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Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Our  insurance 
is  flexible  because 
your  business 
is  growing. 


As  your  insurance  needs  change  and 
grow,  so  will  the  Commercial  Account 
Policy  (CAP)  from  Commercial  Union. 
It  is  designed  to  offer  you  virtually  any 
coverage  available  with  the  added 
advantage  of  having  all  coverages 
written  in  one  policy  and  serviced  by 
one  company.  Coverage  is  designed  to 
accommodate  the  unique  characteris- 
tics of  your  particular  business.  Plus 
there  is  a  special  premium  adjustment 
plan  which  can  offer  a  premium  dis- 
count to  businesses  with  a  record  of 
successful  loss  control. 

The  CAP  Policy  also  offers  broad 
eligibility.  From  the  largest  corporation 
to  the  local  business  on  Main  Street. 
CAP  now  has  an  easier  to  read  format 
with  coverages  readily  determined  at 
a  glance. 

In  short,  CAP  offers  just  about  any 
coverage  for  just  about  any  business  at  a 
most  competitive  price.  That  is  a  flexible 
insurance  policy .  .  .  designed  to  grow 
with  your  business. 

If  you  wish  to  learn  more  about  fit- 
ting CUs  CAP  to  your  needs,  contact 
the  nearest  Independent  Insurance 
Agent  who  represents  Commercial 
Union. 

Helping  you  control  the  cost  of 
your  insurance  premiums. 


Commercial  Union 
Assurance  Companies 

One  Beacon  St. 
Boston,  MA  02108 
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Investments:  The  com- 
mercial paper  market  is 
standing  up  well  to  its 
most  severe  test  since 
Penn  Central.  29 


Autos:  General  Motors 
has  a  hot  one  in  its  new  X- 
car,  with  over  500,000 
back  orders.  And  it  should 
make  good  money  on  the 
extras.  30 


Cover  Story:  Five  years 
ago,  when  Kodak  was  los- 
ing its  momentum,  it  sold 
at  20  times  earnings.  Now 
that  it's  a  growth  company 
again,  it  sells  at  9.  Does 
that  make  sense?  41 


Computers:  Key  suppliers   Companies:  One  of  i 

are  no  linger  interested  in   realities  of  booming  Fost  i 
repairing     the     govern-    Wheeler's  business  is  ' 
merits/  computers.    You   you  make  a  mistake  vfl 
sec,  there's  a  law.  104  have  to  fix  it."  That  male. 

for  a  good  company.  112 
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Bureaucracy:  The  Best  And  The  Brightest?  In  a  radical 


departure  from  traditional 


civil  service  concepts,  the  govern- 
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ment  is  quietly  forming  a  bureaucratic  elite 

Companies:  The  Legend  Nobody  Loves.  Charlie  Bluhdorn 
may  speak  in  cliches  and  riddles,  but  his  record  at  Gulf  & 
Western  has  been  brilliant  compared  to  the  paper  pyramids 
hat  collapsed  in  the  mid-1970s.  Trouble  is,  the  market  seems 
to  iudge  businessmen  these  days  by  their  image  rather  than 
their  results  

Companies:  A  Pat  Hand!  Old  Justin  Dart,  one  cool 
gambler,  thinks  he  has  it  at  last  
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Coal:  The  Four-Sided  Negotiations.  Both  sides  may  be  split 
in  the  upcoming  soft-coal  negotiations  

Communications:  5eep/  Beep!  If  the  radio  common- 
carrier  industry  has  its  way,  you'll  never  again  be  able  to  get 

away  from  it  all   tn 
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justice?  Conglomerates  are  the  newest  takeover  targets  54 

Companies:  Not  So  Ruddy  Bad.  Ever  heard  of  Swire 
Pacific  Ltd.?  You  may  before  long  
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r  Te^      y  n?,n  TheSpnzengmppe.  U.S.  automak- 
ers new  small  cars  represent  a  major  challenge  to  Europe's 
biggest  quality  carmaker.  Is  Daimler-Benz  worried?    65 

The  Streetwalker:  A  Flashing  Amber  Light.  From  a  Ben 
Graham  point  of  view,  Ford  and  General  Motors  offer 
tremendous  value.  The  question  is  timing  89 
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Going  Like  Blazes.  Rre-for-hire  is  an  appalling 
business  that  may  well  get  bigger  

The  Up-Aud-Comers:  "You  Don't  Learn  From  Success." 
The  word  for  Leandro  Rizzuto  is  "street-smart."  He  will  need 
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no  one  read  the  history  books?   u\ 
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Xerox  introduces  a 
small  comer  that  not  only 
sorts  out  your  problems, 
but  also  reduces  them. 


The  Xerox  3450. 
Tt  makes  reeular-size  copies.  Large-size  copies.  But  best  ot  all 

And  with  its  automatic  sorter  it  can  put  everything  in  order. 
How's  that  for  a  problem  solved 

XEROX 


Available  in  major  U.S.  cities  late  1979. 


XEROX®  and  3450  arc  trademark  of  XEROX  CORPORATION. 


ENERGY 
CONTROL. 
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HowHoneywell  helps 
Rockwell  save-enough  to  run  17  buildings 

three  hours  a  day.  Free. 


Controlling  energy  usage  at 
Rockwell  International's  Anaheim 
complex  is  a  big  job.  Facilities  of  * 
its  Electronic  Operations  occupy 
17  separate  buildings -a  total  of  2.4 
million  square  feet. 

Yet  here,  a  single  energy 
management  system,  Honeywell  s 
Delta  1000,  now  provides  cen- 
tralized control  of  heating,  cooling 
and  ventilating  for  the  entire 
complex.  Last  year,  in  fact,  Delta 
cut  Rockwell's  energy  costs  some 
$245, 000 -enough  to  heat  or  cool  all 
17  buildings  for  more  than  three 
hours  a  day.  Free. 

In  less  than  two  years  the  system 
will  save  its  entire  cost.  After 
that,  all  savings  go  straight  to 
Rockwell's  bottom  line. 

Expect  energy  savings  - 
with  comfort 

Whether  you  have  one  building 
to  manage  or  a  group  of  them 
like  Rockwell,  a  Delta  system  will 
control  your  building's  energy- 
using  systems  the  same  way.  Using 
software  tailored  to  your  needs, 
it  verifies  temperatures,  meets 


changing  occupancy  schedules  and 
operates  heating,  air  conditioning, 
and  lighting  equipment  for 
maximum  energy  savings.  Without 
sacrificing  the  comfort  of  building 
occupants. 

In  hundreds  of  buildings  large 
and  small,  Delta  energy  savings  of 
20  to  30%  are  common.  But  that  s 
only  part  of  the  story. 

More  savings, 
phis  better  control 

Honeywell  centralized  building 
management  brings  substantial 
manpower  savings,  freeing  your 
technical  staff  to  maintain  and 
improve  your  physical  plant.  More 
efficient  operation  extends  the 
life  of  expensive  mechanical 
systems.  And  better  management 
information-via  instant  CRT 
displays  and  permanent  hard  copy 
records -keeps  control  of  all 
decision  making  where  it  belongs: 
in  your  own  two  hands. 

What  Honeywell  offers  you 
that  no  one  else  can. 

Delta  1000  is  the  product 
of  Honeywell  data  processing 
technology  and  Honeywell's  long 
established  leadership  in  tempera- 
ture control.  No  one  else  designs, 
builds,  installs  and  maintains 
all  major  system  components - 
from  thermostats  and  dampers  to 
computers.  One  totally  responsible 


supplier  backs  up  the  reliability 
of  your  system,  end  to  end,  year 
after  year. 

We  offer  you  the  strength 
and  stability  of  a  large  national 
manufacturer.  Plus  prompt  and 
personal  attention  to  local  projects 
through  more  than  100  branch 
offices.  Each  is  staffed  with 
Honeywell  hardware  and  software 
experts  to  work  with  you  all  the 
way.  From  planning  and  application 
to  startup,  customer  training  and 
operational  support. 

Conservation  won't  wait 

We're  helping  Rockwell  save 
energy  and  achieve  better  building 
management  control.  Let  us  show 
you  how  we  can  help  you.  Write 
now  to  Honeywell  Commercial 
Construction  Division,  Dept.  09K14, 
Honeywell  Plaza,  Minneapolis, 
MN  55408. 

From  the  most  complex  computer 
systems  to  the  simplest  controls, 
providing  better  ways  to  help 
you  control  your  business  has  always 
been  our  business  at  Honeywell. 
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The 
Blurry 
Picture 

At 
Eastman 
Kodak 

There's  almost  no  way 
this  company  can  repeat 
ir.  y<e  next  decade  its 
t/jmohs  of  thp  nast. 


Double 
exposure 

Shown  above  are  the  head  and  deck  on 
Forbes'  last  major  article  on  Eastman 
Kodak,  which  appeared  in  the  Sept.  15, 
1974  issue.  Contrast  this  with  the  title  of 
our  current  cover  story:  "Why  Kodak 
will  buck  the  recession." 

When  we  did  the  first  article,  Kodak 
was  earning  $4.05  a  share  and  sold  at 
80 — 20-plus  times  earnings.  As  this  arti- 
cle goes  to  press,  the  stock  sells  for  57 
and  is  heading  for  earnings  over  $6  a 
share.  Twenty  times  earnings  then;  less 
than  nine  times  earnings  now. 

Anyone  who  really  thinks  the  stock 
market  rarely  errs  in  pricing  a  stock 
ought  to  ponder  this.  As  we  correctly 
forecast  in  1974,  Kodak's  earnings  were 
flattening.  While  we  weren't  right  in  all 
particulars,  our  general  drift  was  correct: 
For  four  years  Kodak's  earnings  went  no- 
where, though  the  company  added  $1.5 
billion  in  sales.  Yet  for  years  the  stock — a 
one-decision  growth  stock,  after  all — 
kept  doing  well  until,  in  1976,  it  began  a 

Triple  exposure 

Photography  buffs  might  like 
to  know  how  the  Forbes  art 
staff  was  able  to  show  East- 
man   Kodak  Chairman 
Walter  Fallon  in  the  view- 
finder  and  lens  of  the  Ko-  ' 
dak  Colorburst  100  cam- 
era on  the  cover  of  this 
issue.  Nothing  to  it,  it  turns 
out,  if  you  have  Assistant 
Art  Director  Ted  Smith  and 
photographer  Mark  Cantor  on  the  case. 

Working  in  Cantor's  New  York  studio, 
Smith  and  Cantor  first  shot  (in  Koda- 
chrome,  of  course)  the  Colorburst  100 
camera  itself  with  a  Nikon.  Then  they 
made  an  eight-by-ten  color  print  from  a 
Kodachrome  slide  of  Fallon  and  mounted 
it  on  the  studio  wall.  A  free-standing, 


long  fall  from  120  to  41  last  year. 

Consider  this:  Even  as  the  stocl 
hitting  bottom,  Kodak  was  alreac 
gaining  the  momentum  whose  lo; 
had  predicted  in  1974.  Today  it  hi 
gained  it  to  the  extent  that  we  thii 
earnings  will  rise  again  this  year  in 
of  a  deepening  recession  which  C£ 
but  cut  into  sales  of  amateur  film: 
cameras.  Its  net  profit  margins,  ai 
the  highest  in  American  industry, 
recovered  a  good  deal  of  the  grounc 
in  the  mid-Seventies.  Yet,  just  . 
lagged  the  discouraging  news  in  197 
does  its  stock  price  now  lag  the 
proved  circumstances  in  1979. 

Even  while  we  warned  in  1974  I 
Kodak  was  heading  for  a  period  of 
nation,  we  added:  "Don't  write  K 
off,-  it  is  a  fine  company."  It  was  and 
We  can't  think  of  a  better  example  o 
wide  gap  that  so  often  exists  betweer 
stock  market's  perception  of  a  c 
pany's  fortunes  and  the  reality.  Se 
Editor  Howard  Rudnitsky's  thougr 
analysis  begins  on  page  41. 


black  cardboard  "mask"  with  a  sr 
hole  was  introduced  between  the  pi 
and  the  tripod- mounted  Nil 
thereby  producing  an  opt 
illusion.  Thus,  the  pici 
of  Fallon  as  viewed  by 
camera  through  the  \ 
in  the  mask  appealed 
be  greatly  reduced.  Tl 
they  reloaded  the  or 
nal — and  not  yet  r 
cessed — shot  of  the  Co 
burst  100  and  positioned 
Nikon  so  that  the  tiny  image  of  Fallon 
the  wall  would  appear  on  the  negat 
precisely  where  the  lens  was.  Click! 
slight  move  to  the  right  exposed 
same  negative  again  to  Fallon's  ima 
but  this  time  on  the  spot  where 
viewfinder  was.  Click! 

As  we  said,  nothing  to  it.  ■ 
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Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  case  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stock 
purchase  agreements  for  close 
corporations. 

In  a  concise, 
readable  style,  the  author^ 
of  these  well-known  and 
widely  used  books  offers 

significant  up-to-date 

information  on  helping 

yourself  or  your  clients 

build  a  healthy  and  stable 

business  future. 

if  you  are  involved  in  or 

are  advising  a  member  of  a 

close  corporation,  business 

or  professional  partnership, 

(whether  or  not  yet  formed) 

these  books  can  help  you 

significantly  improve  the 

chances  for  success. 

Stock-Purchase  Agreements  and 
the  Close  Corporation 

•  The  Need  for  Careful  Planning 

•  Stod<  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  Valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 
The  Close  Corporation 

□  Business-Partnership 
Purchase  Agreements 

□  Professional-Partnership 
Purchase  Plan 


Name- 


I 
I 
I 
I 

|       Irwin  Smiley,  C.L.U.,  General  Agent 

I Smiley-Worth  Associates,  Inc. 
National  Life  Insurance  Company 
380  Lexington  Avenue 
New  York,  New  York  1 00 1 7 


Address 
City  


Business-Partnership  Purchase 
Agreements 

#  The  Business  Partnership  Defined 

•  The  Plans-.  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

•  Tax  Considerations,  Good 
,  Will,  Funding  Insurance 

•  Spedmen  Agreements 

Professional-Partnership 
Purchase  Plans 

•  The  Nature  of  a  Professional 
Partnership 
•  The  Various  Purchase  Plans:  Pros 
and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with  your  business 
card  attached. 


State  - 


.Zip- 


I 
I 

I 
I 
I 
1 
I 

I 
J 


The  quality  of  Life.  m~ 

NationalLife 

of  Vermont 

r  Home  Office-  Montpelier.  Vermont  05602 

*^^™^r^.^^ci  PENSION  AND  PROFIT-SHARING  PLANS. 
LIFE  INSURANCE.  BUSINESS  ^SStJ^SSS  NC       MUTUAL  FUNDS,  VARIABLE  ANNUITIES. 
THROUGH  OUR  AFFILIATE.  EQUITY  SEKVICtb.  hnv_. 


Trends 


How  pure  is  pure? 

Businessmen  crying  for  official  guidance 
on  just  what  is  and  is  not  a  sin  under  the 
1977  antibribery  Foreign  Corrupt  Prac- 
tices Act  may  finally  get  some  relief — 
about  a  year  after  President  Carter  or- 
dered his  Justice  Department  to  produce 
such  guidelines.  Richard  Shine,  head  of 
the  multinational  fraud  section  of  Jus- 
tice's criminal  division,  says  an  "ad- 
vance review  procedure"  should  be  ready 
early  this  fall.  Even  that  may  not  solve 
things,  however,  because  the  Securities 
&  Exchange  Commission,  which  shares 
the  job  of  enforcing  the  corrupt-practices 
law,  remains  unhappy  even  over  the  idea 
of  guidelines.  "There  appears  to  be  some 
reservation  at  the  Commission,"  is  how 
Assistant  Attorney  General  Philip  Hey- 
mann  delicately  puts  it.  And  Heymann's 
own  department  is  balking  at  other  pro- 
business  proposals  from  the  Commerce 
Department.  Besides  a  review  procedure 
to  let  a  company  check  before  moving 
into  a  deal,  just  as  it  can  now  clear  with 
Justice  on  potential  antitrust  trouble, 
Commerce  would  also  like  some  easing 
of  the  taboo  on  political  contributions 
abroad  (which  in  some  countries  are  not 
only  legal  but  expected);  a  reading  on 
how  much  grease  can  be  legally  applied 
to  low-level  wheels,  like  customs  offi- 
cials; and  some  idea  of  how  liable  a  com- 
pany is  for  acts  of  its  agents  and  subsid- 
iaries. None  of  these  finds  favor  at  the 
Justice  Department  but  the  review  pro- 
cedure— when  it  comes — will  at  least  be 
a  start. 


Poverty  in  America 

New  Yorkers  fighting  their  way  out  of 
the  subway  into  the  city's  seedy  Union 
Square  one  recent  steamy  morning 
stepped  gingerly  around  the  supine  figure 
of  a  derelict  lost  in  alcoholic  bliss  on  the 
pavement  in  a  drift  of  empty  beer  bot- 
tles. The  bum's  brand-  "The  one  and 
only,  number-one,"  premium-priced 
Heineken  from  Holland. 


The  leisure  class 

Is  industry  getting  anywhere  with  all 
those  gimmicks  to  curb  absenteeism — 
green  stamps,  time  off,  propaganda, 
"quality  of  life,"  etc.?  It  depends  on 
whom  you  ask.  The  Bureau  of  National 
Affairs  surveyed  594  companies  and  re- 
ported absenteeism  in  the  first  1979 
quarter  down  to  3.1%  from  3.5%  the 
year  before.  But  the  BNA  concedes  it 
didn't  factor  in  the  weather  and  last  win- 
ter was  a  big  improvement  over  the 
fierce  previous  one,  a  big  factor  in  geiting 
to  the  job  in  an  area  like  the  Midwest. 


Location  is  another  unmeasured  influ- 
ence. A  Deere  &  Co.  official,  who  reports 
no  big  problem,  adds:  "We're  located 
mostly  in  small  Midwest  towns  in  Iowa 
and  Wisconsin.  We  think  that's  got 
something  to  do  with  it."  Automakers, 
on  the  other  hand,  tell  it  differently. 
General  Motors  says  its  blue-collar  ab- 
sentee rate  was  5.6%  this  first  quarter 
versus  5.3%  in  1978  and  4.3%  in  1976. 
"Those  figures  don't  begin  to  tell  the 
story,"  a  GM  official  adds,  noting  that 
Monday  and  Friday  rates  are  much  high- 
er and  so  are  those  in  certain  plants  and 
departments.  Gimmicks  like  giern 
stamps  and  extra  days  off  (GM  now  gi^es 
seven  such  "personal"  days  a  year  for  a 
total  of  39)  don't  really  pay  off,  the  auto 
men  complain.  The  reason:  The  prizes 
simply  reward  workers  who  would  show 
up  every  day  in  any  case,  and  do  nothing 
to  convert  the  holiday-seekers. 

Boon  from  Brazil 

California,  land  of  the  free  spirit,  is  in  the 
throes  of  another  health  fad.  This  time 
it's  Zoom,  a  chalky  brown  tablet  "direct 
from  the  Amazon  jungle  to  you!"  and 
"guaranteed"  to  kill  hunger  pangs  and 
boost  energy.  With  an  "all  natural"  sales 
pitch  and  despite  a  tag  of  $9.95  for  a  90- 
tablet  vial,  the  stuff  is  melting  off  the 
shelves  in  Los  Angeles  health-food 
stores.  Distributor  Marc  Bernstein  im- 
ports ground-up  seeds  of  the  guarana 
plant  from  Brazil,  molds  them  into  pills 
in  Canoga  Park,  Calif,  and  claims  he  is 
selling  3,000  dozen-vial  cases  a  day.  The 
tablets,  he  says,  pack  the  punch  of  a 
gallon  of  coffee,  with  much  less  caffeine. 
One  lure  is  the  promise  to  quell  appetite. 


AS  ADVERTISED 


Bernstein  suggests  another:  "If  I'n 
to  the  disco  and  it's  the  end  of  o 
and  I'm  dragging,  I  can  take  sd 
these  pills  and  I'll  dance  every  c 
With  his  tablets  already  a  best-se 
could  deliver  five  to  eight  times  m 
had  the  product"),  Bernstein  is 
working  on  a  follow-up— a  Zooi 
drink,  presumably  as  a  chaser. 


[ 


Drugstore  display  in  Los  Angeles 
Eat  less,  dance  more. 


Taking  no  chances 

The  recession  may  still  be  a  subji] 
debate  (the  National  Bureau  of  Eco: 
Research,  usually  the  last  word  or 
ness  cycles,  insists  the  evidence  ai 
does  not  yet  read  recession)  but  bus 
es  are  taking  no  chances.  Comj 
that  write  insurance  to  protect  sup 
from  defaulting  customers  are  ha^ 
banner  year.  Senior  Vice  President 
E.  Simms  of  the  American  Credit  Ir 
nity  Co.,  a  subsidiary  of  Control 
says  business  generally  is  up  an 
company  is  enjoying  a  16%  to  18 
crease,  perhaps  tbe  greatest  in  its  1 
ry.  (In  the  case  of  suppliers  dealing 
beleaguered  Chrysler  Corp.,  inql 
about  credit  insurance  have  jumped 
to  30%.)  And  the  increases  are  co 
despite    higher    costs.  Underwi 
charge  more  when  they  see  greater 
and  set  up  their  policies  to  meet  the: 
costs  go  up  even  though  insurance  i 
set  by  government  regulators,  stay  p 


Them  that  has,  gets 

The  campers  and  other  RVs  are  sp.l 
on  the  turnpikes  this  summer;  m«| 
and  fast-food  restaurants  are  suffeil 
outboard  engine  sales  are  sputtering 
perbacks  and  hardback  books  are] 
Sales  of  Kodak  and  Polaroid  instant  c| 
eras,  the  vacationer's  hallmark,  Hi 
slowed.  The  gas  crunch  and  the  busii| 
downturn  are  biting  into  the  $99  bil 
leisure  industry.  But  not  everywhere  | 
Thomas  York,  chairman  of  AMF, 
("We  sell  weekends"),  says  sales! 
$100,000  to  $800,000  Hatteras  yadl 
are  at  record  levels — 45%  ahead  of 
year,  which  was  up  35%  from  1S| 
"When  you  get  into  that  class  of  expeil 
the  buyers  have  not  seen  troubles  so  f;l 
he  says.  And  fuel  shortages?  "A  loll 
these  yachts  don't  leave  the  harbd 
Running  shoes  are  also  holding  the  ps 
A  Connecticut  retail  market  resea 
firm  estimates  that  running-shoe  sa 
(averaging  $25  a  pair)  were  up  113% 
the  first  five  months  of  this  year.  Pi 
lishing  and  photography  also  have  th 
Hatteras  yachts.  "Our  35mm  single-le 
reflex  cameras  at  around  $220  or  $2 
are  selling  very  well,"  says  the  mana; 
of  a  big  New  York  City  camera  std 
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WHAT  TIE 
APTWNS  OF  WDUSTRY 

CAN  LEARN  FROM 
CAPTAIN  KANGAROO. 


Admittedly,  Captain  Kangaroo™  may  not 
>e  widely  known  as  a  corporate  executive. 

But  as  a  teacher,  the  lesson 
le  offers  American  business 
s  abundantly  clear: 

Television  is  a  viable, 
Infective  teaching  tool. 
It  is  a  riveting,  per- 
uasive,  dynamic 
edium  that  can  be  used 
:o  convince,  cajole  and  in- 
struct. Often  for  less  money, 
and  always  with  more  im- 
pact than  any  sales  bro 
chure,  slide/tape  show 
or  training  manual. 

VIDEO 
COMMUNICATIONS: 
USING  THE  SMALL 
f  SCREEN  FOR  THE 
BIG  PICTURE 
Despite  any 
preconceived  notions 
you  may  have,  the  uses  of 
video  are  not  limited  by  the  size  of  your  com- 
pany. Only  the  size  of  your  imagination. 

Large  multinational  corporations  (as  well 
as  smaller  domestic  companies)  have  found 
TV  to  be  the  most  efficient  means  of  commu- 
nicating with  widely  dispersed  employees. 

Insurance  companies,  banks,  fast  food 
chains  and  major  manufacturers— recognizing 
that  people  can  learn  from  television  in  l/6th 
their  normal  time— have  saved  untold  amounts 
by  putting  training  programs  on  tape. 

Traveling  salesmen  and  retail  stores  have 
discovered  video  tape  is  the  perfect  way 
to  demonstrate  unwieldy  products;  it's  allow- 
ed business  to  reduce  sample  inventories,  cut 
travel  costs,  and  increase  productivity. 


Even  doctors,  dentists,  lawyers,  cooking 
schools  and  tennis  pros  have  found  ways  to 
-.utilize  the  medium  to  their  advantage. 
0J         AN  INTEGRATED  SYSTEM 


VERSUS  THE  PIECEMEAL 


APPROACH. 
During  the  past 
few  years  literally 
hundreds  of  American 
businesses  have 
turned  to  Sony— the 
unquestioned  leader 
in  video— for  help 
in  establishing  profit- 
oriented  video  com- 
munications systems. 

But  instead  of 
merely  trying  to  sell 
you  random  pieces  of 
video  hardware, 
we  first  analyze  your 
communications  needs. 
We  meet  with  your 
people.  Look  at  your  goals. 
Study  your  logistics  and  budget. 

And  then— and  only  then— do  we  feel 
qualified  to  recommend  a  comprehensive  com- 
munications system. 

If  you'd  like  to  explore  the  advantages 
Sony  video  can  offer  your  business,  call  1-800- 
821-2280,  ext.  313  (Missouri  1-800-892-5890,  ext. 
313).  Or  write  to  the  Sony  Information  Center, 
CN  02450,  Trenton,  New  Jersey  08650. 

We  can't  promise  you  the  fame  of  Captain 
Kangaroo'."" 

But  it's  quite  possible  you'll  share  some 
of  his  success. 

SONY.  VIDEO 
COMMUNICATIONS 

Sony  is  a  reg  trademark  of  the  Sony  Corp  'Used  by  permission  of  Robert  Keeshan  Assoc 


You  think  business  travellers 
deserve  to  be  pampered. 

Welcome 
to  the  Club, 


If  you're  Britain-bound  on  business, 
you  simply  must  fly  our  Club  Class.™ 
We  created  it  especially  for  the  full-fare 
economy  business  traveller. 

We  start  you  off  with  separate  Club 
Class  check-in  and  boarding  (you'll  wel- 
come this  after  a  frazzling  day). 

We  seat  you  in  a  separate  clublike 
cabin. 

And  we're  unsparing  in  our  efforts 
to  make  you  contented  there. 

You'll  find  a  free  bar,  for  palliative 
drinks.  Exclusive  Elizabethan  Service,™ 
with  superb  meals  olde  English  style. 
Excellent  wines.  Free  movies  and  stereo. 
Hot  towels,  fluffy  pillows  and  blankets, 


and  other  creature  comforts.  It's  most 
agreeable. 

If  you  relish  the  idea  of  being  pam- 
pered all  the  way  across  the  Atlantic, 
welcome  to  the  Club.  Call  your  Travel 
Agent,  Transportation  Department,  or 
British  Airways,  and  tell  them  you 
deserve  to  be  in  a  class  by  yourself. 

British^^ 

airways 

We'll  take  more  care  of  you 
to  Britain,  Europe,  the  World. 


And  the  lush,  oversize  color-platl 
fee-table  books  priced  from  $15  tl 
(for  a  copy  of  Vasari's  Lives  of  the  /'.I 
and  published  by  Harry  N.  Abraml 
a  division  of  the  Los  Angeles  Tim<| 
ror  Co.,  may  have  the  biggest  >| 
their  history. 

For  supersavers  01 

What  may  be  the  ultimate  in  banll 
aways  is  the  centerpiece  of  a  new  d| 
tor  campaign  by  the  East  New  Yorl 
ings  Bank,  a  $1  billion  institution) 
ing  41st  in  the  U.S.  Anyone 
$  1 60,000  and  willing  to  forego  interl 
eight  years  can  leave  it  with  East| 
York  and  drive  off  in  a  1979  Rolls-! 
Silver  Shadow  II.  Those  with  more  I 
est  tastes  can  take  home  color  TV  se  I 
similar  goodies  by  opening  no-in 
accounts  of  $  1 ,475  to  $2,050  for  two  I 
and  a  half  years.  How  will  the  Rolls  c| 
fare?  The  interest  on  $160,000  for 
years  adds  up  to  $  1 46,000;  the  autorrl 
costs  $76,000.  A  caveat:  The  bankl 
report  the  whole  $76,000  value  as  intl 
income  for  the  year  the  car  is  acquir<[ 

Money  isn't  everythin 

Paul  A.  Volcker  is  keeping  a  stiff  i| 
lip  about  the  $58,500  pay  cut  that 
with  his  new  job  as  chairman  oil 
Federal  Reserve  Board.  (He  got  $lld 
a  year  to  head  the  New  York  Feci 
Washington,  he  will  get  $57,500,  exJ 
what  Congress,  keeper  of  the  j| 
strings,  pays  its  members.)  Volc.f 
brave,  it's-only-money  comment: 
cherish  [the  Fed's]  independence.  I  ci 
ish  its  professionalism." 

The  workers'  retort 

Big  labor  is  fighting  back  at  charges 
U.S.  productivity  is  falling.  AFL- 
economists  point  out  that  manufacl 
ing  productivity  has  actually  gone  up,| 
down.  During  this  year's  second  quai 
they  argue,  while  overall  producti 
slipped  3.8% — the  worst  decline  in 
years — productivity  in  manufacturing 
creased  3.3%.  The  reason  the  big  pict| 
looks  so  bleak,  the  union  defenders 
is  that  manufacturing  today  represel 
less  than  30%  of  the  hours  worked  in  ' 
private   sector  of  the  economy. 
American  worker,   in  the  AFL-C1 
view,  is  still  the  most  productive  in 
world,  beating  even  the  Japanese  ; 
West  Germans.  Productivity  in  manuf 
turing,  they  add,  is  a  more  reliable  inc 
than  in  finance,  retailing  and  other  s 
vices  because  there  is  an  end  prodi 
that  can  be  measured,  or  at  least  counte 
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WE'VE  ELIMINATE 

OF  COPIER  mistake: 


The  best  way  to  eliminate  copier 
mistakes  is  to  make  a  copier  that's  virtu- 
ally people  proof.  And  that's  exactly  what 
Toshiba  has  done  with  our  dry-toner,  plain- 
paper  copiers. 

The  keys  to  easy  operation. 
When  using  the  Toshiba  BD  728,  your 
employees  can  be  assured  of  perfect  copies 
every  time,  thanks  to  the  automatic  toning 
system  that  carefully  and  automatically 
adds  toner  when  necessary. 

The  BD  728  also  features  a 
digital  keyboard  that  keeps  your 
employees  from  making  expensive 
copying  errors.  After  they  key  in  and 
make  the  number  of  copies  they  want  (up  to  99) 
an  automatic  reset  control  shifts  the  number  back  to  "0."  That  means  the  next  perso 

that!  imnSr^  7  unn™Y  copies.  At  a  speed  of  15  copies  per  minui 

mat  s  important,  but  we  didn  t  stop  there. 

a   ,  ThelBD  728  offerf  dual  ca;*ettes,  a  sheet  by-pass,  the  ease  of  quiet  operation 

alliesetr"'^'  '  *  ^ t0  ^  ^  °P  t0  U"x  17 '  Whe»  ^  combir 
all  these  features,  you  ve  got  a  copying  system  that  really  stacks  up. 

The  BD  707 
lets  your  business  flow. 

Copying  has  never  been  eJ 
than  with  this  compact  and  econ 
ical  machine.  The  multiple  copy 
dial  automatically  returns  to  "  1" 
after  making  the  desired  amount 
of  copies 


E  MAJOR  CAUSE 


The  Toshiba  BD  707 
tstanding  in  making 
es  that  are  both  clean 
clear,  picking  up  those 
:ate  half-tones  that  other 
ers  often  miss.  Plus 
e  s  a  sheet  by-pass,  which 
vs  for  greater  flexibility. 
It  all  adds  up  to  a  value 
er  that's  designed  to  aid 
•organization. 

The  BD  909 
rounds  out  the  line. 

Last,  but  certainly  not  least,  at  the  top  of  the  line  is  the  Toshiba  BD  909  copier.  It's 
1-featured  unit  that  includes  full  ll"x  17"copying  ability,  a  speed  of  20  copies  per 
jte,  500-sheet  cassette  capacity,  sheet  by-pass,  plus  50%  reduction  capability  that 
)les  your  employees  to  copy  two  8J4"xll"  documents  onto  a  single  SVi'x  11"  sheet. 
Toshiba's  true  plain-paper  copiers.  Now  your  employees  can  make  all  the  copies 
they  want  without  making  the  mistakes  you  don't  want. 


The  Toshiba  BD  707  and  BD909 


TOSHIBA 

Toshiba  America,  Inc 
Business  Equipment  Division 
280  Park  Avenue.  New  York,  N  Y.  10017 

Please  tell  me  more  about  the 
Toshiba  BD  728,  707,  and  909  Copiers. 


NAME. 


.TITLE. 


FIRM  NAME. 
ADDRESS  — 


'HONE. 


CITY_ 


.STAT  I  . 


ZIP 


FoUovvThrough 


The  Dow  in  dollars 

On  Wall  Street,  the  Dow  Jones  industrial 
average  may  serve  as  a  touchstone,  a 
talisman  and  a  fever  chart,  but  what  does 
it  mean  in  the  real  world?  Last  year 
Forbes  (Apr.  3,  1978)  superimposed  the 
DJI  against  the  national  inflation  chart, 
with  depressing  results.  In  the  12  years 
between  1966  and  1978,  the  bellwether 
index  had  dipped  and  soared,  beginning 
and  ending  at  roughly  740.  In  real  dollars, 
however,  the  equity  investor  had  fared 
much  worse.  The  740  of  last  spring  repre- 
sented, in  purchasing  power,  a  figure  of 
less  than  380  because,  during  those  inter- 
vening years,  the  investor's  dollar  like 
everyone  else's  had  lost  about  half  its 
value.  Since  then,  the  market  as  mea- 
sured by  the  DJI  has  climbed  another  100 
points  into  the  850s.  And  what  has  infla- 
tion done?  More  of  the  same  dirty  work. 
Estimates  put  the  Consumer  Price  Index 
for  July  1979  close  to  the  219  mark  [vs. 
about  190  in  the  spring  of  1978).  So  in 
terms  of  purchasing  power,  the  current 
DJI,  hovering  between  850  and  860, 
translates  into  a  "real"  value  in  spend- 
able dollars  of  little  more  than  370 — even 
less  than  the  bankroll  it  represented  16 
months  ago. 

The  Geffen  touch 

Maxwell  Myles  Geffen  is  a  smiling, 
stocky,  bespectacled  man  with  a  voice 
that  crackles  like  new  money.  Indefati- 
gable at  83,  with  a  string  of  multimillion- 
dollar  publishing  ventures  behind  him, 
he  still  has  five  magazines  (including  one 
he  runs,  uncharacteristically,  as  a  non- 
profit operation)  and  is  launching  a  sixth. 

A  typical  Geffen  operation  was  his  $1 
million  share  in  Britain's  Morgan-Gram- 
pian trade-magazine  empire,  which  he 
sold  early  last  year  for  $6  million 
(Forbes,  Feb.  20,  1978).  Before  selling,  he 
rejected  nine  offers,  including  one  he 
termed  "ridiculous"  from  press  baron 
Rupert  Murdoch.  He  started  and  sold 
Medical  World  News  to  McGraw-Hill  for 
about  $17  million  and  the  Blue  List,  a 
daily  municipal-bond  directory,  to  Stan- 
dard &  Poor's.  S&P's  was  later  acquired, 
Blue  List  and  all,  by  McGraw,  and  be- 
tween the  two  deals,  Geffen  wound  up 
with  $30  million  in  McGraw  stock.  His 
exquisitely  honed  commercial  sense 
shows  when  he  fondles  a  Blue  List  issue, 
220-odd  pages  of  close-packed  type:  "Not 
one  line  of  editorial,"  he  says,  "every  line 
bought  and  paid  for." 

As  he  has  for  years,  Geffen  runs  two 
magazines,  Family  Health  and  1001  Deco- 
rating Ideas,  and  keeps  starting  new  ones. 
One  is  Connecticut,  a  regional  mon 
Another  is  Family  Practice  Recertifki 


a  monthly  to  help  general  practitioners 
meet  requalifying  exams  in  the  16  states 
that  now  require  such  updates  on  doc- 
tors' skills.  A  third  is  American  Preserva- 
tion, dedicated  to  portraying  and  chroni- 
cling landmarks  and  beauty  spots. 

The  newest  Geffen  venture,  due  this 
fall,  is  Travel  Illustrated.  "Two  young  fel- 
lows from  California  brought  this  to 
me,"  he  says.  (One,  Wayne  Howard,  is 
president  and  publisher;  the  other,  Clif- 
ton Smith,  business  manager  and  copub- 
lisher.)  Geffen's  masthead  listing  is  his 
favorite:  "consultant." 

The  trick  of  the  new  book  is  its  d^scri- 
bution,  which  neatly  avoids  the  stagger- 
ing costs  new  magazines  face  in  trying  to 
gain  circulation.  Travel  Illustrated  will  be 
a  giveaway  inserted  in  Sunday  newspa- 
pers, with  1 1  lined  up  so  far,  including 
the  Los  Angeles  Times,  New  York  Daily 
News,  Boston  Globe,  Miami  Herald  and 
Washington  Post.  The  game  plan,  howev- 
er, calls  for  1.5  million  circulation.  To 
keep  within  those  bounds,  only  part  of 
the  papers'  huge  audiences  will  be  used: 
Westchester  County  and  Connecticut, 
for  example,  in  the  New  York  Daily  News 
and  Beverly  Hills  in  the  L.A.  Times. 

Geffen  enthuses  over  Travel  Illustrated 
("going  like  a  house  afire")  but  American 
Preservation  brings  out  the  kind  of  glow 
the  Blue  List  does.  It  carries  no  ads,  Gef- 
fen's name  appears  nowhere  in  it  and  he 
considers  it  a  nonprofit  property — so  far. 
"Malcolm  Forbes  has  his  balloons,"  he 
says,  "and  I  have  this."  Preservation  has 
only  25,000  circulation  and  Geffen  has 
stopped  promoting  for  more.  "Even  so,  it 


has  kept  growing,"  he  says,  "anc 
reaches  100,000.  ..."  At  that  poi 
history  is  witness,  Preservation 
cease  to  be  a  labor  of  love  and  joir 
fen's  array  of  million-dollar  trophie 


Max  Geffen 

Starting  fresh  and  staying  young. 


Crack  in  the  record 

A  year  ago  Forbes  (July  10,  1978) 
veled  at  the  recording  phenomer 
102  "platinum"  (million-copy)  albu 
one  year — and  compared  it  to 
Street's  go-go  dazzle  of  the  1960s.  I 
cautioned  that,  in  records,  "eithei 
hit  it  big  or  you  don't  hit  it  at  all." 
warning  didn't  go  far  enough. 

This  year  CBS  Records,  one  oi 
giants,  scored  increases  in  revenue 
both  the  first  and  second  quarters- 
profits  declined.  Warner  Commu 
tions,  another  titan,  had  disc  sab 
$332  million  for  the  first  half  of 
while  profits  skidded  from  $42  millii 
$37  million. 

The  problem  is  that  a  big  part  o: 
increase  in  dollar  sales  was  generate 
higher  prices.  The  tag  on  a  hit  recorc 
jumped  from  $8  to  $9,  at  the  exact 
when  budgets  of  the  teenage  buyers 
sustain  the  market  have  been  thro 
back  by  $l-a-gallon  gasoline.  Dealer 
the  same  time,  have  been  hit  by 
interest  rates  and  are  "buying"  new 
ords  with  returns  of  unsold  old 
Some  estimates  put  industrywide 
turns  as  high  as  40%  to  50%,  and  at . 
for  even  the  big  companies  with 
smash  hits.  Multi-record  contracts 
stars  have  also  skyrocketed — to  $5 
lion  to  $10  million  for  some — and 
has  helped  send  costs  ballooning  ir 
industry  that  has  always  depended  h 
ly  on  "hype"  for  sales. 

Walter  Yetnikoff,  head  of  CBS  Recc 
Group,  blames  a  lot  on  the  recess 
Domestic  sales,  he  admits,  are  down 
he  insists  that  foreign  business  will  s 
strong.  (CBS  claims,  however,  that 
second-quarter  drop  in  profits  also  ste 
from  foreign-exchange  problems.)  Otl 
are  not  so  optimistic.  Hal  Vogel  of  h 
rill  Lynch  thinks  a  worsening  recess 
could  bring  an  even  slower  spin  to  rec 
sales.  Record  executives  themselves 
starting  to  doubt  the  euphoric  forecc 
sparked  by  such  things  as  a  Warner  sti 
that  indicated  "record  buyers  k 
buying  when  they  pass  their  teens." 

That  could  be  true — maybe.  Thii 
year-olds,  for  instance,  may  still  throt 
the  rhythms  of  Fleetwood  Mac  but  v 
they  vibrate  to  the  $16  list  price  tag 
the  group's  upcoming  double  albu 
Even  boosters  like  Yetnikoff  of  CBS 
talking  about  economizing.  Thi 
$15,000  promotion  parties,  for  examp 
are  probably  over.  "Now  we'll  have  lit 
press  parties,"  Yetnikoff  says.  "Ma> 
we'll  even  get  people  together  in  « 
company  dining  room." 
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But  not  all  new,  you'll  be  glad  to  hear. 


You'll  be  impressed  with  this  newest  member  of  the 
Falcon  family.  Impressed  by  its  advances.  And  by  what 
hasn't  changed.  Yes,  those  features  so  sound,  so  superior  in 
their  original  design,  that  they've  withstood  the  test  of  time 
and  millions  of  air  miles,  too. 

First,  what's  new? 

The  Falcon  20H  has  a  remarkable  new  power  plant:  The 
Garrett  ATF  3-6.  It  delivers  5,050  lbs.  of  thrust.  Translation? 
Impressive  power  in  a  superbly  efficient  design.  So  you  can 
fly  more  miles.  Many  more.  And  reduce  your  fuel  costs  at 
the  same  time. 

How  much  more  range?  How  little  fuel?  The  Falcon 
20H  flies  2520  nautical  miles — that's  48%  greater  range  than 
the  present  Falcon  20.  And  it  delivers  20%  greater  fuel 
efficiency. 

Is  there  more?  Yes:  A  speed  increase  of  5%.  From  514 
to  541  mph.  And  the  best  short-field  performance  of  any  plane 
in  its  class. 

So  you  get  where  you're  going  faster  in  the  new  Falcon 
20H.  You  go  further.  And  you  do  it  all  for  less. 

But  not  everything  about  the  Falcon  20H  is  new.  The 
Falcon  20H  is  a  brilliantly  evolutionary  design.  No  leaps  into 
the  unknown  here. 

For  example,  you'll  find  the  same  superb  comfort  for 
8-10  passengers.  You'll  find  the  same  superior  systems. 


The  same  rugged  airframe.  With  such  inherent  strength  and 
versatility,  it  has  taken  every  advance  in  stride.  Because  of 
that  ruggedness  and  a  design  far  ahead  of  its  time,  the  Falcon 
20  continues  to  keep  the  future  wide  open  for  those  who 
invest  in  it  today. 

So  when  you  step  aboard  the  Falcon  20H,  you'll  know 
you're  flying  in  a  jet  with  a  solid  past.  And  a  great  future. 
With  a  reputation  for  reliability  second  to  none. 

Why  the  new  plane?  Because  managements  are 
pushing  further  and  further  afield.  Fuel  costs  continue  to 
climb.  Needs  change.  And  Falcons,  too.  As  promised.  As 
needed.  By  design. 

Time  flies,  too.  And  the  new  plane  will  be  here  before 
you  know  it.  So  it's  not  a  bit  too  early  to  get  the  impressive 
facts  and  figures:  More  range.  Greater  speed.  Lower 
operating  costs.  Just  write  on  your  letterhead  to  Tom  Turner, 
Vice  President-Marketing,  Falcon  Jet  Corporation,  Suite  920, 
Teterboro  Airport,  New  Jersey  07608.  You'll  receive 
complete  information — including  technical  details- promptly. 


,i     IHHi  cc 


FALCON  J£T 
CORPORATION 


Readers  Say 
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SHIELD-TITE®  is  a  tough,  elastic  coating 
that  does  more  than  just  waterproof  your 
roofs.  It  enters  the  old,  dry  felts  and  unites 
with  them  to  form  a  moisture  barrier  that 
remains  alive  and  flexible  for  years.  And  it  is 
easy  to  apply.  No  contractors.  Your  men 
spray  it  on  using  our  equipment  and  know- 
how  at  no  charge.  Your  inquiry  will  bring  an 
opportunity  to  view  our  new,  4  minute  color 
movie  and  a  free  copy  of  our  64  page  Roofing 
and  Maintenance  Catalog. 


Randus trial  „ 
Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Avenue 
Cleveland, Ohio  441  20/Phone:(21 6)283-0300 


CHANGE  OF  ADDRESS 

It  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $2-4.00  □  3  years 
$-48.00  ( the  equivalent  of  one  year  free ). 
Canadian  orders,  add  $-4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York.  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  > 


New  Address: ' 


City 


State  Zip 


Date  of  Address  Change  F-4826 


U.S.  energy  program 

Sin:  Here's  how  to  get  more  energy:  Put 
80%  of  the  government  lands  "off 
bounds"  for  mineral  and  oil  exploration. 
Put  most  ef  Alaska  in  the  "deep  freeze" 
(while  Russia  busts  a  gut  to  develop  Sibe- 
ria). Stop  construction  of  nuclear  power 
plants.  Subsidize  consumers  and  penalize 
producers.  Put  every  obstacle  in  the  way 
of  building  refineries  or  pipelines. 
—  Manuel  Jackson  Chin 
Las  Vegas,  Nev.  , 


Saves  energy,  but .  .  . 

Sir:  Before  you  advocate  all  buildings  be 
required  to  use  revolving  doors  (Fact  and 
Comment,  Aug  ft),  try  to  use  this  type  of 
door  while  sitting  in  a  wheelchair. 

— Robert  Semko 
President,  Chapter  34 
Calif.  Assn.  of  the  Physically 

Handicapped,  Inc. 
Riverside,  Calif. 


Talk  about  rising  prices! 

Sir:  I  came  across  these  statistics  in  a 
series  of  diaries  of  my  grandfather  re- 
garding the  great  inflation  of  the  Twen- 
ties in  Germany. 

Prices  as  of  Aug.  8,  1923: 
1  liter  milk         38,000  marks 
1  pound  butter  900,000 
1  pound  of  bread  90,000 
1  pound  of  bacon  950,000 

On  Sept.  29,  1923,  he  records: 
milk  8.4  million  marks 

butter  100  million 

bread  27  million 

bacon  130  million 

By  Nov.  1 1,  1923  milk  had  risen  to  350 
billion  marks.  The  exchange  rate  of  the 
dollar  stood  at  65  billion  marks  vs  64 
marks  only  30  months  before. 
—Karl-Ernst  Hill 
Cooperstown,  N.Y. 


Needed:  tougher  laws 

Sir:  It's  a  shame  that  our  lawmakers  lack 
the  interest  to  create  equitable  laws  gov- 
erning the  setting  up  and  running  of 
bingo  games  as  a  nonprofit  charitable 
industry  ( "Bingo/"  Aug.  6). 

I  have  found  that  states  which  lack 
controls  have  a  few  large  games  with 
small  payouts  and  dissatisfied  custom- 
ers. Small  churches  and  other  charities 
find  it  impossible  to  compete  with  these 
million-dollar  bingo  halls  with  the  prom- 
ise of  "big"  jackpots.  Hopefully,  more 


states  will  begin  to  recognize  the 
for  tougher  laws. 

— Daniel  S.  Brereton 

Lonnies  Bingo  Games  and  Supplies 

Colorado  Springs,  Colo 


Unproductive  tax 

Sir:  A  "windfall  profits"  tax  on  oil  c 
panics  seems  to  be  quite  popular 
some  people.  Such  an  additional 
would  be  mainly  a  transfer  from  the 
vate  sector,  where  it  would  probabl 
some  good,  such  as  aiding  in  the  se 
for  more  energy,  to  the  generally  un 
ductive  government  bureaucracy. 

Why  don't  we  have  "windfall"  t. 
on  plumbers,  milk  producers,  docl 
lawyers,  politicians  or  other  grc 
whose  incomes  sometimes  arouse  en 
— W.  Dean  Kendall 
Portland,  Ore. 


Commissions  defended 

Sir:  There  is  more  to  be  said  on 
subject  of  regional  commissions  than 
peared  in  your  article  "Brand  new 
hole"  (Aug.  6). 

The  Appalachian  Regional  Comr 
sion  is  charged  with  the  task  of  utiliz 
public  funds  to  attract  private  inv> 
ment  in  locations  long  since  rejected 
the  marketplace. 

Should  these  small,  rural  communit 
abandoned  by  capital  investors,  be  ab 
doned  by  our  society  in  general? 

Funding  from  the  ARC  has  been 
valuable  in  our  effort  to  coordinate  av 
able  public  resources  to  stabilize  rt 
primary  economic  activity  areas. 
— David  s  Messner 
Chief, 

Division  of  Regional  Planning 
Department  of  Community  Affairs 
Commonwealth  of  Penna. 
Harrisburg,  Penna 

Sir:  You  bypassed  examples  of  progi 
sive,  effective  and  worthwhile  proje 
sponsored  by  the  commissions. 

Our  commission  represents  the  ( 
West  states  of  Montana,  Nebras 
North  Dakota,  South  Dakota  and  W 
ming.  On  limited  individual  budg< 
they  organize  a  legal  entity  (the  Old  W 
Commission)  whereby  they  can  grap 
with  common  economic  problems. 

Whereas  none  of  the  states  can  supp 
its  own  college  of  veterinary  medici 
the  commission  has  made  a  regional  c 
lege  a  distinct  possibility.  Now  that  j 
bankruptcy  of  the  Milwaukee  R( 
threatens  access  to  the  world's  mark 
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Imagination,  instinct,  and 
versatility  (not  size  alone) 
set  Merrill  Lynch  apart 
from  the  herd. 

Too  many  people  see  only 
the  size  of  Merrill  Lynch;  they 
miss  the  subtler  qualities  that  truly 
make  us  a  breed  apart. 

Imagination.  Our  investment 


bankers  came  up  with  a  creative 
way  to  raise  $75  million  for  an  oil 
exploration  company. 

Traditional  ways  of  raising 
the  capital  would  have  overly  di- 
luted earnings  or  impaired  finan- 
cial flexibility.  So  we  suggested, 
developed  and  placed  a  public 
offering  of  convertible  preferred 


stock— all  within  40  days. 

Instinct.  One  of  ou 
porate  clients  wanted  to  bu> 
200,000  shares  of  its  own  st 
in  a  week.  Getting  the  best 
was  a  question  of  market  tj 
. .  .of  knowing  when  to  walk  \ 
the  market,  when  to  watcl 
wait,  when  to  move  in  anc 


eans  to  be  a  breed  apart. 


lively.  That's  instinct. 
Vnd  because  of  it,  we  were 
•  buy  back  the  whole  200,000 
s  within  Vi  point  of  the 
ig  price. 

Versatility.  We  can  also  help 
ach  your  personal  financial 
despite  changing  markets 
iugh  tax  laws. 


In  1953,  a  man  walked  into 
our  St.  Louis  office  and  bought 
$487  worth  of  stock. 

Over  the  years,  he  moved  up 
in  his  company;  as  his  assets 
grew  and  his  needs  changed, 
his  Merrill  Lynch  Account 
Executive  kept  pace— 
with  equities,  commodities, 


real  estate  partnerships.  Now  he's 
buying  tax  shelters  in  $10,000  lots. 

How  can  Merrill  Lynch's 
unmatched  resources  benefit  you? 
Ask  us.  Find  out  what  it  means  to 
deal  with  a  breed  apart. 

Merrill  Lynch 

A  breed  apart. 


Partners. 


Burroughs  offers  you  a  choice  of  small  computers. 
They  can  work  alone.  Or  be  teamed  together  in  a  network 


When  you  choose  Burroughs,  you  can  choose  from  a 
family  of  small  computers,  the  B  80,  B  800,  and 
B  1800. 

They  offer  complete  compatibility  in  data 
processing  through  the  common  use  of  an  integrated 
system  of  operating  and  application  software 
known  as  our  Computer  Management  System. 

CMS  saves  time  and  money  for  organizations  of 
any  size  needing  single  or  multiple  free-standing 
computers.  And  for  companies  needing  distributed 
computer  networks. 

You  can  configure  an  integrated  network  with  the 
exact  amount  of  computer  power  at  each  location. 
CMS  allows  all  the  computers  in  your  network  to 
work  and  interact  on  common  applications. 

CMS  also  protects  your  software  investment  as 
your  requirements  expand. 

Application  programs  can  be  transferred  from  the 
smallest  B  80  up  to  the  largest  B  1800.  Without 


reprogramming.  Without  recompilation. 

Burroughs  small  computers  have  been  proven  ii 
thousands  of  installations.  They  are  easy  to  use,  e£ 
to  manage,  and  highly  responsive. 

And  with  Burroughs,  you  get  more  than  just  a 
computer.  You  get  the  bonus  of  dealing  with  a  tota 
capability  company  with  over  90  years  experience 
And  the  security  of  knowing  the  whole  Burroughs 
organization  is  behind  you. 

We  call  it  "Total  System  Support'.'  Hardware, 
system  software,  hundreds  of  application  program 
for  all  major  lines  of  business,  customer  training, 
system  maintenance  — even  the  business  forms  anc 
supplies  you  need. 

See  Burroughs  small  computers  in  action.  Call 
your  local  Burroughs  office  or  write  Burroughs 
Corporation,  Department  FRB-2,  Burroughs  Place. 
Detroit,  Michigan  48232. 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THERE'S  A  LOT  TO  BE  SAID  FOR  THIN  AIR 

Look  at  all  the  money  Washington  makes  out  of  it. 

HERE'S  A  STARTLING  FACT 

should  give  us  some  realization  of  how  oil  consumption,  now  stark  necessity:  Today,  every  six  hours,  Japan  consumes 
vhere  as  well  as  here,  has  skyrocketed  to  the  point  where  the  equivalent  of  her  total  oil  stocks  at  the  time  of  her  Dec.  7, 
nd  of  it  is  literally  in  sight  and  the  conservation  of  it  is    1941  Pearl  Harbor  attack. 

I'M  SORRY  CY  VANCE  SEEMS  SO  SET 


easing  to  be  Secretary  of  State 
nonths  from  now — no  matter 
wins  the  next  presidential 
tion.  "Four  years  is  enough  in 
job,  giving  all  you've  got  14  to 
tours  a  day  every  day,"  he  told 
!son  and  me  the  other  day.  No 
5tion,  he  meant  what  he  said — 
n  he  said  it. 

n  TV  as  well  as  in  reporters' 
ctival  verbiage,  he  comes 
iugh  low-key,  conciliatory, 
i,  even-tempered,  undramatic. 
ally  unlike  Kissinger,  the  predecessor  Carter's  other  for- 
affairs  adviser,  Brzezinski,  would  most  like  to  be  like.)  In 
ate  conversation,  though,  Vance  is  even  more  precise, 
iright  and  forceful. 

\LT  n?  "It's  going  to  pass.  But  there's  a  lot  of  intense  hard 
k  to  be  done  to  get  it  done.  The  agreement  fits  our  needs,  is 
quivocally  in  the  best  interests  of  our  country." 
hy  such  Russian  eagerness  for  it?  "Among  other  reasons, 


urn 


Secretary  of  State  Vance  (right)  being  interviewed 
in  his  office  by  MSF  and  Steve  Forbes  (left). 


the  Russian  government  has  real 
economic  problems.  Military 
spending's  been  so  high  so  long 
that  other  needs  have  grown  press- 
ing. In  an  unlimited  atomic  weap- 
ons race,  this  country  could  out- 
spend  them,  outdistance  them  if 
there  was  no  alternative.  They 
have  manpower  shortages;  they, 
too,  have  energy  problems  and 
growing  consumer  needs." 

When  historians  evaluate  the 
Carter  presidency  rather  than  our 
own  critical  concentration  on  the  man  Carter,  foreign  policy 
achievements  will  likely  be  highlighted:  the  Arab-Israeli  peace 
considerably  lessening  the  likelihood  of  yet  another  full-scale. 
Middle  East  war;  the  Panama  Canal  treaty;  China  rapproche- 
ment; NATO  teetering  a  bit  toward  actual  strength. 

Not  inconsiderable  accomplishments  and  due,  in  consider- 
able measure,  to  the  unf lamboyant  effectiveness  of  Secretary  of 
State  Cy  Vance. 


HENRY  PASSES  THE  SALT 


his  own  cleverly  convoluted  way,  Henry  K,  in  his  congres- 
al  testimony,  says  SALT  H's  okay.  He,  too,  pushes  for  the 
itable  concomitant  of  greater  defense  spending.  By  empha- 
lg  all  sorts  of  covenants  and  conditions  to  accompany 
T  HI,  he  takes  the  heat  off  n. 

o  you  remember  when  Henry  made  sausage  meat  out  of 
e  who  proposed  linkage  of  other  Soviet-U.S.  stress 


points  when  he  was  involved  in  negotiating  SALT  I  and  II? 
Don't  you  get  a  chuckle  out  of  his  current  enthusiasm  for 
linkage?  Depending  on  where  he's  sitting  when  Hi's  at  is- 
sue, he'll  be  ringingly  and  effectively  either  firmly  for  or 
firmly  against  it. 

That  K's  still  the  whizziest  whiz  kid  around — in  a  lot  of 
other  opinions  as  well  as  his  own. 
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IF  YOU'VE  ONLY  $5,000  IN  SAVINGS 


for  heaven's  sake — or  at  least  your  own  sake — don't  buy  four 
Leroy  Neiman  prints  and  a  Norman  Rockwell  lithograph  on 
the  basis  that  they  offer  greater  security  than  cash.  That's 
what  Danny  Willis  persuaded  his  wife  that  they  should  do,  as 
described  in  a  first-rate  Wall  Street  Journal  feature  story. 

"I'm  looking  at  it  as  an  investment.  We  decided  we  had  to 
put  our  money  into  something  t.<at  would  beat  a  5'/4%  savings 
account.  My  wife  was  raised  to  believe  that  you  saved  every 
penny,  you  don't  gamble  money  away.  You  work  hard  for  it 
and  invest  in  sure  things,"  he  says.  "If  you  told  me  last  year 
that  I  might  do  this,  I'd  have  said  you  were  nuts." 

Danny,  you  would  have  been  nuts  to  do  it  last  year,  and 
you're  nuts  this  year. 

Prints,  art,  antiques,  artifacts  of  every  variety  can  turn  out — 
sometimes — to  be  good  investments.  Often — at  least,  these 


days— your  kids  will  get  to  sell  them  at  auction  for  mop 
you  paid  for  them. 

Anyone  with  a  bit  more  or  a  bit  less  than  $5,000  stas| 
savings  should  realize  the  enormous  importance  of  the  a 
ty  of  it,  the  freedom  that  cash  gives  to  change  a  job,  or  to  | 
the  loss  of  one,  to  meet  an  emergency,  or  to  bend  a  budg 

There  is  no  certainty  and  certainly  no  guaranteed  hquic 
prints  and  art  and  artifacts.  At  the  moment  you  might 
need  the  dough,  the  upbeat  market  for  such  might  alst 
become  a  downer. 

Art  and  collectibles  as  investments  should  come  behin 
behind — some  cash  in  the  bank,  equity  in  a  home,  insu 
and  quality  things  required  for  daily  living. 

If  you  want  a  print  and  have  the  bread,  buy  it  and  rega 
money  as  spent,  not  invested. 


THIS  YEAR'S  ENTREPRENEURIAL  FIVE 


Babson  College's  Acad- 
emy of  Distinguished  En- 
trepreneurs ennobled  this 
year  a  second  Five.  As  a 
member  of  the  Selection 
Committee,*  I  had  fun  in- 
troducing the  group  to  the 
60th  Babson  Founders 
Day   Dinner  in  Boston: 


Newly  Ennobled  Five:  (1.  to  r.)  Lee.  Johnson,  Von  Furstenberg,  Evans,  fonsson 


successful  business , 
ties,  shows  that  bh 
beautiful  for  some 
gradually  getting  to 
for  more  and  more. 
Jonsson  was  a  prim' 
genitor  of  extr 
nary  Texas  Instrun 
Byung-Chull  Lee  foi 


Thomas  Mellon  Evans  is  well  known  to  Forbes  readers,  fohn 
Johnson,  through  Ebony  and  multiple  other  publications  and 

*The  other  judges  were  R.  Bernard  Alexander,  vice  president  and 
publisher  of  Business  Week.  Robert  L.  Bartley,  editorial  page  editor  of 
the  Wall  Street  Journal,-  John  A.  Hornaday,  chairman.  Division  of 
Management,  Babson  College;  the  late  editor  and  publisher  of  the 
Harvard  Business  Review.  Ralph  F.  Lewis;  Anthony  Thomas,  editor  of 
The  Economist. 


Samsung  Group,  Korea's  largest  trading  corporation,  now 
company  conglomerate.  He's  one  of  the  handful  turning . 
Korea  into  a  prime  international  competitor.  Diane  Von 
stenberg  (who's  in  better  shape  than  any  of  the  other 
enshrined)  single-handedly  created  chic,  packable,  affon 
classic  dresses. 
Quite  a  group  From  scratch,  they've  piled  up  a  lot  of  i 


UNHOLY  SMOKE! 


Wow.  Nothing  since  the  full-page,  one-sentence  editori- 
al on  then-Secretary  of  State  Dean  Rusk  1 1  years  ago 
has  produced  as  many  vehement-to-venomous  reader 

Your  comment  was  nearly  as  offen- 
sive as  the  smoke.  .  .  .  Maybe  your 
portfolio  is  overloaded  with  leafy 

Stocks.  —Ferry  Ulnch,  Costa  Mesa,  Calif. 

The  issue  is  not  one  of  "do-gooders," 
but  one  of  self-defense.  .  .  .  Cancel  our 
subscription.  —Wilbur  L.  Pritchard,  Wash- 
ington, D.C. 

I  demand  my  money  back  .  .  .  you 
can  take  your  tobacco  and  your  maga- 
zine and  shove  it  up  your  tobacco- 
clogged  system!  —Carolyn  N.  Zitz,  Red 
Hook,  N  Y. 

. .  .  inconceivable  that  a  person  as  in- 
telligent as  you  could  write  such  a 
totally  ignorant  editorial.  ...  I  do  not 
plan  to  renew  my  subscription,  —[on 

Schachter,  New  York,  N.Y. 

No  wonder  so  many  people  die  .  .  . 
not  from  nonsmoking.  It's  from  all 


"This  isn't  so  bad,  considering  some  compa 
nies  have  banned  smoking  areas  altogether!" 

Reprinted  by  permission  of  Chicago  Tribune-New  York  News  Syndicate 


reactions  as  my  recent  observation  on  "The  Successful 
Arrogance  of  Nonsmokers"  (July  23,  p.  22).  A  repre- 
sentative sampling  from  the  batch  received  so  far: 
that    don't-give-a-damn  insen 

smokers'  Smoke!  — Guy  Reynolds 

son,  Miss. 

Cigarette:  a  fire  on  one  end  and 

on   the  Other!    —OR.  Woodward, 
Hills,  Calif. 

You  may  enjoy  your  cigar  in  priv 

lUSt    like    Sex.    —Richard  D.  Weng 

Charles,  Mo. 

Let's  suppose  that  I  like  to  eat 
burger  cheese  (heavily  aged), 
would  Mr.  Forbes  say  if  I  we 
invade  his  office,  dropping  piec 
my  "drug"  on  his  office  carpet, 
ing  a  very  rank  odor  for  all  to  ir 
— David  Fusco,  Arlington,  Tex. 

We've  got  to  get  you  people 
control  for  the  public  good.  —Die 

mann  (no  addressl 

. . .  permeated  by  illogic.  .  .  .  Can 
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E  and  fumes.  .  .  .  Pets  are  not  banned,  but  there  are  laws 
nst  cats  in  coffee  shops.  ...  By  your  thesis  either  I  have  the 
t  to  play  a  trumpet  under  your  bedroom  window  at  midnight, 
aimpets  should  be  banned.  Nonsense!  We  expect  clearer 

king  from  Our  Chairman.  —Daniel  Lea,  Tipp  City,  Ohio 

problem  is  not  one  of  arrogance  but  survival.  Where 
your  right  to  smoke  stop  and  my  right  to  breathe 

n?  —Arnold  Goldspiel,  Nutley,  N.J. 

<eep  my  dog  away  from  you  if  you  will  keep  your  smoke 

y  from  me.  —Gardner  C.  Duncan,  Eagle  Lake,  Tex. 

seem  to  have  arrogance  and  consideration  confused.  .  .  . 

.  Diedi,  Signal  Mt.,  Term. 

never  had  a  dog  jump  on  my  table  and  "mess"  while  I  was 
rig  a  $25  dinner  .  .  .  you  smokers  miss  the  most  obvious  .  .  . 
sant  fragrances,  tasty  food,  fresh  air.  .  .  .  Once  you  have  it, 

fight  to  keep  it.  —David  A.  Costello,  Nashville,  Tenn. 

smoker  may  choose  to  kill  himself,  but  I  object  to  his 


uemg  anuweu  to  cnoose  ror  me,  too.  —  Damon  tlkins,  hort  Smith,  Ark. 
...  I  always  thought  you  were  a  down-to-earth,  sensible  per- 
son. —Ray  Reiser,  Holmes  Beach,  Fla. 

.  .  .  hope  you'll  "break  your  leg  slipping  on  dog  droppings"  en 
route  to  emphysema  and  lung  cancer.  .  .  .  While  you  are  cough- 
ing your  way  to  your  coffin,  kindly  cough  up  the  unexpired 
remainder  of  my  Subscription.  —Frank  B.  Conselman,  Slaton,  Tex. 
I  have  no  objections  to  smokers  smoking  in  public  places 

provided  they  don't  exhale.  —  J.V.  Borruso,  Bloomfield  Hills,  Mich. 


There  were  two  letters  in  support.  Yup,  they  were  from 
high-ranking  executives  with  major  tobacco  companies. 

Footnote:  from  being  a  two-to-three-pack-a-day  cigarette 
smoker,  I  quit  cold  turkey  15  years  ago.  And  only  in  recent 
years  took  up  an  occasional  cigar — sometimes  at  lunch,  more 
often  dinner. 


PLEASE  BE  SURE  TO  READ 

i  Murphy's  penetrating  piece  on  why  "the  dollar  will  remain  other  countries  on  exports  ...  the  Turk's  tale  of  imported 
ap"  (p.  142)  commenting  on  attitudes  here  versus  those  of    machinery  ...  the  use  of  taxes  to  spur  foreign  sales.  .  .  . 


ALL  OF  US  LIKE 

to  be  thought  agreeable, 

but  not  at  the  price  of  always  agreeing. 


WHEN  YOUNG,  YOU'RE  SHOCKED 

by  the  number  of  people  who  turn  out  to  have  feet  of  clay. 
Older,  you're  surprised  by  the  number  of  people  who  don't. 


THE  COMMON  MAN'S  (AND  WOMAN'S)  TAX  SHELTER 


By  M.S.  Forbes  Jr. 

Housing.  Thanks  to  the  tax  laws, 
this  has  been  more  of  a  boom  in  prices 
than  in  supply.  Housing  values  have 
more  than  doubled  in  the  past  ten 
years  while  stocks  and  bonds  have 
gone  down. 

Demand  alone  doesn't  account  for 
such  a  surge. 

People  are  in  record-high  tax  brack- 
ets because  of  inflation.  Whereas  a 
fairly  well-to-do  professional  would 
have  been  in  the  25%-to-30%  area  in 
the  mid-1960s,  he's  likely  to  be  at  the 
50%  level  today.  Factor  in  the  jump  in 
state  income  taxes  as  well  as  recent 
rises  in  the  Social  Security  levy  and 
even  people  with  average  incomes 
find  that  a  hefty  chunk  of  each  addi- 
tional dollar  ot  income  goes  to  the  tax 
man.  A  New  York  City  family  of  four 
with  an  income  of  $18,500,  for  in- 
stance, has  a  marginal  tax  rate  (includ- 
ing Social  Security)  of  38%. 

Since  interest  costs  and  property 
taxes  are  deductible,  the  true  cost  of 
owning  a  home  is  far,  far  less  than  the 
high  mortgage  rates  and  rising  prices 
suggest. 

What  makes  owning  a  home  espe- 
cially attractive  in  these  inflationary 
times  is  that  realized  capital  gains  are 
tax  free  if  you  reinvest  the  proceeds  in 
another  residence  within  18  months. 
Moreover,  if  you  are  over  age  55,  the 


first  $100,000  of  a  gain  is  tax  free, 
even  if  you  don't  reinvest  the  money 
in  a  new  home. 

What  a  contrast  to  the  treatment  of 
stocks  and  bonds,  where  realized 
gains  are  taxed  whether  or  not  they're 
reinvested. 

The  frenzied  price  boom  in  housing 
will  slow,  thanks  to  the  growing  tight- 
ness of  mortgage  money,  but  the  pres- 
sures have  merely  been  deferred. 
*    *  * 

The  surge  in  housing  values  strikes 
some  thoughtful  observers  as  having 
the  makings  for  a  major  crash.  That's 
unlikely.  People  don't  trade  houses 
the  way  they  would  baseball  cards  or 
dump  them  as  they  would  stocks  or 
bonds.  As  long  as  home  owners  can 
meet  monthly  mortgage  payments, 
prices  won't  go  through  the  floor.  Re- 
member, overall,  housing  stock  is  not 
in  oversupply,  and  builders  cut  back 
quickly  when  the  market  weakens. 

Housing  prices  could  collapse  in  the 
aftermath  of  a  major  economic  catas- 
trophe; they  will  not  precipitate  it. 

IS  THE  POUND  TOO  HIGH? 

The  most  spectacular  performer  on 
the  international  monetary  markets 
this  year  has  been  the  British  pound. 
But  has  sterling  gone  up  too  far? 

Even  with  the  North  Sea  oil,  Brit- 
ain's balance  of  payments  is  still  in 
deficit  and  her  economic  prospects 


don't  look  very  promising,  either. 

The  Tories  doubled  the  value-added 
tax  to  pay  for  their  cuts  in  the  income 
tax.  The  Conservatives  have  not  real- 
ized that  the  reduction  in  income  lev- 
ies will  be  largely  self -financing  (see 
this  column,  July  9).  The  rise  in  the 
VAT  will  greatly  exceed  what  the  av- 
erage consumer  gains  from  the  tax 
cuts.  The  result  will  be  less  demand, 
which  will  reduce  corporate  profits, 
and  more  industrial  strife,  which  will 
hurt  the  bottom  line  as  well. 

Mrs.  Thatcher's  government  has 
also  raised  the  already  high  rates  of 
interest.  Monetary  theory  says  that 
such  a  maneuver  will  reduce  the  mon- 
ey supply  and  indeed  it  will.  Aut  is  it 
wise  to  slam  these  brakes  on  so  hard 
when  the  economy  is  so  weak? 

The  move  will  cut  sharply  into  prof- 
its because  of  British  companies' 
heavy  reliance  on  debt.  The  higher 
rates  will  also  dry  up  badly  needed 
capital  for  new  ventures.  To  com- 
pound the  entrepreneur's  problems, 
the  new  government  has  deferred  re- 
ducing the  capital  gains  tax,  now  the 
highest  in  the  Western  world. 

Mrs.  Thatcher  needs  to  show  the 
same  flexibility  on  monetary  policy 
that  she  did  recently  with  Rhodesia. 
Otherwise  the  U.K.'s  economic  per- 
formance will,  unfortunately,  remain 
subpar,  and  sterling  will  come  down 
from  its  high  level. 
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Other  Comments 

Often  comments  by  others  stimulate  irritate, 
abuse  or  amuse  this  editor's  mind  —MSF 


Billions  under  Water 

In  1965  a  sensational  discovery  was 
made  in  the  middle  of  the  Red  Sea,  along 
the  prolongation  of  the  line  of  the  mid- 
ocean  ridge  which  runs  through  the  Indi- 
an Ocean.  There  are  pools  filled  with 
very  hot,  very  salty  water  along  that  line, 
and  at  the  bottom  of  these  pools  rich 
deposits  of  metal  have  accumulated,  es- 
pecially iron,  manganese,  zinc  and  cop- 
per. Some  of  these  deposits  are  300  feet 
thick.  American  oceanographers,  work- 
ing from  Woods  Hole's  research  ships 
Atlantis  II  and  Chain,  estimated  that  in 
one  pool  alone,  the  so-called  Atlantis  II 
Deep,  there  were  sediments  containing 
$1.5  billion  in  copper,  zinc,  silver  and 
gold.  A  subsequent  analysis,  also  con- 
ducted by  Woods  Hole  scientists,  led  to 
even  more  optimistic  conclusions.  Ac- 
cording to  these  calculations,  the  miner- 
al deposits  in  the  Atlantis  II  Deep  have  a 
value  of  $2.3  billion,  including  $780  mil- 
lion in  zinc,  $1.1  billion  in  copper,  $280 
million  in  silver,  and  $50  million  in  gold. 
Exploration  is  continuing  under  leases 
granted  by  the  government  of  the  Sudan. 

— Elizabeth  Mann  Borgese, 
The  Drama  of  the  Oceans 

Killing  the  Goose 

High  effective  tax  rates  discourage  in- 
vestment and  risk-taking.  Let  me  be 
more  specific.  .  .  .  The  mismeasurement 
of  depreciation  and  inventories  raised 
the  1977  tax  burden  on  the  income  of 
nonfinancial  corporations  by  more  than 
$32  billion.  This  represents  a  50%  in- 
crease in  the  total  tax  paid  on  corporate 
source  income  by  corporations,  their 
shareholders  and  their  creditors.  Infla- 
tion raised  the  1977  effective  tax  rate  on 
the  total  real  capital  income  of  the  non- 
financial  corporate  sector  to  66%.  Thus, 
taxes  now  take  two-thirds  of  the  total 
real  income  on  corporate  capital. 

— Martin  Feldstein,  president 
National  Bureau  of  Economic  Research 

Attacking  the 
Energy  Problem 

In  the  Santa  Fe  area,  there  are  solar 
features  in  an  estimated  10%  of  the 
buildings — more  than  10  times  the  aver- 
age for  the  rest  of  the  U.S.  ...  In  the 
Balcomb's  modern  adobe  house  [there]  is 
the  large  greenhouse  that  takes  up  most 
of  the  front  of  the  house.  Between  the 
greenhouse  and  living  areas  of  the  home 
is  a  tall,  thick  adobe  wall  that  stores  heat 
collected  by  the  greenhouse  glass.  "Ther- 
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mal  storage  in  the  adobe  wall  lasts  for 
about  10  hours,  so  the  electric  heaters 
usually  go  on  only  in  the  early  morning 
hours  in  midwinter,"  Mrs.  Balcomb  re- 
ports. [The  family's  electrical  heating  bill 
for  November  through  May  in  1978  was 
only  $38.] 

— U.S.  News  eP  World  Report 

Evenly  Sized  Up 

Announcing  the  appointment  of  Mr. 
Cheng  Kao  to  the  new  job  of  full-time 
ambassador,  Taiwan's  Foreign  Ministry 
said  the  appointment  showed  that 
Taiwan  recognized  Tonga  as  a  nation  on 
the  same  footing  as  the  United  States, 
"even  though  they  are  different  in  size." 

— Pacific  Island  Monthly 

Particular  People 

The  society  people  always  wanted  to 
meet  the  movie  stars,  so  I  mixed  them 
together.  When  they  say  that  society 
people  are  higher  than  the  stars,  that 
isn't  so.  Society  always  wants  some  ce- 
lebrity at  their  parties,  and  they  are 
lucky  if  they  can  get  one,  because  theat- 
rical people  are  very  particular  who  they 
go  with.  ' 

— Marion  Davies,  The  Times  We  Had 

Exhibitionists 

So  much  of  the  interior  world  is  domi- 
nated by  concealment  and  reticence  that 
the  American  need  to  reveal  and  com- 
municate begins  to  seern,  after  a  while, 
like  something  dreamed.  In  America  we 
are  urged  to  exhibit  ourselves,  tell  it  like 


it  is.  let  it  all  hang  out.  Our  waiti 
wearing  nameplates  call  us  honey; 
our  conventioneers.  We  attend  eni 
ter  sessions  stark  naked  with  strar 
and,  naked  too,  we  plunge  into  pooL 
out  of  cakes,  smile,  it  says  in  shoo 
dows.  try  god,  it  says  on  vermeil ; 
honk  ii  yo\  LO\  i  jesi  s,  itsaysonbu 
stickers.  So  we  publicly  smile,  we  st 
we  plunge,  pop  and  honk.  And  to  an 
meditating  in  his  voluminous  shn 
we  are  lunatics. 

— Richard  de  Combray,  Caravan 


In  large  measure,  this  is  a  i 
untary  program,  even  that 
its  mandatory. 

— Eugene  S.  Sunshine,  dir« 
of  conservation,  N.Y.  State  En 
Office,  commenting  on  the  78  de 
cooling  limit  for  commercial  buildi 


Notes  for  Food  Nuts 

While  fresh  foods  may  offer  an  esth 
advantage  to  some  people,  in  gen 
they  are  no  better  nutritionally  than 
cessed.  Overcooking  and  the  impr 
storage  of  many  fresh  food  items 
give  them  a  distinct  disadvantage  a: 
as  nutritional  content  is  concerned. 

— Dr.  Clayton  Thomas,  Har 
School  of  Public  Health;  member, 
Olympic  Council  on  Sports  Medi 

No  Roots 

Shortly  before  he  died,  O'Neill 
raised  himself  in  bed  and  cried,  "I  k 
it,  I  knew  it!  Born  in  a  goddam  h 
room  and  dying  in  a  hotel  room!" 

— Eugene  OT" 
quoted  in  Here  Lies  Amei 
Nancy  Eills  and  Parker  Hay 


ROTHCO 


"For  heaven's  sake!  The  gross  national  product  isn't  going  to  suffer 
that  much  simply  because  you're  away  from  things  for  a  couple  of  weeks!" 
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"13  YEARS  AGO  I  BOUGHT 
THIS  VOLVO  BECAUSE  IT 
WAS  ADVERTISED  AS  THE 
II  YEAR  CARr 


William  Stiles,  Bronx,  New  York 


13  years  ago,  William  Stiles,  an  expert  in  American 
ndian  history  and  artifacts,  discovered  the  treasure  you 
eehere:a  1966  Volvo. 

He  bought  it  because  ads  of  the  time  said  Volvos  were 
o  durable  they  lasted  an  average  of  11  years  in  Sweden. 

As  Mr.  Stiles  recalls:  "One  ad  said  that  a  Volvo  was  so 
Dugh,  you  could  'Drive  it  like  you  hate  it.'  I  did  exactly  that, 
n  my  field  work  I've  driven  this  car  295,000  hard  miles, 
nuch  of  it  through  former  Indian  territory.  It's  held  up 
ven  better  than  promised.  Driving  it  like  I  hated  it  made 
rie  love  it." 

Expressions  of  love  are  not  uncommon  among  Volvo 
•wners.  In  fact,  9  out  of  10  people  who  have  bought  new 
/blvos  are  happy. 

So  if  you're  unhappy  with  your  current  car,  do  what 
Ax.  Stiles  once  did  after  reading  one  of  VOLVO 
»ur  ads.  Buy  one  of  our  cars.        A  car  you  can  believe  in. 


we  control  the  basics. 

As  the  world's  largest  producer  of 
valves,  fittings  and  pumps,  you'll  find  u 
involved  with  the  needs  of  basic  indust 
Just  as  we  have  been  for  over  a  century. 
And  today  we  also  manufacture  water  a 
waste  treatment  components  that  help 
industry  meet  new  government  standards. 

*  Fluid  and  pollution  control.  A  capability 
of  Crane  Co.,  where  we've  demonstrated 
that  concentration  on  essential  products 
for  essential  industries  helps  build 
a  strong  and  growing  business.  In  steel. 
In  building  products.  In  aerospace 
and  aircraft.  And  of  course,  in  fluid  and 
pollution  control. 

Crane  Co..  300  Park  Avenue,  New  York,  NY  10022 
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GLENLTVET 

AGED  12  YEARS 


Discover  more. 

Let  your  mature  taste  lead  you  fro 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  th 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth 
ness  and  full-bodied  richness,  unmatchec 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


w 


GLENLIVET  \ 


*2  YEARS  OLD 

Upended a/l malt 
'Scotch  WkisJu/ 


E  TASTEBEYOND 
MILM  SCOTCH 


Forbes 


"far  as  the  commercial  paper  market  is 
icerned,  Chrysler  isn't  going  to  be  another 
m  Central  Yet  the  railroads  ghost  still 
mts  that  market. 

Out,  out, 
damned  spot! 


By  Michael  Kolbenschlag 

I   eorge  Van  Cleave,  a  partner  of 

r Goldman,  Sachs  &  Co.,  has  re- 
moved his  suit  jacket  as  he  sits 
k  at  his  desk  in  the  posh,  glass-and- 
logany  headquarters  of  Goldman, 
ps  in  lower  Manhattan  on  a  muggy 
ust  morning.  "Sit  down,  be  comfort- 
,"  he  says.  "We're  abiding  by  the 
ident's  energy  guidelines." 
an  Cleave,  one  of  the  best-known 
ers  in  the  commercial  paper  market, 
1  a  good  mood  despite  the  dog-day 
ther.  He  might  be  otherwise  for  he 
a  good  reason  to  be  sweating.  The 
ing  room  next  to  his  office  is  alive 
activity  as  his  men  keep  close 


watch  on  their  computerized  video  dis- 
plays. So  far  the  news  they  relay  is  good. 
Although  paper  rates  have  started  to 
climb  ominously  just  when  the  rating 
agencies  have  downgraded  or  dropped 
their  listings  for  Chrysler  Financial 
Corp.'s  commercial  paper,  the  tightening 
of  the  market  can't  be  traced  specifically 
to  Chrysler.  "The  rates  have  been  artifi- 
cially low  for  the  past  six  weeks  to  two 
months,"  he  says.  "Chrysler  isn't  the 
problem."  If  Van  Cleave  is  right,  that's 
not  merely  good,  it's  terrific.  The  com- 
mercial paper  market  is  undergoing  its 
first  major  test  of  the  1979  recession. 
And  how  the  market  reacts  to  the 
Chrysler  difficulties  may  mean  the  dif- 
ference between  passing  and  failing. 


iman,  Sachs  &  Co  partner  George  Van  Cleave 
it  be  too  quick  to  get  off  the  elevator. 
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The  charts  of  what  happened  to  the 
market  during  its  1973  slump  tell  the 
story.  As  the  rating  agencies  started 
spotlighting  the  bad  risks  and  as  the  good 
risks  started  going  to  the  banks  for  short- 
term  money,  volume  in  dealer  paper — 
the  barometer  of  the  market — dropped 
25% ,  from  $  1 2  billion  to  $9  billion  in  just 
a  few  months.  While  the  overall  market 
recovered  and  grew  to  some  $40  billion 
by  year's  end,  the  shock  had  been  felt. 
Memories  of  the  1970  Perm  Central 
bankruptcy  that  left  $80  million  in  unse- 
cured paper  floating  in  the  market  and 
investors'  portfolios  were  still  fresh. 
Penn  Central  was  a  Goldman,  Sachs  cli- 
ent. There  were  lawsuits.  It  wasn't  pleas- 
ant. Now  Chrysler  is  the  threat,  and  the 
old  ghosts  are  haunting  the  commercial 
paper  market  once  more. 

Dealers  like  Van  Cleave  have  always 
believed  that  the  commercial  paper  mar- 
ket was  destined  to  become  more  than 
just  a  marginal  "elevator  market"  in  un- 
secured borrowings,  where  the  name  of 
the  game  is  to  get  off  quickly  at  the  first 
sign  of  trouble.  In  1979,  with  over  $100 
billion  in  volume,  it  is  well  on  its  way  to 
fulfilling  their  expectations.  Growing  at 
a  robust  15%  to  20%  annual  clip,  it  has 
become  U.S.  industry's  number-one 
short-term  financing  vehicle.  With  ma- 
turities averaging  only  30  days,  and  rates 
consistently  below  the  prime  rate,  it  has 
virtually  pushed  the  commercial  banks 
out  of  short-term,  current  transaction 
lending.  One  major  bank,  Bankers  Trust, 
has  opened  its  own  commercial  paper 
department  to  become  a  dealer  itself 
Others  are  likely  to  follow. 

The  market  has  grown  to  such  an  ex- 
tent that  at  least  a  dozen  of  Europe's 
largest  banks  will  soon  be  issuing  their 
paper  in  the  U.S.  market.  Like  domestic 
and  foreign  corporate  issuers,  the  Euro- 
peans want  a  piece  of  a  large,  fast-mov- 
ing dollar  market  that  will  give  them  an 
alternative  to  borrowing  in  Eurodollars. 

Beating  the  banks  at  their  own  short- 
term  lending  game  has  made  Van  Cleave 
bullish.  "Since  1973  the  market  has  ma- 
tured into  a  sophisticated  issuer-investor 
market,"  he  says.  "In  the  last  three 
years,  over  200  new  corporations  have 
entered  the  market  and  given  it  greater 
quality  and  stability." 

Van  Cleave  is  not  alone  in  his  beliefs. 
Richard  Fuscone,  vice  president  of  Mer- 
rill Lynch,  stares  soberly  into  a  "Virgin 
Mary"  in  the  executive  aerie  atop  Merrill 
Lynch,  overlooking  Wall  Street.  "The 
prime  rate  doesn't  react  as  fast  to  market 
situations  as  paper,"  he  says.  "Flexibility 
is  a  big  advantage  of  the  market.  That's 
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why  it's  a  highly  attractive  market  for 
both  the  investor  and  the  issuer."  Fus- 
cone  adds,  nibbling  nonchalantly  on  a 
bread  roll,  that  in  the  last  few  months 
savings  and  loan  associations  (those  bas- 
tions of  conservative  middle-class 
American  thrift)  have  also  received  per- 
mission to  issue  paper  in  the  market. 
"The  general  quality  of  the  paper  in  the 
market  is  very  high,"  he  says.  "Because 
paper  is  a  rated  security,  it  gives  comfort 
to  the  portfolio  manager." 

Is  such  comfort  enough?  The  Chrysler 
troubles  came  at  a  time  when  the  econo- 
my was  still  relatively  strong.  Chrysler 
Financial  Corp.  has  already  agreed  to  sell 
$500  million  worth  of  its  receivables  to 
Household  Finance  and  is  about  to  close 
a  deal  for  another  $230  million  worth  to 
General  Motors  Acceptance  Corp.  But  if 
there  were  several  other  Chryslers  it 
might  not  be  so  easy  to  turn  receivables 
into  cash. 

Commercial  paper  is,  after  all,  simply 
an  unsecured  IOU,  and  some  investors 
find  neither  comfort  nor  stability  in  that 
fact.  The  manager  of  one  of  the  biggest 
pension  funds  on  the  East  Coast  admits 
that  money  market  investments  have 
been  good  to  the  funds  for  the  last  two 
years,  but  he  remains  cautious  about  put- 
ting his  dollars  into  commercial  paper. 
"Chrysler  really  didn't  put  a  fear  into  the 
marketplace,  but  then,  Chrysler's  prob- 
lem hardly  came  as  a  surprise  to  any- 
one," he  observes.  "If  some  new  unex- 
pected company  turned  belly  up  .  .  . 
well,  feelings  could  change  quickly." 

And  what  if  the  recession  does  take  a 
much  bigger  bite?  Then  U.S.  industry 
would  have  to  go  back  to  the  banks  for 
its  short-term  financing  and  the  result- 
ing extra  cost  could  be  acutely  painful  to 
it  and  the  economy.  Because  of  this  ever- 
present  possibility,  the  pension  fund 
manager  on  the  East  Coast  won't  invest 
his  money  unless  the  paper  carries  an 
ironclad  Al/Pl  rating  for  the  issuer  and  a 
AA  bond  rating  for  the  parent  company. 
Of  the  650  or  so  companies  active  in  the 
paper  market  on  any  given  day  about 
60%  carry  an  Al/Pl  rating.  Far  fewer  are 
backed  by  the  bond  rating  as  well,  and 
the  average  savvy  investor  probably  only 
risks  his  money  on  no  more  than  50  with 
which  he  feels  secure.  And  even  then 
there  is  risk  because,  despite  1973  and 
Penn  Central,  not  all  commercial  paper 
is  backed  100%  by  the  bank  lines  that 
dealers  like  to  talk  about. 

The  market  also  has  a  built-in  poten- 
tial for  unhealthy  speculation.  Because 
the  market  is  a  fast-in,  fast-out  proposi- 
tion, corporations  are  using  it  not  only 
for  funding  current  transactions  but  for 
arbitrage  as  well.  Corporate  treasurers 
with  a  taste  for  living  dangerously  have 
found  that  they  can  gain  up  to  half  a 
point  in  arbitrage  by  playing  the  market, 
going  short  with  their  paper  and  long  in 
CDs  or  Eurodollars.  Still  others  are  going 


long  in  paper  as  a  hedge  against  what 
short-term  rates  are  likely  to  do.  "The 
situation  is  similar  to  what  happened 
before  the  last  recession,  when  compa- 
nies were  borrowing  from  the  banks  and 
buying  CDs,"  says  one  New  York  banker 
who  follows  the  paper  market.  John  F. 
Donahue,  chairman  of  the  board  of  A.G. 
Becker,  pooh-poohs  the  idea  that  the  pa- 
per market  is  rife  with  speculators.  "I'd 
be  surprise.d  if  it  amounted  to  5%  of  the 
market,"  he  says.  But  then,  even  5%  of 
the  market  is  $5  billion,  which  isn't 
small  change. 

So,  despite  the  appearance  of  rising 


confidence  as  the  U.S.  commercial  ] 
market  grows,  the  market  and  its  i: 
tors  are  still  gun-shy.  Chrysler  Fina 
is  the  latest  test  and  there  are  likely 
others.  The  paper  dealers  will  be  w, 
ing  their  video  screens  carefully 
though  they've  been  strong  enoug 
take  short-term  corporate  finar 
away  from  the  banks  in  good  time 
one  is  sure  how  even  a  $100  billion 
ket  will  behave  if  times  get  tough.  T 
the  problem  with  IOUs:  Even  if  th 
terest  rates  are  attractive,  you  hav 
have  confidence  in  the  person  behini 
paper  before  you'll  take  one.  ■ 


GM's  new  X-body  models — Citation,  Phoen 
Omega  and  Skylark — are  selling  beautiful 
But  can  GM  produce  enough,  with  enou± 
add-on  options,  to  preserve  profit  margins? 

"X"  marks 
the  bright  spot 


By  Jerry  Flint 


We  lose  money  on  every  one,  but 
we  make  it  up  on  volume." 
That  used  to  be  a  favorite  De- 
troit wheeze,  meaning  that  even  low- 
priced  cars  are  profitable  if  you  build 
enough.  Now  Detroiters  say  there  is  no 
big  money  in  the  new-breed  small  cars — 
but  they  make  it  up  in  options. 

That  idea  is  being  tested  right  now 
with  General  Motors  Corp.'s  new  line  of 
X-body  cars,  introduced  in  April  under 
the  names  Citation  (at  Chevrolet),  Phoe- 
nix (at  Pontiac),  Omega  (Oldsmobile)  and 
Skylark  (Buick).  The  line  cost  GM  $2 
billion  to  design  and  tool,  and  prices  start 
at  a  low  $4,155  for  these  front-wheel- 
drive,  sideways-engine  models.  But 
there's  plenty  of  room  to  build  up  the 
price  and  profit  with  add-ons  such  as  (on 
the  Citation)  air-conditioning  ($527)  and 
sun  roof  ($226)  or  the  X-l  1  package  ($476 
for  fancy  side-view  mirrors,  black  head- 
light bezels,  rally  wheels,  pinstripes  and 
the  like)  and  the  AM-FM  stereo  8-track 
($253)  and  roof  carrier  ($80). 

Dealers  say  they  are  delivering  a  typi- 
cal Citation  for  about  $6,000  (getting 
window-sticker  list  price  or  discounting 
no  more  than  $100  or  $200).  More  im- 
portant, they  say  for  the  first  time  they 
are  luring  middle-aged,  middle-income 


buyers  to  the  new  smaller  car,  and  th 
are  the  customers  who  usually  want  a 
load  of  options.  A  Buick  man  repo 
almost  reverently,  the  record  price  p 
for  a  Skylark  X-body:  $9,205. 

One  thing  that's  certain:  GM  is  sell 
every  X-body  car  it  can  make.  Small  de 
ers  and  big  sellers  report  the  same  str 
Listen  to  Marvin  Kxome,  whose  sir 
family  dealership  has  been  selling  Ch 
rolets  (about  150  new  cars  a  year) 
Gilbert,  Pa.  for  52  years: 

"Demand  is  phenomenal.  Right  n« 
we  are  sitting  on  18  sold  [Citation] 
ders,  while  big  cars  are  coming  out  of  c 
ears,  if  you'll  excuse  the  expression." 
customer  ordering  this  new  front-whe 
drive  auto  from  Krome  will  have  to  w 
12  to  15  weeks  for  delivery,  whi 
means  November,  assuming  GM  is: 
struck  this  fall  by  the  United  Auto  Woi 
ers.  "It's  getting  to  the  point  where  we 
hesitant  to  talk  about  the  car.  I  cai 
even  drive  one  myself.  I'd  have  20  peop 
down  on  my  back." 

Since  the  little  four-  or  six-cylind 
cars  came  out  (customers  are  taking  60 
fours,  40%  sixes,  the  reverse  of  GM  e 
pectations),  sales  have  moved  up 
50,000  a  month  and  hung  there  whi 
industry  car  deliveries  slumped.  The  c 
der  backlog  for  the  X-body  cars,  GIV 
divisions  report,  is  500,000,  or  enough 
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the  three  X-car  assembly  plants  (at 
town,  N.Y.,  Willow  Run,  Mich., 
Oklahoma  City)  rolling  through 
g.  Order  backlogs  can  vanish,  of 
e,  if  sales  should  slacken,  but 
's  no  sign  of  that  despite  Detroit's 
al  woes. 

s  been  strong  since  day  one  and 
t  let  up,"  says  Courtenay  Wroth, 
manager  at  Warren  Biggs  Chevrolet 
Dwntown  Los  Angeles.  This  big 
room  delivers  about  1,700  new  cars 
|ir,  but  is  getting  only  15  X-body 
ions  a  month.  "If  I  can't  sell  [the 
>mer]  one  that  I've  got  in  stock  I  try 
itch  him  into  another  [type  of]  car," 
admits.  The  reason:  An  order  for  a 
hat  can't  be  delivered  for  90  to  120 
could  well  be  lost  before  the  car 
es. 

A  will  hike  production  from  the 
nt  2,500  to  3,280  a  day  when  a 
id  shift  goes  on  at  the  Oklahoma 
assembly  plant  this  fall,  and  four- 
ider  engine  output  for  the  cars  is 
I  increased  by  2,500  a  week  at  Ponti- 
Iich.;  but  that  is  about  all  GM  can  do 
ediately.  "We  could  convert  an  as- 
)ly  plant  [to  X-car  production]  in 
;  months,  but  it  would  take  18 
ths  to  expand  the  parts  production," 
a  GM  spokesman. 

|Ve  knew  this  car  was  going  to  be 
rated,  but  we've  never  seen  such  an 
ult  on  the  market,"  said  an  Oldsmo- 
lofficial. 

that  customers  apparently  like  is  the 
economy,  which  runs  from  23  to  29 
is  per  gallon  city/highway  driving  on 
:rnment  tests,  roominess  and  (for  a 
11  car)  peppy  performance.  There  are 
e  problems — complaints  of  engine 
ing  and  stuttering  have  been  made — 
quality  appears  high  for  a  new  car 
i  radical  engineering  changes,  such 
ront-wheel-drive  and  the  sideways 
ne. 

iure  there  are  problems,  but  I'm  go- 
to buy  one,"  says  Jim  Dunne  of  De- 
:,  one  of  the  nation's  better-known 
testers.  "It's  got  good  fuel  economy, 
small  and  easy  to  whip  around." 
me  says  he  is  disillusioned  with  im- 
ed  cars.  He  complains  that  the  repair 

are  often  excessive. 
M's  other  small  cars,  the  lower- 
id  Chevette  (a  short,  boxy  $4,500 
lei)  and  the  sportier  H-Special  body — 
vy  Monza,  Pontiac  Sunbird,  Olds 
fire,  Buick  Skyhawk — are  selling 
,  too.  Indeed,  line  speed  at  the  Ohio 
t  building  the  Monza  group  has  been 
id  from  70  to  80  an  hour,  and  there 
umors  of  another  hike  to  90. 
nfortunately  for  the  industry,  there 
10  more  really  small  cars  coming  out 
1  the  fall  of  1980,  a  year  away.  This 
>  new  cars  are  largely  downsized  ver- 
s  of  larger  models.  For  the  '81  model 
,  however,  there  will  be  a  covey  of 

small  cars:  the  K-body  cars  from 


Cheiy  dealer  Martin  Krome  of  Gilbert,  Pa.  fondles  a  scarce  Citation 

"I  cant  even  drive  one  myself.  I'd  have  2Q  people  down  on  my  back." 


In  the  trenches 
at  Chrysler 


Auto  dealers  are,  of  necessity,  born 
optimists,  but  selling  Chrysler  Corp. 
cars  these  days  takes  a  double  dose  of 
antidepressant.  The  company's  finan- 
cial plight  is  a  major  news  story — and 
not  the  sort  of  publicity  that  draws 
customers  into  showrooms. 

Instead,  concern  about  Chrysler's 
future  threatens  to  bring  on  what  De- 
troiters  dub  the  "orphan"  effect:  Po- 
tential buyers  worry  about  the  future 
availability  of  parts  and  service  as  well 
as  resale  values.  "No  one  wants  your 
cars  if  he  thinks  you're  going  out  of 
business,"  explains  George  Romney, 
who  successfully  fought  the  soon-to- 
collapse  image  when  he  took  over 
American  Motors  Corp.  in  1954.  "I 
think  the  big  fleet  buyers  are  out  of 
the  market  already,"  adds  Charles 
Foulke,  who  owns  Cherry  Hill  Dodge 
in  suburban  Philadelphia. 

Chrysler  dealers,  however,  hope  to 
counter  the  bad  financial  press  with 
another  powerful  ploy — the  lure  of 
fire-sale  bargains.  They  are  already 
scheduling  "tent  sales"  in  major 
cities.  These  high-pressure  weekend 
extravaganzas  at  ball  parks  or  race- 
tracks let  dealers  pool  the  promotion 
and  selling  costs.  The  hoopla,  backed 
by  hefty  factory  rebates,  helps  to 
move  Chrysler's  80,000-car  inven- 
tory, which  costs  about  $2  per  vehicle 
per  day  to  carry. 


Of  course,  hard  times  are  nothing 
new  for  most  of  Chrysler's  4,800  deal- 
ers. Despite  the  outlets  in  Portland, 
Ore.  and  Washington,  D.C.  that  went 
belly-up  recently,  the  company's  roll- 
er-coaster record  has  bred  a  certain 
scrappy  resourcefulness  in  the  show- 
rooms. "A  good  percentage  of 
Chrysler  dealers  could  survive  if  they 
never  sold  any  new  cars,"  says  Del 
Spitzer,  who  operates  ten  Dodge  and 
Chrysler-Plymouth  outlets  in  Florida 
and  Ohio.  Of  necessity,  he  notes, 
Chrysler  marketers  earn  a  major  por- 
tion of  their  profits  from  used  cars, 
leasing,  service  and  parts. 

Not  that  the  boys  selling  cars  mean 
to  forsake  the  factory  entirely.  Rapha- 
el Cohen,  who  heads  a  New  York- 
based  dealer  organization,  proposed 
that  franchisees  assist  Chrysler  by 
paying  a  $50  surcharge  on  each  unit 
they  sell  and  spreading  over  five  years 
their  5%  rebate  on  unsold  cars  in 
stock  at  model-change  day.  "That's 
an  interest-free  loan  of  $40  million  a 
year,"  he  says.  "We've  got  billions 
invested  that  will  be  worthless  if 
Chrysler  goes  under,  so  we've  got  to 
help  them." 

Maybe  so — and  if  other  dealers  buy 
this  aid-from-the-troops  pitch,  all  well 
and  good.  But  the  best  way  they  can 
help  beleaguered  Chrysler  is  to  sell 
more  cars.  — Paul  W.  Sturm 
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Chrysler,  small  front-wheel-drive  models 
to  compete  with  GM's  X-body;  the  J- 
body  line  from  CM,  a  smaller,  sporty 
replacement  for  the  Monza  group;  and 
the  Erika  (code  name)  from  Ford,  all  of- 
fering four-cylinder  engines.  GM,  which 
still  has  a  big  stake  in  larger  models,  will 
also  lift  its  diesel  engine  production  from 
today's  200,000  to  about  300,000  in  the 
'80  model  year  and  is  building  a  big  new 


engine  plant  to  boost  output  of  fuel- 
stingy  diesels  for  the  '82  model  year. 

After  the  1973-74  embargo  and  reces- 
sion, small-car  sales  fell  off  and  auto- 
makers lost  some  of  their  interest,  too. 
This  time  it  will  be  different.  "A  cat 
which  sits  on  a  hot  stove  and  gets  burned 
might  forget  and  do  it  again,". says  Pete 
Estes,  the  president  of  GM.  "But  twice 
burned  is  a  hard  lesson  learned."  ■ 


Motivating  top  managers  with  cash  bonuses, 
pay  hikes  and  promotions — is  that  any  way  to 
run  a  government? 

Every  good 
bureaucrat 
deserves  favor 


President  Carter's  recent  Cabinet 
reshuffle  didn't  lack  for  media  at- 
tention. Whether  the  event  will 
rate  more  than  a  footnote  in  the  history 
books,  however,  remains  to  be  seen. 
Meanwhile,  what  could  be  a  far  more 
significant  change  in  the  way  the  gov- 
ernment works  passed  almost  unnoticed. 


The  Administration  has  quietly  moved 
6,000  top  federal  workers  into  the  Senior 
Executive  Service,  an  elite  management 
unit.  SES  is  a  radical  departure  from  tra- 
ditional civil  service  concepts. 

SES  is  a  governmentwide  pool  of  the 
bureaucracy's  best  and  brightest.  Unlike 
the  laid-back  (some  might  say  catatonic) 


Director  Alan  Campbell  of  the  government's  Office  of  Personnel  Management 
One  bad  report  card  and  it's  back  to  the  faceless  pool. 


civil  service,  SES  members  swap  t 
curity  of  their  firmly  entrenched 
tions  for  the  chance  to  compete  foj 
terial  rewards.  No  more  automatij 
motions,  pay  hikes  or  lifelong  ta 
Instead,  SES  assignments,  salariej 
benefits  are  based  on  annual  p 
mance  reviews — with  luck,  much  li 
evaluation  in  private  industry.  On 
performance  rating  puts  the  SESer) 
in  the  faceless  pool  of  civil  servants 

For  the  first  time,  the  governmerj 
the  flexibility  to  move  top  people 
one  agency  to  another,  and  even  ti 
mote  them  if  necessary.  An  SES  e: 
tive  receives  a  status  similar  to  a  mi 
rank,  and  is  no  longer  tied  to  a  part 
position.  Personnel  shifts  benefit  tin 
ployees  by  presenting  them  a  con| 
supply  of  fresh  job  opportunities.  "V 
trying  to  break  the  back  of  a  sy 
where  people  spend  their  whole  liv 
one  unit  of  one  agency,"  explains 
Campbell,  director  of  the  Office  of) 
sonnel  Management,  which  has  repl 
the  old  Civil  Service  Commission. 

Private  industry  personnel  execu 
approve  heartily.  "It's  just  good  busi 
sense  to  plan  the  movement  of  tab 
says  Frank  Gaines,  coordinator  foi 
ecutive  development  at  Exxon,  wht 
similar  program  has  been  effective  fcl 
years.  The  SES  should  work,  he  adds: 

Some  government  managers  welc 
the  increased  responsibilities  their 
positions  bring.  "Normally  at  superg 
levels,  there's  no  recognition  for  imp 
ing  or  impacting  your  programs," 
Anthony  Cardinale,  who  runs  the 
fense  Department's  School  for  De] 
dent  Children  and  who  joined  SES 
hope  I'll  be  recognized  for  doing  a  £ 
job  or  called  on  the  carpet  for  a  bad  or 

Such  sentiments  hardly  fit  the  ste 
type  of  the  lazy,  security-seeking  bur 
crat.  Neither  does  the  number  of  fed 
managers  flocking  to  join  SES:  A  surj; 
ing  96%  of  the  initial  5,600  execut 
tapped  opted  to  join  up. 

"Hell,  even  three  months  ago 
word  around  town  was  that  no 
would  join,"  recalls  Campbell.  "I  < 
mistically  predicted  a  75%  to  80% 
rollment."  The  numbers  indicate 
Campbell  that  despite  popular  mytl 
ogy,  bureaucrats  are  as  willing  as  tl 
private  industry  counterparts  to 
risks,  putting  their  ability  on  the  lint 
compete  for  rewards. 

Money  is  the  primary  incentive  to 
SES.  Unless  Congress  takes  further 
tion,  SES  salaries,  payable  Oct.  1,  wil 
individually  negotiable  and  slightly  hi 
er  than  the  current  equivalent  civil 
vice  salaries  (capped  at  $47,500  in  19" 
In  the  tradition  of  Wall  Street  broker 
firms,  SES  superachievers  compete 
annual  bonuses  and  stipends  going  up 
$20,000.  Pay  ceilings  are  expected  to 
$69,600  in  October,  equal  to  Cabin 
level  salaries.  Other  perks  include  s 
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s,  more  authority  and  increased 
to  managerial  jobs. 
rever,  the  introduction  of  a  bigger 
and  a  stronger  stick  into  civil  ser- 
inployment  isn't  welcomed  by  ev- 
y  in  spite  of  the  96%  acceptance 
^People  have  reservations.  They  see 
lger  that,  if  you  don't  go  along,  you 
get  along,"  says  Eileen  Siedman, 
'resident  of  the  Federal  Executives 
an  organization  of  450  super- 
employees.  She  says  potential  SES 
ilates  polled  in  a  recent  FEL  survey 
sed  concern  about  political  abuse 
system.  There  weren't  any  real 
»  is,  Siedman  adds.  "If  you  didn't 
bu  were  labeled  uncooperative,  not 
i  player.  Then  you  face  early  retire- 
resignation  or  demotion." 

SES  priorities  are  backwards, 
ains  Dr.  Paul  MacLean,  an  HEW 
dical  researcher  and  one  of  the  few 
ds  who  declined  membership, 
vvere  counseled  to  make  a  choice 
on  what's  best  for  us.  Emphasis 


was  placed  first  of  all  on  financial  re- 
wards and  bonuses  and  opportunities  for 
advancement,  and  lastly  on  the  chance 
to  deliver  services  to  the  American  peo- 
ple." Dr.  MacLean  is  undoubtedly  sin- 
cere in  his  concern.  But  how  many  other 
civil  servants  worry  much  about  "service 
to  the  American  people"? 

SES  is  designed  to  prevent  "capricious 
and  arbitrary  decisions  to  fire  people," 
says  Sally  Greenberg,  associate  director 
for  executive  personnel  and  management 
development  at  the  Office  of  Personnel 
Management.  "There  will  be  no  light- 
ning bolts  at  the  end  of  the  year.  It's  just 
simply  common  sense:  You  know  what 
you  are  supposed  to  do  and  you  are  held 
accountable  for  accomplishing  those 
goals." 

Sounds  simple,  but  it's  a  dramatic  de- 
parture from  the  civil  service  system  in- 
augurated with  President  Chester  Arthur 
in  1883.  SES — with  its  emphasis  on  indi- 
vidual merit — throws  away  the  notion  of 
rewarding  everyone  equally.  And  this 


may  make  government — at  least  on  the 
top — easier  to  control.  "The  underlying 
theory  of  the  SES  is  that  the  top  layer  of 
bureaucracy  will  be  more  responsive  to 
the  President,"  explains  Wayne  Gran- 
quist  of  the  Office  of  Management  & 
Budget,  one  of  the  SES  architects. 

But  responsiveness  to  the  executive 
branch,  and  to  the  wishes  of  political 
appointees  such  as  Cabinet  officials,  may 
obstruct  the  SES  goals,  says  James  Sund- 
quist,  senior  government  fellow  at 
Brookings  Institution.  He  says  it's  im- 
possible to  insure  flexibility  in  promot- 
ing and  assigning,  to  make  rewards  the 
responsibility  of  political  appointees  and 
to  adhere  to  strict  merit  principles.  "In 
the  end,  one  of  these  will  have  to  go,  the 
experience  of  government  here  and  else- 
where appears  to  tell  us,"  he  says. 

Campbell  disagrees  but  warns:  "Don't 
expect  any  quick  answers.  It  will  take  at 
least  five  years  to  rebuild  public  confi- 
dence and  measure  improvement  in  the 
delivery  of  government  services."  ■ 


irlie  Bluhdorn  is  a  man  of  legendary  accomplishments.  Why,  then, 
?s  nobody  love  him? 


A  $400  million 
credibility  gap 


By  Paul  Gibson 

ater  finds  its  own  level,"  says 
if  Charles  Bluhdorn,  the  52-year- 
■  old  chairman  of  Gulf  &  Western 
stries,  Inc.  when  Forbes  asks  why 
>  one  of  the  few  $5  billion  companies 
oth  sales  and  assets)  trading  at  four 
s  earnings  on  the  Big  Board, 
elusive  to  all  but  a  handful  of  senior 
utives,  Bluhdorn  is  granting  an  in- 
ew,  a  rare  event  for  the  once-voluble 
lomerator.  An  aide  has  promised  he 
sit  still  long  enough  to  tell  Forbes 
^thing  we  want  to  know  about 
V  and  its  eight  operating  groups — 
plus  subsidiaries,  divisions  and 
; — whose  interests  range  from  mov- 
ind  pinball  machines  to  consumer 
ice,  cement  and  cigars, 
/ater  will  find  its  own  level,"  he 
rates.  But  what  does  that  mean? 
is  left  to  assume  it  means  the  mar- 


ket will,  in  time,  recognize  that  Gulf  & 
Western  deserves  better  than  a  humiliat- 
ingly  low  price/earnings  ratio.  But  Bluh- 
dorn is  also  conceding  there  is  not  much 
he  can  do  to  change  investors'  minds. 
Not  even  the  flamboyant  gesture  of 
spending  $3.3  million  to  print  his  annual 
report  as  a  special  insert  in  Time  maga- 
zine last  February  budged  the  stock. 

So  atop  G&W's  New  York  tower  here 
is  Bluhdorn,  shirt  collar  unbuttoned,  tie 
askew,  gray-haired  and  wan-faced.  He 
smiles  impishly  as  he  rocks  in  a  high- 
backed  leather  chair.  It's  soon  evident 
this  will  be  no  normal  interview.  Charlie 
Bluhdorn  is  holding  court.  Look  at  his 
office.  It's  almost  regal,  with  carpet  and 
walls  alike  colored  a  deep  majestic  blue. 
A  gallery  of  silver-framed  photographs 
shows  Bluhdorn  chatting  on  intimate 
terms  with  the  likes  of  LB  J  and  Pope  Paul 
VI.  For  the  next  80  minutes  Bluhdorn 
delivers  a  monologue  that  is  long  on  pa- 


triotism, short  on  facts.  Forbes'  ques- 
tions? He  ignores  them. 

Some  sample  quotes:  "Go  back  to  the 
beginning  of  this  company  and  if  you  add 
the  good  and  bad  things  together  it  will 
come  out  to  what  I  call  'The  American 
Dream.'  "  Or,  "I  believe  in  chemistry,  in 
building  bridges  and  in  making  history." 

The  American  Dream — Bluhdorn  is 
big  on  dreams.  His  biggest  right  now  is 
to  turn  the  Dominican  Republic,  where 
G&W  operates  four  hotels  and  is  a  huge 
landowner,  into  a  fantasy  island  where 
everyone's  wishes  come  true.  Another  is 
to  expand  Paramount  Pictures'  enter- 
tainment empire.  "In  an  uncertain 
world,  people  want  to  enjoy  them- 
selves," says  Bluhdorn  with  the  air  of 
profound  truth.  "They  want  escapism." 

Fulfilling  these  dreams  apparently 
takes  up  much  of  Bluhdorn's  time.  He 
spends  some  weekends  and  weekdays, 
too,  in  the  Caribbean  helping  the  Do- 
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minicans  plan  roads,  bridges  and  hospi- 
tals to  create,  as  he  puts  it,  "a  feeling  of 
freedom  for  the  people  and  show  that  the 
free  enterprise  torch  lives  [sic]."  When  he 
isn't  doing  that,  Bluhdorn  is  busy  either 
advising  the  Guzman  government  on 
how  to  make  money  trading  in  sugar  and 
other  commodities  or  helping  his  wife 
and  daughter  recreate  a  15th-century  vil- 
lage on  the  cliffs  overlooking  the  Rio  de 
Chavon  in  the  Dominican  Republic. 
G&W  is  picking  up  the  tab  for  this  pet 
project  which,  according  to  the  com- 
pany's last  annual  report,  "will  be  the 
living  expression  of  the  cultural  and  his- 
toric values  of  the  Dominican  people." 
(A  two-page  color  spread  about  the  Bluh- 
dorns'  recreation  was  featured  in  the  re- 
port, rankling  G&W  managers  who 
wanted  more  space  devoted  to  less  sub- 
lime projects  like  the  development  of  an 
energy-saving,  zinc-chloride  battery.) 

There's  a  paradox  here.  Dreamers  do 
not,  as  a  rule,  make  good  businessmen. 
Yet  the  record  shows  that  Bluhdorn  is  a 
consummate  businessman,  one  of  the 
best,  perhaps,  of  this  era.  Among  multi- 
companies  G&W  consistently  ranks 
high  in  profitability,  with  a  20%  five- 
year  average  return  on  equity  (Forbes, 
Jan.  8),  a  record  exceeded  only  by  Tele- 
dyne  and  Northwest  Industries.  Soon 
G&W  will  report  record  earnings  for  its 
fiscal  year  ending  July  3 1  of  about  $4.40  a 
share,  25%  above  fiscal  1978's  $3.53.  For 
next  year  expect  close  to  $5. 

Wall  Street  isn't  impressed.  When 
Forbes  polled  leading  analysts  recently, 
none  had  a  buy  recommendation  out  on 
G&W  and  even  longtime  supporter  John 
Neff  was  selling  the  stock  out  of  the 
Windsor  Fund  he  runs  for  Wellington 
Management.  Neff  had  purchased  the 
stock  when  it  was  even  cheaper,  had 
apparently  given  up  hope  of  seeing  it 
move  soon  and  was  taking  his  profit. 

So,  Bluhdorn  seems  stuck  with  that 
insultingly  low  P/E,  and  he  is  frustrated 
by  it.  "We  have  great  confidence  in  what 
we  are  doing,"  says  Bluhdorn,  pressing 
his  hands  together  as  if  in  prayer.  Those 
hands — so  gracefully  tapered — are  wor- 
thy of  a  Diirer  drawing,  yet  suddenly 
they  are  thumping  the  desk  as  Bluhdorn 
unleashes  a  passionate  torrent  of  words. 
"What  do  those  analysts  know?"  he 
cries,  his  native  Viennese  accent  now 
noticeable.  "They  are  lazy.  They  won't 
spend  five  minutes  examining  our  com- 
pany. Let  me  tell  you,  when  I  go  to  En- 
gland or  France  I  find  Gulf  &  Western  is 
much  more  appreciated.  There,  people 
aren't  jealous.  They  get  a  certain  thrill 
out  of  our  achievement." 

The  fingers  stop  thumping  and  return 
to  the  prayerlike  position  as  Bluhdorn, 
his  passion  spent,  lapses  momentarily 
into  silence,  meditating  perhaps  about 
his  accomplishments. 

Recall  the  Horatio  Alger  details  as  sup- 
plied by  his  obviously  intimidated  press 


aides:  The  refugee  from  Hitler's  Austria 
fled  to  England  for  schooling  and  reached 
the  U.S.  virtually  penniless  in  1942,  in 
time  to  serve  14  months  as  a  private  in 
the  U.S.  Army  Air  Corps.  Demobilized, 
he  tried  selling  anything  from  cotton  to 
plate  glass  to  coffee  while  studying  at 
Columbia.  He  never  graduated  but  pros- 
pered sufficiently  by  1958  to  buy  Michi- 
gan Plating  &  Stamping  Co.,  which  with 
$8.4  million  in  sales  had  an  almost 
worthless  contract  to  supply  rear  bump- 
ers to  Studebaker  but  was  listed  on  the 
American  Stock  Exchange.  He  spotted 
auto  parts  distribution  as  a  new  growth 
industry  and  branched  out,  flamboyantly 
renaming  his  company  Gulf  &  Western. 
In  slightly  over  a  decade,  with  generous 
help  from  Chase  Manhattan,  his  unusu- 
ally friendly  banker,  he  made  96  acquisi- 
tions— mostly  small  distributors,  but 
also  some  biggies,  including  New  Jersey 
Zinc,  Paramount,  South  Puerto  Rico  Sug- 
ar and  Brown  Co.  Their  attraction:  un- 
dervalued assets.  By  1968  G&W  sales 
were  above  $1  billion  and  boy- wonder 
Bluhdorn,  his  name  rarely  out  of  the 
headlines,  had  a  personal  fortune  of  $22 
million  in  G&W  stock  alone. 

Even  in  the  1970s,  with  money  tight, 
Bluhdorn  barely  slackened  his  pace.  He 
won  some  deals  (Marquette,  Kayser- 
Roth,  Madison  Square  Garden,  etc.). 
Others  did  not  go  through  (Great  Atlan- 
tic &  Pacific  Tea  Co.,  Signal  Cos.,  Tal- 
cott  National),  but  Bluhdorn  was  always 
bidding.  What  mattered,  according  to 
Bluhdorn,  was  that  "diversification  in  a 
rapidly  changing  economy  afforded  the 
greatest  opportunity  for  growth  and  pros- 
perity with  a  built-in  safeguard  against 
decline  in  any  one  area." 

In  the  mid-1970s  G&W  did  keep  its 
earnings  mounting,  when  other  paper 
pyramids  such  as  Litton,  Fuqua  and  Ban- 
gor Punta  collapsed.  G&W  even  scraped 
by  in  fiscal  1975  when  its  British  con- 
sumer finance  unit  took  a  $62.5  million 
pretax  writeoff  on  bad  loans.  Not  until 
1977,  when  four  major  operations — pa- 
per, sugar,  zinc  and  energy-related  equip- 
ment— all  sagged  simultaneously,  did 
G&W's  per-share  earnings  stumble, 
down  a  jarring  but  not  disastrous  28%. 

All  in  all  a  brilliant,  if  slightly  flawed, 
record.  The  real  problem  is  Charlie  Bluh- 
dorn suffers  from  what  used  to  be  called  a 
credibility  gap.  It's  probably  costing  him 
at  least  two  points  on  G&W's  price/earn- 
ings ratio  as  compared  with  other  con- 
glomerates. We're  talking  about  really 
big  money.  A  P/E  of  6  would  add  a  cool 
$420  billion  to  the  market  value  of  G&W 
stock,  recently  selling  at  17  lA. 

It's  not  that  Wall  Street,  investors  and 
the  public  at  large  have  anything  very 
specific  against  Charlie  Bluhdorn.  They 
just  don't  quite  trust  him.  His  words, 
deeds  and  motivations  don't  fit  into  a 
neat  package.  Take  all  those  investments 
G&W  has  made  over  the  years.  Few  were 


made  for  the  reasons  given  out 
time.  For  example,  according  to 
President  David  N.  (Jim)  Judelson, 
dorn  moved  into  automotive  rej 
ment  parts  because  a  parts  distribu  ■■- 
Houston  owned  some  attractive  re 
tate.  Only  later  did  Bluhdorn  realia 
was  a  hot  growth  business  populal 
family  firms  eager  to  sell  out.  New 
Zinc  was  a  cash  box  that  could  be 
to  pay  for  Paramount,  which  in| 
could  be  partially  liquidated  to 
funds  for  yet  more  takeovers.  And  s 


- 
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Gulf  &  Western's  Charles  Bluhdorn 
"What  do  these  analysts  know?  H 

Bluhdorn  and  his  spokesmen  tal 
growth,  synergy,  concept.  In  fact,  he 
bargain-hunting  trader  who  knew  hov 
make  acquisitions  cheaply  by  squeez 
part  of  the  purchase  price  out  of 
property.  The  idea  was  simplicity  its 


'A  longtime  friend  of  Bluhdorn  and  present  at  Gi 
creation,  Jim  Judelson  was  part  of  a  trio  that  be 
Bluhdorn  guide  G&W  in  its  early  days  The  otljers: J 
H  Duncan,  tlje  prominent  Houston  businessman  , 
brother  of  Charles  Duncan,  newlv  designated  Secre 
of  Energy;  and  Joel  Dolkart,  G&W's  ex-counsel  I 
comic  ted  of  check  forgery 
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>w  this  arithmetic:  If  you  buy  a 
ny  for,  say,  $100  million,  and  it 
510  million,  you  are,  seemingly, 
a  return  of  only  10%.  But  if  you 
juidate  surplus  real  estate,  draw 
;ash  and  sell  unprofitable  divisions 
tune  of,  say,  $40  million,  you  drop 
iet  purchase  price  to  $60  million, 
etum  rises  to  I62h%.  If,  on  top  of 
ou  made  the  purchase  at  the  bot- 
the  cycle  and  the  company's  earn- 
se  to,  say,  $15  million,  you  get  a 
of  25%.  This,  endlessly  repeated, 


terest  in  sports  and  rarely  watches  the 
New  York  Rangers,  Knickerbockers  or 
Washington  Diplomats,  even  though 
G&W  owns  all  three  teams. 

Perhaps  the  most  bizarre  of  Bluhdorn's 
investment  moves  were  his  positions  in 
Pan  Am  and  A&P.  Bluhdorn  likes  to  say 
he  bought  into  them  because  they  were 
national  institutions  that  shouldn't  be 
allowed  to  fall  into  foreigners'  hands. 
Bluhdorn  is  an  unusually  patriotic  man 
and  likes  to  show  visitors  the  Statue  of 
Liberty  from  his  office  window.  A  natu- 


A&P.  In  August  the  court  was  due  to  rule 
upon  a  financial  settlement  proposed  by 
Bluhdorn,  17  other  insiders  and  G&W  to 
close  the  case.  A&P  is  now  controlled  by 
West  Germany's  Tengelmann  Group. 

Nor  is  everything  what  it  seems  in  the 
Dominican  Republic.  There  G&W  oper- 
ates the  world's  largest  sugar  mill,  which 
supplied  nearly  a  third  of  G&W's  operat- 
ing profits  in  1975,  when  sugar  was  sell- 
ing at  31  cents  a  pound  (it's  now  below 
10  cents).  G&W  may  not  be  the  model 
benefactor  Bluhdorn  depicts.   In  the 


England  or  France  I  find,  we  are  more  appreciated.  There,  people  arent  jealous.' 


:  story  of  Bluhdorn's  success.  It  has 
ng  to  do  with  synergy  or  brilliant 
igement  "turnarounds." 
len  in  1977  Bluhdorn  had  G&W  pay 
le  the  market  price  for  Madison 
re  Garden,  many  thought  he  was 
mother  executive  jumping  on  the 
s  bandwagon.  Not  so.  Bluhdorn  was 
the  Garden's  vastly  undervalued 
state — a  Manhattan  office  building 
:  sold)  plus  land  surrounding  New 
s  Roosevelt  Raceway  and  Chicago's 
ington  Park.  Bluhdorn  has  scant  in- 


ralized  American,  he  once  told  a  congres- 
sional inquiry  how  on  returning  from  a 
trip  to  the  Soviet  Union  he  fell  to  his 
knees  in  front  of  the  customs  officer  and 
kissed  the  ground.  However,  as  a  legal 
action  in  Delaware's  chancery  court  re- 
cently alleged,  Bluhdorn  could  have  had 
other  reasons  for  having  G&W  purchase 
A&P  stock.  He  might  have  wanted  to 
gain  influence  at  A&P,  thereby  protect- 
ing an  earlier  investment  of  his  own  in 
Bohack  Corp.,  another  New  York  area 
supermarket  chain  that  competed  with 


Dominican  press  and  on  U.S.  television 
G&W  has  been  pilloried  for  paying  wages 
low  even  by  local  standards  and  for  alleg- 
edly sabotaging  the  operations  of  a  com- 
peting hotelier.  In  July  a  federal  judge  in 
New  York  ruled  that  G&W's  Dominican 
Republic  affairs  were  within  his  jurisdic- 
tion, allowing  a  $2  billion  antitrust  suit 
by  the  hotelier  to  proceed. 

In  Washington,  the  Securities  &  Ex- 
change Commission  has  spent  three 
years  probing  G&W's  affairs  in  what 
ranks  among  the  most  complex  corpo- 
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rate  investigations  yet  undertaken  by  the 
agency.  Among  the  SEC's  concerns  are 
rumors  to  the  effect  that  G&W  manipu- 
lated earnings  reports  by  swapping  assets 
between  subsidiaries  to  create  artificial 
gains.  The  SEC  also  requested  informa- 
tion bearing  on  G&W  management's  use 
of  corporate  and  pension  funds  in  their 
control.  Some  of  the  information  before 
the  SEC  comes  from  convicted  forger 
Joel  Dolkart,  who  was  also  charged  with 
milking  millions  of  dollars  from  his  New 
York  law  partners  while  acting  as 
G&W's  counsel  and  Bluhdorn's  personal 
lawyer.*  G&W  and  Bluhdorn  deny  any 
wrongdoing,  but  are  actively  negotiating 
a  consent  decree  with  the  SEC. 

What  does  Bluhdorn  say  about  all  this? 
Precious  little.  Mention  of  the  SEC  and 
Dolkart  makes  his  press  aides  fidget  and 
brings  the  interview  to  a  rapid  close.  But 
the  fact  is  that  the  SEC  has  so  far  failed 
to  turn  up  anything  really  damaging.  A 
Pulitzer  Prize-winning  New  York  Times 
reporter  spent  over  three  months  doing  a 
long  three-part  "expose""  on  Bluhdorn. 
For  all  that  work,  it  exposed  very  little. 

What's  the  enigmatic  Bluhdorn  going 
to  do  next?  Nobody  knows.  Maybe  not 
even  he  knows.  It  must  gall  him  that 
Studebaker-Worthington,  a  conglomer- 
ate with  profits  less  than  half  those  of 
G&W,  is  selling  out  for  a  price  that  near- 
ly equals  the  combined  market  value  of 
all  G&W's  common  stock.  There  are  ru- 
mors he  may  spin  off  some  divisions  in 
the  hope  that  they  will  command  a  bet- 
ter price  in  the  market  than  as  part  of 
G&W.  One  possibility  mentioned  for 
spin-off  is  the  natural  resources  oper- 
ations, which  includes  the  trees  of 
Brown  Co.  and  the  metal  of  New  Jersey 
Zinc.  Another  possibility  is  the  financial 
services  group  that  includes  Associates 
First  Capital  Corp.  and  Providence  Cap- 
itol International  Insurance  Ltd.,  which 
have  been  good  performers.  One  prob- 
lem: The  financial  group  gives  Bluhdorn 
some  useful  cover  when  he  is  stalking 
the  market  for  potential  acquisitions. 
Providence  currently  holds  $50  million 
worth  of  shares  in  Amfac.  G&W's  own 
$130  million  portfolio  includes  Sherwin- 
Williams,  Uniroyal,  Jonathan  Logan  and 
West  Point-Pepperell.  Are  these  short- 
term  investments  or  potential  takeover 
targets?  With  Bluhdorn  you  can  never  be 
sure.  At  one  point,  G&W  held  "invest- 
ments" in  Kayser-Roth,  Simmons  and 
Bulova  Watch.  Of  the  three,  only  Bulova 
eventually  escaped  G&W's  net. 

More  recently  Bluhdorn  reportedly  ac- 


'Dolkari,  63.-  was  originally  indicted  in  1974  on  89 
counts  stemming  from  bis  alleged  embezzlement  of  $25 
million  from  two  law  firms.  After  much  plea- bargaining, 
he  was  convicted  on  one  count— forging  a  $250,000 
check  In  June  1976  lx  was  sentenced  to  up  to  three  years 
in  prison  But  Dolkart  will  not  spend  a  day  Ijebind  bars 
First  bis  sentence  was  stayed  because  he  cooperated  with 
the  SEC  in  its  in  instigation  of  Gulf  &  Western  Then  in 
December  1977  it  was  reduced  to  fife  years'  probation 


cumulated  and  then  sold  1  million  shares 
of  Chrysler  Corp.  Was  he  seriously 
thinking  of  a  takeover?  Or  is  it  that 
Bluhdom  simply  can't  resist  the  tempta- 
tion to  trade  for  a  few  points  in  a  stock 
that  sells  for  about  20%  of  book  value? 

For  all  his  image  and  legal  problems, 
Charlie  Bluhdorn  has  one  important  con- 
solation: Just  about  every  division  at 
G&W  is  in  good  shape.  For  example, 
Brown  (80%  owned)  is  now  a  $560  mil- 
lion (sales)  operation  and  this  year  will 
probably  contribute  $40  million  in  oper- 
ating profits  to  G&W  vs.  only  $17.6  mil- 
lion in  fiscal  1978,  when  an  excess  of 
Scandinavian  pulp  was  flooding  the  mar- 
ket. New  Jersey  Zinc  boasts  the  first  zinc 
smelter  built  in  nearly  40  years  in  the 
U.S.,  which  makes  it  a  highly  competi- 
tive low-cost  producer.  In  automotive  re- 
placement parts,  A.PS.  Inc.  (84%  owned) 
regularly  earns  almost  5%  on  sales  that 
now  approach  $400  million,  making  it 


second  only  to  Genuine  Parts,  that  in- 
dustry's longtime  leader.  And  so  it  goes. 

Trouble  is,  these  are  mundane,  nuts- 
and-bolts  operations  that  cannot  hope  to 
hold  for  long  the  attention  of  an  old-time 
commodities  trader  like  Charlie  Bluh- 
dorn. No  wonder  he  dreams  about  his 
island  in  the  sun  where  he  can  hobnob 
on  equal  terms  with  President  Antonio 
Guzman  Fernandez,  chatting  about  sugar 
and  coffee  exports,  or  about  Para- 
mount— his  Hollywood  "dream  factory." 

Right  now  Paramount  is  riding  the 
hottest  streak  in  the  entertainment  busi- 
ness. It's  had  a  recent  run  of  blockbuster 
movies — Grease,  Saturday  Night  Fever, 
Heaven  Can  Wait,  etc.,  and  for  an  encore 
has  produced  four  of  the  biggest  hits  cur- 
rently on  television — Happy  Days,  Laverne 
&  Shirley,  Taxi  and  Mork  &  Mindy.  This 
month  Paramount  starts  booking  rev- 
enues for  the  syndication  rights  to  Happy 
Days,  which  has  been  playing  on  prime- 
time  TV  since  1974.  These  may  yield 


$259  million.  In  1980  syndication 
for  Ixiverne  &  Shirley.  Advance  salesjl 
cate  this  is  the  hottest  TV  propernl 
yielding  60%  more  than  Happy  Dan 
together  they  will  probably  contj 
more  money  to  Paramount  than  The 
father,  I  and  II,  Grease  and  Fever 
bined.  This  will  be  pure  gravy,  as 
mount  has  already  more  than  recoj 
its  expenses  with  the  bookings  o\ 
ABC  network. 

Bluhdorn  is  hustling  to  sop  up 
enormous  cash  flow  and  to  push 
mount  deeper  into  other  areas  su< 
music,  which  worldwide  is  an  estirl 
$7.5  billion  business,  even  bigger  tha 
movies.  In  July  he  flew  to  London  tcj 
negotiatea$150million-plusdealthai 
put  Paramount  back  into  the  record 
ness  through  a  joint  venture  with  Brit 
EMI  Ltd.  (Forbes,  Aug.  6).  Ironicalll 
1974  Bluhdorn  had  taken  Paramount 
of  the  record  business,  selling  its  Dot 
to  ABC.  So  when  the  studio  hit  big 
Fever,  Paramount  collected  only  a  tj 
royalty  even  though  27  million  copi 
that  disc  have  been  sold  by  RSO  Rec 
A  blunder  ?  Bluhdorn  would  no  doubt  c 
a  change  of  mind. 

At  a  stroke  the  EMI  deal  bounces  1 
mount  into  the  big  league,  with  sal 
fiscal  1980  expected  to  top  $1  bil 
placing  it  within  sight  of  Warner  C 
munications  and  MCA  Inc.,  the  indi 
leaders.  Combine  Paramount 
G&W's  Dominican  hotels  plus  its  t 
tronic  pinball  manufacturer  in  Japan 
mon  &  Schuster  publishing  and  Mad 
Square  Garden,  and  G&W  is  prob 
already  the  king  of  entertainment. 

When  the  controversy  fades,  what 
be  the  business  world's  final  judgmen 
Charlie  Bluhdorn?  Probably  that  he 
brilliant  trader  but  miscast  as  a  man 
and  as  a  deep  thinker.  He  is  sincere  ir 
dedication  to  the  American  free-er 
prise  system  but  clumsy  in  his  sell 
pointed  role  as  its  spokesman. 

Before  cutting  short  the  Forbes  in 
view  Bluhdom  fired  off  another  enigr 
ic  remark:  "I  love  the  commodities  b 
ness;  it  makes  you  alert  and  keeps  yoi 
to  4  in  the  morning."  The  implical 
here  is  that  he  finds  it  dull  attendinj 
the  details  of  zinc  smelters,  finance  co 
panies  and  papermakers.  Remarks  1 
this  do  little  to  give  Bluhdorn  credibi 
on  Wall  Street.  Yet  the  fact  is  that  he 
accumulated  a  rich  storehouse  of  ass 
that  has  withstood  several  stock  mar 
crashes  and  a  really  bad  recession. 

That  old  contradiction  again  betwi 
what  Bluhdorn  is  and  what  he  would  1 
to  be.  The  man  would  have  been  happ 
in  the  era  of  Commodore  Vanderb 
when  businessmen  were  judged  by 
balance  sheet  rather  than  by  what 
press  thought  of  them.  "I  should  h: 
stayed  private,"  says  Bluhdorn  wistfu. 
"Going  public  was  a  big  mistake."  T\ 
with  a  shake  of  his  head.  ■ 
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.  .Truck 

Maintenance 

At  Saunders  Leasing,  it's  something  we  never  forget. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you'll  no  longer  be 
burdened  with  the  beastly  details  of  truck  ownership 
-  one  of  the  biggest  ones  being  truck  maintenance. 
Because  at  Saunders,  we  think  it's  too  important 
to  forget. 

And  we  don't  just  mean  checking  out  your  trucks 
every  now'and  then.  We're  talking  about  preventive 
maintenance,  taking  a  little  extra  time  to  iron  out 
wrinkles  before  they  get  in  your  way,  so  your  trucks 
can  spend  more  time  on  the  road  instead  of  in  the  shop. 

When  you  ride  with  Saunders,  you  get  the  total, 
full-service  system.  Everything  from  an  operating 
lease  according  to  all  FASB-13  criteria  to  our  comput- 
ing, reporting  and  paying  state  fuel  and  mileage  taxes 
to  prompt  road  service,  day  or  night.  So  remember, 


when  it  comes  to  trucking,  you  have  a  choice:  You  can 
put  up  with  all  the  beasts.  Or  behold  the  beauty  of  the 
lease.  With  Saunders. 

Truck  maintenance  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 

Name  Title  


Company . 
Street  


City  

Phone  

Mail  to: 


State . 


Zip. 


M.L.  Malcolm 

Saunders  Leasing  System,  Inc. 

201  Office  Park  Drive 
t  Birmingham,  Alabama  35223  F4 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


Even  before  new  forms  of  energy  enter  our  tiers.  Marsh  &  McLennan  pioneers  tlie  insurance  that  helps  make  them  possible. 


Blackouts,  brownouts,  and  fuel 
shortages  have  made  it  very  clear. 
Today's  energy  problems  will  be- 
come even  more  severe  in  the  near 
future,  unless  new  energy  sources 
are  found  and  new  technology 
is  developed. 

But  that  creates  still  another 
set  of  complicated  problems  that 
need  answers. 

Who  will  invest  the  vast  sums  for 
the  exploration  and  experimenta- 
tion that  are  essential  to  a 
genuine  solution? 


Energy 

for  the  eighties: 
it  calls  for 

innovative  insurance 
planning  right  now 
to  make  the 
investment  risks 
worth  taking. 


i^an  sufficient  incentive  be  pro- 
dded for  such  costly  and  long- 
lerm  investments? 

Can  these  investments  be  pro- 
jected, and  where  will  that  protec- 
ion  come  from? 

)nce  solutions  to  these  problems 
Lre  found,  real  progress  can 
>e  made. 

he  role  of  insurance 
n  energy  development. 

before  the  enormous  investments 
n  new  energy  sources  can  be 
lndertaken,  corporations  must 
nake  certain  their  investments 
ire  protected  against  loss.  Here  is 
vhere  Marsh  &  McLennan,  a 
ikilled  insurance  broker,  can 
nake  an  invaluable  contribution 
o  corporate  planning. 

it  Marsh  &  McLennan,  we  have 
he  skills  and  the  people  to  handle 
irtuaUy  every  kind  of  coverage  — 
vorldwide.  This  ability  to  nego- 
iate  complicated  insurance 
)rograms  becomes  more  and 
nore  important  each  day  as  the 
-ost  to  bring  complex  new  energy 
laeilities  on  stream  continues  to 
ncrease  dramatically. 

7inding  the  appropriate  coverage 
n  the  insurance  and  reinsurance 
marketplace  or  developing  viable 
alternative  solutions  — such  as 
'self- insurance  programs  for  our 
energy  industry  clients  —  is  a  long 
tradition  at  Marsh  &  McLennan. 

•  We  pioneered  in  the  develop- 
ment of  insurance  protection  for 
new  energy  ventures  ranging 
from  coverage  for  some  of 
America's  earliest  oil  wells  to 
today's  mammoth  offshore  rigs. 

•We  provide  our  clients  with 
essential  insurance  protection  for 
generating  plants,  whether  fossil 
fuel  or  nuclear;  for  oil  and  gas 
pipelines:  and  for  mining  and 
drilling  operations  in  some  of  the 


most  remote  and  inaccessible 
places  in  the  world. 

•  Looking  ahead,  we  have  turned 
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our  attention  and  resources  to 
assisting  those  companies  explor- 
ing potential  energy  sources  as 
disparate  as  tar  sands,  tides,  wind 
and  the  sun. 

For  everyone  interested  in  the 
bottom  line,  our  point  is  simply 
this:  Marsh  &  McLennan  has 
been  —  and  continues  to  be  — 
deeply  involved  in  helping  com- 
panies plan  for  the  new  energy 
sources  America  needs.  By  provid- 
ing the  kinds  of  insurance  cover- 
age essential  for  new  technology 
in  the  energy  field,  we  help  ensure 
an  energy  supply  for  the  con- 
tinued growth  of  other  U.S.  indus- 
tries and  businesses. 

Marsh  &  McLennan 
makes  its  pledge. 

Marsh  &  McLennan  knows  that 
insurance  and  protection  of  in- 


vestment capital  are  vital  to  the 
success  of  most  every  business  — 
including  the  vital  business  of 
energy  development.  Over  100 
years  ago,  we  pledged  to  help  busi- 
nesses protect  their  capital  assets. 
That  pledge  still  stands.  That  we 
are  today  the  world's  leading 
insurance  broker  is  a  continuing 
vote  of  confidence  from  a  growing 
list  of  clients. 

It  is  this  great  reservoir  of 
experience  that  we  are  able  to  tap 
on  your  behalf,  whatever  your 
industry,  whatever  your  size, 
whateveryour  needs. 


// you  would  like  to  know  more 
about  how  we  can  help  you,  send 
for  booklet  "Energy  for  the 
Eighties."  Write  to:  Dept  700-  FB, 
Marsh  &  McLennan,  Incorpo- 
rated, 1221  Avenue  of  the 
Americas,  New  York  New  York 
10020. 


Experts  li 
to  work  oi 


■  these  are  ready  to  put  their  skills 
/our  behalf. 


When  it  comes  to  insurance, 
come  to  the  leader. 


Marsh  & 
MC[ennan 


c  1978.  Marsh  &  McLennan.  Incorporated 


Of  course  you  can  afford  it.Think  of  all  the 

money  youVe  sav  ed  drinking  ordinary  Scotch. 

12  v-ARSOLD  WpRLDWIOE-  BLENDED  SCOTCH  WHISKY -86  PROOF -GENERAL  WINE  &  SPIRITS  CO  .  NEW  YORK.  N  Y,  ] 


n't  think  only  of  little  yellow  boxes  when  you  hear  Eastman  Kodak 
se  days.  Think  of  health  care  and  office  equipment,  and . . . 


Why  Kodak  will  buck 
the  recession 


By  Howard  Rudnitsky 

p  enerable,  reclusive,  awesomely 
[    effective  Eastman  Kodak  Co.  is 
looking  like  a  real  growth  com- 
[  again.  Last  year,  after  four  years  of 
earnings  and  a  major  reorganization 
rporate  products  and  processes,  sales 
profits  soared  to  the  highest  levels  in 
company's  99-year  history, 
evenues  of  just  over  $7.  bil- 
Kodak  earned  $902  mil- 
or  $5.59  a  share,  compared 
i  1977  revenues  of  $6  billion 
per-share  earnings  of  $3.99. 
rising  40%  in  a  year,  Ko- 
5  earnings  last  year  deci- 
y  blasted  off  from  a  plateau 
re  they  had  rested  since  the 
r  Seventies.  The  raomen- 
is  continuing  this  year.'  For 
irst  half,  earnings  per  share 
:  up  another  26% .  When  all 
lumbers  are  in  for  the  year, 
ik  will  probably  show  a  re- 
of  over  20%  on  stock- 
ers'  equity  and  12  cents  or 
zr  on  the  sales  dollar, 
ue,   the  momentum  will 
'■  over  the  second  half  of  this 
,  partly  because  the  down- 
in  discretionary  spending 
heady  cutting  into  leisure 
nesses,  partly  because  com- 
ion  in  other  segments  of 
ik's  diverse  collection  of 
nesses  has  increased.  Ana- 
>  who  were  looking  for  earn- 
this  year  in  a  range  of  $6.40 
5.50  are  now  revising  down- 
1  to  around  $6.20  to  $6.30. 
l  so,  it's  likely  that  Kodak  will  be- 
e  the  tenth  industrial  company  in 
erican  business  history  to  earn  $1 
on  after  taxes  this  year, 
learly  no  single  factor  propels  a  $7 
on  monster  off  a  plateau  by  itself, 
tainly  the  growth  of  the  amateur  pho- 
aphic  market,  which  George  East- 
l  created  and  which  the  Rochester, 
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N.Y.-based  company  has  continued  to 
dominate  ever  since,  played  a  major  role 
last  year.  But  those  ubiquitous  yellow 
film  boxes  and  related  amateur  products 
accounted  for  under  half  of  1979's  first- 
half  sales  growth.  Most  of  Kodak's  17% 
gain  in  that  period  came  from  the  rest  of 
the  business — chemicals  (like  plastic 
soda  bottles  and  vitamin  E),  business  sys- 


Eastman  Kodak  Chairman  Walter  A.  Fallon 
Despite  a  weakening  economy  and  seemingly 
rises  in  raw  material  costs,  new  products  and 
markets  afford  plenty  of  bright  spots.  

terns,  graphics  supplies,  health  sciences, 
professional  photofinishing,  movie  divi- 
sions— categories  in  which  Kodak  did 
some  $4  billion. 

As  the  economy  continues  its  slide 
toward  recession,  such  consumer  leisure 
products  as  cameras  and  film  will  be 
among  the  casualties.  And  costs  of  raw 
materials — especially  silver,  coal,  gas  and 


petrochemical  feedstocks — which  have 
been  rising  this  year  at  twice  the  rate  of 
the  past  decade,  will  depress  earnings. 
These  factors  have  already  impacted  Po- 
laroid's second-quarter  earnings. 

But  the  spread  of  products  and  markets 
that  comprise  Kodak's  business  afford 
plenty  of  bright  spots.  Kodak's  line  of 
instant  cameras  and  film,  introduced  in 
late  1976  against  entrenched 
pioneer  Polaroid,  is  an  example, 
despite  the  current  sharp  drop- 
off in  instant-camera  sales 
growth.  When  he  spoke  to  a  se- 
curity analysts'  meeting  late  last 
year,  Kodak  Chairman  and  CEO 
Walter  A.  Fallon,  61,  smiled 
broadly  as  he  told  his  audience, 
"Kodak  instant  products  are  ex- 
pected to  be  profitable  on  a  fully 
allocated  basis  in  1979."  But  to 
make  sure  it  happens,  Kodak  in- 
troduced a  rebate  program  last 
July  to  help  stimulate  instant 
camera  and  highly  profitable 
film  sales. 

Going  against  Polaroid, 
which  invented  instant  photog- 
raphy and  owned  the  whole 
business  for  almost  30  years,  re- 
quired caution.  And  introducing 
the  Ektaprint  dry  copier  against 
Xerox  and  a  string  of  other  suc- 
cessful producers — especially 
after  Kodak  had  been  driven 
from  the  market  with  its  wet 
process  called  Verifax — also  dic- 
tated a  series  of  small  steps  as 
the  right  way  into  the  market. 
But  as  Walter  Fallon  said  when 
  he  announced  Kodak's  major  re- 
structuring in  December,  "New  ventures 
and  plans  for  further  development  of  our 
traditional  business  must  be  part  of  an 
overall  strategy,"  implying  that  wasn't 
always  the  case.  As  President  Colby  H. 
Chandler  put  it:  "You  don't  plan  to  have 
all  your  major  photographic  projects 
come  in  at  once — as  they  did  in  the  mid- 
1970s — and  strain  your  financial  and  la- 
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broader 


bor  resources." 

Those  are  significant  admissions.  Ko- 
dak is  not  the  kind  of  company  that 
washes  its  linen  in  public.  Chandler  was 
conceding  that  a  lack  of  effective  strate- 
gic planning  was  responsible  for  that 
earnings  plateau,  so  dismaying  to  Kodak 
cultists.  Kodak's  earnings — $4.05  a  share 
in  1973 — did  not  rise  above  that  level 
again  until  1978.  As  Chairman  Fallon 
admitted  when  he  explained  the  com- 
pany reorganization:  "Care  must  be  tak- 
en to  insist  on  separation  of  what  is 
tactical  from  what  is  strategic."  Mean- 
ing, you've  got  to  set  timetables  as  well 
as  objectives.  Now  Kodak  has 
its  first  director  of  corporate 
planning,  who  reports  directly 
to  Fallon,  and  combined  its 
U.S.,  Canadian  and  internation- 
al operations  into  a  single  pho- 
tographic division  headed  by 
Chandler.  Kodak  also  disbanded 
its  technical  affairs  committee 
along  with  its  corporate  oper- 
ations committee,  gave  more 
power  to  its  corporate  finance 
committee  and  set  up  a  manage- 
ment review  board  for  photo 
products,  among  other  structur- 
al changes. 

Such  radical  moves  were  not 
all  that  easy  for  Fallon  to  push 
through,  even  though  he  has 
been  with  the  company  since 
1941.  A  brilliant  technologist 
with  a  Master's  in  physical 
chemistry,  he  worked  his  way 
up  through  Kodak's  film  emul- 
sion and  production  operations, 
and  in  1970,  was  moved  past  his 
boss  to  head  the  U.S.  and  Cana- 
dian photographic  division,  Ko- 
dak's biggest.  He  directed  the 
development  and  introduction 
of  the  110  pocket  instamatic 
film  and  camera  line  in  1972.  A 
typical  Kodak  product,  Fallon 
avoids  the  national  limelight 
and  lives  in  a  modest  colonial 
house  in  a  Rochester  suburb. 

Some  members  of  Kodak's 
corporate  bureaucracy  didn't 
want  things  radically  altered. 
But  they  could  not  withstand 
Fallon's  determination  that  the 
company  needed  a  different 
kind  of  management  control  in 
the  upcoming  decade. 

The  problem  was  simple:  Ko- 
dak had  been  trying  too  many 
things  at  once.  With  better  plan- 
ning the  company  would  have  seen  to  it 
that  some  of  the  projects  would  become 
profitable  early  enough  to  cover  the 
heavy  spending  on  others.  As  Colby 
Chandler  put  it:  "The  longer  it  takes  to 
bring  a  product  to  market,  the  poorer  the 
financial  performance.  You  lose  opportu- 
nities, and  the  time  value  of  money 
works  against  you." 
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There  was  also  the  problem  that, 
.  among  Kodak's  25,000  products,  perhaps 
1,000  weren't  carrying  their  weight  but 
stayed  in  production  because  of  the  iner- 
tial  forces  that  afflict  big  organizations. 
One  of  the  biggest  to  be  dropped  was 
polyester  carpet  fibers,  a  highly  competi- 
tive, cyclical  product.  Moreove*,  a  lot  of 
photo  products  were  being  made  in  doz- 
ens of  locations  around  the  world.  In 
1977  Fallon  and  his  people  created  a 
"product  interchange  program":  Instead 
or  each  plant  making  small  quantities  of 
every  Kodak  film  and  paper  product, 
plants  would  manufacture  specific  ones 
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Eastman  Kodak  /'resident  Colby  H.  Chandler 
Determined  never  again  to  have  Kodak's  major  proj- 
ects—like the  costly  "instant"  program  and  the  Ekta- 
print  copier — all  come  in  at  the  same  time. 

in  concentrated  volume. 

Along  the  way,  there  has  also  been  a 
noticeable  attrition  of  older  executives. 
Observes  Smith  Barney  photo  analyst 
Peter  J.  Enderlin,  "Kodak's  management 
had  grown  a  little  complacent  by  the 
early  and  mid-1970s.  In  the  last  two-and- 
a-half  years  they've  undergone  major 
management  changes  in  many  key  spots. 


They've  encouraged  a  lot  of  their 
executives  to  take  early  retirement, 
dak  insists  that  there  was  no  poli 
moving  them  out,  but  the  fact  reri 
that  the  average  age  of  Kodak  bn 
lower  than  it  used  to  be. 

As  Colby  Chandler  sees  it,  "Wha 
the  economy  does,  we're  better 
tioned  from  management  of  invent 
to  production  to  scheduling  of  pre 
development  programs.  With  sale 
more  than  18%  last  year,  invent 
rose  only  12%."  Best  of  all,  Fallon  n 
the  company's  productivity  in  1977 
1978  was  up  12%  compared  with 

than  5%  for  all  U.S.  industi  » 

In  recent  years,  Chandle 
engineer  by  training  who  c 
to  Kodak  in  1950  to  wor 
quality  control,  has  heade 
two  major  new  product 
grams,  instant  photography 
the  Ektaprint  dry  copier, 
confronted  technologies 
markets  dominated  by  otl 
So  he  knows  how  hard  it 
develop  the  necessary  inte 
technical  and  marketing  si 
And  though  Kodak  has 
made  acquisitions,  Chan 
says  they  aren't  out  of  the  q 
tion:  "We  now  have  the  mei 
nism  to  evaluate  options  like 
quisitions,  and  we  can  put  I 
in  the  total  context  of  oppo 
nities  for  Kodak.  What  we  v| 
to  do,  frankly,  is  enhance 
dak's  future." 

In  the  early  1970s  Kodak 
make    an  acquisition 
though  small,  was  a  porten 
the  way  Kodak  managem 
thought  the  world  might 
turning.  The  company,  a 
Diego  outfit  called  Spin  Phy 
Inc.,  makes  recording  heads 
videotape  recording.  And  vi 
tape  and  discs  are  clearly  am 
the  major  threats  to  the  futl 
of  film.   Presumably  then, 
management  sees  other  ar 
where  Kodak  can  get  a  bet 
grip   on   its   own  propriet 
products  or  on  emerging  rela 
ones,  it  will  acquire  compani 
with  the  requisite  technology 
skills  and  experience  like  thi 
of  Spin  Physics. 

For  obvious  antitrust  reaso: 
Kodak  is  unlikely  to  try  ma 
acquisitions.  However,  it  \ 

  sufficient  resources,  on  its  ov( 

to  bull  its  way  into  almost  any  busin 
it  sees  fit.  With  $5  billion  in  equity  a 
ital,  little  long-term  debt,  over  $1  billi 
in  cash  and  a  cash  flow  approaching  $1 
billion  a  year,  the  people  in  Rochesl 
can  finance  whatever  the  business  nee 
Kodak  has  been  spending  around  $4 
million  a  year  lately  to  develop  new  prd 
ucts  and  modify  existing  ones.  Amo 
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t  year,  after  four  years  of  flat  earnings  and  a  major  reorganiza- 
H  of  products  and  processes,  sales  and  profits  soared  to  the  highest 
?ls  in  Kodaks  99-year  history). 


last  year  was  a  new  line  of  Ekta- 
ne  film  for  the  booming  35-milli- 
market,  film  fast  enough  (ASA 
to  produce  color  photos  without 
in  most  light  conditions.  This 
i  new  products  include  Ektra  pocket 
ras  upgraded  with  built-in  electron- 
sh  and  telephoto  lenses  and  Color- 
instant  cameras  that  crank  out  a 
re  in  90  seconds  and  don't 
re  focusing. 

velopments  like  those  are 
expected  from  Kodak, 
all,  amateur  photo  prod- 
are  the  company's  biggest 
most  profitable  business. 
)ther  areas  have  also  seen  a 
:  development  activity  late- 
Codak's  high-speed  Ekta- 
duplicator-copier  came  out 
ously  back  in  1976.  Only 
)  units  went  into  the  mar- 
hat  first  year  in  an  effort  to 
ia  come  the  old-fashioned 
lological  image  its  Verifax 
process  created.  Competi- 
as  well  as  some  investment 
lie  snickered  when  Kodak 
its  launch.  But  Kodak 


print  copier  abroad  next  year. 

Nonetheless,  as  Relyea  puts  it,  "The 
Ektaprint  copier  gives  Kodak  real  credi- 
bility in  the  office-products  field."  That 
plus  the  company's  growing  sophistica- 
tion in  computer  electronics  and  laser 
technology  is  making  it  a  major  contend- 
er in  that  part  of  the  office-equipment 
market  where  microfilm — one  of  Ko- 


fi 

:ed  to  be  sure  that  the  ma- 
:s,  most  of  them  rented 
r  than  sold,  would  not 
s  back  for  lack  of  service. 

I ually  the  output  increased 
le  point  where  some  5,000 

Is  will  go  out  in  1979  for  a 
of  nearly  14,000  in  the  field 
ear's  end.  Rental  revenue 
year  should  reach  about 
)  million,  compared  with  a 
y  $10  million  in  1976. 
1  hat  is  more,  after  several 
S  of  big  losses  on  the  initial 
volume,  Kodak  may  earn  a 
\\  profit  on  its  copiers  this 
William  A.  Relyea,  analyst 
l  Paine  Webber   says,  "In 
a  few  years,  Kodak's  copier 
I  .become  the  technical  stan- 
j,  and  Kodak  entered  the 
15  years  late."  That  timing 
have  given  Chandler  and  his  asso- 
ps  a  chance  to  learn  from  both  their 
,  mistakes  and  those  of  their  numer- 
competitors.  After  all,  IBM,  which 
had  problems  developing  copier-du- 
jjators  for  nearly  a  decade,  brought  out 
|ieralded  Copier  HI  a  couple  of  years 
only  to  withdraw  it  soon  afterward 
modifications."  It's  now  back — 
|  ed  at  the  same  markets  as  Ektaprint. 
px,  too,  may  take  aim  at  Kodak's 
iprint,  and  the  Japanese  will  also 
)ably  enter  the  U.S.  market.  Kodak's 
■onse  could  well  be  to  take  the  Ekta- 


Kodak  v.  Berkey — round  2 


After  five  years,  millions  in  lawyers'  fees,  a  federal 
district  court  trial  and  an  appeals  decision  by  a 
federal  circuit  court,  a  few  of  the  issues  in  the  action 
Berkey  Photo  brought  against  Eastman  Kodak  are 
beginning  to  clarify. 

Maybe  the  most  important  single  aspect  of  the 
decision  of  Irving  R.  Kaufman,  the  appeals  court 
judge,  was  his  setting  aside  of  the  trial  court's  deci- 
sion that  Kodak  had  to  give  advance  notice  to  com- 
petitors of  its  plans  to  introduce  new  products.  That 
means  Kodak  is  free  of  the  restriction  on  its  ability 
to  use  its  technology  and  marketing  skill  tc  beat 
competitors  into  the  market  with  new  films,  cam- 
eras, finishing  processes  and  other  developments. 

For  Berkey  and  other  competitors,  the  victory  was 
Kaufman's  finding  that  Kodak  conspired  illegally  un- 
der the  Sherman  Antitrust  Act  in  its  development  of 
magicube  flash  with  Sylvania  and  flipflash  with  Gen- 
eral Electric.  What  was  wrong  with  these  moves,  he 
said,  was  that  Kodak  neither  developed  these  devices 
by  itself,  which  would  have  been  legal,  nor  allowed 
competitors  equal  access  to  them.  Kaufman  ordered 
a  new  trial  to  determine  the  extent  of  the  damages  (if 
any)  to  Berkey. 

The  biggest  money  award  to  Berkey — $45.7  mil- 
lion in  damages  for  alleged  injury  resulting  from  the 
introduction  of  Kodacolor  II  exclusively  for  the  110 
pocket  camera— was  completely  reversed,  and  the 
others  were  sent  back  for  retrial. 

What  happens  now  remains  to  be  seen.  But  ob- 
servers believe  it  will  go  something  like  this:  Berkey 
will  appeal  Judge  Kaufman's  findings  to  the  U.S. 
Supreme  Court.  Then  somewhere  along  the  way, 
Kodak  and  Berkey  will  reach  an  out-of-court  settle- 
ment of  all  the  hanging  issues.  And  Kodak  will  still 
be  free  to  use  the  competitive  edge  it  needs  to  reign 
supreme  in  the  photographic  industry.  — H.R. 


dak's  proprietary  areas — merges  with 
computers.  Kodak's  COM  90  system,  in- 
troduced two  years  ago,  used  a  dry  pro- 
cess to  convert  computer  data  to  micro- 
film. What's  important  is  that  it  replaces 
a  process  that  couldn't  be  used  in  com- 
puter rooms  with  one  that  can.  "They 
accomplished  that,"  says  Wertheim  & 
Co.  analyst  Stanley  W.  Morten,  "by  us- 
ing laser  technology.  I  don't  think  most 
people  realize  how  sophisticated  Kodak 
is  in  lasers — and  electronics." 

Just  one  year  ago  Kodak  came  out  with 
yet  another  high-tech  office  machine, 


the  IMT  150  microimage  terminal, 
which,  combined  with  an  Intel  8030  mi- 
croprocessor, uses  microfilm  to  retain 
images,  store  them  and  copy  them  when 
required — like  a  conventional  microfilm 
system.  But  with  this  unit,  electronic 
coding  on  the  film  together  with  the 
microprocessor,  means  you  can  retrieve 
images — not  just  data — with  computer 
speed.  This  terminal  costs 
$10,500,  replacing  one  costing 
$26,000  and  which  required  two 
operators.  On  line  with  a  com- 
puter, the  combination  of  mi- 
crofilm and  magnetic  tape  stor- 
age allows  data  stored  on  tape  to 
be  corrected  visually  on  a  CRT 
screen. 

What  makes  these  products 
especially  valuable  for  the  com- 
pany is  that  they  bring  Kodak 
marketing  people  to  a  higher 
level  of  customer  management. 
Dennis  R.  Neary,  marketing 
coordinator  of  the  business  sys- 
tems division,  describes  it  this 
way:  "Five  years  ago,  to  sell  mi- 
crofilm equipment,  we  had  to 
take  the  elevator  to  the  base- 
ment and  sell  the  archives  man. 
Today  we  take  the  elevator  to 
the  directors'  offices.  They  are 
now  looking  at  the  bottom  line. 
They  want  to  know  why  man- 
agement hasn't  bought  these 
products." 

Kodak  office  products,  ac- 
cording to  several  analysts, 
should  grow  15%  a  year,  mean- 
ing they'll  be  approaching  $1 
billion  in  three  or  four  years. 

Office  machinery  is  not  the 
only  major  nonconsumer  busi- 
ness. Kodak  changed  the  name 
of  its  X-ray  film  division  from 
radiology  to  health  sciences  last 
year.  The  change  was  more  than 
symbolic.  It  recognized  broader 
product  opportunities  as  well  as 
increasing  competition  for  Ko- 
dak's basic  film  business.  Du 
Pont  and  Kodak  have  been  jockeying 
back  and  forth  for  leadership  in  X-ray 
film  since  the  1960s,  and  3M  and  foreign 
manufacturers  have  crowded  the  market 
lately.  That's  one  reason  Kodak's  health- 
sciences  division  is  test-marketing  a  sys- 
tem called  the  Ektachem  GLU/BUN  ana- 
lyzer, a  new  method  for  analyzing  blood 
serum.  It  uses  chemically  coated  layers 
on  a  test  slide,  converting  the  optical 
density  of  the  layers  to  a  precise  measure 
of  blood  sugar  or  urea  nitrate,  for  exam- 
ple. The  process  is  accurate  and  simple 
and,  if  accepted  by  the  health  industry, 
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"Wfa      r  the  economy  does,  were  better  positioned  from  mana 
c  inventories  to  product  development  programs.  With  sales 

over  18%  last  year,  inventories  rose  only  12%  " 


could  become  a  piece  of  new  business 
that  analyst  Morten  figures  would  be 
worth  as  much  as  $500  million  in  the 
late  1980s. 

Kodak  has  already  invested  an  esti- 
mated $75  million  in  the  process,  and 
could  end  up  investing  lots  more.  The 
journal  Diagnostu.  Medicine,  describing 
the  Kodak  system,  concluded,  "Kodak  is 
at  the  diagnostic  frontier." 

Jhat  still  doesn't  say  when — or  even 
whether— the  analyzer  will  finally  clear 
the  testing  phase.  Fallon  talks  of  "very 
important  revenues  and  earnings  in  the 
next  decade."  The  most  sanguine  outside 
guess  seems  to  be  the  mid-1980s.  In  the 
meantime,  the  large  and  profitable  X-ray 
business  is  suffering  from  concerns  about 
excessive  radiation.  Both  Kodak  and  Du 
Pont— which  share  80%  to  85%  of  the 
X-ray  film  market — have  been  develop- 
ing ways  to  reduce  the  amount  of  radi- 
ation necessary  to  make  a  useful  picture. 
Richard  P.  Simon,  an  analyst  with  Shear- 
son  Hayden  Stone,  sees  a  slowdown  in 
the  total  X-ray  market  because  of  fear  of 
exposure  and  also  because  high  health- 
care costs  are  reducing  the  volume  of 
annual  physical  exams.  Kodak  will  try  to 
offset  that  with  increased  X-ray  film 
sales  to  newer  technologies  like  CAT 
scanners. 

Which  is  precisely  what  Kodak's  long- 
range  planning  is  all  about:  turning  prob- 
lems into  opportunities;  grasping  the 
forces  that  may  cause  a  decline  in  one 
product  line  and  turn  them  to  advantage. 

Different  tactics  were  called  for  in  yet 
another  product  area  in  which  Kodak 
lost  its  proprietary  edge:  colorprint  paper 
used  by  photofinishers.  As  late  as  the 
early  1970s,  Kodak  had  85%  of  the  mar- 
ket and,  needless  to  say,  a  lot  of  profits. 
But  competitors  such  as  3M,  Konishir- 
oku  Photo  and  Fuji  found  that  they  could 
chip  away  at  that  U.S.  market  segment 
without  having  to  take  on  the  vast  Ko- 
dak power,  and  they  did.  By  1977  Ko- 
dak's share  of  that  market,  albeit  a  bur- 
geoning one,  had  fallen  to  below  60%. 

To  counteract  the  assault,  Kodak  did 
what  it  usually  does:  It  tried  to  regain 
market  share  with  new  papers  and  a  new 
co-op  ad  campaign.  But  that  didn't  work. 
So  in  late  1977  the  company  did  some- 
thing it  has  been  loath  to  do  in  the  past — 
cut  prices,  to  the  tune  of  19%.  Competi- 
tion at  first  followed  suit,  so  nothing 
much  happened  to  Kodak's  market 
share.  Fortunately  the  falling  value  of  the 
dollar  against  the  yen  and  deutsche  mark 
also  put  price  pressure  on  the  competi- 
tors and  began  pushing  Kodak's  share 
back  up — though  not  to  anywhere  near 
its  former  dominance  of  the  colorprint- 


Uihoratoiy  for  Uvser  Energetics  at  the  University  of  Rochester 

Kodak's  kindergarten 


George  Eastman,  who  quit  school  at 
14,  once  said  he  had  no  interest  in 
higher  education.  Yet,  beginning  with 
the  appropriate  gift  of  a  camera,  he 
became  one  of  the  University  of 
Rochester's  principal  benefactors — to 
the  tune  of  $51  million. 

Eastman  was  one  of  the  first  indus- 
trialists to  wed  American  business  to 
private  education.  He  reasoned  that 
by  making  Rochester  attractive  as  a 
cultural  and  intellectual  center  he 
could  woo,  and  keep,  the  technicians 
needed  for  his  business — and  the  uni- 
versity would  train  new  ones.  Kodak 
now  employs  1,370  U  of  R  alumni. 
Other  Rochester  area  schools  have 
benefited  too.  The  Rochester  Institute 
of  Technology  has  provided  Kodak 
with  some  2,150  graduates. 

Other  area  firms,  including  Xerox 
and  Bausch  &  Lomb,  also  began  mak- 
ing sizable  educational  grants.  Today 
the  University  of  Rochester  is  one  of 
the  ten  wealthiest  schools  in  the  U.S. 


with  an  endowment  of  $329  million 
including  490,000  shares  of  Kodal 
stock,  615,000  shares  of  Xerox  anfl 
300,000  shares  of  IBM. 

The  university's  flourishing  techj 
nology  departments — its  medical 
school,  which  has  distinguished  itsell 
in  radiation  biology  and  cancer  re] 
search;  the  Laboratory  for  Laser  Enerj 
getics  and  its  engineering  school- 
are,  of  course,  particularly  helpful  td 
high-technology  business.  But  in  addi-j 
tion,  Rochester  boasts  one  of  the  fin] 
est  music  schools  in  the  country. 

The  fruitful  relationship  between! 
industry  and  academia  that  Georga 
Eastman  pioneered  has  now  flowered] 
into  a  regional  university-industry] 
complex  similar  to  those  in  New  En- 
gland (Route  128  companies  and  Har- 
vard-M.I.T.)  and  on  the  West  Coast 
(electronics  companies  and  Stanford] 
University). 

Not  bad  foresight  for  someone  who  | 
had  no  higher  education. 
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>usmess. 

company's  efforts  to  beef  up  sales 
978  line  of  conventional  cameras 
y  produced  another  price  cut — 
%.  That  is  expected  not  only  to 
hose  camera  sales,  but,  more  im- 
also  to  increase  high-margin 
les.  And  Kodak  has  instituted  a 
on  instant  film  and  cameras, 
ly,"  says  analyst  Morten,  "Kodak 
er  views  itself  as  the  benign  patri- 
the  photographic  industry." 
nwhile,  in  the  summer  of  1978, 
tish  technological  journal  Research 
ire  printed  a  series  of  articles  from 
outlining  an  unpatented  but  radi- 
ew  system  of  amateur  photogra- 
at  features  a  disc  carrying  a  dozen 
lm  frames  and  a  small,  flat  camera 
ould  use  a  thin  cartridge  to  hold 
c.  One  clear  purpose  was  to  estab- 
ate  of  prior  use  by  Kodak — a  much 
:r,  cheaper  method  than  a  patent 
ablishing  Kodak's  right  to  use  the 
s.  Kodak  has  given  no  indication 
:n — if  ever — it  will  put  the  system 
e  market.  But  you  can  bet,  says 
t  Relyea,  who  spotted  the  informa- 
:hat  if  the  company  foresees  con- 
nal  camera  and  film  sales  growth 
lg  during  the  1980s,  the  disc  or 
variation  will  come  roaring  into 
arket. 

h  aggressive  countermoves  against 
ng  competition  are  uncharacteris- 
tic old  ways  at  Eastman  Kodak, 
en  the  competition  today — from 
se  firms  plus  Xerox,  IBM,  Du  Pont 
M — is  stronger.  While  sales  and 
gs  growth  are  likely  to  slack  off  in 
ear  term,  they  will  not  decline  in 
ay  they  did  in  the  mid-1970s. 

company's  $609  million  expan- 
)rogram,  says  Chandler,  "won't  pro- 
any  sizable  amounts  of  overcapa- 
^ecause  we're  so  short  of  space  and 
lity  we've  been  working  double 
I.  in  many  areas."  And  then  he 
|s  out,  "In  the  face  of  a  nearly  30% 
En  sales,  our  employment  hasn't  in- 
fed  at  all  in  the  last  three  years." 
lat's  a  significant  number  Chandler 
ling.  The  economy  as  a  whole  is 
ting  from  declining  productivity; 
(k  is  bucking  the  trend, 
r  a  company  whose  revenues  are  ap- 
ming  $8  billion  a  year — a  company 
must  find  at  least  $800  million  in 
rional  sales  every  year  to  keep  grow- 
Jiignificantly — this  is  a  redoubtable 
bit. 

r  all  of  the  good  news  and  good  num- 
>  Kodak  stock  sells  for  only  45%  of 
[  it  brought  in  the  days  when  its 
ings  were  starting  to  go  flat.  Its  price/ 
Ings  ratio,  30  and  more  then,  is  now 
k  9.  Strange  when  you  think  about 
ist  when  Kodak  is  in  the  process  of 
ablishing  itself  as  a  growth  com- 
|  investors  have  stopped  believing  in 
rth  companies.  ■ 


"DALLAS/FORT  WORTH 
BORDERS  ON 
55NATIONS. 

That  takes  the 
raGHTArnnjDEr 

PhilR.  North 
Chairman  of  the  Board 
and  President 
Tandy  Corporation 

"Trying  to  market  internationally  from  some  locations  is  like 
playing  chess  by  mail.  But  the  growing  international  marketing 
matrix  which  is  the  Dallas/Fort  Worth  Metroplex,  puts  us  right 
on  the  border  of  every  important  trading  nation  in  the  world. 

"Start  with  the  DF  W  Airport.  All  the  new  non-stop  and  direct 
international  service  . . .  Mexico,  Central  and  South  America, 

Canada . . .  London,  Paris,  Frankfurt,  Amsterdam,  Brussels  

From  here,  it's  easy  for  us  to  make  our  business  connections 
without  complications. 

"As  a  financial  center,  Dallas/Fort  Worth  is  really  outstanding. 
The  banks  here  have  excellent  loan  limits . . .  and  an  interbank 
communications  network  that  easily  handles  almost  any  deal  or 
financial  problem. 

"Every  major  country  is  well  represented  in  our  World  Trade 
Center.  The  Apparel  Mart  is  the  second  busiest  in  the  country. 
Dallas/Fort  Worth  has  been  designated  as  a  Foreign  Trade  Zone. 
And  the  number  of  trading  countries  that  maintain  consular  or 
trade  offices  here  can  make  things  immensely  easier. 

"But  probably  the  most  important  plus  in  this  area  is  the  area 
itself.  Big  city  atmosphere  without  big  city  frustrations.  Less 
commuting,  less  traffic,  fewer  strikes.  You  just  have  to  put  a  lot 
less  effort  into  the  mechanics  of  living. 

"Basically,  it's  all  reflective  of  having 
the  right  attitude.  It's  a  good  home  for 
our  company.  And  for  us." 

For  more  information  on  international 
trade  and  other  business  opportunities 
in  the  DFW  Metroplex,  please  contact: 
Worth  M.  Blake,  President,  North  Texas 
Commission,  P.  O.  Box  61246,  Dept.  2, 
Dallas/Fort  Worth  Airport,  Texas  75261. 
Or  call:  (214)  574-4430.      PMR.  Nortii 
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$350,000,000 

Ford  Motor  Company 

9.15%  Sinking  Fund  Debentures  due  August  1,2004 


Price  99.75% 

plus  accrued  interest  from  August  1,  1979 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Bache  Halsey  Stuart  Shields 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Goldman,  Sachs  &  Co. 
The  First  Boston  Corporation 


Dillon,  Read  &  Co.  Inc. 
Salomon  Brothers 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bear,  Stearns  &  Co.       Donaldson,  Lufkin  &  Jenrette        Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Kidder,  Peabody  &  Co.  Loeb  Rhoades,  Hornblower  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Shearson  Hayden  Stone  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  ABD  Securities  Corporation  Atlantic  Capital 

A.  G.  Becker  Corporation 

Basle  Securities  Corporation        Alex.  Brown  &  Sons         EuroPartners  Securities  Corporation         Robert  Fleming 

Incorporated 

Kleinwort,  Benson        Morgan  Grenfell  &  Co.        New  Court  Securities  Corporation        Piper,  Jaf fray  &  Hopwood 


Incorporated  Limited 

Advest,  Inc.  Allen  &  Company 

Incorporated 

Daiwa  Securities  America  Inc. 
Ladenburg,  Thalmann  &  Co.  Inc. 
Nomura  Securities  International,  Inc. 
Scandinavian  Securities  Corporation 
Tucker,  Anthony  &  R.  L.  Day,  Inc. 

July  27,  1979 


Incorporated 

Arnhold  and  S.  Bleichroeder,  Inc. 


American  Securities  Corporation 
F.  Eberstadt  &  Co.,  Inc. 
Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc 
Oppenheimer  &  Co.,  Inc. 
Stuart  Brothers  Thomson  McKinnon  Securities  Inc. 

Yamaichi  International  (America),  Inc. 


A.  G.  Edwards  &  Sons,  Inc. 
The  Nikko  Securities  Co. 

International,  Inc. 

Wm.  E.  Pollock  &  Co.,  Inc. 


The  Southland  Corporation 


2,000,000  Shares 

Common  Stock 

($.01  par  value) 

Price  $29.25  Per  Share 


$75,000,000 

9V2%  Sinking  Fund  Debentures  due  August  15,  2004 


Price  99.25% 

plus  accrued  interest  from  August  IS,  1979 


Upon  request,  copies  of  the  Prospectuses  describing  these  securities  and  the  business  of 
the  Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  them  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectuses, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 

Goldman,  Sachs  &  Co.  Rauscher  Pierce  Refsnes,  Inc. 

The  First  Boston  Corporation  Merrill  Lynch  White  Weld  Capital  Markets  Group  Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bear,  Stearns  &  Co.  Donaldson,  Lufkin  &  Jenrette  Loeb  Rhoades,  Hornblower  &  Co. 

Securities  Corporation 

L.  F.  Rothschild,  Unterberg,  Towbin  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

A.  G.  Becker 

ABD  Securities  Corporation  Advest,  Inc.  Arnhold  and  S.  Bleichroeder,  Inc.  Atlantic  Capital 

Corporation 

Bacon,  Whipple  &  Co.       Robert  W.  Baird  &  Co.       Basle  Securities  Corporation       Bateman  Eichler,  Hill  Richards 

Incorporated  Incorporated 

Sanford  C.  Bernstein  &  Co.,  Inc.         William  Blair  &  Company         Blunt  Ellis  &  Loewi         Boettcher  &  Company 

Incorporated 

Alex.  Brown  &  Sons  The  Chicago  Corporation  Dain,  Kalman  &  Quail  A.  G.  Edwards  &  Sons,  Inc. 

Incorporated 

Eppler,  Guerin  &  Turner,  Inc.      EuroPartners  Securities  Corporation      First  Southwest  Company      Robert  Fleming 

Incorporated 

Hambros  Bank    Johnston,  Lemon  &  Co.     Kleinwort,  Benson     Legg  Mason  Wood  Walker,    McDonald  &  Company 

Limited  Incorporated  Incorporated  Incorporated 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.  New  Court  Securities  Corporation  Newhard,  Cook  &  Co. 

Incorporated 

Piper,  Jaffray  &  Hopwood     Prescott,  Ball  &  Turben     The  Robinson-Humphrey  Company,  Inc.     Rotan  Mosle  Inc. 

Incorporated 

Scandinavian  Securities  Corporation  Scherck,  Stein  &  Franc,  Inc.  Stifel,  Nicolaus  &  Company 

Incorporated 

Sutro  &  Co.     Thomson  McKinnon  Securities  Inc.     Tucker,  Anthony  &  R.  L.  Day,  Inc.     Underwood,  Neuhaus  &  Co. 

Incorporated  Incorporated 

Wheat,  First  Securities,  Inc.  Anderson  &  Strudwick,  Bruns,  Nordeman,  Rea  &  Co.  Cazenove  Inc. 

Incorporated 

Craigie  Incorporated  Daiwa  Securities  America  Inc.  J.  J.  B.  Hiliiard,  W.  L.  Lyons,  Inc. 

Howard,  Weil,  Labouisse,  Friedrichs     Investment  Corporation  of  Virginia      Johnson,  Lane,  Space,  Smith  &  Co.,  Inc. 

Incorporated 

Laidlaw  Adams  &  Peck  Inc.  Cyrus  J.  Lawrence  Neuberger  &  Berman  The  Nikko  Securities  Co. 

Incorporated  International,  Inc. 

Nomura  Securities  International,  Inc.  Parker/Hunter  Schneider,  Bernet  &  Hickman,  Inc. 

Incorporated 

Wagenseller  &  Durst,  Inc.  Yamaichi  International  (America),  Inc. 

August  9,1979 


Dart  Industries  is  rather  like  a  card  game  with 
constant  picking  up  and  discarding. 


A  pat  hand 
at  last? 


Dart  Industries  chairman  and  founder  Justin  W.  Dan 

"I  have  never  had  an  immortality  complex,  and.  I  haven't  got  one  now. 


By  Nick  Galluccio 

For  36  years  Justin  Dart  has  been 
picking  up  and  discarding  compa- 
nies and  executives  like  a  gin  rum- 
my player  who  prefers  the  luck  of  the 
draw  to  whatever  might  be  in  his  hand. 
He  started  with  a  lagging  drug  chain, 
since  discarded,  and  after  much  shuffling 
and  reshuffling  now  runs  a  company  that 
concentrates  on  batteries,  chemicals  and 
direct  selling.  The  result  is  Dart  Indus- 
tries Inc.,  an  erratic  $2  billion  (sales)  con- 
glomerate in  which  Dart  himself  has 
been  the  only  constant.  Now  the  feisty 
72-year-old  chairman  and  CEO  thinks  he 
finally  has  put  together  a  winning  hand. 


"We  haven't  got  anything  major  to  get 
rid  of  at  the  moment,"  Dart  says.  "The 
dogs  have  all  been  put  to  death,  and  the 
company  is  in  cleaner  shape  today  than 
it  has  been  in  20  years."  Dart,  moreover, 
insists  that  after  running  through  a 
string  of  would-be  heirs  he  has  finally 
settled  on  a  successor — Thomas  P.  Mul- 
laney,  46,  a  ruddy-faced,  precise-speak- 
ing man  who  left  his  job  as  head  of  Pepsi- 
Co's  Wilson  Sporting  Goods  division 
three  years  ago  to  become  Dart's  presi- 
dent and  chief  operating  officer. 

Mullaney  succeeded  Gary  A.  Childress 
who,  like  other  hopefuls  before  him,  was 
forced  out  in  1976  after  serving  as  presi- 
dent for  less  than  two  years,  because 


Dart  didn't  trust  him  to  run  the  wh 
company.  "I  didn't  sleep  too  well 
almost  a  year  because  if  I  didn't  wakx 
tomorrow  morning,  I  would  be  leav 
my  baby  unattended,"  says  the  rugge 
handsome  Dart,  sitting  back  in  his  • 
cious  Los  Angeles  office.  "I  have  ne 
had  an  immortality  complex,  ant 
haven't  got  one  now.  So  if  I'm  going 
sleep,  I  had  better  have  a  fellow  who 
only  can  wear  my  shoes  but  be  be 
than  I  ever  was.  I  have  hit  the  target  w 
Tom  Mullaney." 

The  company's  recent  performa: 
has  surely  given  Dart  good  reason  to  i 
easier.  Last  year  its  net  income  clirn 
16%,  to  $126.6  million,  on  revenue-: 
$1.8  billion.  Fully  diluted  per-share  ea 
ings  rose  to  $4.84  from  $4.18  in  1977 
the  first  half  of  1979  earnings  were  $2. 
compared  with  $2.55  for  the  first  hal 
1978.  Wertheim  &  Co.'s  Diana  Temj 
who  follows  Dart  closely,  estimates  t 
this  year's  earnings  will  reach  $5.71 
share  on  sales  of  over  $2  billion. 

The  differences  in  background  < 
temperament  between  Dart  and  M 
laney  are  striking.  Mullaney,  a  Harv 
M.B.A.  and  former  McKinsey  &  Co.  c| 
sultant,  is  very  much  the  numbers  m 
In  contrast,  Dart,  a  former  All  Big  1 
tackle  (Northwestern,  1928-29),  is  an 
tuitive  entrepreneur  and  visionary  w 
prides  himself  on  being  able  "to  tel 
good  deal  by  its  smell."  It  was  pure 
stinct  that  told  Dart  to  buy  cash-r 
Tupper  Corp.  in  1958  despite  the  oppc 
tion  of  his  own  board,  and  later  to  sell 
marginally  profitable  Rexall  Drug  Co. 

But  Dart's  instincts  have  sometin 
failed  him,  and  that's  why  he  thinks 
needs  Mullaney.  His  decision  to  sell 
his  prosperous  Riker  Laboratories  di 
sion  back  in  1970  and  to  plow  $1 10  n 
lion  of  the  proceeds  into  land  deveh 
ment  at  a  time  when  the  real  est; 
market  had  peaked  was,  by  his  own 
mission,  a  major  blunder.  "In  the  futi 
there  will  be  some  very  professional  jui 
ment  behind  the  decisions  this  compa 
makes,  so  that  hopefully  there  won't 
as  many  mistakes." 

Although  Dart  and  Mullaney  have  c 
ferent  styles,  Mullaney  has  shown 
shares  both  Dart's  acquisitive  bent  a 
his  willingness  to  prune  dead  wood.  Di 
ing  the  past  three  years  he  has  overseei 
major  housecleaning,  and  he  was  ve 
much  responsible  for  last  year's  $2 
million  acquisition  of  PR.  Mallory 
Co.,  a  maker  of  high-performance  batt 
ies.  Mullaney's  goal  is  to  achieve  an  av 
age  13%  return  on  capital  for  the  coi 
pany's  consumer  products,  chemica 
plastics,  glass  containers  and  Malic 
groups.  The  direct  selling  group  alrea 
far  exceeds  that  benchmark. 

Much  of  the  major  housecleaning  h 
come  in  the  chemicals-plastics  group 
the  weakest  of  the  bunch — including  t 
plastic  raw  materials  businesses  that  t 
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KGDL  SUPER  LIGHTS 

Now  smooth  gets  smoother 
and  even  lower  in  tar.' 


A  light  menthol  blend  gives  low 'tar' 
smokers  the  smooth  taste  they  want. 
Never  harsh  tasting.  Now  you  can 
make  the  smooth  move  to 
KGDL  Super  Lights. 


7  mg.  "tar",  0 . 7  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


company  announced  three  months  ago  it 
will  sell  to  El  Paso  Co.  for  $138  million. 
The  aftertax  gain  of  $20  million  from  the 
sale  will  mean  a  nonrecurring  gain  of  87 
cents  a  share  on  top  of  this  year's  esti- 
mated $5.70.  With  the  El  Paso  sale  the 
company  will  be  completely  out  of  the 
so-called  commodity  chemicals  busi- 
ness, where  it  has  had  to  compete 
against  efficient  giants  like  Union  Car- 
bide, Dow  Chemical  and  Monsanto.  And 
it  is  poised  to  expand  its  specialty  chemi- 
cals operations  (for  example,  colorants 
used  in  the  coating  of  wire  and  cable  and 
catalysts  used  in  the  manufacture  of 
polyethylene  and  polypropylene),  where 
the  competition  is  less  intense. 

Some  housecleaning  remains  to  be 
done.  Mullaney  plans  to  sell  off  the  tiny 
($29  million  sales)  land  development  di- 
vision and  to  fix,  sell  or  liquidate  any  of 
the  company's  other  subpar  operations. 
Other  moves  by  Mullaney  include  cut- 
ting from  eight  to  three  the  countries 
outside  the  U.S.  where  Dart  sells  its 
Vanda  cosmetics  door-to-door,  at  present 
a  money-losing  operation.  The  company 
is  also  planning  to  sell  its  plastic  bottle 
manufacturing  business  overseas.  More- 
over, last  July  Dart  sold  to  Emhart  Corp., 
for  $60  million,  the  electronics  compo- 
nents segment  of  the  Mallory  acquisi- 
tion. In  so  doing  Dart  is  keeping  only 
Mallory's  high-performance  battery  busi- 
ness. Its  Duracell  brand  alkaline  battery 


Dart  President  Thomas  P  Mullaney 
A  long  wait  for  the  top  job? 

is  the  leader  in  a  market  growing  at  a  rate 
of  20%  a  year.  Mallory  should  account 
for  about  8% — $30  million — of  Dart's  es- 
timated operating  income  of  $370  mil- 
lion this  year. 

Tupperware,  by  far  Dart's  biggest  and 
most  profitable  operation,  makes  and 
sells  a  line  of  inexpensive  plastic  food 


containers  through  a  direct  sales  for 
80,000  in  the  U.S.  alone.  Tupperw, 
distributed  to  homemakers  in  30 
tries  through  a  "home  party"  sys 
Independent  agents  invite  friends 
neighbors  to  their  homes,  where 
cups  and  bowls  are  sold.  Tupperwar 
counts  for  about  58%  (or  about  $215 
lion  this  year)  of  Dart's  operating 
ings.  Tupperware's  return  on  asset: 
remarkable  21%,  compared  with  9° 
the  rest  of  the  company. 

Both  Dart  and  Mullaney  maintaii 
company's  earnings  will  be  relatively 
affected  by  this  year's  recession;  Tuj 
ware  has  in  fact  been  highly  resistaj 
past  economic  downturns.  But  D 
consumer  products  and  chemicals- 
tics  groups  could  be  hit  harder. 

Although  they  think  the  compt 
basic  structure  is  set,  Dart  and  Mull, 
do  plan  to  make  some  acquisition 
specialty  chemicals,  building  proa 
and  consumer  products.  With  over  J 
million  in  cash  by  year's  end  and  a  c 
to-equity  ratio  of  30%,  the  comj 
could  make  a  sizable  acquisition  witj 
having  to  borrow.  Wall  Street  exp 
still  more  from  the  Dart-Mullaney  tei 

While  Dart  is  happy  to  share  pc 
with  Mullaney,  he  has  no  plans  to  le| 
"I'm  convinced  the  longer  I  stay  aro 
the  better  prepared  Tom  Mullaney  is 
ing  to  be,"  he  says.  "I  would  kind  of 
to  die  sitting  in  this  chair."  ■ 
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Rexnord... 

in  quarries,  our 
equipment 
keeps  raw 
materials  moving 
dependably... 


To  fill  the  growing  demand  for  raw 
materials,  quarries  must  work  harder 
than  ever.  Equipment  must  stay  out  of 
trouble  and  on  the  job. 

Rexnord  knows  how  much  depend- 
able performance  counts  in  crushing, 
grinding,  conveying  and  other  opera- 
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tions.  Our  machines  and  compone 
perform  efficiently  and  economica 
Rexnord's  uncommon  skills  in  en 
neering  are  raising  productivity 
many  industries— from  construct! 
and  primary  metals  to  chemicals  a 
forest  products  and  metalworking. 

FORBES,  SEPTEMBER  3, 


pen  the  next  labor  contract  for  the  soft-coal 
unstry  is  negotiated,  both  sides  of  the  table 
uld  be  badly  split. 

!  The  disunited 
mine  workers 


By  Ann  Hughey 


m  rouble  of  two  distinct  but  relat- 
ed kinds  is  brewing  in  the  nation's 
»   soft-coal  industry.  One  is  within 

United  Mine  Workers  union.  An- 
er  is  big  Consolidation  Coal  Co.'s 
:-off  with  the  union  and  fellow  coal 
rators.  Both  are  volatile,  and  the 
rk  to  set  off  explosions  could  come  at 
UMW  convention  in  December, 
arlier  this  year,  Consolidation  Coal,  a 
sidiary  of  Continental  Oil  Co.,  quit 

Bituminous  Coal  Operators  Associ- 
m,  the  industry's  multi-employer  bar- 
ling unit.  Consol,  which  had  domi- 
2d  BCOA,  intends  to  negotiate  sepa- 


rately with  the  UMW  when  the  present 
contract  expires  in  1981. 

If  other  coal  companies  follow  Con- 
sol's  lead,  the  national  agreement  con- 
structed by  legendary  UMW  President 
John  L.  Lewis  would  be  destroyed.  The 
severely  weakened  UMW  is  ill-prepared 
to  deal  with  the  balkanized  bargaining 
that  would  follow.  The  remaining  BCOA 
companies  are  still  holding  firm,  waiting 
for  the  convention  to  see  if  Miller  can 
control  his  union. 

In  dealing  with  the  companies,  UMW 
President  Arnold  Miller  sounds  like  the 
maximum  leader  of  a  monolith.  "They'd 
like  to  splinter  us,"  he  says.  "We  won't 
allow  it."  Whether  the  miners  are  truly 


united,  however,  remains  an  open  ques- 
tion. With  only  months  to  go  until  that 
all-important  convention,  Miller  has  em- 
barked on  another  of  his  staff  purges. 
Eldon  Callen,  recently  fired  as  press  sec- 
retary to  Miller,  says  Miller  distrusts 
UMW  Vice  President  Sam  Church  and 
has  indicated  privately  he  will  not  ask 
Church  to  run  with  him  again  or  support 
him  if  Miller  retires  and  Church  runs  on 
his  own.  Miller  denies  any  rift. 

Church,  who  has  a  reputation  as  a 
competent,  hard-working  unionist,  has 
been  trying  to  conduct  union  business 
during  the  ailing  Miller's  prolonged  ab- 
sences from  Washington  headquarters 
and,  at  the  same  time,  maintain  a  work- 
ing relationship  with  the  often  unpre- 
dictable Miller.  Recently,  Callen  says, 
Church  told  him  that  Miller  has  taken  to 
reversing  any  decision  Church  makes. 

Another  harbinger  of  trouble:  A  key 
Miller  proposal  on  an  internal  reorgani- 
zation matter  was  turned  down  recently 
by  the  UMW  executive  board,  with  even 
staunch  Miller  loyalists  voting  against 
him.  It  was  a  sign  that  Miller  may  be 
losing  the  support  of  a  body  he  only  re- 
cently gained  control  of  after  years  of 
bitter  infighting. 

If  the  conflict  within  the  UMW  breaks 
into  the  open,  that  would  greatly  compli- 
cate negotiations  for  a  new  contract  in 
March  of  1981,  just  when  King  Coal  is 
supposed  to  be  perking  up.  ■ 


and  moving  quickly. 


here's  more  to  know  about  Rex- 
d.  It's  available  in  our  corporate 
'Chure  and  our  annual  report.  For 
)ies,  write  W.  C.  Messinger,  Chair- 
n,  Rexnord  Inc.,  P.O.  Box  2022, 
waukee,  Wisconsin  53201. 


Nordberg  gyrodisc  crushers  deliver  constant  Rex  belt  conveyor  idlers  provide  maximum 
quality  aggregate  for  producers.  protection  for  the  belt,  keep  downtime  down. 

Nordberg  portable  plants  combine  high 
production  with  flexibility  for  cost-saving 
operation. 

Rexnord 
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Brock,  president  of  Advanced  H 
Communications  Co.,  which  offers 
rocall  in  Washington,  D.C.,  "we 
hearing  from  people  who  suddenly 
ize  how  much  gas  their  sales  or  sej 
people  waste  driving  to  pay  phone 
call  in."  Beepers  turn  up  at  construe 
sites,  where  it  is  a  practicable  wa 
reach  key  workers.  Now  the  busine 
big  enough  to  be  interesting.  Moto 
Inc.,  long  a  believer  in  its  potential 
once  sole  equipment  developer,  ha 
estimated  70%  of  the  equipment  ma 
now,  having  been  joined  by  Harris  C 
GE  and  a  couple  of  Japanese  firms  (pa 
are  also  hot  in  Japan). 

Now  add  to  the  pagers  mobile 
phones.  They  have  proliferated  for  rr 
the  same  reason,  from  about  30,00 
1969  to  some  130,000  today.  T 
would  be  many  more  if  there  were  jj 
on  the  limited  frequencies  allocate 
them.  In  major  cities,  the  few  avail 
channels  are  grossly  overloaded 
waits  are  from  one  to  six  years 
phones  that  rent  for  $75  and  up  a  moi 

Beepers  and  mobile  phones  have  ; 
in  common.  Both  involve  signals  ta 
from  the  wireline  telephone  network 
radioed  to  intended  recipients. 

Both  services  are  dominated  by 
army  of  small,  local  businesses — at  1 
550  of  them.  They  arose  almost  ; 
sideline  to  the  telephone  answering  b 
ness  after  the  FCC  set  aside  part  of 


Other  raw  material  industries  rely  01 


If  the  radio  common-carrier  industry  and  Ma 
Bell  have  their  way,  you'll  never  again  get 
away  from  it  all — and  they  11  bill  you. 


Beep! 


By  Harold  Seneker 


I WENT  TO  A  COCKTAIL  PARTY  full  of 
congressmen  the  other  day,"  said  a 
Forbes  reporter  recently.  "Everyone 
had  one  of  those  little  paging  devices.  It 
was  awful.  It  was  like  being  in  a  big 
swamp  when  the  spring  peepers  are  out." 

Radio-controlled  "beepers"  that  sum- 
mon people  to  call  their  offices  were  lit- 
tle more  than  curiosities  for  many  years. 
The  first  commercial  pager  beeped  the 
first  doctor  off  a  metropolitan  New  York 
golf  course  on  Oct.  15,  1950.  By  1969 
there  were  only  32,600.  But  as  the  Seven- 
ties unfolded,  the  business  began  to  get 
going.  It  is  still  small — about  $300  mil- 


lion (sales)  yearly — but  growing  at  a  30% 
annual  rate.  About  800,000  pagers  are 
now  in  use.  The  boom  springs  from  tech- 
nology: Bulky  and  unreliable  early  mod- 
els were  replaced  by  small,  sophisticated, 
cheaper  ones  around  1972.  Now  they  are 
becoming  more  sophisticated  and 
cheaper  still.  Some  "beep"  silently 
through  a  vibrating  device.  Some  have 
delayers  so  they  won't  beep  until  after 
the  second  act  of  Parsifal.  Some  have  two 
signals — for  home  and  office.  Some  even 
deliver  a  ten-second  spoken  message 
along  with  the  signal. 

At  $16  a  month  and  up,  they  appeal  to 
a  cross  section  of  society.  "Whenever  the 
energy  crisis  heats  up,"  says  Harry  L. 


d  frequency  spectrum  for  this  use  in 
).  They  add  up  to  what  is  now  grand- 
:yled  "the  radio  common-carrier  in- 
ry."  A  1977  study  prepared  for  Telo- 
r  Network  of  America,  their  Wash- 
3n-based  trade  group,  suggests  their 
age  pretax  return  on  equity  is  30.8% . 
y  are  understandably  excited  by  the 
i  opening  up  before  them.  "We're 
here  near  saturation  in  this  busi- 
,"  says  Leonard  Fink,  president  of 
r  York's  Mobilfone  Radio  Systems, 
tead  of  1%,  we  could  reach  8%  to 
of  the  working  population  some 
10  or  20  years  down  the  road,  when 
e  gonna  be  offering  a  hip-pocket, 
way  phone  usable  anywhere  in  the 
i try."  Fink's  Mobilfone,  fairly  large 
:urrent  standards,  now  does  only 
it  $3.5  million  a  year;  for  him  and  his 
ws,  the  big  time  beckons.  Notice, 
ever,  that  vision  of  the  future  in- 
es phones,  not  beepers, 
lfortunately  for  the  little  guys,  the 
ers  and  the  mobile  phones  both  have 
;thing  else  in  common:  American 
phone  &  Telegraph  Co.  Until  recent- 
.a.  Bell  was  content  to  let  the  others 
l  the  ball.  Now,  it  wants  the  busi- 
.  Today  it  services  90,000  of  the 
rs  under  the  name  "Bellboy"  and 
it  50,000  of  the  mobile  phones. 
,  a  dispute  is  shaping  up  before  Con- 
>,  the  FCC  and  state  and  local  public 
ty  commissions.  The  issue:  Who  is 


going  to  control  this  potentially  lucrative 
segment  of  the  public  airwaves?  The  bat- 
tle is  less  unequal  than  it  looks. 

The  Lilliputians  have  hired  ex-CIA, 
ex-OMB  man  Thomas  Lamoureux  to  run 
Telocator  and  lobby  for  them  in  Wash- 
ington. Predictably,  he  smiles  at  the  Bell 
system,  at  first.  "When  Senator  Gold- 
water  applied  for  a  mobile  telephone,  the 
Bell  people  put  him  on  a  one-and-a-half- 
year  waiting  list.  He  didn't  like  the  ser- 
vice; they  didn't  know  who  he  was.  Our 
people  took  care  of  him  right  away." 
Goldwater  has  co-authored  one  of  three 
bills  that  would  clip  AT&T's  wings. 

But  pretty  soon  Lamoureux  stops  smil- 
ing. "Expanding  AT&T's  presence  in 
this  industry  would  be  anticompetitive," 
he  argues.  "They  can  put  a  lot  of  the 
basic  costs  into  their  phone  rate  base, 
where  it  is  paid  for  by  ordinary  telephone 
subscribers,  and  then  use  those  numbers 
to  support  predatory  pricing  in  our  mar- 
kets. They've  raised  that  kind  of  ac- 
counting to  a  fine  art."  Valid  or  not,  his 
argument  is  getting  a  hearing  on  the  Hill. 
Score  one  for  the  little  guys. 

Cross-subsidization?  "Heavens," 
mused  Louis  Weinberg,  the  man  in 
charge  of  the  Bell  System's  mobile  phones 
and  paging  service,  "of  course  not.  As  I 
testified  to  Congress,  our  accounting  sys- 
tems are  sophisticated  enough  to  control 
our  costs.  We  can  certainly  avoid  cross- 
subsidization."    Weinberg    was  much 


more  eager  to  talk — indeed  rhapsodize — 
about  an  experimental  mobile-phone  sys- 
tem Bell  is  trying  out  in  Chicago  which 
would  increase  the  number  of  users  who 
could  talk  on  one  frequency  simulta- 
neously. It  would  also  require  sizable  cap- 
ital investment  up  front  and,  under  exist- 
ing regulation,  a  single,  central  operator. 
Eventually  it  could  go  regional,  then  na- 
tional. Score  one  for  AT&T. 

Yet  Weinberg  is  quick  to  offer  an  olive 
branch:  "You  could  have  two  such  sys- 
tems competing  in  each  area,"  he  pro- 
poses, "or  one  common  system  with 
many  distributors  using  it  jointly."  Why? 
He,  like  the  small  fry,  is  anxious  to  see 
that  lucrative,  Dick  Tracy  future  and,  it 
turns  out,  the  small  fry  have  yet  another 
legal  club  to  wield:  the  law's  delay.  "It  is 
important  to  avoid  the  comparative 
hearings  process  that  would  be  used  if 
only  one  company  serviced  a  given  mar- 
ket," Weinberg  says.  "In  some  cases,  it 
can  take  ten  years  to  resolve  a  single 
case."  And  then  not  always  favorably. 

Still,  Bell's  Chicago  system  or  some- 
thing like  it  seems  likely  to  prevail  in  the 
end.  The  pager  business  will  probably 
remain  fragmented;  it  is  local  and  offers 
few  economies  of  scale.  But  eventually 
there  might  be  only  one  or  two  Mr.  Bigs 
in  the  more  promising  mobile-telephone 
business.  If  it  isn't  AT&T,  it  could  well 
be  somebody  willing  right  now  to  chip  in 
to  fight  the  phone  company.  ■ 


exnord  for  reliable  performance. 


Rexnord  is  a  company  of  many  facets, 
improving  the  productive  efficiency  of 
cement  mills,  lumber  mills,  mining  opera- 
tions, petrochemical  and  glass  plants. 

Equally  diverse  are  the  products  we 
make.  They  handle  jobs  ranging  from 
positive  fastening  on  machinery  to  water 
conditioning  for  many  processes. 

The  reliability  of  Rexnord  products  are 
sought  out  by  a  wide  range  of  industry: 
from  food  processing  and  farm  imple- 
ments to  mining  and  aerospace. 

To  get  to  know  Rexnord  better,  get  your 
copy  of  our  annual  report  and  our  corpo- 
rate brochure.  Write  W.  C.  Messinger, 
Chairman,  Rexnord  Inc.,  P.O.  Box  2022, 
Milwaukee,  Wisconsin  53201. 

Rex  chains,  bearings  and  other  components 
find  wide  application  in  lumber  and  paper  mills. 


Ducket  elevators  deliver  depend- 
Derformance,  assure  long  service 
l  cement  mills. 


Rexnord 
111  111 


Statistical  Spotlighi 


Those  famed  gobblers,  the  conglomerates,  are 
themselves  being  gobbled  up.  Here's  why. 


When  the  hunters 
become 
the  quarry 


Ti  rnabout  is  FAIR  PLAY.  In  the  Sixties 
companies  with  cash,  low  debt  and  un- 
dervalued stock  were  trying  to  fend  off 
takeovers  from  the  conglomerates.  Now 
the  conglomerates  themselves  are  being 
increasingly  grabbed  off  for  exactly  those 
reasons. 

In  July  $560  million  (revenues)  Congo- 
leum  (home  floorings,  shipbuilding, 
automotive  parts)  was  selling  at  around 
25,  a  price  that  had  already  doubled  in 
less  than  eight  months,  when  a  private 
group  offered  $38  for  it,  or  over  ten 
times  earnings.  What's  so  attractive 
about  Congoleum;  A  lot:  nearly  $6  a 
share  in  cash,  a  28%  return  on  equity 


and  very  little  debt  (Forbes,  Aug.  20). 

A  week  or  so  later,  McGraw-Edison 
offered  $51.50  a  share,  or  $723  million  in 
cash  and  ten  times  earnings,  for  $1.4 
billion  (revenues)  Studebaker-Worthing- 
ton,  whose  stock  was  selling  at  around 
27  as  recently  as  June.  Again,  the  lure 
was  obvious:  Studebaker-Worthington 
had  $138  million  in  cash  and  only  a  mod- 
est debt,  and  manufacturing  operations 
that  return  around  17%  on  equity.  Stated 
equity  was  $35  a  share — McGraw-Edison 
offered  a  55%  premium  over  net  worth. 
McGraw-Edison  gets  instant  diversifica- 
tion. SW  stockholders  double  their  mon- 
ey almost  overnight. 


Earlier  this  year  a  private  invj 
group  acquired  Houdaille  Industrn 
medium-size  industrial  multicomr; 
for  about  $40  a  share — 50%  over  m£ 
price.  Again,  Houdaille  had  low 
substantial  cash  per  share  and  a 
return  on  equity. 

One  of  the  first  to  recognize  that 
glomerates  represented  real  value 
the   perceptive   Dr.    Henry  Sing] 
(F( )rbks,  July  ')).  His  Teledyne,  Inc.  < 
about  one-fourth  of  another  large 
glomerate,  $4  billion  Litton  Indust 
Singleton  hasn't  indicated  that  he'l 
to    take    over    Litton — he  prob 
won't — but  the  same  values  are  tl' 
Litton  has  over  $800  million  in  cai 
about  $23  a  share  (Singleton  paid  an  a 
age  of  $14  a  share)  and  its  earnings  ai 
a  strong  turnaround  situation. 

Allied  Chemical,  also  seeking  ins 
diversification,  this  summer  bought 
tra,  a  well-run  conglomerate  whose  si 
had  been  a  lackluster  performer.  Ag 
Eltra  stockholders  came  close  to 
bling  their  money  in  a  few  months. 

The  situation  can  be  very  simply 
ed:  Conglomerates  were  supposed  t 
worth  more  than  the  sum  of  their  p« 
In  fact,  the  market  was  valuing  ther 
less  than  the  sum  of  their  parts.  It  in 
tors  didn't  see  the  contradiction,  o 
corporations  did  and  decided  to  go  ah 


Up  for  grabs? 

Are  medium-size  conglomerates  this  year's  takeover  candidates? 

Fiscal  year 

Latest 

Price/ 

Cash 

Tangible 

revenues  1 

2-month 

earnings 

Debt 

per 

book  value 

Recent 

Price  range 

Company 

(millions! 

EPS 

ratio 

ratio* 

share 

per  share 

price 

1978-79 

Alco  Standard 

$1,541.3 

$4.88 

6 

.30 

$  .83 

$22.08 

28  % 

31%-21M 

Allis-Chalmers 

1,762.4 

5.85 

6 

.28 

3.64 

44.16 

36  Vs 

38%-22'/. 

Bangor  Punta 

656. 1 

5.63 

4 

.47 

5.24 

12.98 

25 

313/8-175/, 

Bell  Industries 

131.8 

1.54 

5 

.34 

.38 

5.77 

8'/s 

9Vs-  4-Yi 

Bliss  &  Laughlin 

257.7 

3.11 

6 

.27 

1.78 

14.29 

19% 

19%-13l/t 

Brunswick 

1,126.4 

2.57 

5 

.35 

2.31 

16.53 

13% 

18'/2-12'/< 

Congoleum 

558.6 

4.06 

8 

.07 

5.83 

14.47 

32  Vs 

33%-12 

Dillingham 

919.7 

2.34 

5 

.45 

2.03 

14.59 

11% 

14l/8-  7 

Emhart 

1,346.4 

6.15 

6 

.11 

3.40 

32.03 

36s/s 

45    -27  V< 

Katy  Industries 

185.8 

2.24 

4 

.30 

1.20 

8.98 

9 

11     -  5% 

Lear  Siegler 

1,327.3 

4.50 

5 

.37t 

.87 

12.34T 

21% 

24  -13 

McDonough 

417.8- 

5.55 

5 

.11 

1.96 

32.31 

29'/2 

30%-19'/4 

Monogram  Industries 

222.9 

4.80 

8 

.37 

3.34 

26.47 

39 

40%- 13 

Nat!  Service  Industries 

609.9 

2.96 

6 

.06 

.49 

14.41 

18'/4 

21'/4-12'/a 

Norlin 

269.0 

5.61 

4 

.42 

7.24 

29.94 

20 '/4 

267/8-18'/2 

Republic  Corp 

239.0 

5.73 

5 

.33 

6.58 

26.53 

27 

27%-10'/s 

SCM  Corp 

1,509.3" 

4.90 

6 

.34 

1.58 

39.20 

27'/2 

31%-15Vil 

Scott  &  Fetzer 

478.2 

4.50 

6 

.23 

7.69 

20.45 

29 

36'/s-22 

Sperry  &  Hutchinson 

805.4 

3.34 

4 

.14 

8.96 

16.44 

13'/2 

23"/2-12% 

Standex  International 

241.6 

2.46 

7 

.38 

1.20 

12.49 

16% 

19'/4-  87* 

Tyler  Corp 

390.9 

2.25 

7 

.36 

.83 

6.78 

15 

\9Va-\0Vs 

Union  Corp 

182.8 

1.01 

5 

.37t 

1.17 

5.19t 

5% 

7   -  37s 

United  Industrial 

129.6 

3.09 

6 

.10 

1.91 

15.11 

18% 

2078-11% 

US  Industries 

1,370.5 

1.78 

6 

.19 

1.01 

14.75 

lOVk 

lO'A-  6% 

Whittaker  Corp 

883.8 

2.80 

6 

.42 

1.48 

10.13 

17'/s 

18%-  7% 

'Long-term  debt  divided  by  long-term 

debt  plus  shareholde 

rs'  equity. 

tData  as  of  June  30,  1978. 
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GK  Technologies  is  meeting  today's  demands  and 
morrow's  challenges  with  technological  expertise: 

■  In  Electronics.  Our  subsidiary,  Sprague  Electric 
Dmpany,  makes  more  capacitors -for  more  applications 
an  any  other  U.S.  manufacturer.  We  stay  in  the  forefront  of 
e  electronic  components  industry  by  designing 
:hnofogically  innovative  products  to  meet  customer 
quirements  in  every  field  of  electronic  equipment.  , 
Sprague  pioneered  both  solid-electrolyte  tantalum  and 
ulti-layer  ceramic  capacitors,  and  is  the  largest  source  of 
jminum  electrolytic  capacitors. 

.In  Technical  Services  and  Products.  Another 
ibsidiary,  Automation  Industries,  provides  sophisticated 
igineering  and  technical  services  to  government  and 
immercial  customers.  We  also  manufacture  radar  systems, 
ivironmental  products  and  electromechanical 
mnectors  for  aerospace  use  ^ 


...In  Communications  Cable.  Our  General  Cable 
Company,  a  leader  in  cable  technology  for  decades, 
designed  and  produced  the  first  optical  fiber  cables  for 
aerospace,  projects  and  regular  telephone  service.  We  are 
the  leading  independent  supplier  of  cable  and  related 
products  to  the  telephone  industry  and  other 
communications  markets. 

'  Our  technological  expertise  is  reflected  in  more  than  o 
new  name:  .  ' 

...In  Our  Financial  Performance.  Our  sales  and 
operating  earnings  reached  record  levels  in  the  first  half 
of  1979.  Sales  for  the  full  year  should  exceed  a  billion 
dollars  for  the  first  time.  We've  increased  our  quarterly 
dividend  five  times  since  1975  to  the  present  annual  rate  of 
$1.10  per  share -50  percent  more  than  two  years  ago. 

For  our  1978  annual  report  and  latest  quarterly,  please 
write  to  GK  Technologies,  Incorporated,  Dept.  100-79F, 
500  West  Putnam  Avenue,  Greenwich,  CT  06830. 


K  Technologies 


Incorporated 


Panasonic  presents  a  tape  recorder 
5/8- inch  slim  by  2  hours  long. 


Introducing  the  world's  slimmest  tape  recorder 
The  new  Panasonic  Microcassette 
recorder,  RN-00&  Just  %"  slim. 
That's  slim  enough  to  fit  in  most 
any  pocket.  But  the  RN-006 
isn't  slim  on  features.  Because 
Panasonic  gives  you  all  this: 

Two  hours  of  tape  on  one 
Microcassette.  A  sensitive 
condenser  mike.  Capstan  drive 
for  precise  tape  speed.  Easy- 
Matic  recording.  Cue  and 
review.  Lockable  pause  control. 
A  tape  counter.  Plus  the  RN-006 
comes  attired  in  a  sleek 
champagne-gold  body. 

And  to  make  it  even  more 
attractive,  the  RN-006  comes 
with  two  Microcassettes.  An  AC 


adapter/  recharger.  A  telephone 
pickup.  A  rechargeable  battery 
pack.  And  a  carrying  case. 

The  new  Panasonic  RN-006. 
No  other  tape  recorder  measures 
up  to  it. 


Panaso 

just  slightly 


Leadership  in 


Young  Radiator  Company  has 
built  an  enviable  record  for  more 
than  50  years  of  supplying 
America's  leading  firms  with 
quality  Heat  Transfer  Equip- 
ment. And  we're  ready  to  accept 
new  challenges.  Ask  about  our 
three  modern  plants  .  .  .  our 
engineering  service.  Write  or 
call  (414)639-1010. 

Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 


RADIATOR  COMPANY  , 

2825  Four  Mile  Road 
Racine.  Wisconsin  53404 


LARGE  POTENTIAL 

CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department  of  the 
Interior  (Bureau  of  Land  Manage- 
ment) holds  non-competitive  public 
drawings  each  month  to  afford  all 
citizens  over  the  age  of  21  years  an 
equal  opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  a  sum  exceeding 
$75,000.00  immediately,  plus  an 
overriding  royalty  for  possible  future 
income. 


For  further  information  on  how  you  can 
intelligently  participate  in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 
Roswell,  New  Mexico  88201 
Toll  Free  Number  800-545-7955 


and  get  instant  diversification  at  bar 
prices. 

Says  Lehman  Brothers  conglome 
analyst  Sidney  Heller:  "The  buyers  1 
bid  up  the  prices  of  single-product  c 
panies  and  are  now  turning  to  the 
counted  conglomerates." 

The  ease  with  which  a  multicomp 
can  sell  off  divisions  or  subsidiarie 
one  of  the  values  of  diversification 
course.  It's  also  one  of  the  values 
takeover  scouts  have  recognized,  j 
lyst  Ignatius  Teichberg  of  Gruntal  & 
points  to  UV  Industries  as  a  classic  c 
Says  he:  "We  recommended  UV  wht 
was  selling  at  around  20,  about  the  t 
Martin  Horowitz  decided  to  sell  off 
eral  Pacific  Electric."  Teichberg  says 
stock  is  still  undervalued,  even  at 
"Horowitz  just  entered  into  an  ag 
ment  with  Tenneco  to  sell  them  his 
and  gas  properties,"  Teichberg 
"That  alone  should  bring  in  over  S 
share  in  cash.  Altogether,  I  think 


The  situation  can  be  simj 
stated:  Conglomerates  wt 
supposed  to  be  worth  mt 
than  the  sum  of  their  parts, 
fact,  the  market  was  valui 
them  at  less  than  that  sum 
investors  didnt  see  the  a 
tradiction,  corporations  die 


could  see  a  value  of  $55  or  $60  a  share 
final  full  liquidation." 

Robert  Sussman  of  Bear,  Stearns  &. 
sees  the  conglomerate  takeover  tr 
growing.  He  thinks  McDonough  ( 
SCM,  IU  International  and  Emhart 
takeover  possibilities. 

All  this  may  seem  like  retributive 
tice  to  the  bosses  of  the  companies 
conglomerates  have  been  pursuing  fc 
couple  of  decades.  The  conglomerates 
now  doing  just  what  their  targets  did . 
defense:  buying  in  their  own  shares 
lining  up  a  white  knight.  As  examp 
Merrill  Lynch's  Carol  Neves  cites  Mo 
gram  Industries'  and  Baldwin  Unit 
stock  repurchase  programs,  as  well 
Bangor  Punta's  agreement  to  let  W 
Germany's  Bisping  Capital  take  a  2 
position  in  their  stock. 

Sometimes  that  will  help  the  tan 
company,  sometimes  not.  Either  w 
the  investor  benefits. 

Of  course,  not  every  conglomerate 
worth  taking  over.  And  some — like  G 
&  Western,  Loews  or  Teledyne— are 
big  for  almost  anybody  else  to  swall 
They  are  still  doing  the  taking-o 
themselves. 

The  question  is:  If  conglomerates 
worth  ten  times  earnings  to  other  cc 
panies,  why  shouldn't  they  be  wo 
more  than  three,  four  or  five  times  ea 
mgs  to  their  own  shareholders? 

— Howard  Rudnits 
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HOW  TO  PACK 
FOR  AQUICK  TRIP 
TO  EUROPE. 


Emery  Express  introduces  its 
European  plan.  It's  been  designed 
expressly  for  small  packages  that  have 
urgent  business  in  Europe. 

Simply  place  your  important 
papers  inside  an  Emery  Express-Pak 
envelope  or  box. 

You  can  pack  things  like  inter- 
office memos,  legal  documents, 
research  reports,  computer  print-outs, 
newsletters— but  only  paperwork 
that  has  no  commercial  value. 


Then  place  a  call  to  us.  The  same 
number  you've  been  using  for  regular 
Emery  Express.shipments. 

Our  Computer  will  keep  track  of 
your  package  from  the  minute  it 
leaves  your  desk  until  the  moment  it 
lands  on  your  customer's  desk.  . 

And  that  won't  take  long,  either. 
Say  we  pick  up  your  package  today. 
We'll  deliver  it  the  day  after 
tomorrow,  during  business  hours. 

By  the  way,  this  is  a  tale  of  ten 


cities.  London,  Paris,  Frankfurt, 
Amsterdam,  Brussels,  Geneva,  Zurich, 
Rotterdam,  Basel  and  Madrid. 
( Packages  must  be  consigned  to  an 
address  within  the  postal  zone  of  one 
of  these  cities.) 

Now  that  Emery  Express  has  put 
Europe  on  its  map,  the  world  is  getting 
even  smaller,  even  faster. 

EMERU 

Express 


Who  said  no  news 
is  good  news? 


Without  newspapers,  your  town 
could  be  missing  a  lot  more  than  news. 

For  example,  there'd  be  no  ads. 
Without  ads,  stores  would  miss  cus' 
tomers,  movies  would  miss  audiences, 
applicants  would  miss  jobs,  and  so  on. 

That's  exactly  what  could  happen 
if  newspapers  weren't  protected 
against  loss  by  insurance.  Few,  if  any, 
would  be  able  to  stay  in  business. 
The  financial  risks  would  be  too  great. 

Insurance  isn't  just  for  when 
things  go  wrong.  It  also  helps  us  get 
more  out  of  life.  And  because 
insurance  allows  people  to  face  finan' 
cial  risks  they  otherwise  couldn't 
afford,  it  plays  a  vital  role  in  America's 
free  enterprise  system. 

We're  proud  of  the  insurance 
business.  And  the  people  involved  in 
it.  Especially  our  more  than  1,300 
independent  insurance  agents  and 
brokers  who,  with  us,  are  dedicated  to 
helping  insure  the  American  way  of  life. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER  INSURANCE  COMPANIES 
THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office:  San  Francisco  94120 


Ever  heard  of  Swire  Pacific  Ltd.?  Few  people 
outside  of  the  Far  East  and  London  have.  But 
you  may  be  hearing  about  it  in  the  future. 


The  U.S.  isn't 
so  ruddy  bad 
after  all 


When  the  U.S.  Civil  War  de- 
stroyed the  promising  cotton 
trade  of  Liverpool's  John  Swire 
&  Sons  Ltd.,  Swire  wrote  off  America  as 
a  ruddy  bad  place  to  do  business  and 
pulled  out  of  the  U.S.  for  110  years. 

Now  Swire  is  back.  Swire  Pacific  Ltd., 
the  Hong  Kong  trading  company  that  is 
the  jewel  of  the  Swire  Group,  has  made  a 
series  of  small  but  significant  moves  here 
over  the  past  three  years.  Either  directly 
or  through  its  68%  subsidiary  Swire 
Properties,  Inc.,  it  has  invested  over  $60 
million  in  1 1  shopping  centers  and  7 
residential  complexes  in  Florida,  Louisi- 
ana and  Texas;  it  bought  a  Coca-Cola 
bottling  plant  in  Utah  and  has  two  joint 
ventures  for  oil  rigs  in  the  Gulf  of  Mexi- 
co. Having  wet  its  feet,  Swire  is  jumping 
in.  This  spring  Swire  Properties  an- 
nounced plans  to  begin  construction  of 
an  estimated  $300  million  residential 
and  commercial  complex  near  Miami. 

Swire  isn't  the  only  Hong  Kong-based 
company  that  has  been  quietly  branch- 
ing out  in  the  U.S.  The  Hongkong  & 
Shanghai  Banking  Corp.  has  been  trying 
for  more  than  a  year  to  acquire  control  of 
Marine  Midland  Banks,  Inc.  while  Jar- 
dine,  Matheson  &  Co.  Ltd.,  the  Crown 
Colony's  largest  hong  (trading  conglom- 
erate), has  established  itself  firmly  in  Ha- 
waii with  its  acquisition  in  1973  of  Theo 
H.  Davies  &  Co.  Ltd. 

Swire  Pacific  is  virtually  unknown  out- 
side the  Far  East  and  London  (where 
privately  held  John  Swire  &  Sons  Ltd., 
which  controls  the  company,  is  based). 
Yet  it  netted  almost  as  much  last  year  as 
did  better-known  Jardine,  Matheson  ($65 
million  vs.  $67  million)  on  about  half 
Jardine's  $1  billion  in  revenues.  Swire 
has  interests  in  trading,  engineering,  ca- 
tering, ship  repair,  salvage  and  shipping. 
It  has  just  under  60%  of  the  Hong  Kong 
soft  drink  market,  60%  of  Cathay  Pacific 
Airways  and  a  string  of  hotels  through- 
out Asia. 

In  Hong  Kong,  publicly  traded  Swire 
Properties  is  developing  what  may  be  the 


Swire  Pacific's  John  Bremridge 
After  1  lO  years,  they're  back. 

largest  residential  real  estate  project  in 
the  world,  Taikoo  Shing,  on  53  acres  of 
reclaimed  industrial  and  dockside  land 
on  Hong  Kong  Island  owned  by  Swire  for 
decades. 

Upon  completion  in  the  mid-1980s, 
Taikoo  ("great  and  ancient")  will  house 
45,000  people.  Hong  Kong  financial 
sources  expect  it  to  throw  off  $390  mil- 
lion in  cash  over  the  next  five  years.  It 
has  enabled  Swire  to  buy  up  rental  prop- 
erties in  Hong  Kong,  develop  an  office 
building  in  Kuala  Lumpur  and  residential 
properties  in  Hawaii  and  to  finance  its 
property  beachhead  in  the  U.S. 

Founded  by  a  Liverpool  exporter  in 
1816,  Swire  turned  to  the  Far  East  from 
the  U.S.  after  the  Civil  War  and  began  to 
ship  textiles  to  China  and  Japan.  In  1867 
it  opened  a  branch  in  Shanghai,  and 
three  years  later  in  Hong  Kong.  In  1872 
came  the  China  Navigation  Co.,  in  1900 
the  Taikoo  Dockyard,  in  1904  a  tug  com- 
pany and  in  1934  a  paint  factory. 


For  more  than  a  century  Swire  I 
mained  a  maze  of  multilevel,  cm 
owned  private  companies,  few  beaj 
the  Swire  name.  The  Swires  believeJ 
holding  controlling  positions  in  the  si 
ping  and  trading  companies  with  wn 
they  did  business.  Today  the  two  gr 
great-grandsons  of  John  Swire,  Ad^ 
and  John,  run  the  London  operatic] 
whose  largest  business  is  bulk-carl 
and  container  shipping.  Since  1973  )i\ 
H.  Bremridge,  54,  has  been  the  tail 
("chief")  who  runs  Swire's  Hong  Kj 
businesses  and  is  now  chairman  of  Svj 
Pacific.  Although  he  sits  on  the  boari 
the  South  China  Morning  Post,  H| 
Kong's  largest  English-language  news 
per,  Bremridge  shuns  publicity.  "It's  a 
gerous  to  talk  to  the  press,"  Bremri| 
explains  in  his  clipped  British  accent; 

In  1974,  when  the  Swires  finished  q 
solidating  their  Asian  holdings  ii 
Swire  Pacific,  the  London  family 
tained  31%  of  the  stock  and  41%  of 
voting  power.  Soon  afterward  the  Sw 
land  holdings  were  spun  off  into  Sw 
Properties,  with  Swire  Pacific  retain] 
68%  control. 

Since  then  Swire  Pacific's  profits  hj 
increased  sixfold.  With  real  estate  \ 
tourism  booming  in  Asia,  1978  net  pi 
its  jumped  from  $37  million  to  $65  n 
lion  on  an  increase  in  revenues  frlj 
$383  million  to  $585  million.  Most 
that  comes  from  Swire  Properties  £ 
Cathay  Pacific;  the  airline  services  £ 
catering  produced  almost  half  of  II 
year's  $138  million  in  operating  prof 
The  airline  is  known  for  its  efficien 
and  many  experienced  travelers  consi 
it  the  only  way  to  fly  in  Asia. 

But  while  the  airline  is  very  profitaK 
it  is  the  land  company  (whose  $47  ni 
lion  operating  profit  last  year  was 
56%  from  1977)  that  excites  the  specu 
tors.  The  condominiums  of  the  vast  n 
city  of  Taikoo  Shing  are  selling  at  $1 
per  square  foot  (up  from  $45  in  191 
The  residential  apartment  complex- 
towers — will  have  10,000  units  wh 
completed;  its  large  work  force  shoi 
then  provide  a  base  for  commercial  < 
velopment  on  nearby  property  that  U 
been  sitting  in  the  Swire  landbank. 

Swire  Pacific  'A'  stock  trades  on  t 
London  Stock  Exchange  and  also  on  t 
Hong  Kong  exchanges,  where  it  has  ris 
from  about  35  cents  in  1974  to  $1. 
recently,  about  7.8  times  expected  19 
earnings. 

With  this  kind  of  profitability  in  Ha 
Kong  and  elsewhere  in  the  Far  East,  w 
is  Swire  moving  into  U.S.  investmen 
Even  if,  as  is  now  widely  assumed,  t 
new  pragmatic  leadership  in  mainla 
China  has  no  plans  to  take  over  Ho 
Kong,  the  Colony  remains  a  small  pla 
whose  long-term  growth  is  limited 
space  if  not  politics.  What  better  way 
complement  Swire  Pacific's  Hong  Ko 
nest  egg  than  with  assets  in  the  U.S.? 
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Tele-users 


It's  one  thing  for  Northern  Telecom  to  say  that  our 
SL-1°  is  the  most  advanced,  the  most  cost-effective 
electronic  communications  system  in  the  business 
world. 

But  it's  quite  another  thing  when  your  customers 
agree.  Hundreds  of  them.  Hospitals.  Universities.  Banks. 
Insurance  companies.  Research  organizations.  Manufac- 
turers. Oil  companies. 

They  looked  at  a  lot  ot  telephone  systems  before  they 
chose  the  SL-1.  And  they  chose  the  SL-1  because  they 
found  that  it  costs  less  to  install,  maintain, 
expand.  They  liked  the  way  we  simplified 
feature  operation.  They  liked  the  way  the 


>ecause  inev 

IXt 


SL-1  helps  them  generate  reports  to  control  their  long 
distance  costs. 

They  compared  our  SL-1  to  the  systems  currently  on 
the  market  .  .  .  cost  options,  features.  And  they  bought 
the  SL-1. 

And  — we  would  like  to  add  — these  customers  will 
see  the  system  grow  with  them  .  .  .  and  provide  even 
greater  value  each  step  of  the  way. 

We've  said  it  once,  we've  said  it  five  times.  We  may  be 
the  second  largest  and  the  second  oldest  in  North 
America,  but  we're  first  where  it  counts. 
llOrthCm    Northern  Telecom,  Inc.,  Dept.  1206-5,  In- 
teleCOm     temational  Plaza,  Nashville,  Tenn.  37217. 


SIGNAL  STRATEGY: 


Transform  a  regional  oil  company  into  a 
$4  billion  high-technology  corporation. 


Fifteen  years  ago,  the  decision  was  made  to  change  a 
medium-sized  oil  company  into  a  diversified  organiza- 
tion with  heavy  emphasis  on  high  technology:  The 
Signal  Companies,  Inc.,  commanding  strong  strate- 
gic positions  in  the  aerospace,  transportation,  and 
energy- service  industries. 

We  have  implemented  this  overall  strategy  by 
acquiring  well-run  companies  and  giving  their 
managements  the  freedom  to  keep  running  them 
well.  Our  early  acquisitions  proved  so  successful  that 
by  1974  we  were  able  to  sell  our  low-yield,  capital- 
intensive  oil  and  gas  interests  and  invest  the  pro- 
ceeds in  areas  of  high  technology  and  the  expansion 
of  existing  facilities  with  strong  growth  opportunities. 

Today  Garrett  commands  a  50%  share  of  the 
market  for  turbine  propulsion  engines  in  general 
aviation.  Garrett  is  also  a  leading  supplier  of  environ- 
mental and  other  auxiliary  systems  for  commercial 
and  military  aircraft,  turbochargers  for  trucks  and 
automobiles,  industrial  gas  turbines,  and  other 
products  requiring  a  high  degree  of  technological 
expertise. 

Mack  Trucks  holds  20%  of  the  U.S.  market 

for  heavy-duty  diesel  trucks  and  a  commanding  62% 
share  of  exports.  Mack  is  a  highly  integrated  manu- 
facturer producing  its  own  engines,  transmissions, 
axles,  frames  and  many  other  key  components. 


UOP  is  a  leading  source  of  technology  for 

petroleum  refining  and  petrochemicals,  pollution 
control,  waste  treatment,  and  desalination  systems. 
UOP's  basic  business  is  the  commercialization  of 
research  and  development  activities  into  marketable 
products,  processes  and  services. 

These  three  major  parts  of  Signal,  together  with  a 
group  of  other  investments  ranging  from  real  estate 
(Signal  Landmark  Properties)  to  broadcasting 
(Golden  West  Broadcasters),  have  produced  rapid 
and  sustained  growth.  Return  on  equity  has 
more  than  doubled  in  the  last  three  years,  reaching 
18.4%  in  1978. 

The  growth  continues.  Sales  and  earnings 
for  the  first  six  months  of  1979  were  the  highest 
results  in  the  entire  57-year  history  of  The  Signal 
Companies. 

To  ensure  future  internal  growth,  Signal  invested 
$108.8  million  in  research  and  development  in  1978. 
And  capital  expenditures  were  $97.4  million.  At  the 
same  time,  our  conservative  financial  posture  gives 
us  the  flexibility  to  take  advantage  of  external 
investment  opportunities  which  may  arise,  and  we 
are  constantly  analyzing  them. 

For  a  copy  of  our  annual  report  write:  The  Signal 
Companies,  9665  Wilshire  Boulevard,  Beverly  Hills, 
California  90212.  Ticker  symbol:  SGN. 


The  Signal  Companies 

Worth  watching 

The  Garrett  Corporation  •  Mack  Trucks.  Inc.  •  UOP  Inc.  •  Signal  Landmark  Properties,  Inc. 


"  Whose  idea  was  it 
to  pick  St.  Louis 


44 1  don't  know,  but 
I  bet  they  elect  him 
to  the  Board." 


Stloub 
IheMeetincdace 


(C) 


Missouri  Concert  Ballet  Production  of  Cinderella 


Some  cities  roll  up  their  sidewalks,  out  St.  Louis  rolls  out  the  red 
carpet  and  opens  its  doors  to  a  night  of  food  and  fun.  All  you  have  to  know 
is  where  to  find  it,  and  that's  where  we  come  in. 

We'll  he  happy  to  head  you  in  the  right  direction,  to  the  restaurants 
and  nightspots  that  bridge  the  gap  between  the  last  meeting  session  of  the  day 
and  the  first  one  the  next  morning. 

For  more  information  on  the  hotels  and  nightlife  that  will  make  your 
meeting  a  success,  call  or  write  John  G.  Walsh,  7900  Forsyth,  St.  Louis,  Mo. 
63105;  (314)  889-8813. 


Copyright  St  Louis  County  Government  1977 


irysler  totters  and  Ford  and  GM  lay  off 
orkers  while  Daimler-Benz  strains  to  in- 
ease  production.  What  do  these  Germans 
low  that  the  Detroiters  don't? 


"Stupid 
we  are  not" 


By  Barbara  Ellis 


L gray-coated  Daimler-Benz  engi- 
neer examines  the  door  of  a  Lin- 
coln Versailles,  tut-tutting  over 
it  he  considers  sloppy  finish.  Gravely, 
lams  the  door,  and  then  happily  com- 
;s  it  with  the  sound  of  shutting  the 
r  of  a  Mercedes.  He  goes  through  the 
ie  performance  with  a  Chevrolet, 
rhis  is  the  X-body,"  he  says.  "It's  still 
ig  as  a  midsize  Mercedes." 
his  pantomime,  which  takes  place 
side  Daimler-Benz's  Sindelfingen  car 
mbly  plant,  is  a  handy  illustration  of 
lajor  pressure  on  Europe's  biggest 
lity  car  manufacturer:  American 
ipetition,  especially  General  Motors, 
ou  can't  pick  up  many  German  mag- 


azines these  days  without  seeing  ads  for 
GM's  "Euro- Americans."  (In  case  you're 
wondering:  the  new,  lighter  but  still 
roomy  Chevrolet  Citation,  Oldsmobile 
Omega,  Pontiac  Phoenix  and  Buick  Sky- 
lark.) Mercedes-like  attributes  are  em- 
phasized, as  are  the  comparatively  low 
prices — courtesy  of  a  weak  dollar.  Lately, 
other  Europeans  too,  as  well  as  the  Japa- 
nese, have  aimed  models  squarely  at  the 
Mercedes  market.  So  is  DB  losing  sales? 

"What  does  that  mean — losing  sales?" 
asks  DB  Chairman  Joachim  Zahn  rhe- 
torically. "Our  target  is  to  sell  what  we 
produce,  and  the  limit  for  our  sales  up  to 
now  has  been  production  capacity."  Car 
output  this  year  is  forecast  to  reach  an 
alltime  record  of  422,000,  and  domestic 
order  books  are  full  until  1983.  Export 


orders  aren't  accepted  more  than  one 
year  in  advance. 

Zahn,  65,  who  retires  at  the  end  of  this 
year,  has  led  DB  through  14  years  of 
outperforming  its  industry.  Between 
1965  and  1978,  DB  consistently  averaged 
nearly  three  times  the  production 
growth  of  the  German  car  industry.  Sales 
rose  from  $1.3  billion  to  $14.7  billion. 
(Forecast  for  this  year:  $16.4  billion.)  In 
the  last  decade,  while  overall  German  car 
imports  into  the  U.S.  fell  a  third,  Mer- 
cedes imports  doubled  to  around  50,000  a 
year — 70%  diesel  powered — even  though 
the  steadily  rising  deutsche  mark  more 
than  doubled  the  cars'  import  prices  over 
the  same  time.  It  all  illustrates  the  Bronf- 
man rule,  enunciated  by  the  late  Canadi- 
an whiskey  baron:  "Price  makes  perfec- 
tion." (Meaning  the  higher  you  price  a 
quality  product,  the  more  the  customers 
will  appreciate  it.) 

An  old-world  charmer,  complete  with 
dueling  scar,  Zahn  outlines  company 
strategy  in  his  13th-floor  office  at  DB's 
Mercedes-Strasse  headquarters  in  Stutt- 
gart, south  Germany.  Basically,  it's  more 
of  the  formula  that  pulled  DB  through 
the  last  energy  crisis  unscathed  by  lay- 
offs or  short-time  work  (Forbes,  Jan  15, 
1975).  DB  is  not  about  to  diversify  into 
typewriters,  Volkswagen  style.  Instead, 
it's  spending  more  than  $5.5  billion  over 
the  next  five  years,  mainly  on  cars  and 
mainly  in  Germany.  Says  Zahn: 

"We  have  a  special  segment  of  passen- 
ger car  production,  and  we  are  not  inter- 
ested in  leaving  it.  We  know  it's  a  limit- 
ed sector.  We  are  in  the  Spitzengruppe — at 
the  top  level — with  a  special  category  of 


nler-Benz'  retiring  (at year's  end)  Chairman  Dr.  Joachim  Zahn 

long  view  from  Mercedes-Strasse:  The  Japanese  and  Americans  are  closing  in. 
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customers."  He  explains,  with  an  im- 
plied sideswipe  at  BMW  and  Porsche: 
"Not  the  unreliable  people:  one  day  this 
car  and  another  day  a  Lamborghini  or 
whatever."  Among  Mercedes'  most  reli- 
able customers  are  taxi  drivers:  Some 
75%  of  German  taxis  are  Mercedes.  In 
many  parts  of  the  world,  the  Mercedes 
has  become  the  ultimate  status  symbol. 
So  much  so  that  in  independent  black 
African  states,  the  newly  rich  political 
and  business  class  is  bitterly  referred  to 
as  "the  wa-Benzi  tribe,"  according  to 
bestsclling  novelist  V.S.  Naipaul. 

Due  on  the  market  by  1985  is  the 
W201,  the  much-heralded  smaller  Mer- 
cedes. "It  will  not  be  a  subcompact," 
says  Zahn,  forecasting  only  that  the  car 
will  be  "very  economic."  He  means  fuel, 
though,  not  price.  Zahn  calls  predictions 
of  Mercedes'  difficulties  with  U.S.  pollu- 
tion and  safety  standards  "absolutely  er- 
roneous," saying  that  Daimler-Benz  is 
already  meeting  the  pollution  require- 


"It's  hopeless  to  reach  the  same  volume. 
What  counts  for  us  is  the  six-ton  class 
and  above,  approximately  your  class 
six."  In  that  range,  DB  has  lifted  itself  to 
number  three  in  the  world,  behind  Ford 
and  ,GM.  Nettled  by  detractors'  claims 
that  DB  arrogantly  neglected  competi- 
tion from  Fiat's  IVECO  grouping  and 
thus  lost  market  share,  Zahn  reacts 
fiercely: 

"That  stupid,  we  are  not.  We  know  Fiat 
is  a  strong  competitor.  Their  wages  are 
just  half  of  ours."  He  tracks  what  really 
happened.  In  1973,  the  companies  that 
later  formed  Fiat-controlled  IVECO  had  a 
market  share  in  Western  Europe  of 
15.7%.  Now  that  share  is  18.7%.  DB, 
meanwhile,  moved  from  24.3%  to 
24.8%.  "We  didn't  gain  much,  but  our 
production  increased  more  than  theirs, 
so  it's  clear  our  exports  outside  Western 
Europe  were  more  successful.  It's  true 
they  gained  market  share,  but  not 
against  us."  The  losers:  Europeans  like 


On 


Daimler-Benz  experimental  vehicles  in  Stuttgart 

Five  years  ago  the  "experts"  said  the  diesel  car  was  dead.  Luckily,  Daimler- 
Benz  wasn't  listening.  Today,  it's  seeking  further  alternatives  to  gasoline: 
hydrogen,  battery  power  and  gas /methanol  mix. 


ments  for  1981. 

"The  only  problem  is  diesel,"  he  says, 
"but  we  fulfill  the  100,000  miles  require- 
ment, so  we  are  able  to  go  on  importing 
to  California" — which  permits  a 
100,000-mile  warranty  in  lieu  of  reduc- 
ing nitrous  oxide  emissions. 

Having  carved  out  a  market  that  is  the 
opposite  of  price-sensitive,  Zahn  does 
not  worry  that  Daimler-Benz  lacks  the 
huge  production  runs  that  keep  costs 
down  for  U.S.  and  Japanese  manufactur- 
ers. "We  don't  want  that,"  he  says.  "It's 
not  our  intention  to  enter  their  market 
sphere." 

Daimler-Benz,  nothing  if  not  flexible, 
follows  a  different  strategy  in  the  heavy- 
truck  market,  where  it  is  a  world  power. 
Here  it  does  go  for  the  market  share.  The 
company  doesn't  break  out  the  trucks' 
revenue  contribution,  but  German  ana- 
lysts estimate  it  at  around  one-third  of 
total  sales. 

"On  vehicles  under  six  tons,  the  Japa- 
nese are  absolutely  leading,"  says  Zahn. 
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Volvo  and  British  Leyland. 

DB's  commercial-vehicle  strategy  in- 
cludes an  $8  million  assembly  plant  at 
Hampton,  Va.,  but  car  tactics  anchor  pro- 
duction firmly  within  Germany.  Of 
course,  investment  at  home  will  only  pay 
off  if  unions  and  bureaucrats  see  sense. 
Last  year  DB's  Stuttgart  plants  were 
struck  for  three  weeks  over  pay — a  dis- 
pute that  cost  close  to  $550  million  in 
lost  production.  Already,  German  wages 
are  among  the  highest  in  the  world.  Auto 
industry  pay  for  a  shorter  working  day  is 
20%  ahead  of  the  U.S.  rate. 

Zahn  has  little  time  for  bureaucrats  of 
any  nation — whether  it's  "tiger  lady" 
Jane  Claybrook  (U.S.  Highway  Traffic 
Safety  Administrator)  or  the  home-pro- 
duced variety/who  only  a  few  years  back 
were  clamoring  for  a  minimum  car-life  of 
20  years.  "If  we  had  made  that,  how 
could  we  have  adapted  to  new  condi- 
tions?" he  scoffs,  referring  to  the  con- 
stantly increasing  demands  for  lighter, 
more  fuel-economical  vehicles. 


Recently  in  Germany,  where  only  2 
of  oil  goes  to  road  transport  use,  a 
pared  with  46%  in  the  U.S.,  there's  b 
serious  talk  of  curbing  speeds  on  the 
restricted  autobahns.  That  could  hai 
be  popular  with  the  automotive  indus 
which  employs  1  in  7  workers,  vs.  1  ir 
in  the  U.S.  If  the  speed-limit  lobby  w 
Zahn  foresees  endless  fuel-wasting  t 
fic  snarls  on  Germany's  mainly  two-1 
highways — and  the  end  of  an  import 
advantage.  Called  "the  last  open  r, 
track  in  the  world"  by  Der  Spiegel  mi 
zine,  Germany  has  long  been  a  to^ 
proving  ground  for  cars.  Domestic 
built  vehicles,  engineered  to  be  drr 
flat  out,  naturally  have  the  edge  on  c< 
petition  from  countries  where  a  cri 
sedate  pace  is  enforced.  Take  away  t 
edge  and  Germany's  carmakers  can  a 
lose  out  to  the  same  competitors. 

There  follows  a  discreet  jab  at  fello 
Prussian  Eberhard  von  Kuhnheil 
BMW,  as  Zahn  scores  the  "so-call 
sporty"  drivers.  "I  call  it  the  motorcy 
spirit,"  he  says,  "created  by  adver 
ing  .  .  .  the  idea  that  it's  manly  or  spo 
to  go  from  0  to  60  mph  in  seven  secon 
That  is  a  waste  of  energy."  A  lawyer! 
training,  Zahn  sees  the  solution  to 
energy  problem  not  in  legislation,  but 
"an  appeal  to  reasonable  and  responsil 
thinking  of  free  citizens." 

Zahn  is  clearly  dismayed  at  GM's  hi| 
investment  program,  which  he  sees  fa 
ing  the  Japanese  to  push  harder  in  Eurc 
to  compensate  for  increased  competitj 
from  GM  elsewhere  in  the  woij 
Squeezed  at  home,  GM  seeks  to  g« 
profits  abroad.  "The  U.S.  regulations  i 
a  tremendous  financial  burden  for  t 
American  companies.  They  were 
completely  unprepared.  I  hope  Chrysi 
finds  a  solution  to  their  problems,  I 
cause  I'm  against  the  creation  of  mono 
olies."  As  Zahn  sees  it,  GM  is  so  pow 
ful  that  it  can  simultaneously  handle  tj 
cost  of  meeting  the  new  standards 
home  and  expanding  overseas.  "It's 
markable  to  see  what  financial  superii 
ity  is  demonstrated  this  way  on  the  si 
of  GM." 

Zahn  condemns  a  deep-seated  art 
business  tendency  in  Germany,  whii 
he  contrasts  thoughtfully  with  Amerio 

"In  Germany,"  he  says,  "there  isj 
widespread  feeling  that  profits  are  sorr 
thing  wrong,  somehow  the  opposite 
honest  behavior.  It  may  be  that  envy  is 
quality  rather  more  known  to  the  G< 
man  public  than  the  American.  T 
American  mentality — it's  based  in  hist 
ry — is,  everybody  enjoys  it  if  somebo 
else  has  a  business  success.  The  ment; 
ity  is  'I  want  to  have  the  same  succes 
Especially  in  Germany,  success  is  alwa 
a  problem — it  creates  envy." 

If  that  antibusiness  mood  in  Germai 
is  proportional  to  success,  then,  and  on 
then,  Daimler-Benz  may  have  som 
thing  serious  to  worry  about.  ■ 
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clear  reactors.  About  one  quarter  is  sat- 
isfied by  imports,  primarily  in  the  form 
of  crude  oil  and  refined  petroleum  prod- 
ucts. Oil  imports  have  been  steadily  in- 
creasing over  the  past  30  years  with  the 
attendant  consequences  on  foreign 
payments  and  reliability  of  supplies. 

The  rapid  growth  in  liquid  and 
gaseous  fuel  consumption  in  the  past 
few  decades  in  understandable.  Such 
fuels  were  being  discovered  at  rates 
higher  than  production,  and  at  a  rela- 
tively low  cost.  Reserves  were  doubling 
every  5  years  whereas  extraction  was 
doubling  every  10  years.  The  cost  of 
extraction  of  a  barrel  of  oil  was  only  a 
fraction  of  a  dollar.  Exploitation  meth- 
ods and  conversion  processes  were  con- 
tinuously improving.  The  economies  of 
industrialized  nations  were  booming, es- 
pecially since  they  were  fueled  by  read- 
ily accessible  and  cheap  energy.  The 
cost  and  price  of  energy  were  falling.  For 
example,  from  1950  to  1970  the  real 
cost  of  energy  used  in  U.S.  manufactur- 
ing diminished  by  1.7%  per  annum. 

Around  1970,  however,  the  eu- 


The  number  of  nominees  for  ener- 
gy scapegoat  is  plentiful.  OPEC  and  its 
monopolistic  actions;  the  oil  companies 
and  their  oligopolistic  power;  the  Ad- 
ministration and  its  ineffective  leader- 
ship; the  industrial  establishment  and 
its  bigness;  the  Ayatollah  Khomeini  and 
his  religious  fervor;  and  Americans  and 
their  wasteful  habits  are  all  high  on  the 
list  of  proposed  culprits. 

No  doubt  these  and  others  may 
either  be  contributing,  or  failing  to  re- 
spond effectively,  to  the  spiraling  price 
of  energy.  But  the  real  causes  of  high 
energy  prices  are  more  fundamental  and 
require  much  more  than  corrective  or 
punitive  action  for  their  cure.  Briefly, 
the  true  culprits  are  the  exhaustion  of 
our  finite  store  of  fuels  at  an  alarming 
rate,  especially  in  their  liquid  and  gas- 
eous forms,  the  very  high  cost  of  possi- 
ble replacements,  and  the  long  lead- 
times  required  both  to  bring  to  the  mar- 
ket large  quantities  of  new  energy  at  a 
price  we  can  afford  and  to  improve  our 
consumption  habits  without  destroying 
our  economic  and  social  well-being.  The 


cure  is  investment  in  energy  supply  and 
demand.  And  as  all  investments,  this 
one  also  needs  deferment  of  today's 
benefits  for  a  better  tomorrow. 

LESS  OIL  AT  HIGHER  COST 

Since  the  end  of  the  second  World 
War,  energy  consumption  has  been  in- 
creasing faster  and  faster,  especially 
that  of  oil  and  gas.  In  1977,  it  was  at  a 
rate  equivalent  to  about  125  million  bar- 
rels of  oil*  per  day,  about  two  thirds  in 
the  form  of  oil  and  natural  gas,  and  one 
third  coal,  hydropower,  and  nuclear 
fuels. 

With  about  5%  of  the  world  popu- 
lation and  30%  of  the  world  products 
and  services,  the  United  States  con- 
sumes about  30%  of  the  world  energy 
production.  This  consumption  consists 
of  about  one-half  oil,  one  quarter  natural 
gas,  and  the  remainder  coal  plus  small 
contributions  from  hydropower  and  nu- 


*  One  barrel  of  oil  is  equivalent  to  6000  cubic  feet  of  natural 
gas,  one-quarter  of  a  ton  of  bituminous  coal,  and  the  energy 
required  to  generate  600  kilowatt-hours  of  electricity. 


ENERGY 

OUR  HIDDEN  RESOURCES 
They  abound  in  nature  and  sci- 
ence, but  to  exploit  them  we 
must  defer  immediate  benefits 
for  long-term  investment. 


ENERGY: 
EVERYBODY S 
BUSINESS 


phoria  about  abundant  and  cheap  oil 
and  gas  took  a  dramatic  downturn.  In 
the  United  States,  discoveries  of  new 
reserves  were  not  coming  on  stream  as 
fast  as  the  growing  production  required. 
In  the  1950's,  IV4  barrels  of  oil  were 
being  discovered  for  each  barrel  extract- 
ed, but  by  the  mid  1970's  this  had 
dropped  to  about  V2  barrel.  Capital  in- 
vestments in  new  finds  were  much  high- 
er than  those  expended  in  the  past.  The 
investment  in  the  North  Sea  was  of  the 
order  of  $10,000  per  daily  barrel  of 
capacity  compared  with  the  investment 
in  the  Middle  East  of  only  a  few  hundred 
dollars  for  the  same  capacity.  Projected 
costs  of  alternatives  to  oil,  such  as  shale 
oil  and  gaseous  and  liquid  fuels  from 
coal,  were  three  to  four  times  higher 
than  those  of  North  Sea.  No  major  ener- 
gy supply  could  be  brought  to  the  market 
fast  enough  to  effectively  compete  with 
oil.  For  the  first  time  in  our  history,  the 
replacement  cost  of  all  energy  sources 
jumped  above  the  average  price  paid  by 
consumers. 

Awareness  that  oil  is  a  finite  re- 
source and  the  accompanying  concern 
over  its  future  availability  have  become 
topics  of  public  interest.  Usually,  how- 
ever, the  interest  is  heightened  only 
when  the  lines  are  long  at  the  gas  pump. 
And  even  then,  the  interest  is  mis- 
directed. 

RESERVES: 
HOW  MANY  BARRELS 

The  task,  of  defining  crude  oil  re- 
serves, though  subject  to  considerable 
uncertainty,  has  been  undertaken  by  a 
wide  spectrum  of  industry,  academic 
and  government  specialists  throughout 
the  world.  These  investigations  suggest 
that  the  ultimate  world  recoverable  oil  is 
about  2,000  billion  barrels.  To  date,  the 
cumulative  production  is  about  one  fifth 
of  the  resource  base.  With  a  modest  rate 
of  growth  in  demand,  the  remaining  oil 
would  be  exhausted  sometime  during 
the  first  half  of  the  next  century. 

Recently,  a  dissenting  view  has 
emerged  suggesting  that  recoverable  oil 


resources  may  substantially  exceed  the 
2,000  billion  barrels  consensus  figure. 
B.F.  Grossling  of  the  U.S.  Geological 
Survey  estimates  the  recoverable  world 
oil  to  be  between  2600  and  6500  billion 
barrels.  He  argues  that  Latin  America 
and  Africa  have  not  been  drilled  as 
densely  as  the  U.S.  and  perhaps  they 
could  be  as  productive.  If  correct, 
Grossling's  projection  would  extend  the 
oil  era.  But  with  expanding  demand,  the 
extension  would  be  at  most  only  a  few 
decades. 

ARTIFICIAL  LIMITS 

For  a  few  years,  the  tempering 
influence  of  Saudi  Arabia  and  the  com- 
missioning of  the  Alaskan  and  North  Sea 
supplies  have  kept  oil  prices  under  con- 
trol. Recently,  however,  another  factor  is 
feeding  the  expanding  price  spiral.  Over 
a  short  period  of  time,  petroleum  export- 
ing countries,  especially  in  the  Middle 
East,  accumulated  immense  petro- 
wealth.  They  attempted  to  use  this 
wealth  for  rapid  modernization.  But  ex- 
perience showed  that  a  rapid  rate  of 
change  is  both  socially  disruptive  and 
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economically  wasteful.  In  response  to 
this  experience,  OPEC  members  have 
been  setting  in  motion  programs  to  limit 
production  rates  and  adjust  them  to  lev- 
els at  which  oil  incomes  can  be  produc- 
tively invested. 

With  modest  rates  of  economic 
growth,  oil  demand  in  the  late  80's  is 
estimated  to  be  about  80  million  barrels 
per  day,  compared  to  60  in  1976.  Of 
these  80,  OPEC  is  expected  to  cover 
between  40  and  50  million  barrels  per 
day  compared  to  the  present  35.  As 
stated  at  the  International  Energy  Agen- 
cy meeting  in  Paris  in  May,  however,  it  is 
now  very  doubtful  that  OPEC  will  exceed 
its  present  rate  of  production.  Events 
since  then  bear  this  out.  As  one  member 
of  OPEC  agrees  to  increase  production 
for  political  or  economic  reasons,  an 
other  threatens  to  cut  back  on  precisely 
the  same  grounds.  These  offsetting 
forces  within  the  cartel  point  to  the  like- 
lihood that  foreign  supply  will  stay  suffi- 
ciently below  demand  to  perpetuate  the 
price  spiral  from  that  quarter. 

Even  a  relatively  small  reduction 
in  the  rate  of  production  can  have  a  large 
effect  on  oil  prices.  The  Iranian  experi- 
ence is  a  case  in  point.  Prior  to  the 
revolution,  Iran  produced  about  6  mil- 
lion barrels  of  oil  per  day.  It  interrupted 
production  for  a  few  months  and  then 
restarted  at  the  rate  of  about  4  million 
barrels  per  day.  The  old  rate  cannot  be 
reached  without  additional  investments. 
The  relatively  small  Iranian  perturbation 
has  had  a  large  impact  on  the  oil  market. 
At  the  end  of  1978  OPEC  oil  was  priced 
at  $14.50  a  barrel  delivered  to  U.S. 
refineries.  Now  it  is  priced  over  $20  a 
barrel. 

RISING  COST  PER  KILOWATT 

Add  to  this  that  the  cost  of  elec- 
tricity has  also  been  rising  very  fast  be- 
cause of  safety,  environmental  and  regu- 
latory requirements. 

In  1968  the  average  cost  of  two 
1200  megawatt  nuclear  plants  for 
1976-78  operation  was  estimated  to  be 
$230  per  kilowatt  including  $70  per 


This  may  be  the  only  computer 
center  where  one  of  the 
fob  hazards  is  seasickness." 


floating  computer  center. 


"This  computer  center  happens 
to  be  on  the  Hollis  Hedberg  "  says 
Gulf  Research  Geophysicist  John 
McDonald.  "It's  the  only  research 
vessel  in  the  industry  that  has 
complete  data  processing  right  on 
board.  And  that  makes  all  the 
difference. 

The  typical  oil  exploration 
ship  is  equipped  only  to  record  raw 
data  from  whatever  equipment  it 
has  on  board  to  detect  oil  deposits 
under  the  ocean  floor.  Usually  they 


"On-board  computers  help  you  learn  a  lot  more, 
a  lot  faster." 

have  seismic  sounding  gear,  occa- 
sionally magnetometers  and  gravity 
meters.  The  raw  data  gets  sent  to  an 
onshore  computer  center  for 
analysis,  and  by  the  time  analysis  is 
complete,  the  ship  could  be  a 
thousand  miles  away. 

"By  contrast,  the  Hedberg  has  a 
full  complement  of  recording 
equipment,  including  hydrocarbon 
'sniffers,'  and  with  computers  right 
on  board,  we  can  make  a  prelimi- 
nary analysis  immediately.  If  it 
looks  good,  we  go  back  for  a  second 
look  at  that  location. 

"It  could  take  five  or  six  years 
between  the  time  you  find  an  oil 
deposit  and  the  time  you  actually 
start  drilling  for  oil,  so  any  time  we 
save  in  exploration  puts  the  coun- 
try that  much  closer  to  a  new  sup- 
ply of  petroleum. 

"It's  a  real  challenge,  trying  to 
find  that  invisible  spot  under  the 
seabed  that's  likely  to  produce  oil. 
But  the  Hedberg  is  one  of  the  best 
ways  there  is  of  finding  it." 


Gulf  people: 
meeting  the  challenge* 


Gulf  Oil  Corporation 


How  Johnson  Controls  gives  Jim  Markiij 
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>tal  control  of  Benj.  Franklin  Plaza 


Tell  us  about  your  building,  Mr.  Markin. 

We  have  a  commercial  building,  four  years  old. 
It  has  20  stories  above  ground  and  three  below. 
All  told,  391,000  square  feet.  Rental  space  is 
divided  among  50  tenants.  The  main  tenant — 
that's  us,  Benj.  Franklin  Federal  Savings 
&  Loan — moved  in  during  November,  1975.  Our 
executive  offices  are  in  the  building.  It's  a  lot  to 
keep  on  top  of.  But  as  owners  and  operators  we 
must  have  total  control  over  every  square  foot. 

And  do  you  have  total  control? 

We  built  a  Johnson  Controls  JC/80  computer  right  into 
this  building.  It  was  the  first  totally  automated  building 
in  the  Northwest.  Heating,  ventilating,  air  conditioning 
are  all  controlled  by  the  computer.  Our  lighting,  our 
security,  including  a  card  access  system  for  the  elevators 
after  hours,  is  controlled  by  the  JC/80.  And  not  only  is  the 
building  protected  by  sprinklers,  but  our  JC/80  can  locate 
a  fire,  call  the  fire  department,  and  give  evacuation 
instructions,  too.  I'd  call  that  total  control. 

How  much  does  the  JC/80  save  you? 

We've  always  had  the  JC/80,  so  I  have  no  previous  figures 
to  compare  to.  But  I  can  tell  you  this.  Rental  rates  are  based 
largely  on  operating  costs,  and  last  year  our  rates  went  up  less 
than  4%.  That's  a  lot  less  than  the  rise  in  utility  charges.  And 
all  systems  are  carefully  monitored,  24  hours  a  day,  by  the 
computer,  our  building  engineer,  or  his  assistant.  He  doesn't 
even  have  to  be  at  the  console.  The  computer  asks  for  him  if 
there's  a  problem.  This  has  to  be  a  major  savings  in  manhours. 
And  we  have  new  programs,  new  savings  in  the  works. 

New  programs,  new  savings? 

Take  our  meeting  rooms.  Things  are  happening  there  maybe  three  nights 
a  week.  Or  maybe  a  tenant  wants  to  work  late.  Used  to  be  we  had  to  heat 
or  cool  the  whole  building  to  use  a  floor  after  hours.  But  now  we've 
programmed  the  JC/80  to  deliver  air  to  each  floor  individually.  And 
added  a  start-stop  program  to  save  steam.  And  a  demand-limiting  program 
to  cut  electric  bills.  It's  too  soon  to  give  you  hard  savings,  but  we  estimate 
$950  to  $1000  a  month.  I'll  have  to'revise  these  savings  upward,  because 
I've  heard  our  electric  rates  are  going  up  21.2%.  Anticipated  payback  for 
these  capital  modifications  is  less  than  two  years. 


James  Markin 
Building  Manager 
Benj.  Franklin  Plaza 
Portland,  Oregon 
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Do  you  have  a  service  agreement 
with  Johnson  Controls? 

We  do.  Johnson  Controls  is  capable  of  handling  all  or  any  part  of 
control  maintenance,  but  we  do  a  lot  ourselves,  because  the  computer 
frees  up  our  building  engineer.  Johnson  Controls  is  responsible 
for  maintaining  the  vital  legs  of  the  computer  system.  They 
have  the  experience,  the 
people,  and  the  tools  to  do 
this  job  best.  So  we  just 
leave  it  to  them. 


HNSON 
LS 

he  total  control  company 


Johnson  Controls  has  the  experience,  the  people,  and  the 
tools  to  design  and  install  a  total  building  automation  sys- 
tem for  your  building.  For  information  on  how  to  get  total 
control  through  automation,  fill  in  this  form  and  mail  to: 

Mr.  Ron  Caffrey,  Vice  President,  Marketing,  Ref.  G-139 
Johnson  Controls,  Inc.,  Box  423,  Milwaukee,  Wise.  53201 
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103  Btu/$ 

W.  Germany 

of  Shipments 

as  %  of 

Industrial  Sector 

U.S.            W.  Germany 

U.S. 

Food  

  11.9 

8.3 

70 

Paper  

  104.0 

38.6 

37 

Chemicals  

  71.8 

40.8 

57 

Petroleum  and  coal  products 

  112.0 

56.0 

50 

Stone,  clay,  glass,  and 

concrete  products  

  75.3 

54.8 

73 

Primary  metals  

  97.0 

77.6 

80 

Total  for  six  energy-intensive 

industries  

  61.2 

42.4 

69 

Other  manufacturing 

9.4 

7.1 

76 

Industry  total  

  34.8 

25.1 

72 

Source:  Federal  Energy  Administration.  Energy  Conservation  Paper  No.  33 

EXHIBIT  2 

kilowatt  for  escalation  to  the  operating 
dates.  The  estimated  cost  of  three  800 
megawatt  coal-fired  units  for  1976-78 
operation  was  $180  per  kilowatt  includ- 
ing $60  per  kilowatt  for  escalation.  The 
corresponding  costs  of  electricity  were 
0.8  and  1.1  cents  per  kilowatt-hour  for 
the  nuclear  and  coal-fired  plants 
respectively. 

In  1978,  the  average  cost  of  two 
nuclear  units  going  in  service  in  1988- 
90  was  estimated  to  be  $1,650  per 
kilowatt  including  $740  for  escalation. 
The  three-unit  coal  plant  for  1988-90 
service  was  estimated  to  cost  $1,270 
per  kilowatt  including  $630  for  escala- 
tion. The  corresponding  estimates  of  the 
electricity  costs  were  6.4  and  6.5  cents 
per  kilowatt-hour  for  the  nuclear  and 
coal  fired  units  respectively. 

The  increases  in  plant  costs  be- 
tween the  two  estimating  dates  are  due 
primarily  to  statutory  and  regulatory  re- 
quirements (about  78%)  and  to  a  lesser 
degree  to  inflation  (about  22%). 

Save  for  a  miracle,  it  does  not 
seem  likely  that  we  will  ever  return  to  an 
era  of  low-cost  energy.  From  now  on,  we 
will  be  paying  an  ever  increasing  fraction 
of  our  income  for  our  energy  needs  and, 
therefore,  at  a  fixed  rate  of  productivity, 
our  standard  of  living  will  be  going 
down.  Can  we  arrest  this  fraction  at 
some  new  plateau  without  turning  the 
clock  back  to  the  "good  old  days"  that  in 
actuality  were  terrible  for  most  people? 
No  one  can  give  a  sure  and  simple  an- 
swer to  this  question  because  no  such 
answer  has  been  found.  One  thing  is 
certain,  however.  No  amount  of  rhetoric 
can  talk  the  problem  out  of  existence. 
Instead,  long  term  but  nonetheless  prof- 
itable commitments  must  be  made  to 
increase  both  energy  supplies  and  ener- 
gy productivity.  The  path  is  long  and 
painful  but  less  so  than  any  other 
solution. 

SIM  POWER  AND  NUCLEAR 
POWER 

For  the  long  term,  extending  well 
into  the  next  century,  at  least  one  entire- 
ly new  major  energy  source  must  be 


developed.  By  then  all  forms  of  energy 
currently  in  use  will  be  inadequate.  Only 
three  possibilities  exist:  the  sun,  nuclear 
fusion,  and  nuclear  fission  with  breed- 
ing. Each  of  these  possibilities  has  its 
own  set  of  scientific,  technical,  econom- 
ic, safety  and  political  problems  and 
uncertainties.  As  a  result,  none  is  a  sure 
bet  at  the  present  time.  All  three  must 
be  researched  and  developed  concur- 
rently with  the  anticipation  that,  40  to 
50  years  from  now,  at  least  one  will 
become  the  winner. 

The  sun  is  a  universally  available 
and  inexhaustible  source  of  energy. 
Whether  in  the  form  of  insolation,  wind 
power,  or  temperature  difference  in 
oceans,  this  energy  is  free  for  captureand 
use  almost  every  day,  almost  every- 
where. The  technology  for  the  capture 
and  conversion  of  solar  energy  is  gener- 
ally known.  But  the  cost  of  most  of  this 
technology  is  presently  prohibitive.  The 
research  and  development  effort  in  the 
United  States  (about  $1  billion  per  year) 
and  abroad  is  directed  primarily  to  re- 
ducing costs.  Among  the  methods  under 
investigation  are  improving  the  operat- 
ing characteristics  of  devices  and  equip- 
ment, developing  mass  production  tech- 
niques, and  adapting  the  quality  of  the 
energy  required  by  end-uses  to  the  qual- 
ity of  insolation  so  as  to  avoid  the  need 
for  expensive  conversion  equipment.  So- 
lar energy  experts  are  optimistic  but  not 


certain  that  the  required  cost  reductions 
will  be  achieved. 

Nuclear  fusion  can  become  an  im- 
mense source  of  energy.  It  is  based  on 
fusing  together  nuclei  of  light  elements 
such  as  deuterium  (heavy  hydrogen)  at 
very  high  temperature,  about  100  mil- 
lion degrees.  It  is  the  same  process  as 
that  which  generates  the  energy  of  the 
sun.  Deuterium  is  contained  in  the 
oceans  and  can  be  extracted  at  reason- 
able cost.  Controlled  fusion  experiments 
have  been  carried  out  in  laboratories  in 
the  United  States,  the  Soviet  Union  and 
other  countries  during  the  past  three 
decades.  Intensive  research  continues. 
Presently  the  United  States  spends 
about  $0.5  billion  per  year.  Excellent 
progress  has  been  made  in  understand- 
ing the  scientific  aspects  of  the  process. 
A  few  years  from  now,  this  understand- 
ing may  be  sufficient  to  allow  systematic 
work  on  the  development  of  the  technol- 
ogy of  large-scale  fusion  reactors.  Many 
difficult  technical  and  economic  prob- 
lems must  then  be  resolved.  If  all  goes 
well,  fusion  reactors  will  become  an  im- 
portant energy  source  sometime  after 
the  first  quarter  of  the  next  century.  No 
one  can  say  for  sure  that  all  will  go  well. 

Nuclear  fission  can  become  a 
source  of  energy  for  several  thousand 
years.  In  its  present  state  of  develop- 
ment, nuclear  power  uses  as  fuel  a  ma- 
terial called  Uranium-235.  This  materi- 


Vast  reserves  of  oil  and  gas  lie  untapped  beneath  the 
world's  oceans.  C-E  is  helping  to  find  and  recover  them. 


Sixty  percent  or  more  of  the 
world's  undiscovered  oil  and 
gas  reserves  are  thought  to  be 
offshore.  C-E  Vetco  is  a  leader 
in  supplying  the  technology 
and  equipment  needed  to  tap 
these  vital  energy  sources. 

Vetco's  systems  for  drilling 
and  producing  subsea  oil  and 
gas  can  be  found  in  every  off- 
shore producing  area  of  the 
world.  In  fact,  two-thirds  of  the 
world's  floating  drill  rigs 
are  outfitted  with  C-E  Vetco 
equipment. 

A  Vetco  guidelineless 
remote  system  has  helped  drill 
wells  in  record  water  depths 
exceeding  4,000  feet.  This 
same  technology  also  enables 
drillships  to  operate  safely 
near  drifting  icebergs. 

From  the  North  Sea 
to  the  Gulf  off  Mexico. 


were  responsible  for  engi- 
neering and  construction  of  30 
of  the  38  modules  atop  the 
massive  central  and  southern 
oil  production  platforms. 

And  C-E's  Gray  Tool 
Company  has  furnished  well- 
head equipment  for  more  than 
half  of  the  platforms  now 
installed  or  scheduled  for  instal- 
lation in  the  North  Sea. 

In  the  Gulf  of  Mexico,  a 
1,900-ton  oil  and  gas  produc- 
tion facility  designed  and  built 
by  C-E  Natco  can  process 
30,000  barrels  of  oil  and  150 
million  cubic  feet  of  gas  per  day. 

Energy  is  our  business. 

For  more  than  65  years,  C-E 
has  been  supplying  systems, 
equipment,  technology  and 


research  to  help  produce  the 
world's  energy,  conserve  it, 
squeeze  more  uses  from  it, 
and  make  it  clean. 

For  more  information  about 
our  worldwide  activities,  write 
Combustion  Engineering,  Inc., 
Dept.  7004-92, 900  Long  Ridge 
Road,  Stamford,  Connecticut, 
USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


In  the  North  Sea's  Ninian  Field, 
GE  Lummus  and  C-E  Crest 
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al  is  only  a  small  part,  about  0.7%,  of 
natural  uranium.  The  remainder  is  an- 
other isotope  called  Uranium-238.  Un- 
less methods  are  developed  for  using  the 
abundant  Uranium-238,  the  cost  of  nu- 
clear power  will  become  unattractive 
some  decades  from  now.  Uranium-238 
(and  thorium)  can  be  transformed  into  a 
fissionable  fuel  in  a  so-called  breeder 
nuclear  reactor.  The  technology  of 
breeder  reactors  is  fairly  advanced  but 
not  completely  developed.  More  work  is 
required  before  breeders  can  be  com- 
mercialized. Nuclear  power  faces  seri- 
ous opposition,  especially  in  the  United 
States.  The  opposition  is  based  on  con- 
cerns about  proliferation  of  nuclear 
weapons,  the  safe  disposal  of  long-lived 
radioactive  wastes  and  the  conse- 
quences of  major  accidents  at  nuclear 
power  plants.  Though  it  had  no  effect  on 
human  lives,  the  Three  Mile  Island  inci- 
dent has  heightened  these  concerns. 
Proponents  argue  that  at  least  in  its 
present  form,  nuclear  power  is  the 
cheapest  and  environmentally  most  be- 
nign practical  source  of  electricity 
known  to  date.  They  base  this  assess- 
ment on  the  record  of  the  nuclear  indus- 
try over  the  past  two  decades.  They  are 
optimistic  but  not  certain  that  the  same 
will  be  true  for  breeder  reactors.  At  the 
present  time,  the  development  of  breed- 
ers in  the  United  States  has  been  post- 
poned indefinitely. 

COAL,  SHALE  OIL 
AMD  SYNFVELS 

During  the  transition  to  a  new  ma- 
jor energy  source,  principal  supplies 
that  can  substitute  for  oil  are  coal  (di- 
rectly or  in  the  form  of  synthetic  fuels), 
gas,  nuclear  energy  from  present  gen- 
eration reactors  (light  water  reactors),  oil 
from  shale  and  tar  sands,  solar  energy 
for  low  temperature  end-uses,  and  a 
number  of  other  resources  (i.e.,  geother- 
mal  energy).  Each  of  these  alternatives 
has  its  own  combination  of  technical, 
economic,  environmental  and  institu- 
tional issues— to  name  the  most  promi- 
nent—that can  and  must  be  resolved. 
The  list  of  issues  and  controversies  is  too 


long  to  analyze  here.  Three  points,  how- 
ever, need  stressing. 

(1)  Prices  of  all  forms  of  energy 
should  be  allowed  to  find  their  competi- 
tive levels  in  the  market.  It  is  counter- 
productive to  artificially  price  at  histori- 
cal cost  a  commodity  as  valuable  as 
energy.  For  this  discourages  the  adop- 
tion of  more  expensive  alternatives  such 
as  solar  energy,  as  well  as  energy-saving 
investments  such  as  better  insulated 
buildings.  Undoubtedly,  deregulation  of 
the  energy  sector  would  result  in  inequi- 
ties. It  is  preferable,  however,  to  address 
inequities  on  their  own  merits  and  de- 
merits rather  than  to  use  them  as  an 
excuse  for  not  adopting  an  effective  en- 
ergy-pricing policy. 

(2)  During  the  transition  to  a  new 
energy  supply,  none  of  the  al- 
ternatives can  by  itself  make  a  suffi- 
ciently large  contribution  so  as  to  over- 
shadow all  the  others.  All  are  essential. 
Foregoing  the  use  of  one  or  more  of  them 
makes  the  response  to  the  energy  prob- 
lem that  much  harder. 

(3)  The  resolution  of  the  issues 
and  controversies  surrounding  energy 
should  be  balanced.  For  instance,  it 
does  not  make  sense  to  be  exclusively 
concerned  with  one  issue,  such  as  nu- 
clear reactor  risks,  and  yet  be  indifferent 
about  many  related  issues,  such  as  the 
environmental  and  social  consequences 
of  burning  and  exhausting  hydrocarbons 
and  coal. 

UNLOCKING  THE 
HIDDEN  RESOURCES 

The  deployment  of  additional  en- 
ergy supplies  is  only  one-half  of  the  re- 
sponse to  the  need  to  limit  the  spiraling 
price  of  energy  to  a  reasonable  new  pla- 
teau. The  other  half  is  hidden  in  the 
demand  side  of  the  energy  equation.  Its 
importance  and  magnitude  are  not  as 
widely  recognized  as  they  deserve. 

For  each  task  in  the  economy,  re- 
sources should  be  allocated  so  as  to 
maximize  the  benefits.  For  example,  en- 
ergy and  other  inputs  should  be  used  in 
such  proportions  as  to  achieve  the  same 
products  and  services  at  the  lowest  cost. 


During  the  past  decade  of  ram- 
pant inflation,  all  prices  have  been  ris- 
ing. But  energy  prices  have  been  rising 
much  faster  than  those  of  labor,  capital 
goods,  and  materials.  Further  the  trend 
of  energy  prices  rising  faster  than  those 
of  everything  else  most  likely  will  contin- 
ue for  a  long  time  to  come.  Hence  the 
question:  "Is  it  possible  to  reoptimize 
energy  end-uses  so  as  to  satisfy  the 
same  societal  needs  at  equal  or  lower 
overall  cost  while  consuming  less  ener- 
gy?" Asked  differently:  "Is  it  possible  to 
achieve  cost-effective  energy  conserva- 
tion or  increased  energy  productivity?" 
If  the  answer  is  positive,  we  will  be  able 
both  to  reduce  the  impact  of  high  energy 
costs  and  control  future  energy-price 
rises.  For  low-cost  energy  produced  by 
increased  productivity  will  be  competing 
against  high  cost  energy  from  new  sup- 
plies and  against  arbitrary  price  in- 
creases by  oil  producers. 

Some  analysts  see  no  hope  in  re- 
ducing energy  demand.  They  argue  that 
energy  savings  can  come  primarily  from 
belt-tightening  measures.  But  lowering 
thermostats,  reducing  speed  limits,  ra- 
tioning fuels,  and  consuming  less  manu- 
factured goods  provide  only  temporary 
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EXHIBIT  3 


Industrial  process 


Were  selling  energy 
down  the  river. 


We're  working  up  and  down  the 
river.  Our  Pott  Industries  owns 
sne  of  the  nation 's  largest  inland 
shipbuilding  and  repair  operations. 
Building  towboats  and  barges 
o  deliver  coal  energy  and  other 
;ommodities  up  and  down  the 
Mississippi  and  throughout  one 
)f  the  country 's  largest  inland 
vaterway  transportation  systems, 
["hat  will  include  two  major  load- 
ng  and  storage  facilities  on 
he  banks  of  the  upper 
ind  lower  Mis- 
;issippi  River. 


We've  got 
:nergy  to  burn. 

£eigler  Coal  Company  has 
eserves  of  1.3  billion  recover- 
ible  tons  from  eight  operating 
nines  in  Illinois,  Kentucky  and 
lolorado. 


We're  going  places.  To  meet  the 
increased  level  of  worldwide  offshore 
drilling  efforts,  our  offshore  marine 
services  division  delivers  marine 
transportation  and  services  on  a 
worldwide  basis. 


iVe're  sending  energy  down  the  tubes.  HNG's  natural  gas  transmis- 
ion  subsidiaries  operate  pipelines  to  further  ensure  energy  delivery  to 
>ur  customers.  Even  in  extreme  shortages  caused  by  cold  weather 
ind  declining  supply,  storage  units  like  our  Bammel  Storage  Reser- 
oir  ensure  that  we'll  deliver. 


We're  industrious  as  well  as  energetic.  HNG  provides  industrial 
gases  through  Liquid  Carbonic  Corporation,  manufacturing  and  dis- 
tributing a  comprehensive  line  of  specialty  gases  for  highly  technical 
applications.  This  operation  includes  five  specialty  gas  laboratories. 


For  more  information  on  all  we're  doing,  write  our  Chairman,  Robert  R.  Herring,  P.O.  Box  1188.  Houston.  Texas  77001. 

We're  doing  a  lot  of  unexpected  things. 

HNG 


New 

natural  gas 
production 
is  coming 
ashore. 


Panhandle's  latest  move  connects 


our  transmission  systems  to  new  gas 
production  in  the  Gulf  of  Mexico,  40 
miles  off  the  coast  of  Louisiana,  further 


strengthening  flowing  gas  supply 
The  new  $60  million  pipeline 
facilities  constructed  this  spring  tap 
an  estimated  200  billion  cubic  feet  of 
reserves-the  largest  single  gas  reserve 
connection  in  recent  years. 

That's  good  news  for  stockholders 
and  for  our  utility  customers  who  serve 
markets  in  Michigan,  Ohio,  Indiana, 
Illinois  and  Missouri.  Pipeline  deliveries 
were  up  13  percent  in  the  first  half  of 
1979.  This  is  another  tangible  benefit 


p 


First  Half  Financial  Results 


1979 

1978 

enues 

$951  million 

.  $671  million 

Income 

$  85  million 

$  61  million 

lings  Per  Share 

$4.64 

$3.39 

i  Panhandle's  $1.2  billion  invest- 
t  thus  far  in  this  decade  to  explore, 
?lop  and  acquire  new  gas  supplies- 
gy  that  our  nation  must  have. 
In  fact,  this  vear  Panhandle's  capital 
iding  for  energy  will  be  the  largest 
.ir  50-year  historv-$500  million. 
With  capital  investment  this  year 
il  to  four  times  1978  net  income, 


Panhandle  Eastern  is  making  the  posi- 
tive moves  now  to  enhance  future  gas 
supply  and  earnings. 

Learn  more  about  Panhandle 
Eastern's  diversified  energy  activities 
in  natural  gas  transmission,  oil  and  gas 
exploration  and  production,  Contract 
drilling  and  coalmining  by  Writing  to 
Corporate  Communications,-  P.O.  Box 
1642,  Houston,  Texas  77001. 


Panhandle 
Eastern 


PIPE  LINE  COMPANY 


Keene. 


In  just  over  3  years,  our  return 
on  Stockholders9  Equity 
almost  doubled. 


Between  1975  and  1978,  return  on  stock- 
holders' equity  rose  from  7.8%  to  1 3.7%.  For  the 
first  half  of  1979,  it  rose  to  1 5.5%.  In  these  infla- 
tionary times,  that's  a  very  comforting  figure  to 
find. 

Helping  customers  save  energy 
helps  keep  Keene's  curves  growing. 

For  example,  some  of  our  industrial  and 
architectural  lighting  fixtures  save  as  much  as 
30-40%  on  electricity.  We  also  make  insulation 
that  enables  electric  motors  to  perform  more 


efficiently,  as  well  as  filtration  equipment  that 
lengthens  the  life  of  expensive  lubricating  oils. 
We're  even  involved  with  solar  energy.  There  are 
solar  mirrors  using  our  bearings,  and  other  proj- 
ects which  utilize  our  expertise  in  silicone.  For 
more  details  on  what  we  do  and  how  we  do  it, 
write  for  our  annual  and  quarterly  reports. 

KEENE 

CORPORATION 

200  Park  Avenue.New  York,  N.Y  1001  7 


relief  to  high  energy  bills.  Moreover,  if 
insisted  upon,  they  lead  eventually  to 
reduced  economic  activity,  unemploy- 
ment, and  low  living  standards.  Thus, 
the  belt-tightening  rationale  is  correct  in 
its  conclusions  but  faulty  in  its  prem- 
ises. For  true  energy  conservation  is  not 
a  matter  of  foregoing  the  benefits  of 
products  and  services  of  an  expanding 
economy,  but  one  of  consuming  energy 
according  to  its  relative  value. 

In  every  sector,  there  exist  large 
margins  for  reducing  energy  consump- 
tion without  strangling  the  economy. 
More  importantly,  if  we  do  not  take  ad- 
vantage of  these  margins  then,  in  fact, 
our  economic  well-being  and  national 
security  will  be  endangered.  Reoptimiz- 
ing  energy  end-uses  through  cost-effec- 
tive technology  will,  of  course,  require 
long-term  commitments  involving  re- 
structuring of  all  sectors  of  the  econo- 
my. This  restructuring  cannot  happen 
automatically  because  of  institutional 
barriers  and  economic  distortions  of  the 
free  market  system  introduced  by  past 
decisions.  But  these  barriers  and  distor- 
tions are  not  insurmountable.  They  are 
challenging  opportunities  for  vigorous 
and  productive  work. 
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Low-temperatuie.  direct-fired  process    EXHIBIT  4 


How  much  saved  energy  could  be 
produced  through  known  cost-effective 
technology?  No  one  knows  the  answer 
for  sure.  Nevertheless,  comparisons 
with  other  nations  and  results  of  many 
studies  suggest  an  average  of  about  1/3 
saved  over  a  period  of  one  decade. 

Germany  and  Sweden,  two  highly 
industrialized  nations,  have  always  ex- 
perienced energy  prices  markedly  higher 
than  the  United  States.  Partly  as  a  re- 
sult, these  two  countries  have  been  us- 
ing energy  more  productively.  For  exam- 
ple, labor  manhours  per  unit  of  energy 
have  been  higher  than  in  the  U.S.  (Ex- 
hibit 1).  Again,  for  specific  industries 
energy  use  per  dollar  of  shipments  in 
West  Germany  is  lower  than  in  the  U.S. 
(Exhibit  2).  To  be  sure,  more  than  ener- 
gy price  affects  the  pattern  of  energy 
consumption  in  a  particular  country. 
The  comparisons,  however,  indicate  that 
cost-effective  technology  for  increased 
energy  productivity  exists,  that  it  has 
been  tried,  and  that  it  works. 

ENERGY-EFFICIENT 
TECHNOLOGIES 

Manufacturing  accounts  for  about 
40%  of  energy  consumption  in  the  U.S. 
In  1977,  a  study  by  Thermo-Electron 
Corporation  estimated  that  approximate- 
ly 25%— the  equivalent  of  4.5  million 
barrels  of  oil  per  day— of  projected 
1985  energy  usage  in  U.S.  manufactur- 
ing could  be  saved  through  conservation 
measures  whose  capital  and  total  costs 
would  be  equal  to  or  less  than  those 
needed  to  obtain  comparable  amounts 
of  new  energy  supply. 

One-fourth  of  the  energy  savings 
could  be  achieved  by  the  generation  of 
electricity  in  combination  with  the  rais- 
ing of  process  steam,  with  direct-fired, 
high  temperature  furnaces,  or  with  di- 
rect-fired, low  temperature  applications. 

Another  one-fourth  of  the  saving 
could  be  obtained  through  energy  recy- 
cling and  waste-heat  recovery  by  econo- 
mizers, regenerators,  recuperators  and 
waste-heat  boilers,  all  well  known  tech- 
niques for  capturing  rejected  energy  and 
putting  it  to  work. 


One-tenth  of  the  energy  savings 
could  be  achieved  through  increased  ef- 
ficiency of  electric  motors,  electrolytic 
processes,  and  lighting.  The  remainder, 
about  40%,  would  result  from  measures 
peculiar  to  each  manufacturing  process. 

Because  of  wide  differences  in  the 
efficiency  of  current  practices,  particu- 
lar industries  deviate  substantially  from 
the  average  25%  energy  saving.  In  addi- 
tion, industries  will  differ  from  each  oth- 
er in  the  mix  of  energy-saving  opportuni- 
ties with  regard  to  fuel  type,  that  is  the 
fractions  of  savings  that  can  be  achieved 
in  coal,  oil,  gas  and  electricity. 

U.S.  industry  has  been  working  at 
improving  its  energy  productivity.  Re- 
sponding to  the  rapid  escalation  of  ener- 
gy prices,  it  has  reduced  dramatically 
the  energy  consumed  per  unit  of  output. 
Expressed  in  terms  of  energy  per  con- 
stant-value dollar,  energy  usage  was  cut 
from  59,000  British  thermal  units  per 
dollar  in  1973  to  46,000  British  ther- 
mal units  per  dollar  in  1978,  a  drop  of 
22%.  Stated  differently,  from  1973  to 
1978,  real  production  of  goods  and  ser- 
vices increased  by  12%,  but  energy  con- 
sumption decreased  by  10%. 

By    conserving    costly  energy 
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High-temperature,  direct-tired  process  EXHIBIT  5 


through  increased  efficiency,  industry  is 
making  a  major  contribution  to  the  U.S. 
economy.  The  savings  in  1978  alone 
were  $20  billion,  or  about  $270  per 
household,  which  would  have  to  be 
passed  to  the  consumer  if  industry  con- 
tinued to  operate  at  the  1973 
efficiency. 

Most  of  this  energy  saving  has 
been  achieved  by  costless  good  house- 
keeping, such  as  turning  lights  off  in 
unused  areas,  closing  windows  in  the 
winter,  and  not  having  air-conditioners 
and  electric  space  heaters  on  simulta- 
neously in  the  summer.  The  balance, 
however,  has  been  achieved  by  invest- 
ments in  energy-efficiency  with  hand- 
some payback,  mostly  in  less  than  a 
year. 

COGENERATION 

Investments  in  energy  productiv- 
ity are  not  being  implemented  as  fast  as 
present  circumstances  warrant.  The  op- 
portunity and  factors  that  inhibit  its  im- 


plementation can  be  illustrated  by  con- 
sidering the  technology  of  cogeneration. 

Cogeneration  is  the  term  used  to 
describe  the  combined  generation  of 
electricity  or  motive  power  and  process 
steam  or  heat.  It  can  be  practiced  to 
supply  the  electricity  and  heat  needs  of 
either  a  community  or  a  manufacturing 
plant,  or  both.  Usually  these  two  needs 
are  satisfied  from  different  units,  each 
generating  one  of  the  two  forms  of 
energy. 

Cogeneration  has  been  used  suc- 
cessfully in  many  countries.  The  Gulf 
States  Utilities  Company  is  a  nonregu- 
lated  business  in  Louisiana.  It  supplies 
cogenerated  electricity  and  process 
steam  to  an  Exxon  refinery  and  to  the 
Ethyl  Corporation.  The  Dow  Chemical 
Company  produces  75%  of  its  electricity 
needs  by  cogeneration.  It  also  expects  to 
purchase  process  heat  from  a  nuclear 
power  plant  in  Midland.  Many  German 
manufacturers  cogenerate  electricity  in 
excess  of  their  needs.  They  sell  this 
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excess  to  utilities.  About  8%  of  the  elec- 
tricity distributed  by  German  utilities  is 
purchased  from  industrial  cogenerators. 
Denmark  cogenerates  electricity  and 
heat  for  use  in  district  heating  networks. 

In  manufacturing  plants,  electric- 
ity or  motive  power  can  be  generated 
with  low-pressure  process  steam,  low- 
temperature  process  heat,  or  high-tem- 
perature process  heat.  That  each  type  of 
cogeneration  saves  fuel  can  be  easily 
seen  in  the  production  of  process  steam 
from  the  waste  heat  of  the  electricity 
plant,  or  the  electricity  as  produced 
from  the  waste  heat  of  a  high  tempera- 
ture industrial  heating  process. 

Cogeneration  also  saves  capital 
because  its  incremental  investment  is 
less  than  the  investment  that  would 
have  been  made  in  expensive  new  fuel 
supplies  if  energy  were  not  conserved. 

By  the  end  of  the  next  decade, 
cost-effective  cogeneration  in  U.S.  man- 
ufacturing could  save  the  equivalent  of 
up  to  a  million  barrels  of  oil  per  day,  at  a 


Wav  back  in  the  1920s 


® 


made  high  efficiency  electric  motors 
that  required  "minimum  energy!9 

We  still  do. 


Baldor  is  no  Johnny-come-lately  to  the 
now-popular  subject  of  energy  conservation. 

A  1924  catalog  page  shows  Baldor's  concern 
about  manufacturing  electric  motors  that 
would  deliver  maximum  output  while 
using  minimum  energy. 

Baldor's  approach  to  making  motors  is 
still  the  same— except  for  one  important 
factor:  Today  Baldor  motors  are 
competitively  priced  and  don't  "cost 
more  money!' 

If  you'd  like  the  facts  showing  how 
Baldor  outperforms  most  other  motors, 
have  your  secretary  write  for  Catalog 
500  and  Performance  Data  Section  / 
503  giving  complete  information 
on  amperes,  torque,  power  factor 
and  efficiency  of  every  Baldor  stock 
motor.  Baldor  Electric  Company, 
Fort  Smith,  Arkansas.  72902. 
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-       "**or  J         KIM  lh  "»"Ky 


(Reproduced  from 
1924  Baldor  catalog  ) 


can  you  select  them  yourself? 

Long  before  the  conservation  and  develop- 
ment of  energy  became  recognized  as  one  of 
the  nation's  top  priorities,  Energy  Fund  was 
investing  in  the  field  that  inspired  its  name. 
Consider  the  practicality  of  using  experienced, 
professional  management  in  the  complex  en- 
ergy area.  Energy  Fund  has  been  investing  in 
energy-related  stxks  for  over  23  years  Send 
for  free  prospectus  and  latest  financial  report. 

NO  LOAD 

No  sales  commission 
No  redemption  tees 


NEUBERGER  &  BERMAN  MANAGEMENT 

522  Fifth  Ave  .  New  York.  N  Y  10036 
Dept  ME  109 

Save  time!  Call  toll  tree  day  or  night,  oper.  41 

800-323-1717 

Illinois:  phone  toll  free  800-942-8881 

A  prospectus  containing  more  complete 
information  about  Energy  Fund,  including  all 

charges  and  expenses,  will  be  sent  upon 
request  Read  it  carefully  before  you  invest 
Send  no  money 


America's 

first 

synthetic 
fuel  plant 


The  search  for  energy  independence  led 
to  the  coal  fields  of  North  Dakota 


Synthetic  fuel  is  the  only  real  limit  to  the 
cost  of  imported  oil.  Fortunately,  America 
has  vast  coal  reserves  and  the  technology 
to  develop  gas,  oil  or  even  gasohol  from 
coal. 

The  rare  combination  of  easily  reachable 
coal  and  water,  and  a  willing  work  force 
made  North  Dakota  the  logical  place  to 
begin  the  search  for  self  sufficiency 
through  synthetic  gas  and  oil.  America's 
first  commercial  synthetic  fuel  plant  is  a 
short  step  away  from  groundbreaking 
ceremonies  in  Mercer  County,  North 
Dakota. 

The  Nokota  Company,  active  in  synfuels 
since  1  971 ,  is  directly  involved  in  more 
than  one  third  of  the  lignite  coal  estimated 
to  be  economically  recoverable  in  North 
Dakota,  including  the  coal  reserves 
dedicated  to  America's  first  commercial 
synthetic  fuel  plant 


Synthetic  fuel  is  already  a  familiar  phrase 
to  most  North  Dakotans.  If  you'd  like 
more  information,  contact  Mr.  Galen 
Andersen,  President. 


4Sh  the  nokota 

M7  company 

A  North  Dakota  Corporation  Concerned  with  North  Dakota 
Energy  Resources 
Box  1633  •  316  N.  5th  St.,  Bismarck,  ND  58501  •  (701 )  223-6188 


ENERGY: 
EVERYBODYS 
BUSINESS 


capital  cost  of  about  $25  billion  less 
than  what  would  be  incurred  without 
cogeneration.  The  achievement  of  this 
cost-effective  energy  saving,  however,  is 
inhibited  by  several  constraints;  techni- 
cal, economic,  environmental,  regula- 
tory and  institutional.  The  degree  to 
which  cogeneration  will  be  implemented 
depends  on  policies  that  will  be  adopted 
to  address  some  or  all  of  these 
constraints. 

STEAM-RAISING 

The  raising  of  process  steam  ac- 
counts for  about  40  percent  of  industrial 
energy  consumption.  In  many  applica- 
tions, process  steam  is  used  at  relatively 
low  pressure  and  temperature;  typically 
50  to  150  pounds  per  square  inch  and 
300  to  350  F.  The  normal  method  of 
raising  process  steam  in  fuel-fired  boil- 
ers is  inefficient  because  the  steam  pro- 
duced is  at  a  relatively  low  temperature, 
although  the  heat  from  the  combustion 
of  the  fuel  is  at  a  much  higher 
temperature. 

The  use  of  cogeneration  can  im- 
prove the  efficiency.  Exhibit  3  illustrates 
how  cogeneration  is  effected  by  a  high- 
pressure  boiler  and  a  back-pressure 
steam  turbogenerator.  The  combined 
process  produces  8500  lbs.  of  low-pres- 
sure process  steam  and  500  kilowatt- 
hours  of  electricity  by  consuming  the 
equivalent  of  2.25  barrels  of  oil.  If  the 


same  steam  and  electricity  were  gener- 
ated in  a  low-pressure  steam  boiler  and 
an  electricity  plant  respectively,  they 
would  have  consumed  the  equivalent  of 
2.75  barrels  of  oil.  In  the  separate  pro- 
cesses, the  two  tasks  consume  0.5  bar- 
rels of  oil  more  than  in  the  combined 
process.  Alternatively,  the  600  kilowatt- 
hours  of  electricity  is  obtained  for  an 
incremental  fuel  consumption  of  only 
about  0.5  barrels,  instead  of  the  full 
barrel  that  is  consumed  by  a  modern 
central-station  power  plant. 

Considerable  latitude  exists  for 
varying  the  ratio  of  electricity  to  steam. 
Steam  turbogenerators  normally  yield 
about  50  to  70  kilowatt-hours  for  each 
million  British  thermal  units  going  to 
process  steam.  With  diesel  turbogenera- 
tors, electricity  production  rises  to  as 
much  as  400  kilowatt-hours  for  each 
million  British  thermal  units  going  to 
process  steam.  Incremental  fuel  con- 
sumption is  about  2/3  of  that  of  a  cen- 
tral power  station.  With  gas  turbines  and 
waste-heat  boilers,  electricity  produc- 
tion is  about  200  kilowatt-hours  per  mil- 
lion British  thermal  units  going  to  pro- 
cess steam,  and  incremental  fuel 
consumption  is  about  6/10  of  that  of  a 
central  power  station. 

For  the  next  decade,  the  total  po- 
tential for  cogeneration  of  electricity  and 
process  steam  is  estimated  to  be  about 
1.2  x  1012  kilowatt-hours  per  year,  or 


about  200,000  megawatts  for  6000 
hours  per  year.  Because  of  technical  and 
economic  constraints,  only  up  to  one- 
third  of  this  potential  is  feasible,  corre- 
sponding to  an  addition  to  50,000 
megawatts  (11,000  megawatts  is  al- 
ready installed  in  various  industries)  and 
to  a  fuel  saving  equivalent  to  about  0.7 
million  barrels  of  oil  per  day. 

LOW-TEMPERATURE 
PROCESSES 

Low  temperature  heating  pro- 
cesses, such  a  baking,  drying,  and  cur- 
ing, incur  large  inefficiencies  because 
high-quality  fuel  is  used  to  accomplish  a 
task  that  requires  only  a  low-grade  ener- 
gy supply.  When  the  temperature  re- 
quirement is  very  low,  say  200  to  300  F, 
diesel  or  steam-turbine  engines  can  be 
used  to  cogenerate  electricity,  as  in 
steam  raising.  Exhibit  4  illustrates  the 
use  of  the  so-called  topping  engine  in 
the  combined  process,  and  the  fuel  sav- 
ing in  comparison  to  the  separate 
processes. 

By  the  end  of  the  next  decade,  the 
theoretical  potential  for  electricity  pro- 
duced by  using  diesel  engines  in  low- 
temperature  processes  is  about 
250,000  megawatts.  Since  many  low- 
temperature  processes  are  relatively 
small  in  scale  and  subject  to  intermit- 
tent operation,  only  about  17,000 
megawatts  for  7000  hours  per  year  of 
this  cogeneration  will  be  achieved, 
mostly  with  diesel  engines  and  to  a  less- 
er extent  with  gas  turbines. 

HIGH-TEMPERATURE 
PROCESSES 

Many  of  the  heating  processes  re- 
quired for  the  manufacture  of  metals, 
ceramics,  glass,  and  cement  are  carried 
out  in  furnaces  at  high  temperatures, 
sometimes  in  excess  of  2000  F.  Large 
inefficiencies  occur  because  high  qual- 
ity energy  is  lost  in  the  exhaust  gases 
and  materials  leaving  the  furnace.  One 
method  of  reducing  inefficiency  is  ef- 
fected by  cogeneration  of  electricity 
from  the  exhaust  gases.  Exhibit  5  illus- 


Energy  Savings  &  Capital  Costs  of  Cogeneration  In  U.S.  Manufacturing  Compared  With  Investments  In 
Equivalent  New  Energy  Supplies  To  Satisfy  The  Same  Energy  Needs  as  With  Cogeneration 

Energy  savings 
Capital  cost 

(in  millions  of  barrels  Conservation     Energy  supply 

of  oil  per  day)  (in  billions        (in  billions 

Energy  savings  technology  Fuel  Electricity        of  dollars)        of  dollars) 


Cogeneration  of  electricity  with: 


Process  Steam 

0.68 

0.54 

54 

70 

Low-temperature 

processes 

0.18 

0.18 

18.5 

24 

High-temperature 

processes 

0.16 

0.054 

3.5 

7 

Total 

1.02 

0.78 

$76.00 

$101.00 

Source:  Thermo  Electron  Corporation,  Waltham,  Mass. 


Amcord  Reports 


AMCORD'S 
COAL  POWER 


94  Percent 


Energy  is  the  name  of  the 
game  in  the  cement  industry, 
where  giant  kilns  consume 
enormous  amounts  of  fuel  to 
make  cement. 

Frankly,  heavy  dependency 
on  energy  could  be  bad 
news  to  some.  But  not  to  us 
at  Amcord.  No  long  gas  lines 
for  us. 

A  few  years  ago,  before 
the  1973  energy  crunch,  we 
made  a  hard-and-fast,  lonely 
decision  to  become  self- 
sufficient  for  our  fuel  needs 
by  1980.  And  to  avoid  out- 
right dependency  upon  oil 
or  natural  gas  to  fire  our 
cement  kilns. 

So  we  became  the  first  in  our 
industry  to  make  an  all-out 
commitment  to  coal.  Which, 
incidentally,  burns  "clean"  in 
the  cement  manufacturing 
process. 

We  acquired  substantial  coal 
properties  in  New  Mexico 
and  Pennsylvania,  up-graded 
and  expanded  them,  and  are 
now  supplying  the  majority 
of  the  total  fuel  requirements 
of  our  five  modern  cement 
plants  in  California,  Arizona, 
Michigan  and  Pennsylvania. 

With  our  own  coal. 


Coal  as  source  of  fuel 
for  Amcord  Cement  Plants 


We're  as  concerned  as  any- 
one over  the  current  energy 
crisis  and  the  continuing 
lack  of  a  coherent,  realistic 
national  energy  policy. 

But  if  you've  followed  the 
Amcord  energy  game  plan 
over  the  past  few  years,  you 
can't  say  we  didn't  warn  you 

Energy  self-sufficiency 
should  be  our  nation's 
Number  One  priority.  And  it 
seems  to  us  that  if  a  lot  of 
other  companies  followed 
Amcord's  example,  there 
would  be  sufficient  energy 
for  our  homes  and  for 
American  industry,  as  well. 


1973 


1979 


One  of  America's  Leading  Amcord,  Inc.,  J 
Cement  Producers  Newport  Beach,  California  jj 

92660  m 

Listed  NYSE,  PSE:  M#  AMCORD 
Symbol  AAC 
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trates  the  use  of  so-called  bottoming 
engines  in  the  combined  process,  and 
the  fuel  saving  in  comparison  to  the 
separate  processes.  Perhaps,  about 
5,000  megawatts  for  7,000  hours  per 
year   will    be   cogenerated    in  such 


applications.- 

Estimates  of  the  energy  and  cap- 
ital savings  that  could  be  effected  by 
cogeneration  in  U.S.  manufacturing 
over  the  next  ten  years  are  listed  in 
Exhibit  6. 


The  capital  investment  estimates 
are  based  on  the  following  assumption: 
(a)  new  fossil  fuel  supply  from  source  to 
consumer:  coal,  $4,500  per  barrel  of  oil 
equivalent  per  day,  and  oil,  $16,000 
per  barrel  per  day;  (b)  new  power  plants 
(40%  coal  and  60%  nuclear)  including 
fuel  supply  and  distribution:  $1,400  per 
kilowatt;  (c)  units  for  cogeneration  with 
process  steam:  $850  per  kilowatt  plus 
cost  of  fuel  supply;  (d)  units  for  cogener- 
ation with  low-temperature  processes 
(mostly  diesels):  $700  per  kilowatt  plus 
cost  of  fuel  supply;  and  (e)  units  for 
cogeneration  with  high-temperature  pro- 
cesses: $700  per  kilowatt  but  no  cost 
for  fuel  supply. 

SOME  CONSTRAINTS 

•  Cogeneration  may  not  be  tech- 
nically feasible  for  some  manufacturers 
because  the  amounts  of  electricity  and 
process  heat  needed  are  not  in  the  right 
proportion,  or  because  the  two  forms  of 
energy  are  not  required  at  the  same  peri- 
ods of  time. 

•  Cogeneration  may  not  be  eco- 
nomically attractive  to  some  manufac- 
turers because  the  price  of  electricity 
sold  by  the  local  utility  is  relatively  iow 
(due  to  historical  pricing  policies  and 
subsidies  of  the  electrical  sector)  where- 
as the  price  of  fuels  in  the  location  is 
closer  to  replacement  cost. 

•  Cogeneration  may  not  be  envi- 
ronmentally possible  for  some  manufac- 
turers because  of  regulations  which 
classify  certain  air  pollution  districts  as 
nondegradation  or  nonattainment  areas. 

Unquestionably,  these  constraints 
and  uncertainties  represent  the  reality  of 
the  marketplace  and  adversely  influence 
decisions  about  investments  in  energy 
productivity.  There  are,  however,  some 
mitigating  factors  that  should  also  be 
taken  into  account. 

•  Granted,  the  average  price  of 
energy  is  well  below  the  still  rising  re- 
placement cost  of  energy  supplies.  This 
condition,  however,  is  likely  to  be  only 
transitory.  Recognition  of  this  likelihood 
may  reduce  the  cost  of  transition  for 
some  companies. 

•  The  rate  of  return  on  invest- 
ment required  by  energy-using  indus- 
tries is  higher  than  that  granted  to  regu- 
lated utilities  for  comparable-risk  new 
power  plants.  Some  companies  may  use 
this  difference  to  attract  new  special- 
purpose  capital  from  investors. 

•  Most  companies  set  the  expect- 


The  glamour 
energy  fuel 
has  helped 
make  KCSI 
a  glamour 
stock. 


By  the  end  of  the  year  our 
subsidiary  company,  Kansas 
City  Southern  Lines,  will  have 
moved  more  than  10  million  tons 
of  western  coal  to  strategic  energy 
spots  in  Middle  America.  And 
there  is  more  to  come. 


This  development  in  national  energy  needs,  combined 
with  impressive  performance  by  our  industrial,  data 
processing,  real  estate,  insurance,  broadcasting,  and 
manufacturing  subsidiaries,  has  enabled  us  to  achieve 
impressive  results.  In  1978,  for  example: 

Sales  and  revenues  increased  19.4%. 
Net  income  increased  57.9%. 
Common  dividend  rate  increased  35%. 
Our  common  stock  split  3  for  1. 

At  Kansas  City  Southern  Industries,  by  helping  our 
country  meet  its  energy  needs,  we  are  helping  our 
shareholders  meet  their  investment  needs. 

Write  for  our  1978  annual  report.  Kansas  City 

Southern  Industries,  Inc., 
114  West  11th  Street, 
Kansas  City, 
Missouri  64105. 


Kansas  City  Southern  Industries,  Inc. 


Nature  made  it  perfect. 

We  made  it 
profitable. 


Nature  made  it  perfect.  And 

that's  not  an  exaggeration. 
Louisiana  is  endowed  with  the 
kind  of  natural  advantages 
that  help  industries  to  thrive. 

Enough  natural  gas  to 
provide  one-third  of  the  na- 
tion's supply.  Electricity  for 
today  and  for  tomorrow.  And 
kilowatt  hours  that  cost  25  percent  less  than  in  10  other  southern  states. 

Nature  also  gave  Louisiana  a  transportation  system  called  the  Mississippi 
River.  It  serves  65  percent  of  the  U.S.  population  and  a  multitude  of  interna- 
tional markets. 

Louisiana's  mild,  semi-tropical  year-round  climate  helps  keep  construc- 
tion costs  down  and  worker  attendance  up. 

And  Louisiana's  unspoiled  beauty,  ranging  from  piney  woods  to 
primeval  bayous,  offer  the  outdoor  sportsman  incomparable  fishing,  hunting, 
boating,  skiing,  sailing  and  swimming. 

We  made  it  profitable.  In  1978,  Louisiana  led  the  nation  in  manufacturing 
expansions. 

Louisiana  has  more  than  300,000  skilled,  semi-skilled  and  trainable 
workers  available  for  employment.  Once  you  make  the  decision  to  locate  or 
expand  your  plant  here,  we'll  start  shaping  a  labor  force  for  you.  We'll  do  the 
recruiting,  advertising,  screening,  testing,  interviewing.  And,  of  course, 
training.  Pre-job  training  custom-tailored  to  your  specifications.  All  you  do  is 
the  hiring. 

In  Louisiana,  we  offer  such  right-to-profit  legislation  as  low-cost  financ- 
ing, a  program  of  exemptions  from  local  property  taxes  on  new  and  expanded 
manufacturing  plants  and  equipment  for  10  years  and  a  strong  right-to-work 
law. 

Corporate  franchise  and  income  taxes  make  up  only  nine  percent  of  the 
state's  local  tax  revenues.  Louisiana  has  one  of  the  lowest  personal  tax  loads 
in  the  nation,  too.  and  there's  no  state  property  tax. 

Louisiana  has  it  all.  And  that's  why  Louisiana  works.  Make  Louisiana 
work  for  you . 

LOUISIANA 

WORKS 


For  free  information  complete  and 
return  coupon  to: 

Andrew  Flores.  Executive  Director 
Louisiana  Office 

of  Commerce  &  Industry 
P.  O.  Box  44185. 
Capitol  Station.  Dept  17 
Baton  Rouse,  La.  70804 
504/342-5361 
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ENERGY: 
EVERYBODY  S 
BUSINESS 


ed  rate  of  return  from  energy-saving  in- 
vestments at  a  level  about  twice  as  high 
as  that  for  mainstream  business  invest- 
ments. As  a  result,  capital  spending  is 
concentrated  on  the  latter  while  higher 
energy  costs  are  passed  on  to  consum- 
ers. Revision  of  that  priority  may  repre- 
sent a  chance  to  increase  market  share 
for  some  companies. 

•  Federal,  state  and  local  regula- 
tions restrict  the  generation  of  electricity 
by  many  manufacturers.  But  these  regu- 
lations are  in  the  process  of  being  re- 
vised, and  appropriate  presentations  to 
authorities  could  result  in  advantages 
for  some  manufacturers. 

LONG-TERM 
ENERGY  PRODUCTIVITY 

The  estimated  increases  of  energy 
productivity  are  only  a  fraction  of  the 
existing  potential.  Assessment  of  this 
potential  requires  a  reliable  and  practi- 
cal yardstick  that  can  be  used  for  all 
fuels  and  all  processes. 

The  laws  of  physics  and  thermody- 
namics give  an  absolute  measure  of  effi- 
ciency of  any  process  that  transforms  a 
material  from  one  form  to  another.  This 
measure  accounts  not  only  for  the 
amount  of  energy  required  and  con- 
sumed in  the  process  but  also  for  the 
qualities  of  those  energies*.  Quality  is 
an  important  characteristic  because  an 
amount  of  energy  at  a  high  temperature 
is  more  useful  and  more  valuable  than 
an  equal  amount  at  a  low  temperature. 
Its  value  can  be  calculated  by  physicists 
and  engineers.  For  example,  the  quality 
of  natural  gas  is  1.0  but  that  of  hot 
gases  at  1000  F  is  about  0.4.  Again,  the 
quality  of  energy  required  to  heat  metal 
parts  to  1500  F  is  about  0.5,  but  that 
for  raising  steam  for  central  heating  is 

only  0.2. 

Based  on  this  scientific  measure, 

the  average  energy  end-use  efficiency  in 
the  United  States,  as  well  as  other  in- 
dustrialized societies,  is  about  10%. 
Some  typical  efficiencies  of  specific 
end-uses  are  listed  in  Exhibit  7. 

It  is  clear  that  the  potential  mar- 
gin for  improvement  is  enormous.  Of 
course,  energy  end-use  efficiency  will 
never  approach  100%  for  real  processes 
and  devices,  even  in  the  remote  future. 
But  the  present  low  values  of  efficien- 

*One  way  to  describe  the  measure  is  to  use  a  formula  in 
which  efficiency  equals  the  ratio: 

(quality  of  required  energy)  x  (required  energy) 

(quality  of  consumed  energy)  x  (consumed  energy) 


Some  oil  people  think 
a  good  investment  banker 
needs  an  eastern  accent. 

And  some  don't: 
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Bateman  Eiehler,  Hill  Richards 
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Tomlinson  Oil  Co., Inc. 
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Bateman  Eiehler,  Hill  Richards 


OIL  COHPOtWION 
8.50%  Converbble  Subordin.tecl  Debenture*  Due  1992 


Bateman  Eiehler.  Hill  Richards 


$12,000,000 

MGF  Oil  Corporation 

10l/2%  Convertible  Subordinated  Debentures 
due  November  I,  1998 

Price  100% 
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$3,000,000 
AMAREX,  INC. 

Secured  Note  with  Warrants 
Due  On  or  Before  1983 


Bateman  Eiehler,  Hill  Richards 


Sometimes  the  most 
mportant  thing  about  cor- 
Dorate  financing  is  how  im- 
Dortant  you  are  to  your 
nvestment  banker. 

So  if  the  size  of  your  capital 
requirements  could  make  you  just 
Dne  of  the  crowd  on  Wall  Street,  why  not  turn 
in  another  direction? 
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16.464  Shares 

Belridge  Oil  Company 
Common  Stork 


Bateman  Eiehler.  Hill  Richards 


275,000  Shares 


1  I 

Tom  Brown,  Inc. 

Common  Stock 

($.10  P.rV.lue) 
Price  $8.25  Per  Share 

Bateman  Eiehler.  Hill  Rchards 


Look  to  the  expertise  of  the 
Bateman  Eiehler,  Hill  Richards 
Corporate  Finance  Department. 
We  can  field  one  of  the  larg- 
est and  most  experienced  cor- 
porate finance  teams  in  the  West. 
And  our  natural  Resources 
Group  talks  your  language. 
Most  important-you're  important  to  us. 


Write  or  phone:  Frank  L.  Bryant,  Executive  Managing  Director 
James  V.  Pollock.  Director,  Natural  Resources  Group,  Corporate  Finance  Department 
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cies  emphasize  the  enormous  opportuni- 
ty for  energy  savings  and  the  fact  that  no 
fundamental  scientific  barriers  exist  to 
prevent  substantial  improvements. 
Even  a  modest  change,  from  10%  av- 
erage efficiency  to  about  11%  for  the 
United  States,  today  represents  the 
equivalent  of  4  million  barrels  of  oil 
per  day,  almost  the  amount  consumed 
by  all  U.S.  automobiles.  A  doubling  of 
the  U  S.  efficiency  would  provide  the 
equivalent  of  2/3  of  today's  OPEC  pro- 
duction forever. 

To  achieve  large  and  practical  in- 
creases in  energy  end-use  efficiency  re- 
quires a  long-term  commitment  in  re- 
search and  development  of  entirely  new, 
cost-effective  processes  for  every  energy 
consuming  sector  of  the  economy.  Resi- 
dential and  commercial  activities,  tran- 
sportation systems,  and  industrial  pro- 
cesses all  have  inefficiencies  and  all  are 
subject  to  sizeable  improvements  in  en- 
ergy productivity.  Such  a  commitment 
holds  the  promise  of  yielding  energy 


comparable  to  that  of  a  major  new  ener- 
gy supply  indefinitely.  It  should  there- 
fore be  given  equal  priority. 

A  cost-effective  doubling  of  the 
average  energy  end-use  efficiency  over  a 
period  of  several  decades  is  not  all  that 
remarkable  or  unprecedented.  For  ex- 
ample, it  has  been  accomplished  over  a 
comparable  number  of  decades  in  im- 


Typical  AverageThermodynamic  Efficiencies  of  Various 
Processes.  The  Thermodynamic  Efficiency  Accounts 
for  the  Quantity  and  the  Quality  of  Both  The 
Energy  Required  and  the  Energy  Consumed 
in  an  End-Use. 


Residential  and  commercial: 

—space  heating  6% 

—water  heating  3% 

Air  conditioning  and  refrigeration  5% 

Automobile  propulsion  10% 

Steel  making  21% 

Petroleum  refining  10% 

Current  manufacturing  10% 

Paper  production  less  than  1% 

Average  of  industrial  society  10% 

FXHIBIT  7 


proving  the  efficiency  of  electric  power 
plants.  This  accomplishment,  of  course, 
was  the  result  of  enormous  and  continu- 
ing commitments  of  technological  re- 
sources— the  same  prescription  sug- 
gested here  for  all  energy-consuming 
tasks. 

Perhaps  searching  for  the  scape- 
goat is  popular.  It  provides  familiar  ma- 
terial for  animated  discussions.  But  it 
can  neither  compete  with  OPEC  price- 
fixing  nor  shorten  lines  at  the  gas  pump. 
Facilitating  investments  in  additional 
energy  supplies  and  energy  productivity 
is  not  popular.  It  requires  unfamiliar 
approaches  to  all  aspects  of  the  energy 
business.  But  it  can  gradually  arrest  the 
price  spiral  and  secure  our  energy 
needs.  It  calls  for  concerted  participa- 
tion by  all:  leadership  by  the  Administra- 
tion and  Congress,  responsiveness  by 
energy  users  of  all  sectors,  and  realism 
by  the  citizenry. 


oxy  Occidental  Petroleum  Corporation 


10889  Wilshire  Boulevard,  Los  Angeles,  California  90024 


e  pessimism  about  auto  stocks  is  so  wide- 
'eacl  that  you  have  to  wonder  whether  their 
ospects  can  possibly  be  all  that  bad. 


A  consensus 
too  broad? 


ert  A.  Williams  of  Argus  Research 
).  has  been  following  auto  stocks  for 
decades  now,  long  enough  to  have 
led  how  the  cyclical  twists  and  turns 
re  industry  can  make  hash  of  the 
t  painstaking  earnings  estimates.  "I 
mger  feel  omniscient,"  he  says, 
ore  than  anything  else,  Williams 
edgy.  Like  most  of  his  colleagues, 
tiinks  that  now  is  the  time  to  sell 
stocks  on  the  grounds  they  will  be 
iderably  cheaper  in  the  months 
d.  "At  this  stage  of  the  business 
%"  says  Williams,  "they  just 
ldn't  be  bought."  Only  one  thing 
?les  Williams — so  many  other  secur- 
analysts  are  thinking  that  way,  too. 
en  everybody  is  saying  the  same 
I,"  Williams  broods,  "you've  got  to 
ier  if  you're  wrong." 
ie  scattering  of  buy  signs  flashing  on 
and  General  Motors  have  been  lost 
1  the  anxiety  about  whether  ailing 
sler  Corp.,  at  least  in  its  present 
,  is  long  for  this  world.  Chrysler  is 
tited  with  so  many  imponderables 
it  has  been  pushed  beyond  the  realm 
telligent  speculation, 
my  analysts  think  the  uncertainty 
Chrysler's  prognosis  has  colored  the 
the  market  is  pricing  General  Mo- 
and  Ford.  (In  a  way,  that's  like  sell- 
Jnion  Pacific  in  1970  because  Penn 
ral  was  going  bankrupt.)  On  the  cur- 
numbers,  neither  company  could  be 
hier.  GM  earned  a  record  $12.24  per 
:  last  year,  and  turned  another  rec- 
n  the  first  half  of  this  year.  Ford 
ts  were  off  last  year,  but  came  roar- 
iack  with  a  9%  gain  (from  $8.48  to 
>  a  share)  in  the  first  six  months  of 
fear.  There  have  been  quarterly  divi- 
increases  at  both  companies.  Ford 
lding  9.2% ,  GM  11%,  better  returns 
can  be  found  on  many  high  quality 
s.  Both  stocks  are  trading  at  around 
:imes  earnings— well  under  the  mar- 
is a  whole  and  at  historically  low 
iples. 

iesn't  that  make  the  Big  Two  auto 


Williams  of  Argm  Research 
Omniscience  goes,  prudence  stays. 

stocks  a  buy?  Not  if  you  follow  the  main- 
stream scenario  it  doesn't.  Here's  how 
that  goes:  The  long  cyclical  swing  that 
saw  factory  sales  of  autos,  trucks  and 
buses  climb  from  9  million  units  in  1975 
to  an  annual  rate  of  12.5  million  in  the 
first  six  months  of  this  year  is  about  to 
pitch  into  a  trough  again.  Recession  is 
upon  us,  consumers  have  begun  to  run 
out  of  purchasing  power,  inventories  are 
piling  up  in  dealers'  lots  and  sales  are 
headed  down.  All  of  that  means  heavy 
pressure  on  profit  margins,  even  if  the 
United  Auto  Workers  doesn't  call  a 
strike  when  its  industrywide  contracts 
expire  on  Sept.  15. 

That's  the  way  the  mainstream  sce- 
nario opens,  but  there's  more.  Costs  are 
rising  faster  than  sticker  prices  and  both 
Ford  and  GM  are  being  hurt  by  a  thinner 
sales  mix — the  trend  away  from  big  cars 
to  more  fuel-efficient  but  less  profitable 
intermediates  and  compacts  (see  p.  30). 
Thus,  many  analysts  figure  that  GM's 
earnings  will  drop  from  $12.24  to  about 
$11  this  year  and  to  about  $7.50  next 
year.  The  estimates  for  Ford  foresee  a 
drop  from  last  year's  $13.35  to  $11.50 
this  year  and  to  $4.75  in  1980. 

There  are  variations  on  those  num- 
bers, but  all  of  the  mainstream  analysts 
agree  on  direction.  They  see  a  tough 
squeeze  on  working  capital  ahead,  too, 


The  Streetwalker 


mainly  because  of  the  huge  amounts  of 
cash  Ford  and  GM  must  plow  back  into 
product  design — some  $3.5  billion  for 
Ford  this  year  alone  and  an  estimated 
$5.4  billion  for  GM. 

Both  companies  have  typically  fi- 
nanced most  of  their  capital  spending 
out  of  cash  flow — they  don't  like  to  bor- 
row for  this  purpose.  An  earnings 
crunch,  though,  means  that  the  Big  Two 
may  be  able  to  lay  hands  on  all  the  cash 
they  need  only  at  the  expense  of  divi- 
dend payout.  Last  year  GM  cut  its  year- 
end  extra  dividend  from  $2.25  to  $1.50. 
David  Healy  of  Drexel  Burnham  Lam- 
bert sees  further  reductions  ahead — a  cut 
in  GM's  total  dividend  from  $6  to  around 
$5.50  per  share  this  year  and  to  a  base 
$4.60  a  share  next  year,  assuming  no 
strike.  Healy  also  thinks  that  Ford  may 
have  trouble  holding  its  $4  a  share 
payout  next  year. 

But  what  makes  the  stock  market 
such  a  ball  game  is  that  two  people  can 
look  at  the  same  facts  and  arrive  at  quite 
different  conclusions.  That  earnings  are 
headed  down  and  working  capital  for  a 
squeeze  is  not  disputed.  However,  Arvid 
Jouppi,  for  example,  senior  vice  president 
of  John  Muir  &  Co.,  thinks  the  market 
has  already  discounted  the  troubles  that 
lie  ahead  for  the  Big  Two.  At  its  current 
price  of  59,  GM  is  a  long  way  from  the 
high  of  78  it  hit  two  years  ago.  Ford  is  off 
sharply,  too.  How  much  more  downside 
risk  is  there? 

Very  little,  if  the  recession  proves  to  be 
a  short  one.  Jouppi  argues  that  Detroit 
has  actually  been  on  a  downgrade  since 
last  March,  when  inventories  of  big  cars 
started  to  pile  up  and  sales  began  slipping 
into  "a  double-digit  decline."  Jouppi 
maintains  the  industry  has  already  gone 
far  enough  through  the  wringer  "to  be  in 
a  position  to  lead  the  economy  out  of 
recession"  by  next  spring.  "I  admit  that's 
a  contrary  view,"  he  adds. 

Jouppi  is  bucking  history.  As  Drexel's 
Healy  notes,  in  the  1974-75,  1969-70  and 
1966-67  recessions,  auto  sales  and  earn- 
ings plunged  from  peak  to  trough  over 
"two  years  rather  than  one."  The  drop  in 
the  growth  rate  of  real  income  tends  to 
hit  after  a  lag  of  about  a  year. 

The  Streetwalker  agrees  with  Healy's 
mainstream  conclusion  that  this  year 
will  be  followed  by  a  "more  severe  drop 
in  1980,  with  the  onset  of  recovery  post- 
poned until  1981."  No  question  about  it: 
From  a  Ben  Graham  point  of  view,  Ford 
and  General  Motors  offer  tremendous 
values.  But  there's  the  question  of  tim- 
ing. If  you  buy  these  two  auto  stocks 
right  now,  you  had  better  be  psychologi- 
cally prepared  to  sit  out  an  indeterminate 
period  of  bad  news  and  some  inevitable 
sinking  spells.  — Richard  Phalon 
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It's  a  business  with  broken  men  as  clients, 
greedy  hoodlums  as  workers  and  hundreds  of 
millions  of  dollars  in  profits.  And  arson-for- 
profit  is  going  like,  well,  a  house  afire. 


Fire  for  hire 


By  Richard  Greene 


Morrie  Klein  was  a  smooth-talk- 
ing Pittsburgh  businessman 
with  a  ready  supply  of  expensive 
suits  and  ears  and  even  a  private  air- 
plane. Klein  differed  from  thousands  of 
other  prosperous  entrepreneurs  in  only 
one  respect.  His  business  was  arson.  In 
just  15  felonious  years,  according  to  the 
Federal  Strike  Force  Against  Organized 
Crime,  Klein  sucked  an  astonishing  sum, 
some  $45  million,  from  insurance  com- 
panies for  himself  and  his  clients. 

Klein  had  a  simple  formula:  Approach 
desperate  businessmen  ("Business  Op- 
portunities" ads  in  the  Wall  Street  Journal 
were  a  productive  source  of  leads)  with 
the  possibility  of  ready  cash  to  turn  their 
firms  around.  After  a  few  months,  he 
would  bring  them  the  sad  news:  There 
was  no  financing  available.  But  there  was 
an  alternative — arson. 

Klein  could  provide  a  package  deal,  all 
the  way  from  arranging  for  a  dishonest 
insurance  adjuster  to  providing  a  profes- 
sional arsonist  (a  "torch")  to  burn  the 
place  down.  His  fee  varied  widely  but 
was  often  20%  of  the  insurance  pay- 
ment, plus  kickbacks  from  his  referrals. 

Klein  would  probably  still  be  at  it,  were 
it  not  for  three  years  of  arduous  lead- 
following  by  attorney  Carl  LoPresti  of 
the  Federal  Strike  Force  and  others.  Klein 
finally  turned  state's  evidence  and  pro- 
vided LoPresti  with  material  to  catch  up 
with  32  of  his  associates.  Klein  now  re- 
sides in  Terminal  Island  federal  prison. 

Although  Morrie  Klein  was  a  master  at 
his  chosen  trade,  he  was  not  unique.  His 
colleagues  range  from  juvenile  delin- 
quents who  will  throw  a  match  into  a 
gasoline  can  for  $100  to  the  expert,  pro- 
fessional torch  who  charges  thousands  of 
dollars  to  reduce  a  building  to  ashes. 

Accurate,  comprehensive  statistic,^  are 
scarce,  but  experts  sifting  estimates  are 
convinced    that    arson-for-profit  has 
reached  epidemic  proportions  in  the  U.S. 
Back  in  1968,  for  example,  it  was  esti- 


mated that  insurance  companies  paid  off 
under  $500  million  in  arson-related  fires. 
By  last  year  that  had  more  than  tripled. 
According  to  experts  cited  in  Senate 
hearings  on  the  arson  problem,  the  inci- 
dence of  the  crime  is  growing  at  about 
25%  a  year.  The  number  of  arson-related 
fires  last  year  was  put  at  over  250,000 — 
with  more  than  1,000  lives  lost. 

Of  course,  many  deliberately  set  fires 
are  the  result  of  passion  (a  jealous  boy- 
friend getting  even)  or  of  madness  (de- 
mented thrill  seeking).  And  there  is  a 
long  history  of  businessmen,  desperate 
for  ready  cash,  turning  to  an  eager  torch 
instead  of  a  reluctant  bank.  Back  in  1974, 
with  the  U.S.  in  its  deepest  recession  in 
40  years,  the  incidence  of  arson  rose 
sharply.  But,  alarmingly,  the  linkage  be- 
tween hard  times  and  arson  appears  to 
have  broken  down  (see  chart,  p.  91).  Al- 
though recessions  increase  the  incidence 
of  arson,  it  is  a  lucrative,  growing  crime 
in  good  times  and  bad.  After  the  1974 
recession,  the  growth  of  arson  did  not 
stop.  Today,  according  to  John  Barracato 
[Forbes, July  23),  retired  deputy  chief  fire 
marshal  of  New  York  City  and  now  in 
charge  of  Aetna  Life  &.  Casualty's  major 
anti-arson  program,  upwards  of  40%  of 
all  arson  is  profit  motivated. 

No  authority  sees  much  hope  for  a 
substantial  reduction  in  arson-for-profit 
anytime  soon.  On  the  contrary,  the  pres- 
ent economic  slowdown  can  only  fuel  an 
increase.  John  Barracato  will  even  name 
a  time  for  a  new  surge.  "Arsons  will  be 
increasing  at  an  alarming  rate  by  about 
the  15th  of  September,"  he  says.  "Cer- 
tain seasonal  businesses  will  realize  in 
late  August  that  they  can't  make  it.  So  a 
portion  of  them  will  burn  their  buildings 
for  the  insurance  money." 

Many  arson  experts,  including  Clifford 
Karchmer  of  the  Battelle  Institute  in  Se- 
attle, agree  that  certain  businesses  are 
particularly  vulnerable:  restaurants,  ho- 
tels, bars,  beauty  parlors  and  women's 
wear  factories,  to  name  a  few.  A  business 
that  survives  on  discretionary  income, 


especially  one  in  a  resort  area,  is 
likely  to  burn  than  others. 

Automobile  arson  also  seems  likell 
grow.  Explains  Major  John  Regan  of 
Massachusetts  State  Police  Arson  St 
Force:  "With  the  price  of  gas  going 
people  know  they  have  to  get  int 
small  car.  They  go  to  the  car  dealer 
find  that  the  car  they  bought  last  yea 
$9,000  is  worth  much  less  now.  So,  w 
going  to  see  a  lot  of  big  expensive 
going  up  in  smoke." 

But  automobile  arson  and  even  the 
who  lights  up  his  own  little  restaui 
are  trivial  compared  to  the  compi 
highly  orchestrated  scams  that  make! 
the  ghastliest  cases  of  arson-for-profit] 

Slum  apartment  houses,  for  examj 
lend  themselves  to  easy  scams.  You 
a  building  for,  say,  $10,000.  Then  you 
the  building  back  and  forth  among  a 
friends,  inflating  the  price  each  time, 
money  need  actually  change  hands.  ^ 
then  insure  it  for  the  final  sale  price,  b 
it  down  and  collect. 

Such  amoral  enterprise  puts  msuraj 
companies  in  a  quandary.  If  they  ins 
no  more  than  the  market  value,  th 
schemes  work  well  for  the  arsonists! 
they  insure  replacement  value,  they 
wind  up  paying  unrealistic  amounts 
old,  expensive  to  rebuild,  structures. 

A  rare  but  especially  ugly  arson- 
profit  ploy  is  one  used  by  bank  loan  a 
cers  desperate  to  keep  their  reco 
clean.  Ernest  Garneau,  project  directoi 
the  Urban  Educational  Systems  in  Bi 
ton,  a  research  concern  devoted  to 
study  of  arson,  explains  how  it  wor 
Imagine  that  a  loan  officer  has  given 
a  $100,000  mortgage  on  an  apart im 
house  that  goes  under.  Rather  than  ta 
over  the  building  or  take  a  big  loss, 
loan  officer  might  instead  turn  to  a 
called  speculative  real  estate  opera 
and  give  him  the  building  and  the  mo 
gage  for  almost  no  money  down.  In  ad 
tion,  the  bank  might  throw  in  anoth 
$10,000  loan  to  fix  up  the  place. 

Too  often  to  explain  by  coincider 
alone,  such  buildings  have  a  way  of  bui 
ing  down  only  months  later.  The  ha. 
gets  its  money  from  the  insurance  coi 
pany  and  the  building's  buyer  gets  son 
if  not  all,  of  the  improvement-loan  ma 
ey.  After  all,  receipts  can  be  faked, 
it's  nearly  impossible  to  check  on 
provements  in  a  pile  of  ashes.  Says  G 
neau,  "Even  if  they  prove  arson,  tl 
also  have  to  prove  that  the  bank  w 
implicated  or  they  have  to  pay  off  an 
way.  It  hardly  pays  even  to  investigate 

The  loan  officer  gets  no  money  out 
the  deal,  but  he  protects  his  record. 

The  victim  of  these  planned  fires,  o 
viously,  is  everyone  else  directly  or  inc 
rectly  paying  a  fire  insurance  premium- 
in  effect,  all  of  us.  Less  obvious,  but  a 
fecting  all  of  us,  too,  is  fire's  impact  c 
big  cities'  tax  bases.  In  addition  to  all  il 
other  woes,  according  to  the  New  Yoi 
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Going  to  blazes 


Experts  are  convinced  that 
there  is  a  strong  relation 
between  arson- for-profit  and 
the  economic  weather. 
Such  records  as  they  have, 
however,  dont  make 
their  case  airtight. 


Business  failures 


12  thousands 


10 


± 


Inflation,  of  course,  has 
affected  the  dollar  amounts  of 
claims  paid  by  insurance 
companies  for  fire  damage, 
but,  even  so,  the  amounts 
have  risen  with  special  vigor 
in  recent  economic  downturns. 


With  an  estimated  40%  of 
all  fires  today  thought  to  be 
deliberately  set,  the  crime 
of  arson  claims  as  victim 
everyone  who  directly  or 
even  indirectly  pays  an  insur- 
ance premium — in  effect, 
just  about  ail  of  us. 


Source  Dun  &  Bradstreet,  Inc 
J  I  1  I 


Total  insured  losses  for  fires 


4  $biiiions 


Another  Ten neco  Venture : 


South  Marsh  Island  61  -C. 

An  important  discovery  in  a  series 
that  has  made  us  a  leading  producer  of 
natural  gas  in  the  Gulf  of  Mexico. 


Tenneco's  giant  drilling  platform  in  the  Gulf  of 
Mexico,  South  Marsh  Island  61  -C,  is  our 
most  prolific  producer  of  natural  gas  yet.  The 
1 1  wells  on  the  platform  are  expected  to 
produce  about  90  billion  cubic  feet  of  natural 
gas  in  their  first  year,  more  than  is  consumed 
annually  by  the  city  of  Boston. 

This  discovery  is  significant  because  it 
typifies  Tenneco's  continued  commitment  in 
the  Gulf.  We  obtained  the  rights  to  the  prin- 
cipal lease  involved  after  another  firm  had 
drilled  a  dry  hole  and  abandoned  it.  Con- 
vinced that  natural  gas  was  there,  we  drilled 
and  discovered  large  new  reserves. 

In  the  last  20  years,  Tenneco  has  spent 
over  $800  million  just  for  the  right  to  explore 
the  1 1 7  leases  we  currently  hold  in  the  Gulf  of 
Mexico.  And  in  each  of  the  last  two  Gulf 
lease  sales,  we've  won  the  most  sought-after 
block. 

Our  commitment  has  paid  off,  for 
Tenneco  has  become  the  third  largest 
producer  of  natural  gas  in  the  Gulf.  Our  total 
yearly  production  there— approximately  332 
billion  cubic  feet-now  exceeds  the  annual 
gas  consumption  of  all  of  New  England.  We 
also  produce  more  than  11  million  barrels  of 
oil  in  the  area. 


We're  still  increasing  our  commitment  to 
the  search  for  energy.  In  1 979  we  will  invest 
about  $600  million  in  oil  and  natural  gas 
exploration  and  production,  most  of  it  right 
here  in  the  United  States.  This  effort  is  impor- 
tant because,  although  America  has  enough 
natural  gas  to  meet  its  immediate  needs, 
over  the  long  run  the  country  must  supple- 
ment its  known  reserves.  Last  year  Ameri- 
cans consumed  approximately  19  trillion 
cubic  feet  of  natural  gas  while  only  1 0-1 2 
trillion  cubic  feet  were  discovered.  To  help 
keep  supplies  flowing  through  our  1 6,000 
miles  of  pipeline,  Tenneco  is  aggressively 
planning  energy  projects  here,  with  neigh- 
boring nations,  and  around  the  world. 

Although  energy  makes  up  two  thirds  of 
our  business,  Tenneco  continues  to  supply 
other  basic  needs  like  food,  automotive  com- 
ponents, chemicals,  ships,  packaging,  and 
farm  and  construction  machinery. 

That's  Tenneco  today:  growing  in 
energy. .  .and  more. 


For  more  Information  on  Tenneco.  write  Dept.  D-6  Tenneco 
Inc.,  Houston  TX  77001 


It  s  no  accident 
that  America's  trucks 
set  the  standards  for 
safety 


The  latest  National  Safety 
Council  figures  show  that  the 
accident  rate  for  trucks  was 
only  4.70  per  million  miles  traveled,  com- 
pared to  11.36  for  passenger  cars. 

This  record  is  the  result  of  the  trucking 
industry's  continuing  emphasis  on  safety. 

Truck  drivers  not  only  have  to  meet  strin- 
gent physical  requirements,  they  must  take 
a  complete  physical  exam  every  two  years. 
Drivers  must  also  demonstrate  their  knowl- 
edge of  safety  regulations  and  pass  a  rigor- 
ous road  test  before  they  get  behind  the 
wheel.  Trucking  companies  and  their  driv- 
ers participate  in  on-going  safety  programs 
sponsored  by  the  American  Trucking 


Associations,  Inc. 

Trucks  are  designed,  built 
and  maintained  to  meet  strict 
government  regulations  and  industry  safety 
standards. 

Armstrong,  maker  of  a  full  line  of  truck 
tires  is  proud  to  contribute  to  the  trucking 
industry's  outstanding  safety  record. 

We  salute  a  great  safety  team:  America's 
trucks  and  America's  truck  drivers. 


Armstrong 
tires 


have  the  power  to  end 


xlxj 
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City  Fire  Marshal's  Office,  some 
million  in  taxable  real  estate  in  the 
Apple  was  wiped  out  by  fire  in  1978 

It  has  taken  a  long  time  for  arson  t 
viewed  as  something  other  than  a 
timless  crime  in  which  only  the  in 
ance  company  is  hurt.  "I  know  of  c 
where  people  wink  at  each  other  w 
they  talk  about  so-and-so's  fire," 
John  Connell,  owner  of  the  largest  a 
investigation  company  in  the  cour 
which  bears  his  name.  "It  is  the  i 
felony  people  wink  at.  Nobody  wina 
rape  or  robbery."  But  that  increa 
nonchalance  seems  to  be  giving  \ 
forcing  insurance  companies  to  do  n 
than  they  have  done.  They  needed  st) 
prodding.  After  all,  an  insurance  c 
pany  can  simply  jack  up  rates  to  c<| 
increased  payouts.  And  the  higher 
premiums,  the  more  assets  the  con| 
nies  have  to  invest. 

Some  companies — Aetna  Life  &.  C 
alty  notable  among  them  with  a  b 
investment  of  over  $5  million  this 
alone — have  been  pouring  money 
antiarson  programs.  They  are  not 
sponsoring  fire  prevention  weeks.  N 


"People  wink  at  each  otn 
when  they  talk,  about  so-au 
so's  fire.  It  is  the  only  fela\ 
people  wink  at." 


more  of  them  are  trying  cases  in  ci 
that  previously  would  have  been  paid 

Urban  areas — like  New  Haven,  Sea 
and  Boston — are  also  investing  time 
money  in  finding  solutions.  New  Hai 
for  example,  has  set  up  a  special  sti 
force  composed  of  both  policemen 
firefighters  to  examine  every  suspicil 
fire  and  identify  arson  when  they  can 

Arson  is  widely  assumed  to  be  ne.' 
impossible  to  prove.  You  must  see 
arsonist  holding  a  match,  the  myth  gt 
to  convict  him.  Present  conviction  n 
support  that.  Less  than  1%  of  all  suspi 
ed  cases  of  arson  result  in  a  convicti 
The  fact  is,  arson  is  not  that  tough 
spot — by  trained  eyes.  Such  factors 
point  of  origin  and  the  type  of  acceler 
used  can  tell  much  about  a  fire.  Ba; 
cato:  "The  fire  talks  to  you  if  you 
know  how  to  listen.  You  can  descrit 
fire  to  me  over  the  phone:  'I  had  a  fin 
the'  back  room.'  Back  room  tells  me  I 
glar,  right  away.  'All  the  file  draw 
were  open.'  It  doesn't  tell  me  burglai 
tells  me  the  guy  is  under  investigat 
and  is  trying  to  destroy  his  records. 

The  problem  is,  there  aren't  enoij 
skilled  men.  Training  them  is  expens 
prosecuting  on  their  findings  more 
Despite  serious  efforts  by  insura 
companies  and  government,  whose  p 
grams  tend  to  be  long  term,  there  is  lij 
reason  to  hope  the  fire-for-hire  busin 
is  headed  for  a  recession  soon.  ■ 
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Your  accountants' should  help 
you  see  where  you're  going. 


Even  the  best  financial  statement  in  the 
orld  is  hindsight. 

Where  an  accounting  firm  can  really 
3lp  you  is  in  developing  a  little  better 
resight. 

All  the  while  they're  doing  your  audit, 
)ur  accountants  should  be  thinking  of 
ays  to  turn  out  other  information  for  you . 

The  kind  of  useful  information  man- 
ners want  more  and  more  of  these  days. 

That's  why  we  at  Deloitte  Haskins  &  Sells 
ave  developed  some  accounting  and 
jditing  tools  that  not  only  meet  our  tech- 
cal  needs,  but  something  more  basic. 
Dur  business  needs. 

To  take  one  example,  there's  our  unique 
lancial  modeling  program,  which  we  call 
D  RECAST. 


Now  admittedly,  you  can  pick  and 
choose  from  a  number  of  financial  model- 
ing programs  these  days. 

Where  ours  is  different  is  that  you  don't 
have  to  be  a  computer  expert  to  grasp  it.  It's 
designed  to  be  used  by  managers  like 
yourself. 

From  a  single  model,  you  can  project 
basic  financial  statements,  cash  flow,  and  a 
whole  lot  more.  Quickly.  And  in  any  format 
you're  already  used  to. 

As  you  can  see,  we  think  an  accountant 
has  to  be  a  businessman,  too. 

The  way  we  look  at  it,  the  bottom  line 
isn't  where  an  accountant's  nft|m*|n 
usefulness  to  a  client  ends.  U6I0IIE6 

In  some  ways,  it's  Uoolrinc  Qoile 
only  the  beginning.      IdoRllla  Oil 


Beyond  the  bottom  line 


979  Deloitte  Haskins  &  Sells.  1 1 14  Avenue  of  the  Americas,  New  York.  N  Y  10036 


Survival 

of  the 
fittest 


We  build  machinery  for  an  unforgiving  world.  A  world 
where  freezing  temperatures,  or  abrasive  dust,  or  an 
unexpected  gullywasher  are  no  excuse  for  a  wasted  hour. 
A  world  where  the  stakes  are  high  and  you  seldom  get 
a  second  chance  to  meet  a  deadline. 

So  we  build  Clark  products  with  rough  conditions 
in  mind.  Then  back  them  with  a  worldwide  network  of 
dealers  who  know  how  to  keep  them  fit.  With  factory- 
trained  mechanics.  Healthy  parts  inventories.  Every- 
thing it  takes  to  keep  our  customers  up  and  running. 

In  our  world,  only  the  fittest  survive.  That's  why, 
year  after  year,  the  tough  jobs  come  to  Clark. 

Clark  Equipment  Company,  Buchanan,  MI  49107. 


lark  gets  it  done. 


Mark  crane  delivers  the  world's  largest 
ctric  motor. 


Z\ark  lift  truck  works  around  the  Clark's  Melroe  Bobcat  loader  maneuvers  a  big  load  in  tight  quarters, 

ick  unloading  ships. 


After  seven  straight  years  of  success — and 
what  success! — Conair  stumbled.  This  is  the 
story?  of  ho  w  it  is  tryring  to  get  its  stride  back. 


You  don't  learn 
anything  from 


The  Up -And-Comers 


•If  you  get  your  ass  kicked  in,  you  gotta  come  bach  fighting 


Leandro  Rizzuto  sits  brood 
the  oval  conversation  pit  < 
slickly  modern  Gray  Room  a 
air  headquarters  in  Edison,  N.J.  C 
level  above  is  a  colorful,  brightly  1 
play  of  pistol-grip  hair  dryers,  fi 
curling  irons,  electric  massagers, 
poos,  conditioners,  illuminated  m 
mirrors  and  other  "personal  care  i 
in  the  Conair  line.  Immaculately 
striped,  silk-shirted  and  carefully  c 
Rizzuto  is  sipping  espresso  made  i 
of  Conair 's  shiny  new  espresso  an< 
puccino  makers,  which  sits  steamil 
the  mirrored  bar  off  in  the  corner. 

"You  really  need  balls  as  far  as  si 
with  something,"  he  remarks  in  the 
sic  Brooklyn  argot,  which  contrast) 
ly  with  his  urbane  appearance.  "1 
get  your  ass  kicked  in,  you  gotta 
yourself  up  and  come  back  fighting 
That's  just  what  Rizzuto  hims 
trying  to  do  this  year:  come  back 
ing.  Last  year  was  a  nightmare  for 
Conair  Finance  Vice  President  Sah 
DiMascio  explains:  "This  compan 
tered  1978  budgeted  to  do  $70  m 
worth  of  business  and  by  midyear 
itself  operating  at  a  level  that  woul 
duce  less  than  $45  million  worth  of 
ness."  Instead  of  the  $5  million  in 
ings  that  analysts  were  predicting, 
air  sank  $2  million  into  the  rec 
ended  up  loaded  with  inventory. 

Realizing  he  needed  help,  Rizzuto 
DiMascio,  group  controller  at  Re 
Inc.  in  mid- 1978,  when  the  crunch  v 
its  worst.  DiMascio's  job  was  to 
Conair's  planning  out  of  the  come 
cery-store  class.  From  1970  to  1977 
air  had  grown  from  $2  million  tc 
million  in  sales  and  from  $  1 1 2,000  tc 
million  in  earnings.  By  farming  out 
of  the  manufacturing,  lightly  capit 
Conair  had  been  averaging  better 
32%  on  equity  with  very  little  long 
debt  (only  in  1977  did  such  debt  inc 
from  13%  to  42%  of  capital). 

What  went  wrong?  It  was  a  ca 
Murphy's   Law:   Everything  that 
might  imagine  could  go  wrong  d; 
wrong.  Back  in  1974  Rizzuto  was  ui 
to  get  his  Japanese  suppliers  to  ste 
production  sufficiently  to  enable  hi 
take  advantage  of  a  booming  markt 
he  decided  to  become  his  own  sup 
and  built  a  plant  in  Edison,  N.J.  In 
1977  the  plant  was  shut  by  a  si 
"With  this  strike,"  he  says  sadly, 
target  dates  on  some  products 
missed  by  six  months  to  a  year." 

That  can  be  a  lifetime  in  Rizz 
business.  Take  the  Wiz,  for  examp 
rather  elaborate  hot-comb  styling 
Rizzuto  figures  the  market  for  su 
product  lasts  "a  good  two  years" 
start  to  finish.  Conair  marketing 
had  spotted  the  potential  of  comp< 
Remington  and  Clairol  hot  comb 
time  to  get  a  piece  of  the  action,  bu 
strike  and  production  staff-up  interf 
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^  TISSUE 


f^HETS  253.1  SO  ^ 

Port  Howard  P3? 


Use  our  bigger  roll  and 

save  on  tissue  maintenance  time. 


The  less  time  your  maintenance  crew 
spends  changing  rolls  of  toilet 
tissue,  the  more  time  they  have  for 
more  important  jobs.  That's  the  idea 
behind  our  big-roll  Billow*  tissue. 

Because  Billow  is  1800  sheets 
long,  it  can  last  almost  twice  as  long 
as  standard  one-ply  rolls.  So  there 
are  fewer  run-outs.  And  your  mainte- 


nance crew  doesn't  have  to  change 
rolls  as  often. 

Consider  the  bottom  line.  It  takes 
about  60  seconds  to  change  a 
tissue  roll.  If  your  maintenance  time 
costs  $5  an  hour  or  more,  each  roll 
change  costs  almost  a  dime.  Add  it 
up  over  a  year  and  you'll  see  a 
real  cost  saving. 


See  how  Billow  tissue  can  save 
you  maintenance  time.  Just  call  the 
Fort.  Dial  (312)  T-H-E-F-O-R-T.  And 
put  a  big  time  saver  to  work  for  you. 


Fort  Howard  Paper 


Green  Bay,  Wisconsin  54305 


the  Fort 


Call  the  Fort  is  a  service  mark  of  Fort  Howard  Paper. 


Dial  (312)  T-H-E-F-O-R-T 


"We  were  about  eight  months  late  in 
tooling  and  manufacture,  so,  by  the  time 
we  got  into  the  category,  the  market  was 
turning  down,"  says  Rizzuto. 

But  the  strike  wasn't  the  only  prob- 
lem. Breville  of  Australia  had  commis- 
sioned Conair  to  make  a  limited  number 
of  yellow,  curved,  freestanding  compact 
hair  dryers  aptly  named  the  "Hot  Ba- 
nana" for  the  Down  Under  market.  Im- 
pressed by  the  product's  many  distinc- 
tive features  and  eager  for  a  compact 
dryer  to  counter  competition  from 
Clairol,  Gillette  and  General  Electric, 
Rizzuto  had  decided  to  launch  the  Hot 
Banana  in  the  U.S.  under  the  "Pro  Baby" 
name.  "We  were  supposed  to  test  market 
the  product  in  June  or  July.  But  because 
of  the  strike  we  didn't  have  a  chance  to, 
so  we  went  right  into  production,"  Riz- 
zuto explains.  By  Christmas  he  had 


1977,  was  falling  off  badly. 

Meanwhile  Conair  was  spending  heav- 
ily to  develop  new  products,  like  the 
espresso  coffeemaker,  that  wouldn't  be 
marketed  until  January  1979.  "That's  an- 
other $250,000  worth  of  expenses  and 
not  $1  of  sales  to  offset  it,"  says  Rizzuto. 
"We  went  into  too  many  different  prod- 
ucts in  one  year." 

Then  Conair 's  computer  became  over- 
loaded. Instead  of  renting  additional 
computer  time,  Rizzuto— a  onetime  pro- 
grammer himself — decided  to  buy  (for 
$350,000)  an  overly  sophisticated  new 
IBM  data  base  system  to  help  oversee 
inventories,  among  other  things.  But 
that  system  was  so  complex  that  it  is 
only  now  becoming  operational — a  year 
and  a  half  behind  schedule. 

Finally,  the  newspapers  began  fretting 
about  asbestos  in  hair  dryers,  which  hurt 


says,  'Maybe  if  we  do  all  that  and 
new  type  of  temporary  molding 
cess — maybe  we  could  have  prodij 
three  months.'  Now  I  turn  around! 
ask  him  the  $64  question:  Can  wj 
the  component  parts  from  over 
million  Pro  Babys?  He  says,  'I'll  te 
Monday.'  Monday  he  says  yes." 

By  year-end  1978 — again  withoui 
test  marketing — Conair  had  200,00i 
tol  Power  1200  compacts  on  the  m 
This  time  Rizzuto  hit  the  jackpot.  "J 
that  compact  dryer  is  the  hottest  pro 
in  that  category.  "If  we'd  had  this 
for  all  of  1978  it  would  have  givfl 
maybe  $9  million  in  additional  sales; 
another  $6  or  $7  million  in  sales  on 
items  in  the  line,"  says  Rizzuto,  sh; 
his  head. 

DiMascio  smiles  sympatheti 
"Now  our  manufacturing  people  ha\i 


/■/nance  Vice  President  Sal  DiMascio  (left)  with 
"Cocky?  You  better  believe  it!  Up  to  then, 


Rizzuto  in  Conair's  Gray  Room 

everything  we  were  producing  was  right  out  the  door. 


250,000  Pro  Babys  on  the  market  which 
Conair  recorded  as  sales.  The  production 
lines  were  humming.  A  cocky  decision? 
"You  better  believe  it,"  he  says  with  an 
embarrassed  grin,  "and  the  reason  we 
were  cocky  was  up  to  that  point  every- 
thing we  were  producing  was  right  out 
the  door." 

But  not  Pro  Baby.  By  the  early  spring 
of  1978  it  was  obvious  Pro  Baby  wasn't 
moving  off  the  shelves.  Instead  of  cutting 
his  losses,  Rizzuto  laid  out  $2  million  "to 
educate  the  consumer"  about  Pro  Baby. 
It  was  Rizzuto  who  got  the  education. 
"By  May  1978  I  had  a  quarter  of  a  million 
units  out  there  from  1977,  plus  I  was  in 
production  for  half  a  million  units  in 
1978,"  he  says.  "It  was  trouble." 

And  there  was  more  bad  news:  Water 
Fingers,  a  Conair  shower-massager  that 
had  performed  beautifully  in  1976  and 
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sales  and  created  additional  expense. 
Rizzuto  removed  the  asbestos  a  year  ago, 
and  Washington  has  okayed  its  recall 
program  for  the  older  models.  "To  date 
we've  had  less  than  2,500  hair  dryers 
returned  to  have  the  asbestos  replaced," 
says  Rizzuto. 

"It  was  one  catastrophe  after  another," 
Rizzuto  recalls.  He  huddled  in  the  Gray 
Room  with  his  marketing  people,  and 
they  confirmed  that  the  one  thing  Con- 
air needed  desperately  was  a  compact 
dryer — and  that  Pro  Baby  was  a  disaster. 
Then  he  huddled  with  his  engineering 
and  manufacturing  people  and  they  told 
him  it  would  take  at  least  a  year  to  come 
up  with  a  new  compact.  "We  didn't  have 
the  time,"  says  Rizzuto.  "Over  the 
weekend  I  called  one  of  our  fellows  and 
said,  'How  about  if  we  do  this,  that  and 
the  other  thing — can  we  buy  time?'  He 


tablished  as  a  principal  objective  thai 
have  commonality  of  parts  in  every 
dryer  we  make,"  he  says.  Isn't  th: 
fairly  basic  lesson?  One  that  dates  tl 
at  least  to  Henry  Ford?  "You  know, 
never  forget  something  John  Kill 
chairman  of  Metromedia,  said  at  onl 
our  board  meetings  last  year,"  DiMa: 
replies.  "He  listened,  and  he  listene« 
all  the  problems  we  were  presenting 
then  he  turned  to  Lee  and  he  said,  | 
know,  you  don't  learn  anything  fi 
success.'  I  think  that  really  sums  it  ui 

Rizzuto  nods  soberly.  "The  comp 
was  working  on  excellent  gross  pro! 
which  made  up  for  a  lot  of  sins  like 
financial  planning,  okay?  No  finan* 
planning." 

"And  no  controls  over  purchasing  I 
inventory,  which  if  your  demand 
twice  as  great  as  your  supply  you  re< 
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This  250-ton  jetliner  needs 
runways  that  are  tough  and  durable 


's  International  Mill  Service  is 
recycling  steel  slag  to  build  them. 


More  than  800,000  tons  of  steel  slag  provide 
a  solid  foundation  for  the  new  main  runway  at 
Pittsburgh  International  Airport.  The  slag  was 
recycled  into  a  durable  construction  aggregate 
by  International  Mill  Service,  a  company  that  has 
been  serving  the  world's  steelmakers  for  more 
than  40  years. 

This  runway  project  is  a  good  example  of 
how  IMS  is  meeting  steel  mills'  slag-disposal 
needs  while  finding  practical  and  environmen- 
tally acceptable  uses  for  the  steel  in- 
dustry's by-products.  Other  uses  range 
from  highway  construction  and  rail- 
road ballast  to  home  insulation, 
masonry  materials  and  body-building 
equipment. 


Today,  IMS  is  performing  a  broad  range  of 
material-handling  services  at  more  than  70  steel 
mills  in  16  countries  and  ranks  as  the  leading 
marketer  of  steel  slag  aggregate. 

IMS  is  a  growing  subsidiary  of  IU  Interna- 
tional, a  diversified  company  with  interests  in 
land  and  sea  transportation,  utilities,  distribution 
services,  agribusiness  and  industrial  operations 
that  add  up  to  $2.5  billion  in  annual  revenues. 
For  more  information  about  our  steel  mill 
services,  write  Jack  Bayer,  President, 
International  Mill  Service,  1500  Walnut 
Street,  Philadelphia,  PA  19102. 
To  learn  more  about  IU  International, 
write  IU  Corporate  Affairs  at  the  same 
address. 


International 


don't  have  to  have,"  adds  DiMascio. 

Lee  Rizzuto  has  learned  a  lot  of  painful 
lessons,  but  at  heart  he's  still  the  plunger 
and  the  incurable  optimist  he  always 
was.  "Of  course,"  he  adds,  "going  back 
to  1959  when  the  company  was  founded, 
[if]  I  had  tried  to  play  everything  by  the 
book  and  follow  the  rules  of  how  busi- 
nesses are  supposed  to  be  run,  I  never 
would  have  taken  as  many  chances  and 
.  .  .  look,  one  bad  year  out  of  20  isn't 
really  that  bad." 

That  kind  of  argument  probably 
wouldn't  wash  at  a  major  corporation, 
but  Rizzuto  is  right  just  the  same — 
especially  when  you  consider  that  it  all 
began  on  just  $200  in  a  basement  in 
Brooklyn.  For  years  Rizzuto's  mother 
and  father  had  a  beauty  parlor  on  the 
ground  floor  of  the  Chanin  Building  at 
Lexington  Avenue  and  East  42nd  Street 
in  New  York  City.  They  had  their  brush 
with  fame  back  in  the  Thirties  when 
the  senior  Rizzuto  invented  the  "ma- 
chineless  permanent  wave"  (a  safer 
chemical  process  that  replaced  electric 
hair  curlers  for  a  time)  and  prospered  all 
through  the  Depression,  according  to 
his  son  Lee.  But  in  the  late  Fifties  the 
business  collapsed.  All  the  father,  Julian 
Rizzuto,  had  left  was  a  hair  roller  he  had 
invented — basically  a  spring  with  mesh 
wrapped  around  it — that  dried  faster 
than  existing  hair  rollers  and  conformed 
more  closely  to  the  contours  of  the  scalp 


so  the  hairdresser  could  get  a  better  curl. 

Lee  Rizzuto  at  that  time  was  19  and 
says  he  was  working  on  a  Univac  com- 
puter from  10  o'clock  at  night  to  9  in  the 
morning  for  Combustion  Engineering 
and  then  taking  16  credits  at  New  York 
University  from  10  a.m.  to  3'  p.m.  be- 
cause Combustion  was  afraid  he  would 
be  drafted  for  the  Vietnam  War.  He  was 
doing  well  and  had  just  bought  a  new  car. 
Nevertheless  he  quit  his  job,  left  college, 
sold  his  car  and  went  into  business  with 


"We  approached  Gillette  and. 
Clairol  and  said,  'Hey.  You 
run  it  retail  and  we'll  run  it 
professional.'  [But]  Clairol  in 
those  days  was  in  the  electric 
curler  business  and  didn't 
want  to  upset  that  apple  cart, 
and  Gillette  had  [their  own] 
styler-dryer  called  the  Max." 


his  father  to  manufacture  the  senior  Riz- 
zuto's hair  curlers.  Soon  they  were  sell- 
ing curlers  and  Japanese-made  hair  clips 
at  the  rate  of  10  million  a  month. 

"Then  in  1965  we  had  a  disastrous  fire 
one  night  at  11  o'clock  that  burned  the 
building  down  completely,"  Rizzuto  re- 
calls, "and  we  were  underinsured  in  ev- 
erything. Dad  had  tears  in  his  eyes  and  I 
said,  'We  get  knocked  down  once,  we 


pick  ourselves  up  and  rebuild  it.'  " 
years  later  Rizzuto's  father  died. 

At  about  that  time  European  hair< 
ers  were  turning  increasingly  to  2 
ances — the  hot  comb  in  Britain  an 
pistol-grip  hair  dryer  in  Germany 
tending  European  beauty  shows  in 
Rizzuto  saw  the  potential  of  hand 
dryers  and  asked  Japan's  Mitsui  to  n 
facture  his  designs.  Hair  dryers  had 
around  since  the  Twenties  but  nc 
until  Rizzuto  had  noticed  that  by  gr 
increasing  air  velocity  and  heat  in  ca 
mixture,  a  hand-held  dryer  and  a  t 
could  replace  most  of  the  hairdre 
existing  tools  and  do  the  job  four  t 
faster.  The  consumer  potential  was  e 
ly  obvious — to  him,  at  least. 

"The  first  guy  who  ordered  from  1 
the  retail  market  was  this  fellow  Pai 
a  buyer  at  Macy's,"  Rizzuto  recalls, 
ker  had  been  buying  Conair  hair  d 
from  beauty  parlor  wholesalers  and 
wanted  to  buy  direct.  "  'Rizzuto; 
says,  'what  is  your  program  for  re 
What  is  your  advertising  schedul 
said,  'Mr.  Parker,  my  program  is  fie? 
ity.'  "  On  the  strength  of  one  ad  ir 
New  York  Times  Parker  sold  out  $f 
worth  of  hair  dryers  in  two  w( 
"That's  how  we  started  selling  dird  1st 
to  consumers,"  says  Rizzuto. 

But  what  about  the  big  retail  gian 
the  field,  like  Gillette  and  the  Cl 
division  of  Bristol-Myers?  "Funny 
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OUTHERN  RAILWAY  CARRIES  THIS  MUCK 


"Guess  how  far  a  truck  could  carry  it.' 

L  Stanley  Crane,  President,  Southern  Railway  System,  Washington,  D.C.  20013 


The  railroad  is  the  most  efficient  user 
Df  fuel  in  the  transportation  industry.  Bar 
lone. 

And  the  Southern  Railway  is  one  of  the 
T»ost  efficient  railroads  in  the  country. 

For  instance,  on  the  Southern,  this 
3,888-lb.  load  of  beer  can  travel  115  miles 
an  one  gallon  of  fuel.  How  far  could  a 
.ruck  carry  it  on  the  same  amount  of  fuel? 
i/Vell,  the  railroad  is  four  times  more  effi- 
cient than  trucks,  60  times  more  efficient 
:han  planes,  and  even  more  efficient 
rhan  barges.  So  it's  easy  to  see  that 
:rucks  can't  carry  freight  anywhere  near 
as  far  as  railroads  can  r«j  -gallon  0;  t'uei. 


.  What  does  this  mean  for  the  future?  Well 
it  means  that  trucks  will  be  used  less  and 
less  for  long  hauls. 

More  and  more  products  will  ride  on  the 
Southern,  and  trucks  will  be  used  for  dis- 
tribution at  the  other  end  of  the  line. 
Because,  in  the  coming  years,  only  the 
railroad  will  have  the  energy-efficiency 
for  long  hauls. 

We  have  the  energy  for  the  long  haul. 


IH£  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


P  ask,"  says  Rizzuto,  a  twinkle  in 
ye.  "We  approached  Gillette  and 
1)1  with  the  product  and  said,  'Hey. 
ijun  it  for  retail  and  we'll  run  it  for 
iisional.'  "  But  Gillette  and  Clairol 
id  him  down  flat.  "Clairol  in  those 
ivas  heavily  involved  in  the  electric 
•  business  and  didn't  want  to  upset 
jpple  cart,"  says  Rizzuto,  "and  Gil- 
;had  a  styler-dryer  called  the  Max 
[lots  of  brush  attachments." 
iRizzuto  decided  to  go  it  alone.  "Ev- 
idy  came  around  and  said,  'Rizzuto, 
big  guys  are  going  to  eat  you  up,'  " 
:alls.  "But  either  not  knowing  any 
1  or  being  as  hungry  as  we  are,  we 
ept  pioneering  out  there." 
spite  this  big-time  competition, 
ir  still  claims  to  be  by  far  the  largest 
f  in  the  hair  dryer  market  (78%  of 
ir  sales)  with  over  20%  of  the  busi- 
at  all  price  levels.  So  much  for  the 
rnaut  power  of  the  great  American 
•rations  that  we  hear  so  much  about 
thinkers  like  John  Kenneth  Gal- 
ii!  In  many  businesses  a  fast  little 
an  still  beat  a  slow  big  guy  handily, 
taying  power  is  something  else  with 
ttle  guy.  Rizzuto  knows  this  and  is 
g  to  demonstrate  staying  power 
a  stream  of  new  products, 
t  introduced  is  the  espresso/cappuc- 
coffeemaker  (designed  by  Conair) 
now  retails  at  $69  to  $79  versus 
3ean  models  that  sell  for  $200  to 


$300.  In  development  are  a  Foot  Massag- 
er  for  the  ubiquitous,  presumably  foot- 
weary  jogger;  a  spaghetti  maker  for  the 
gourmet  pasta  cook  (copied  from  an  Ital- 
ian design  but  modified  to  be  "fool- 
proof"); an  ingenious,  patented  profes- 
sional hair  dryer  that  automatically  cools 
down  when  brought  too  close  to  the  hair 
(to  ensure  there  is  no  burn  damage).  But 
Rizzuto's  biggest  hopes  are  for  two  new 
lines  of  liquid  hair  products.  The  first, 
handsomely  packaged  Persian  Henna 
shampoos,  conditioners  and  sprays,  will 
be  backed  by  heavy  television  advertis- 
ing. The  second  is  expected  to  sell  de- 
spite a  crowded  market  because  the 
products  are  "nucleic,"  i.e.,  they  contain 
nucleic  acids,  which  are  supposed  to 
benefit  hair. 

Says  Rizzuto:  "My  personal  feeling  is 
that  the  liquid  segment  of  the  business, 
both  under  the  Jheri  Redding  [a  famous 
hairdresser]  label  for  the  professional 
market  and  the  Conair  label  in  the  retail 
and  professional  markets,  will  be  the 
largest  profit  contributor  of  ours  within 
three  years — and  that's  assuming  we 
maintain  an  increasing  market  share  in 
appliances  [i.e.,  hair  dryers]." 

If  so,  that  would  send  Conair  profits 
through  the  roof  since  gross  profit  on 
such  items  is  typically  65%  to  70%.  So 
far  such  liquid  products  have  been  mar- 
keted only  in  the  professional  field  and 
account  for  less  than  8%  of  Conair  sales 


after  five  years.  Rizzuto  feels  the  delay  in 
going  to  retail  has  been  useful  (as  well  as 
unavoidable).  Having  an  established 
reputation  for  shampoos  and  condition- 
ers with  professional  hairdressers  ought 
to  mean  far  less  retail  advertising  will  be 
necessary,  he  figures.  That  was  how  he 
competed  successfully  against  Clairol's 
and  Gillette's  huge  marketing  muscle  in 
hair  dryers. 

Conair  is  back  in  the  black  again,  earn- 
ing $411,000 — 24  cents  a  common 
share — in  the  first  half  of  1979,  but  the 
investors  who  bid  the  stock  almost  to  15 
back  in  1977  haven't  regained  any  of 
their  enthusiasm.  When  last  we  looked 
Conair  sold  under  5,  which  put  a  market 
value  of  only  about  $8.5  million  on  the 
whole  company — less  than  the  book  val- 
ue of  its  assets.  Listen  to  Rizzuto,  how- 
ever, and  you  would  be  convinced  that 
the  setback  is  only  temporary.  "My  per- 
sonal goal  is  I'd  like  to  see  Lee  Rizzuto 
head  of  a  billion-dollar  company,"  he 
says.  "I  really  think  the  Conair  potential 
is  in  the  couple-of-hundred-million-dol- 
lar  range." 

Maybe.  Maybe.  But  remember  this: 
Lee  Rizzuto  made  his  mark  running  a 
little  company  selling  gadgets  made  for  it 
by  someone  else.  It  remains  to  be  seen 
whether  he  can  make  the  transition  that 
so  many  other  small  businessmen  fail  to 
make  from  a  one-man  show  to  running 
an  organization.        — Geoffrey  Smith 


ER  IIS  MILES  ON  A  GALLON  OF  FUEL 


Some  computer  makers  are  no  longer  inter- 
ested in  repairing  the  government's  comput- 
ers. You  see,  there  s  this  law  on  the  books. . . . 

Who  will  fix 
Uncle  Sam's 
computers? 


By  Beth  Brophy 


Doing  business  with  the  govern- 
ment isn't  always  easy.  At  the 
moment,  even  though  Uncle  Sam 
spends  over  $4  billion  a  year  on  comput- 
ers (including  hardware),  key  suppliers 
like  Digital  Equipment  Corp.  and  Hew- 
lett-Packard Co.  are  pulling  out  of  the 
repair  and  servicing  portion  of  this  bur- 
geoning market.  Others  may  follow. 

The  reason  isn't  tight-fisted  govern- 
ment purchasing  or  nit-picking  design 
requirements.  Rather,  data  processing 
firms  are  balking  at  Labor  Department 
efforts  to  set  the  salaries  of  thousands  of 
computer  repairmen.  They  object  to  leg- 
islation now  on  the  books  that  requires 
federal  contractors  to  pay  "prevailing" 
wages  for  the  business  of  keeping  the 
government  machines  running.  The  con- 
troversial Service  Contract  Act  of  1965 
was  broadened  three  years  ago  making  it 
a  white-collar  equivalent  of  the  48-year- 
old  Davis-Bacon  Act,  which  lets  the  gov- 
ernment set  wages  on  federal  construc- 
tion jobs  (Forbes,  May  14). 

The  object  of  such  rules  is  to  prevent 
anyone  from  winning  government  con- 
tracts by  starving  his  workers.  But  com- 
puter makers  argue  that  there  is  an  obvi- 
ous difference  between  their  highly 
trained  field  engineers  (average  salary: 
$20,000)  and  low-paid  general  laborers. 
They  worry  that  federally  imposed  wage 
scales  would  subvert  their  own  incen- 
tive-pay system.  If,  moreover,  the  "pre- 
vailing" wage — presumably  the  aver- 
age— were  to  become  the  minimum 
wage,  that  would  push  up  the  wages  of 
computer  service  personnel  by  $400  mil- 
lion a  year.  An  experienced  computer 
repairman  makes  $26,000  a  year,  the 
computer  makers  say,  while  a  beginner 
makes  $16,000.  If  the  Labor  Department 
figures  the  average,  it's  $21,000,  so  the 
beginner  must  get  a  $5,000  raise. 

But  the  Labor  Department  says  it 
would  work  out  different  pay  rates  for 
different  skills  in  each  part  of  the  coun- 


Computer  Association's  Vico  Henriques 
Let  Uncle  Sam  fix  his  own  machines. 

try,  which  sets  up  visions  of  a  paperwork 
nightmare  that  would  haunt  the  business 
machine  industry  and  its  customers.  Far 
more  important  than  what  it  would  do 
for  repairmen  working  on  government 
machines  is  what  it  would  do  to  wage 
levels  in  the  entire  industry. 

"The  government  is  applying  a  remedy 
where  there's  no  disease,"  says  Vico 
Henriques,  president  of  the  Computer  & 
Business  Equipment  Manufacturers  As- 
sociation. "Empire-building  to  keep  their 
staff  occupied,"  he  says  of  the  Labor  De- 
partment. The  Washington-based  associ- 
ation— which  includes  giants  like  IBM, 
Xerox,  Burroughs,  Exxon  and  Eastman 
Kodak — is  trying  to  get  the  Labor  De- 
partment to  exempt  the  big  firms  and 
also  is  lobbying  for  a  change  of  the  law  in 
Congress.  But  there's  little  chance  of  an 
exemption,  says  William  Blackburn  of 
Labor's  wage  and  hour  division,  and,  to 


date  at  least,  the  Democratic  Con 
hasn't  been  interested  in  rolling  bad 
of  the  "prevailing  wage"  laws. 

The  companies  say  they  could 
their  work  forces  into  government 
commercial  accounts  (to  keep  the  ii 
ed  rates  from  spreading).  But,  says  H 
ques,  government  equipment  gem 
lags  six  years  behind  the  private  se 
which  means  servicemen  workin 
Uncle  Sam's  hardware  would  hav 
experience  with  advanced  technc 
and  no  incentive  to  learn  it  on  their 

Association  members  do  about  5 
10%  of  their  business  with  the  go' 
ment,  but  some  are  willing  to  give  u 
service  contracts  portion  of  it.  "We 
didn't  want  our  commercial  custo 
to  pay  the  price  for  government  in 
ing  restrictions  upon  our  business,' 
William  Schmick,  government  rela 
administrator  of  Hewlett-Packard 
company  has  decided  not  to  ren< 
$70,000  contract  to  service  Army 
top  calculators  at  Ft.  Monmouth,  N 

"Do  we  raise  everyone's  price  to 
ply  with  this  dumb,  crazy  law?" 
Clifton  Clarke,  Digital  Equipment's 
tomer  service  manager,  which  also 
it  is  giving  up  such  contracts.  "We'n 
willing  to  jeopardize  the  hearts  and 
of  the  market  for  this  piece  of  go^ 
ment  business." 

Pointing  out  some  of  the  probl 
Clarke  notes:  "We  spend  millions  d 
oping  a  little  box  that  is  plugged  ir 
malfunctioning  computer.  Just  lil 
doctor,  the  box  can  diagnose  w 
wrong  and  how  to  fix  it.  So  we  send  i 
entry-level,  $6-an-hour  technician 
the  device.  Now  the  government  cq 
along  and  says  we  have  to  pay  hind) 
same  as  an  experienced  engineer." 

IBM's  contract  renewals  are  con 
due  this  fall,  but  the  company  refusj 
say  whether  it  will  accept  the  sell 
contract  wage  rules. 

Blackburn  of  the  Labor  Departu 
says  that  since  the  government  hi 
set  the  wage  rates  yet,  the  indii 
shouldn't  complain.  "The  indii 
sounds  like  Chicken  Little  crying, 
sky  is  falling,"  he  says.  "Show  me 
scintilla  of  evidence  that  the  Sei 
Contract  Act  is  inflationary  and  I'll 
you  a  drink." 

Significantly,  the  General  Services! 
ministration,  the  government  age 
that  makes  and  administers  the 
tracts,  apparently  has  chosen  to  ig\ 
the  issue  for  years.  It's  afraid  the  go\i 
ment  will  end  up  paying  more  to  gel 
work  done  if  the  big  companies  pull 
"As  companies  refuse  to  service  I 
own  machines,  it  costs  us  more  time! 
effort  to  procure  contracts  and  place 
in  a  weak  bargaining  position," 
Frank  J.  Can,  head  of  GSA's  automi 
data  and  telecommunication  servicei 

That  does  not  seem  to  worry  the  L; 
Department.  ■ 
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The  Gas 
0ption 


Gas:  The  cleanest  way 
to  unlock  coal's  energy. 


\  here's  an  important  proven  alternative  technology  for  mak- 
hg  the  most  of  America's  vast  coal  supplies.  It's  cleaner, 
lore  efficient  and  more  economical  than  burning  coal  with 
icrubbers  to  generate  electricity.  It's  called  coal  gasification. 

We  have  yet  to  build  a  commercial-scale  coal  gasifica- 
;on  plant  in  the  United  States  to  supplement  our  natural  gas 
jupplies,  but  the  technology  has  a  long  history  of  successful 
pplication  in  other  countries.  Consider  its  advantages: 

1.  Gasification  is  environmentally  preferable  from  pro- 
Juction  to  end  use— and  every  step  along  the  way.  For 
istance,  commercial  gasification  plants  would  generally 
smit  only  1  /5  to  1  /10  the  air  pollutants  of  equivalent 
;oal-electric  plants,  and  generate  substantially  less  solid 
i/astes. 

Furthermore,  the  transmission  and  distribution  system 


for  gas  is  more  environmentally  acceptable  because 
it  is  almost  entirely  underground. 

2.  Gasification  would  require  less  of  our  natural 
resources.  Thirty  percent  less  coal  would  be  required  for  a 
coal-gas  plant  than  a  coal-electric  plant  producing  the  same 
amount  of  energy  for  residential  uses.  A  gasification  plant 
would  consume  88%  less  of  our  valuable  water  resources. 

3.  Gasification  would  be  the  best  coal  energy  investment 
for  the  nation.  A  coal  gasification  plant  would  require  about 
half  the  initial  capital  investment  of  a  coal-electric  plant  gen- 
erating the  same  amount  of  useful  household  energy.* 

And  once  delivered,  gas  from  coal  would  cost  consumers 
less  than  half  the  cost  of  electricity  from  coal. 

Coal  gasification  would  not  only  be  the  best  use  of  our 
country's  vast  coal  resources,  it  could  also  play  an  important 
role  in  reducing  energy  imports. 


ENVIRONMENTAL  IMPACTS  OF  EQUIVALENT  COAL  ENERGY  PROJECTS 


GAS  =  High-Btu  Coal  Gasification 
Plant  (250  MMcfd) 


OIL  =  Coal  Liquefaction  Plant  and  Syn- 
Crude  Refinery  (250x10-  Btu.day) 
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Sources  Radian  Corporation.  A  Western  Regional  Energy  Development  Study  Primary  tnvironmental  Impacts  Volume  II  Fii 
All  figures  rounded 


I  Impact  Statement  on  the  Proposed  Kaiparowits  Protect.  U  S  Department  of  the  Interior.  March  197b 


Gas:  The  future  belongs  to  the  efficient. 

"For  more  information  write  to  American  Gas  Association,  Department  1114-17  F  M  1515  Wilson  Blvd  ,  Arlington.  VA  22209 


How  do  you  finance 
a  TV  acquisition 
in  Louisiana? 


Ask  Chicago's  Bank. 

A  small-city  cable  TV  company  had  a  strong  cash  position  and  a  good 
earnings  base.  It  wanted  to  expand  its  media  ownership. 

A  TV  station  in  New  Orleans  was  for  sale.  Price:  $5  million,  an  amount 
almost  equal  to  the  total  assets  of  the  cable  company. 

To  buy  the  station,  the  company  needed  $4  ¥2  million  in  financing. 
That  meant  their  local  midwest  bank  would  need  money  center  support. 
But  few  money  center  banks  have  the  experience  it  takes  to  understand  the 
intangibles  of  the  media  business.  And  from  a  traditional  balance-sheet 
standpoint,  most  would  turn  down  the  loan  request. 

Not  Chicago's  Bank. 

First  Chicago  recognized  the  potential  of  the  investment  and  gave 
prompt  approval  to  their  proposal.  Now  we're  extending  additional  credit 
to  the  company  for  a  new  TV  station  in  Oklahoma. 

Transactions  like  this  make  First  Chicago's  Communications  Group 
the  top  lender  to  the  media  industry.  Our  current  commitments  total  over 
half  a  billion  dollars. 

Our  group  is  vertically  integrated,  our  people  expert  in  all  areas  of  the 
media  business.  We  look  beyond  the  balance  sheet  to  the  profit  potential 
of  an  acquisition.  And  counsel  you  on  value  as  well  as  provide  financing 
that  fits  your  needs— whether  you're  a  CATV  operator,  a  small-city  news- 
paper, or  any  media-related  company. 

We  are  not  brokers.  But  through  our  nationwide  calling  program  we 
often  learn  of  properties  wanted  or  for  sale.  And  we  work  with  brokers  and 
local  banks  to  help  both  buyers  and  sellers. 

If  you're  planning  to  buy  a  broadcast  facility,  expand  a  cable  TV  opera- 
tion, replace  a  printing  press,  build  a  paper  mill,  or  undertake  any  other 
media-related  project,  talk  to  the  people  who  finance  more  of  them  than 
anybody  else.  Call  Bill  Lear,  Vice  President,  (312)  732-6950. 

Whatever  your  business  interests,  from  communications  to  energy  to 
aerospace  and  more,  First  Chicago  can  help.  In  Chicago,  in  one  of  our 
nine  regional  offices  listed  below,  or  anywhere  else  in  the  world,  ask 
Chicago's  Bank. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


Chicago:  William  S.  Lear,  312/732-6950  •Atlanta:  Norman  McClave  111,404/892-0966  •  Baltimore:  Robert  E.  Probasco,  301/547-8700 
Boston:  Robert  G.  Barrett,  617/247-4040  •  Cleveland:  Earle  C.  Peterson,  216/781-0900  •  Dallas:  James  A.  Edwards,  214/742-2151 
Houston:  Clifford  E.  Shedd  111,713/658-1100  •  Los  Angeles:  Richard  D.  Durrett,  213/628-0234  •  New  York:  Donald  Glickman,  212/751-3910 
San  Francisco:  William  R.  Lyman,  415/788-431 1 


©  1979  The  First  National  Bank  of  Chicago.  Member  F.D.I. C 


With  demand  at  near-record  levels,  the  cycli- 
cal cement  industry  is  hell-bent  on  expansion. 
Could  that  mean  overcapacity  is  just  ahead? 


Concrete's  feet 
of  clay 


By  Paul  W.  Sturm 


These  days  the  U.S.  cement  indus- 
try is  riding  high.  Producers  are 
posting  record  profits,  and  supplies 
are  short  in  key  markets  like  California 
and  Florida.  Expansion  is  in  vogue:  Lone 
Star  Industries,  the  largest  producer,  just 
sold  off  its  construction  materials  divi- 
sion so  it  can  spend  $300  million  to 
increase  cement  capacity.  Kaiser  Ce- 
ment got  out  of  gypsum  last  year  and 
wants  to  use  its  $120  million  cash  hoard 
for  cement  acquisitions.  General  Port- 
land, Ideal  Basic  Industries  and  Martin 
Marietta  are  all  building  new  plants  or 
enlarging  existing  facilities. 

Yet  cement  companies  only  recently 
recovered  from  the  industry's  chronic 
overcapacity  of  the  Sixties.  In  1973, 
when  demand  peaked,  price  controls 
kept  them  from  getting  well.  Two  years 
later  they  suffered  the  deepest  consump- 
tion decline  since  the  Depression. 

Now,  with  demand  still  not  up  to  its 
1973  peak,  why  the  rush  to  expand?  "I 
think  we're  in  the  midst  of  a  real  sea 
change  in  cement,"  says  consultant 
Douglas  Queen.  "Today  if  you  take  two 
plants — one  new  and  one  25  years  old — 
operating  costs  don't  differ  that  much. 
But  five  years  from  now  that  won't  be 
the  case." 

Rising  energy  costs  are  the  reason.  Ce- 
ment production,  a  straightforward  pro- 
cess of  "cooking"  ground  limestone  at 


2,700  degrees  Fahrenheit,  requires  in- 
credible amounts  of  heat — making  the 
$4  billion-a-year  industry  the  nation's 
sixth-largest  energy  consumer.  New 
technology,  available  under  license  from 
German  and  Japanese  producers,  is 
grandly  efficient:  An  aging  plant  requires 
perhaps  5.5  million  Btus  to  turn  out  a  ton 
of  cement,  but  a  state-of-the-art  oper- 
ation does  the  same  job  using  just  3  mil- 
lion Btus. 

The  problem  is  that  new  cement 
plants  are  horribly  expensive.  Ideal,  for 
example,  is  building  a  1.5  million-ton 
facility  on  Alabama's  Gulf  Coast  that 
will  cost  over  $250  million — more  than 
the  company  has  earned  in  the  past  eight 
years.  Without  selling  off  other  oper- 
ations, however,  few  cement  producers 
can  afford  such  investments.  Those  that 
can't,  like  Alpha  Portland  and  Penn-Dix- 
ie,  face  a  future  of  selling  a  commodity 
product  with  a  far  higher  unit  cost  than 
their  competitors'.  "No  one  will  admit  it, 
but  it's  obvious  that  several  people  will 
soon  be  forced  out  of  the  business,"  says 
Frederick  Ullman,  a  former  Kaiser  execu- 
tive who  advises  cement  companies. 

One  producer,  California's  Amcord,  is 
already  bucking  today's  trend.  "The  cost 
of  new  cement  plants  is  out  of  sight,  and 
with  all  the  peaks  and  troughs  in  the 
industry  we  just  don't  think  the  return 
on  assets  justifies  the  investment,"  says 
Senior  Vice  President  Harold  Monsor. 
Thus,  even  though  cement  should  pro- 


Firm  cement  profits — for  now 


These  top  five  independent  producers  have  some  27%  of  U.S.  capacity. 


Companies 

Annual 
capacity 
(mil  tons) 

Av  age  of 
plants 
years 

Major 
marketing 
areas 

12-month 
earnings 
thru  June 

Gain  over 
previous 
period 

Recent 
stock 
price 

Lone  Star 

6.9 

13 

nationwide 

4.75 

50% 

24% 

Ideal  Basic 

6.4 

15 

south  central 

4.37 

45% 

25 

Genl  Portland 

4.9 

12 

Florida,  Texas 

2.76 

44% 

157/8 

Amcord 

4.3 

14 

California 

3.80 

51% 

26% 

Kaiser 

3.7 

12 

California 

5.51 

45% 

28 '/2 

Source:  Portland  Cement  Association 

duce  60%  of  Amcord's  $325  million 
this  year  and  80%  of  profits,  ca 
spending  is  going  elsewhere — into 
grain  handling  and  petroleum  servic 

Cement's  bulls,  of  course,  see  th 
ture  a  different  way.  Housing,  expi 
to  bear  the  brunt  of  the  coming  cons 
tion  decline,  accounts  for  less  than 
third  of  cement  use.  If  other,  mor 
ment-intensive  activities,  such  as 
mercial  building  and  highway  or  s 
work,  pick  up,  cement  demand  may 
steady.  The  proposed  MX  missile  sy 
and  synthetic  fuels  projects  would 
require  massive  cement  use. 

Domestic  suppliers  also  think  the 
regain  market  share  from  imports, 
approaching  10%  of  U.S.  consumpj 
Cement  producers  bring  in  product 
as  far  away  as  Japan  to  keep  their 
tomers  happy — though  such  sales  ai 
best  break-even  propositions  becau) 
heavy  shipping  costs;  it  is  a  raj 
thumb  in  the  industry  that  cement 
not  be  sold  economically  more  tharj 
miles  from  a  plant.  So  the  import  \ 
promises  to  be  temporary.  "The 
time  there  was  such  a  big  penetra) 
everybody  was  importing  on  twc 
three-year  contracts,"  explains  om 
dustry  executive.  "Not  now.  We  cai 
back  in  a  hurry  if  demand  falls." 

Whatever  happens  nationwide 
some  locations  cementmakers  seen) 
to  repeat  their  old  errors  of  overe^ 
sion.  With  transportation  costs  h< 
the  industry  operates  as  a  collectic 
regional  markets.  In  general,  sup 
have  been  abundant  in  the  Northeas! 
tightest  in  the  Sunbelt  growth  ai 
Then  there  is  Utah,  where  a  bine 
cement  consumption  has  doubled 
mand  over  the  past  eight  years.  Ii 
sponse,  Ideal,  Lone  Star  and  Martin  . 
ietta  all  have  announced  expana 
there — on  the  assumption  that  sucl 
bust  economic  growth  will  continue 

If,  as  seems  likely,  today's  realities; 
to  long-term  changes  in  the  structu 
the  U.S.  cement  industry,  oversea) 
vestors  may  be  major  beneficiaries.  1 
at  Lone  Star,  which  is  twice  as  big  a 
closest  domestic  competitor,  i 
topped  $1  billion  for  the  first  time 
year— far  below  the  levels  of  huge  E 
pean  and  Japanese  producers.  Yet 
antitrust  laws  make  it  hard  for  large 
mestic  cement  firms  to  expand  I 
while  cash-rich  outsiders  have  free 
Already,  10%  of  U.S.  capacity  is  fore 
owned,  and  the  trend  is  up:  This  spri 
company  controlled  by  Italy's  Ag; 
family  bought  Missouri  Pacific's  F 
Cement,  and  a  group  of  Swiss  and  It; 
investors  acquired  San  Antonio  Portl. 

In  as  basic  a  business  as  cemen 
seems  cruelly  appropriate  that  only 
strong  survive.  The  coming  construe 
slowdown  and  the  spiraling  costs  of 
capacity  will  put  that  premise  1 
uniquely  concrete  test.  ■ 
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Who  provides 
good-paying  jobs  for 
9^000 Americans? 


Who  paid  more  than  $2XA  billion  in  1978  in  wages, 
salaries  and  other  employment  costs  — thus  generating 
a  lot  of  purchasing  power  that  generated  a  lot  of  jobs? 

Who  spent  more  than  $2.8  billion  in  1978  to  buy 
outside  materials  and  services  — thereby  creating  still 
more  thousands  of  jobs? 

And  who  produces  a  material  so  basic  to  the 
American  economy  that  thousands  of  manufacturers 
—and  millions  of  jobs  — depend  on  it? 

Bethlehem  Steel.  That's  who.  Jobs— just  one  of  the 
contributions  Bethlehem  and  steel  make  to  America's 
national  economy. 


Bethlehem 


BlTHlfHEl, 

STEEL 


Bethlehem  Steel  Corporation,  Bethlehem,  PA  18016 
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 0 
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man 


in  your  city  don't  want 
you  to  read  this? 


Arsonists  would  like  you  to  go  on  thinking  there's 

"nothing  you  can  do  to  stop  them."  Because 
when  people  start  doing  something  the  results  are  inspiring 


In  New  Haven,  Connecticut— a  city  where  suspicious  fires 
[  increased  by  over  400%  between  1973  and  1976 -a  new 
ii  anti-arson  program  is  already  paying  off.1  A  $175,000  arson- 
:  for-profit  scam  was  broken  up,  and  the  man  convicted  won't 

1  be  burning  any  more  buildings  where  he's  going  for  the  next 
3-7  years.2 

New  Haven's  program  also  calls  for  potential  arson-for- 
profit  buildings  to  be  identified  by  computer— a  preventive 
measure  to  save  the  inner  city  of  New  Haven. 

Can  your  city  fight  arson  as  successfully  as  New  Haven? 
lEtm  says  you  can. 

We're  developing  pilot  anti-arson  programs,  spreading  in- 
formation, and  tightening  up  our  own  claims  procedures.3 

Mm  also  supports  fighting  fire  with  legislation.  The  recent 
congressional  classification  of  arson  as  a  crime  on  a  level  with 
murder  is  just  a  start.  The  proposed  Anti-Arson  Act  of  1979 
goes  further... it  puts  federal  law  enforcement  tools  in  the 
hands  of  state  and  local  governments^ 

Arson  cost  over  $l-billion  and  700  lives  in  1977.  It's  a 
crime  we  all  have  to  pay  for.  Don't  underestimate  your  own 
influence.  Use  it,  as  we  are  trying  to  use  ours. 

/Etna 

wants  insurance  to  be  affordable. 

New  Haven  is  but  one  exam-  lice  and  fire  departments.  Cities  ($140,000)  to  develop  manuals  how  you  can  help  your  city,  write 

;  of  organized  anti-arson  efforts  with  divided  anti-arson  forces  all  for  national  distribution  on  how  to  John  Barracato  at  /Etna  Life  & 

oving  their  worth.  Seattle,  too  often  fail  to  detect  or  convict  to  prosecute  arsonists  success-  Casualty,  Hartford,  CT  06156. 

ashington  has  reduced  arson  the  culprits.  fully.  We've  hiredjohn  Barracato,       4  Connecticut  recently  passed 

30%;  Tampa.  Florida  by  47%        3/Etna  is  supplying  funds  to  one  of  the  nation's  foremost  arson  some  of  the  toughest  arson  laws 

just  two  years!  establish  two  model  anti-arson  experts  whose  credentials  in-  in  the  country,  and    /Etna  is 

2  New  Haven's  crack  Arson  programs:  for  New  Haven  elude  Deputy  Chief  Fire  Marshal  working  hard  to  get  such  laws  in 
|uad  is  made  up  of  city  inves-  ($97,000)  and  for  the  California  of  New  York  City,  to  coordinate  other  states. This  effort  needs  the 
ators,  prosecutors,  and  the  po-  District  Attorney's  Association  our  anti-arson  efforts.  To  learn  help  of  every  citizen. 


na  Life  &  Casualty 
1  Farmington  Avenue 


irtford.CT  06156  LIFE  &  CASUALTY 


Booming  Foster  Wheeler  may  escape  possible 
takeover  by  McDonnell  Douglas.  But  that 
doesnt  mean  someone  else  might  not  try. 


No  hiding  place 


By  Geoffrey  Smith 


EVERY  INVESTMENT  BANKER  in  the 
country  must  have  called  offering 
his  services!"  says  Foster  Wheeler 
Corp.  President  Frank  A.  Lee  with  what 
he  hopes  passes  for  amused  disdain.  "We 
just  say  we  don't  see  any  reason  to  get 
excited  about  this." 

"This"  is  McDonnell  Douglas  Corp., 
which  quietly  picked  up  a  4.9%  spring- 
board position  in  New  Jersey-based  FW 
several  months  ago.  Foster  Wheeler 
makes  steam-generating  equipment  for 
utilities  and  also  builds  oil  refineries  and 
chemical  plants— to  the  tune  of  $1.5  bil- 
lion last  year.  Engineering  and  construc- 
tion outfits  like  this  look  like  perfect 


takeover  targets,  with  their  fat  order 
backlogs  and  fatter  cash  hoards. 

One  by  one  they  are  being  snapped  up. 
First  to  go  was  Babcock  &  Wilcox  Co., 
whose  shareholders — after  dallying  a 
while  with  ever-ardent  United  Technol- 
ogies Corp. — couldn't  resist  a  flash  $700 
million  bid  (12  times  earnings)  from  Lou- 
isiana's ailing  J.  Ray  McDermott  &.  Co. 
Next  was  smallish  ($268  million  sales) 
Riley  Co.  in  Chicago,  whose  Chairman 
Howard  C.  Warren — sitting  on  48%  of 
the  stock — had  rejected  countless  suit- 
ors. Warren  finally  snapped  up  $97  mil- 
lion (better  than  1 1  times  earnings)  from 
U.S.  Filter  Corp.  Now  McDonnell  Doug- 
las may  be  about  to  take  over  Foster 
Wheeler.  It  is  certainly  a  tempting  target. 


President  Frank  Lee  of  Foster  Wheeler 

"We'd  probably  resist  an  offer  from  McDonnell  rather  strongly.' 


Foster  Wheeler  shares  have  quaq 
in  price  since  the  oil  embargo  of 
and  that  appreciation  is  rooted 
fundamentals.  With  return  on  eqi 
creasing  every  year  since  Frank  Le 
over  as  CEO  in  1971,  FW  has  becoi 
most  profitable  of  the  big  three 
makers  by  a  wide  margin.  So  fj 
year,  while  McDermott  was  losin; 
ey  and  Combustion  Engineering  I 
struggling  to  keep  pace  with  in 
earning  just  10.7%  on  total  capit 
ter  Wheeler  was  earning  19.3%. 

The  memory  of  red  ink  in  19 
1963  made  a  profound  impact  on  L 
his  fellow  engineers,  shaping  their 
ing  to  this  day. 

"Remember  what  Marshall 
used  to  say  on  Gunsmokel"  asks  Lej 
an  easy  grin.  "  'Makes  a  man  wat 
he'd  say  as  he  watched  a  strangt 
into  town  from  Boot  Hill.  Well,  i 
same  thing  with  engineering  crise 
one  of  the  problems  in  our  busine 
you  make  a  mistake  you  have  to  fil 

"Now  when  you're  talking  a 
600-megawatt  boiler  that  looks  lik 
story  apartment  house,  and  some 
begin  to  rupture,  you're  talking  al 
tremendous  amount  of  money.  A  c 
of  those  a  year  and  you're  going  to  1 
loss  position.  And  that's  what  hapj 
We  had  quite  a  few  engineering  pro 
in  our  boiler  business — and  an 
problem  in  the  market." 

Fighting  to  rebuild  its  reputation 
boiler  business  made  Foster  W 
more  conservative  than  its  compe 
"We  have  not  been  as  aggressive  i 
acquisition  program  or  in  our  m 
program  as  Combustion,"  says  Lee 
perhaps  not  as  aggressive  as  Fluor 
in  the  expansion  of  our  process-pla 
pability."  But  Lee  doesn't  regret 
conservatism  for  one  moment, 
recent  controversy  between  Genee 
Hamilton  [of  ITT]  over  whether  t! 
termining  factor  was  bigness  for  bij 
sake  or  return  on  invested  capital  a 
exists.  We're  in  the  latter  camp 
don't  go  into  a  project  unless  the  F 
at  least  15%.  So  we've  tended  to  di 
fy  geographically.  We  didn't  have  ti 
sources  for  nuclear,"  he  says.  "We  \ 
never  have  been  able  to  stay  in 
game.  Of  course,  we're  working  o 
clear  support  engineering  and  may 
to  be  in  advanced  reactors  at  some 

"In  terms  of  acquisitions,  CE 
bought  some  very  large  compani 
offshore  exploration.  Now  that  bus 
tends  to  go  up  and  down  quite  a  bi 
lately  it's  been  depressed.  In  terr 
expansion  in  process-plant  construe 
Fluor  built  that  huge  complex  in  In 
Calif.  Their  staff  grew  tremendous 
just  a  couple  of  years.  Then  it  si 
almost  equally  fast  about  a  year  age 

Nor  does  Lee  feel  FW  is  shut  a 
lucrative  contracts  because  it  is  le: 
versified  and  has  fewer  areas  of  expi 
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OW  THE  NEW  EATON  PROFITS  FROM  CHANGE 


We're  giving  farmers  the  power  to  increase  crop  yields 

by  200  percent. 


You  can  see  them  from  airplanes  -  half-mile 
circles  of  green  in  an  otherwise  brown  and 
arid  land. 

The  circles  come  from  center 
pivot  irrigation,  a  major  change  in 
farming  technology.  A  long  spray 
pipe  swings  slowly  around  a  center 
point,  spreading  moisture  as  it  goes. 
The  pipe  is  mounted  on  wheels  pow- 
ered by  hydraulic 
motors,  which  Eaton 
designs  to  keep  run- 
ning  and  running. 


tlso  profit 
i  change  in 
munications. 


In  spite  of  dirt,  moisture,  and  time. 

Center  pivot  systems  are  so  effec- 
tive, they  can  often  double  or  triple 
crop  yields.  Which  means  more  food 
for  a  hungry  world. 

Achieving  market  leadership  in 
various  technologies  has  helped  us  appnancewntrois. 
grow  to  an  annual  rate  of  $3  billion  in 
sales  -  and  increase  earnings  per  share  by 
45  percent  in  the  last  five  years.  For  the 
complete  story,  write:  Eaton  Corporation, 
World  Headquarters,  100  Erieview  Plaza, 
Cleveland,  Ohio  44114. 


drives  for  cars  and 
trucks... 


F;T-IU 


than  some  competitors.  "In  the  areas  in 
which  we  wish  to  participate,"  he  says 
firmly,  "we  have  either  got  the  technolo- 
gy ourselves  or  it  is  readily  available.  You 
see,  in  the  process-plant  construction 
business  the  customer  normally  buys  the 
process  from  Exxon  or  Chevron  or  Her- 
cules. Where  we  have  expertise  is  in 
building  the  plant  properly  to  the  specifi- 
cations set  forth  by  the  process  licenser." 

What  really  matters  in  landing  con- 
tracts to  build  process  plants  (slightly 


over  half  of  FW's  sales  but  only  a  third  of 
earnings  because  it  is  largely  cost-plus- 
fee  work)  is  the  availability  of  particular 
engineers,  says  Lee.  "The  customers 
know  all  these  people,"  he  goes  on.  "If 
we  don't  get  on  the  bid  list  it  will  be 
because  a  customer  will  say,  'Well,  all 
your  project  managers  who  are  experi- 
enced in  lube  oil  manufacture  are  all  tied 
up,  and  Lummus  [Combustion  Engineer- 
ing] has  four  people  who  worked  on  our 
last  lube  oil  job.'  Similarly,  it's  taken  us 


quite  a  few  years  to  expand  from  rjl 
construction  into  building  chemi 
pharmaceutical  plants  because  oi 
pie  had  to  establish  credibility." 

So  competitive  is  the  biddinl 
there  is  rarely  more  than  a  2%  din 
in  the  final  bids.  As  a  consequencd 
usually  matters  more  than  the  cos] 
project  is  how  it  will  be  executed 
have  to  indicate  exactly  where  yi 
the  work,  whether  you'll  task-fore 
draw  on  departmental  capability 
this  job  would  slot  into  your  m. 
schedule,  whether  you'd  buy  wor 
or  strictly  in  the  U.S.,  how  your 
management  would  work  .  .  .  ,"  l| 
plains  with  obvious  enthusiasm, 
very  interesting  business." 

It  is  also  a  business  with  end 
potential.  President  Carter's  post) 
David  speech  calling  for  a  major  il 
to  coal  and  a  much  heavier  commi 
to  domestic  oil  production  couldi 
Foster  Wheeler  in  both  sides  of  it! 
ness.  It  could  perpetuate  the  c| 
worldwide  boom  in  utility  steamy 
ating  equipment  and  could  revitali 
finery  construction  in  this  co 
which  fell  off  very  sharply  after  19' 

However,  Frank  Lee,  who  soitu 
surprisingly  calls  himself  "a  nat) 
pessimistic  guy,"  isn't  getting  q 
away.  "If  $148  billion  is  spent  for  4 
independence  too  rapidly,"  he  wan 
could  be  dangerous.  It  could  bog 
the  supply  system  and  fuel  inflatid 
in  1974-75.  Because  of  the  tremei 
shortage  of  materials  we  were  buyii 
at  mill  price  but  on  an  auction  n 
and  we  had  to  absorb  a  lot  of  1 
despite  inflation-indexed  contracl 
could  happen  again." 

Lee  can  afford  to  counsel  caution 
ter  Wheeler  already  has  a  recorq 
billion  backlog  and  that  doesn't  inc 
new  $1.5  billion  contract  to  builj 
world's  largest  liquefied  natural  gas 
in  Algeria.  FW  will  be  working  fla 
right  through  even  a  fairly  severe 
sion  and  has  found  that  many  n 
raw  materials  can  be  in  tight  sup] 
the  federal  bureaucracy  were  to 
with  dispatch  on  the  energy  pro 
Lee's  warning  could  turn  out  to  be 
prophetic.  But  perhaps  Washingtoi 
be  counted  on  to  proceed  at  its 
glacial  pace — which  may  turn  out 
precisely  the  right  pace  for  Foster  W 
er  and  for  the  country. 

In  such  a  context  it  is  easy  enou 
understand  McDonnell  Douglas'  im 
in  FW — an  interest  that  Lee  doe: 
reciprocate.  "We'd  probably  resist  i 
fer  from  McDonnell  rather  strongl> 
says,  a  stern  look  darkening  his  ord: 
ly  amiable  features.  What  would  si 
takeover  accomplish,  he  asks?  "I 
think  the  McDermott  deal  worken 
terribly  well  for  Babcock." 

Sounds  like  Frank  Lee  can  take  cs 
himself.  ■ 


"Nuclear  waste  is  no  p^oblt^u" 

When  they  run  out  of  other  arguments,  nuclear  protesters  point  to  radioactive 
waste:  Wherever  it  is  stored,  they  claim,  water  will  seep  in  and  disseminate  the 
lethal  substance,  poisoning  all  forms  of  life  for  generations  to  come.  Nonsense, 
says  Frank  Lee,  who  has  no  axe  to  grind.  "I  don't  think  disposing  of  nuclear 
waste  is  a  problem  at  all,"  he  says.  "We  can  say  that  dispassionately  because  we 
are  not  involved  directly.  Every  time  they  build  a  big  nuclear  plant  we  lose 
potential  coal-fired  boiler  business.  So  it's  to  our  disadvantage  to  push  nuclear 
power.  But  look  at  the  facts:  Nuclear  waste  is  far  less  toxic  than  many  other 
deadly  chemicals  whose  half-lives  are  infinite.  And  there's  relatively  little  of  it. 
We've  only  been  generating  it  for  some  35  years.  We've  been  storing  that  waste 
in  single-wall  metal  cylinders  above  ground — the  worst  possible  way — and 
there's  been  no  disaster. 

"Now  the  disposal  system  I  think  is  the  most  attractive  is  what  is  called 
condensation  and  vitrification — the  Anglo-French  process.  You  condense  the 
waste  to  get  most  of  the  water  and  stuff  out  of  it,  lock  it  up  in  a  glass  casting, 
and  store  it  in  a  salt  mine.  A  salt  mine  because  it's  been  there  for  millions  of 
years  without  change  and  if  there  had  been  any  water  around  there  wouldn't  be 
a  salt  mine.  A  glass  cube  because  it's  impermeable.  So  as  an  engineering 
problem  I  view  nuclear  waste  as  nonexistent.  A  hundred  years  from  now,  we'll 
look  back  at  this  dispute  and  laugh  at  ourselves. 

"lust  for  the  fun  of  it  I  went  on  a  tour  of  the  salt  mine  at  Berchtesgaden  in 
West  Germany  a  couple  of  years  ago.  I  said  to  the  man  who  was  taking  us 
through:  'How  long  has  this  salt  mine  been  here?'  He  replied,  'Geologists  tell  us 
4  to  10  million  years.'  I  said,  'How  long  have  they  been  worked?'  He  said, 
'thousands  and  thousands  of  years.'  I  said,  'How  many  of  these  tunnels  are 
there?'  He  said,  'Nobody  knows!'  And  I  looked  at  the  thousands  of  abandoned 
tunnels  in  that  thing  and  I  calculated  that  in  just  one  of  them  we  could  store  all 
of  the  nuclear  waste  the  U.S.  will  create  until  the  end  of  the  century." 

The  business  about  Berchtesgaden  struck  us  as  a  bit  offhand  (don't  we  have 
any  empty  salt  mines  in  the  U.S.  for  our  own  nuclear  rubbish?),  but  otherwise 
Lee's  woids  made  perfect  sense.  — G.S. 
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yiy  Armco  plastic  pipe  plant 
:ut  inventories  21%  last  pear. 
That  kept  more  than  $350,000 from 
titting  on  the  shelf.' 


Clyde  McNew.  38.  is  a  professional  engineer  who  runs  a  60-man 
Armco  TRUSS  PIPE  plant  in  Greencastle.  Pa 


"lyde  McNew  and  his  Greencastle  people  know  how  to  pinch  pennies.  So  do  the 
est  of  us  at  Armco.  When  you're  as  large  as  we  are  ($4.3  billion  in  1978  sales), 
inching  pennies  saves  big  bucks.  For  instance,  in  the  past  two  years  our  sales  jumped 
18%.  But  our  inventories  and  other  controllable  working  capital  needs  went  up  only 
10. 6%.  At  Armco,  the  difference  between  10.6%  and  38%  means  we  saved  ourselves 
rom  tying  up  $258,000,000.  At  today's  interest  rates,  that's  a  huge  saving.  Two 
/ears  ago,  our  controllable  working  capital  came  to  30%  of  our  total  sales.  Last  year 
ve  got  it  down  to  23.8%.  We  think  we'll  cut  it  even  more  by  the  end  of  1979.  When 
/our  sales  climb  and  you're  able  to  curb  your  costs,  you're  bound  to  profit  and  grow, 
smart  control  of  working  capital  isn't  the  only  way  to  measure  a  ^^^^^ 
:ompany.  But  it's  one  good  way.  Armco  has  more.  ^^""^^ 
\rmco.  General  Offices,  Middletown,  Ohio  45043  ARMCO 


It  used  to  be:  Lucky  is  the  man  with  oil  on  his 
land.  Now  it  is:  Lucky  is  he  who  has  oil 
anywhere  near  his  land. 


Acreage— the 
newest  game  in  oil 


By  James  Flanigan 


When  Mobil  Corp.  agreed  last 
March  to  pay  International  Pa- 
per Co.  $800  million  for  its 
General  Crude  Oil  subsidiary,  it  beat  out 
two  other  bidders  and  focused  attention, 
again,  on  the  rising  value  of  oil  and  gas 
reserves.  Oilmen  from  Wall  Street  to 
Texas  took  out  their  calculators  to  check 
Mobil's  price  against  the  present  value  of 
General's  85  million  barrels  of  oil  and  gas 
equivalent.  It  came  to  nearly  S 1 0  a  barrel, 
the  average  market  price  for  domestic 
oil.  But  most  of  General's  reserves  were 
pre- 1973  oil  that  sells  for  much  less. 
Had  Mobil  lost  its  senses?  Somewhat 


overlooked  in  their  calculations  was  an- 
other significant  part  of  the  Mobil-IP 
deal:  The  oil  company  got  the  right  to 
explore  for  oil  and  gas  (and,  later,  to  de- 
velop for  a  royalty)  on  2  million  acres  of 
the  paper  company's  timberland  in  Ala- 
bama, Arkansas,  Florida,  Louisiana,  Mis- 
sissippi, Oklahoma  and  Texas.  That  was 
the  real  key  to  the  price  Mobil  paid:  In 
today's  fevered  oil  market,  the  very  right 
to  explore  is  precious. 

fust  the  right  to  explore,  mind  you,  and 
Mobil  had  to  commit  to  do  the  job  with- 
in five  years.  But  such  rights — if  they 
could  be  bought  at  all  in  a  block  that 
size- — would  bring  close  to  $200  million 
in  today's  market  for  drilling  prospects, 


what  oilmen  call  simply  "acreage 

Similarly,  exploration  acreage 
key  factor  in  Mobil's  losing  bid  fcj 
isiana  timber  and  oil  producer  E| 
Co.,  just  bought  by  International 
Co.  for  $805  million.  Mobil,  bidij 
tandem  with  Weyerhaeuser  Co., 
have  put  up  $175  million,  halt  fc. 
caw's  oil  reserves  and  half  for  its  ci 
in  Louisiana,  Arkansas  and  Texas. 

Standard  Oil  of  Ohio,  flush  wit 
flow  from  the  Prudhoe  Bay  oilfi 
Alaska,  paid  $97  million  in  June  f 
small  Denver-based  companies 
chief  combined  asset  is  1.5  millioi 
in  the  Rocky  Mountains.  Heads  ol 
to  medium-size  exploration  com 
in  the  Southwest  really  took  ou 
calculators  on  that  one.  Shoot!  the 
tered  happily,  if  that  acreage  is  bij 
that  kind  of  price,  what  must  m| 
worth?  The  stock  of  Beard  Oil 
tiny,   Oklahoma   City-based  coi 
with  almost  2  million  lease  acres  i 
ming,  Colorado  and  New  Mexico, 
from   around   $13   a   share  ovi 
counter  to  the  neighborhood  of  $2 

The  plain  fact  is  that  explorati 
oil  and  gas  in  the  U.S.  is  hotter  thai) 
and  acreage  is  to  exploration  as  i 
tains  are  to  mountain  climbing. 

The  Oil  and  Gas  Journal  in  its  m 
survey  predicts  that  1979  will  see 
record  for  footage  drilled.  This  yes 
see  the  most  wells  drilled  in  20  yeal 
the  most  exploratory — as  opposed 
velopment — wells  in  22  years. 

U.S.   exploration   is   being  sii 


What  the  traffic  will  bear 


An  oil  exploration  company  without  plausible  ground  to  explore  is  like 
a  mountain  climber  without  a  mountain.  Result:  skyrocketing  prices. 


116 


FORBES,  SEPTEMBER 


starts  with  Si 

6 


There's  nothing  new 
about  a  fisherman  hoping 
for  a  little  help  from 
on  high. 

But  when  that  help 
comes  from  a  satellite, 
that's  news. 

Today,  commercial 
fishermen  are  counting 
on  — and  getting— just 
that  kind  of  help. 

Signals  from  satellites' 
600  miles  up,  processed 
by  a  TRW  electronic 
system,  are  helping 
fishermen  find  a  homely 
little  fish  called  the 
menhaden. 


M 


eet  the  Menhaden. 


If  you're  like  most  people, 
you  wouldn't  know  a 
menhaden  if  it  jumped  in  a 
boat  with  you. 

Yet  it  represents  nearly 
half  the  tonnage  of  all  com- 
mercial fish  caught  in  U.S. 
coastal  waters 
every 


year 
of  the 


—  chiefly  because 
high-quality  Q 
fish  meal  and  oil  it  yields,  w 

That  fish  meal  is  used  as  a 
prime  nutrient  in  a  variety  of 
animal  feeds.  And  menhaden 


als  from 
0  miles  up. 


with  data  about  the  earth 
and  its  waters. 

For  example,  these 
space  pictures  can  help 
reveal  ocean  features 
like  sediment  layers, 
depth,  salinity  and 
chlorophyll  content. 
And  where  there's  chloro- 
phyll there's  very  likely 
to  be  phytoplankton  — 
the  basic  food  for  the 
menhaden. 


fish  oil  finds  its  way  into 
products  ranging  from 
margarine  to  paints  to 
lubricants. 


landsat  and  TRW: 
L  Going  fishing  with  a 
photo  from  Outer  Space 


Every  day,  these  Landsat  + 
satellites  send  us 


volumes 
of  information 
about  how  the  earth 
looks.  This  information 
reaches  us  in  the  form  of 
billions  of  electronic  signals. 
Then  a  TRW  system  trans- 
lates and  enhances  them  — 
and  turns  them  into  super- 
clear  color  photos,  packed 


To  a  commercial  fisher- 
man, those  photos  can 
'  be  worth  their  weight  in 
gold  — or  fish. 

They  can  save  a  whole 
'fleet  from  wasting  a  lot 
of  time  looking  in  the 
wrong  places  for  their  catch. 

And  that  means  more 
fish  to  show  for  those  long 
days  at  sea. 

A  COMPANY  CALLED 

TRW 


neously  pushed  and  pulled.  Pushed  by  the 
need  of  oil  and  gas  companies  to  replen- 
ish the  reserves  they  are  annually  deplet- 
ing through  production,  by  pressure  from 
the  U.S.  government  and  public  opinion. 
Pulled  by  the  higher  prices  allowed  for 
new  natural  gas  under  the  Natural  Gas 
Policy  Act  of  1978,  by  the  widening  mar- 
ket for  natural  gas  (which  even  at  its 
highest  deregulated  price  is  a  bargain 
compared  with  imported  fuel  oil)  and  by 
the  promise  of  domestic  oil  decontrol. 

The  price  incentive  is  already  formida- 
ble. Prices  for  new  gas  are  above  $2  per 
thousand  cubic  feet  (mcf)  everywhere 
and  run  up  to  $3  per  mcf  for  the  large 
amounts  being  found  in  places  like  Lou- 
isiana's Tuscaloosa  Trend  (Forbes,  Apr. 
30).  This  compares  with  ceiling  prices  as 
low  as  30  cents  per  mcf  five  years  ago. 

There  are,  in  short,  no  investments 
today  so  attractive  to  an  oil  and  gas  com- 
pany as  simply  developing  more  oil  and 
gas — nor  do  there  promise  to  be  for  a 
decade.  But  the  exploration  prospect,  the 
acreage,  is  crucial.  "Beats  me  how  some 
companies  can  talk  of  exploration  when 
they  don't  have  the  acreage,"  remarks 
Chairman  T.  Boone  Pickens  of  Mesa  Pe- 
troleum. "Acreage  is  the  game. " 

So  oil  companies,  their  cash  flows 
bulging,  are  out  to  secure  drilling  pros- 
pects— damn  the  cost!  Lease  bonuses  are 
like  the  door  fee  at  a  floating  crap  game. 
Such  bonuses  have  risen  dramatically  in 
the  last  three  years  (see  map,  p.  116).  In 
almost  all  cases  they  have  at  least  qua- 


Ashley  H.  Priddy,  57,  chairman  of  Dal- 
las' Sabine  Corp.,  has  been  transform- 
ing his  father's  old  royalty  company 
into  an  oil  and  gas  explorer  and  produc- 
er. A  tall,  meticulously  dressed  Texas 
businessman  with  degrees  in  petroleum 
engineering  and  business  administra- 
tion from  the  University  of  Texas, 
Priddy  saw  years  ago  that  the  royalty 
business  was  petering  out.  It  was  basi- 
cally a  financial  game.  You  went  to  a 
landowner  who  was  receiving  royalty 
payments  from  oil  companies  pumping 
oil  on  his  land.  You  offered  him  imme- 
diate cash  for  a  stream  of  money  that 
he  would  have  received  over  a  period  of 
years.  You  made  your  money  by  dis- 
counting the  cash  flow  and  playing  the 
spread  between  your  discount  rate  and 
what  borrowed  money  cost  you.  But 
landowners  didn't  need  royalty  compa- 
nies as  bankers  learned  to  accept  oil 
reserves  as  collateral.  So  Priddy  plunged 
the  company  straightway  into  explora- 
tion and  warned  the  stockholders  along 
the  way  that  earnings  were  likely  to 
suffer.  As  the  stockholders  were  soon 
to  discover,  he  was  right. 

Sabine  has  roughly  trebled  its  rev- 
enues to  $75  million  since  1974  but  its 
1978  earnings  were  only  $1.41  a  share, 


drupled.  Geoffrey  Hertel,  the  respected 
analyst  at  Houston's  Rotan  Mosle,  says  a 
major  problem  of  the  1980s  will  be  a 
shortage  of  drilling  acreage. 

Nor  do  swelling  lease  prices  threaten 
to  capsize  the  boat.  Ashley  Priddy,  chair- 
man of  Sabine  Corp.,  a  Dallas-based  ex- 
ploration company  (see  box),  points  out 
that  the  cost  of  acreage  is  still  a  minor 
consideration  when  a  deep  well  can  cost 
$3  million  to  $6  million.  Even  at  $100  an 
acre,  and  depending  on  spacing  regula- 
tion— usually  a  mile  between  deep 
wells — a  reasonable  drilling  prospect 
might  be  had  for  only  $128,000,  some 
2%  to  4%  of  the  total  well  cost. 

Who  has  the  acreage?  How  does  a 
company  get  it  if  it  needs  it?  As  might  be 
expected,  the  major  oil  companies  have 
the  heftiest  amounts  of  undeveloped 
lands  or  leaseholds.  But  the  lineup  on 
acreage  is  significantly  different  from  the 
lineup  on  assets.  Standard  Oil  of  Indiana, 
the  Chicago-based  company  that  stayed 
home  all  those  years  when  other  oil  com- 
panies went  abroad,  has  some  23.5  mil- 
lion acres  under  lease  or  ownership  in 
the  U.S.,  plus  a  reputation  as  the  best 
company  in  domestic  exploration.  Stan- 
dard Oil  of  California's  Chevron  U.S.A. 
unit  enjoys  a  good  reputation  too,  and 
possesses  7.7  million  acres.  Gulf  and 
Shell  have  some  12.5  million  to  13  mil- 
lion acres  each.  Mobil  has  only  5  million 
but  is  aggressively  adding  to  its  position. 
Exxon  has  1 1.3  million. 

However,  it  is  the  smallish  exploration 

Up  from  royalty 

unchanged  from.  1974.  This  year  earn- 
ings will  remain  flat,  says  Priddy,  ex- 
plaining without  much  concern  that 
"we've  been  drilling  dry  holes."  The 
dry  holes  include  a  whopper  in  Louisi- 
ana for  which  Sabine's  share  of  the  cost 
is  $2.5  million. 

So  why  is  Sabine  selling  at  $39  a 
share,  32  times  earnings,  on  the  New 
York  Stock  Exchange?  First  of  all,  be- 


Sabine  Corp.  Chairman  Ashley  Priddy 
Besides  the  reserves,  pluses  galore. 


companies  for  whom  acreage  ho  i 
carry  the  greatest  significance.  P I 
tionately  their  holdings  can  be  I 
times  greater  than  the  majors'.  Gagl 
erer  and  explorer  Texas  Oil  &  Gil 
example — under  $1  billion  in  both  I 
and  revenues — holds  net  working  I 
ests  in  4  million  undeveloped  lease  I 
Companies  that  would  fit  in  a  rrjl 
pocket  hold  valuable  exploration; 
And  the  majors  are  coming  to  thenj 

With  rising  energy  prices,  the  rrjl 
once  scornful  of  any  prospect  wit] 
than  mammoth  potential,  are  now| 
ing  to  get  involved  in  drilling  for  n) 
ate  amounts  of  oil  or  gas.  "We  fine 
[the  majors]  coming  to  us  to  ask 
drilling  deals,"  says  Jon  Brumley, 
dent  of  Southland  Royalty.  "Boy,  i| 
a  change  from  the  past,"  chimes  in 
braith  Weaver,  Southland's  chairmj 

Basically,  there  are  three  ways  1 
tain  drilling  rights:  lease  auctions  II 
states  or  by  the  federal  goverm 
which  owns  761  million  acres  of 
including  vast  stretches  of  the  B 
Mountains  where  the  most  excitinj 
discoveries  are  being  made;  pi 
transactions  with  the  companies  oi 
viduals  owning  the  land;  farm-on 
which  companies  can  drill  their  wa' 
a  half  share  in  a  lease  by  doing  the 
and  paying  most  of  the  drilling  cos) 

Thus  acreage  is  the  game  for  j 
exploration  companies  whose  kl 
edge  of  where  to  lease  land  exceeds 
supply  of  capital  for  drilling.  Stor 


efforts  accounting,"  which  means 
holes  are  expensed.  Through  a  comb 
tion  of  discoveries  and  acquisition, 
bine  actually  offset  production  anc 
creased  its  oil  and  gas  reserves.  Mo; 
all,  because  the  present  value  of  til 
reserves  has  been  attested  to  by  DeC 
yer  &  MacNaughton  at  $240  millioi 
roughly  $39  a  Sabine  share. 

This  stock  price  buys  pure,  provei 
and  gas  reserves,  with  the  rest  of  Sal 
going  for  free.  The  rest  includes 
and  uranium  leases;  leases  on  476, 
net  undeveloped  acres  of  oil  and 
perpetual  royalty  and  mineral  lease: 
another  770,000  acres.  The  unde 
oped  lease  acreage  is  carried  on  Sabi 
books  at  $28  million.  Charles  Strai 
Houston's  Underwood,  Neuhaus  « 
mates  its  value  at  $48  million.  Sal 
has  200,000  lease  acres  in  extren 
active  western  Canada,  where  va; 
are  rising  fast,  says  Priddy.  But 
more  interested  in  buying  acreage 
Canada  than  selling.  Sabine  has  tl 
major  discoveries  in  Canada,  is  par 
pating  in  60  wells  this  year.  Pri 
didn't  move  beyond  the  royalty  b 
ness  to  become  a  lease  broker, 
wants  to  build  a  big  company.  And 
made  a  start. 
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EXPENSE  AND  TIME  REPORTING  PROCEDURES 


PIO^EDURES  -  1  ii 


The  Ibspense  and  Tm^Rgpart  fenff^g  used  in  reporting  both  Client 
Ho-orsYnd  Expenses.  Bjiiii  nlgt^t)^  ccrrpleted  and  turned  in  to  the 

Cash>«*vio  later  than  noon  of  the  seconcr-v^jrking  day  following  the  15th 
31st  of  each  month. 


An  employee  who  drives  his  car  on  oatrpany  business  is  allowed  20*  per 
irile  to  cover  auto  expense. 


kit  lf?£,t 


sh  advances  of  up  to  Sitfp  require  the  prior  approval  of 
super-/: -or  of  the  frplcyec-  naking  the  request.    Advances  of  $200  or  TV./ 
note  irr.ist  also  be  approved  by  Senior  Manager«^t>.--S4ajpre  than  £100      U  ft 
in  currency  will  be  civen  for  anv  advance;  tha^ba lance  >sjst  be  taken 
in  th>  form  of  a  check.  v___ — — ■  ——S^^'/i^f^' 

If  art  errployee ' s  expense  reports  are  not  settled  promptly,  further 
cash  advances  say  be  yd  ad.    Any  extraordinary  outstanding  cash  n>C  C 

advances  not  set^X^ropptl-^  nay,  at  the  discretion  of  Senior  '  ^  . 

Management,  bj»^l  lusted"  if/  equivalent  payroll  deductions. 


The  Assistant  Department  Head  saw  the  report, 
revisions. 

Tohelp  vou  cope  with  success  like  these, 

turnaround  time.  .Vrtromcally  store 

That's  because  out  systems  *aton,c  y 

documents  as  they're  bemg  W^^,  d  then 
Imply  recalls  the  text  on  a  drsp ^        "  hs, 

chants  margins,  or  whatever.  Then  the 


Whach  Zr*  a  major  savrngs  of  time  and  money  for 

We'll  show  vou  how  Xerox  can  onei ^ 
perfectly  suit  your  typing  and  revisrng  needs. 

Whether  your 
needs  are  minor. 

Or  "minor." 


XEROX 


.,„  Mask., FfawanorTexas.cUcollect  214-352-5138 


_ 


JjRACIOUS 
(^ra/shas),  adj. 
L  Characterized  by 
£ood  taste,  comfort  or 
ease.  2.  Elegant  or 
leisurely.  3.  Disposed 
to  show  £race  or 
favour. 


Inn  on  the  Park 

London.England 

Call  your  Travel  Agent  or  Toll  Free 
New  York  State  800-462- 1  1  50 
Elsewhere  in  Continental  U.S. 
800-828-1  188. 

Four  Seasons  Hotels 

London,  England  (Inn  on  the  Park) 

Chicago  (Ritz -Carlton) 
San  Antonio  •  San  Francisco  (Clift) 
Washington  DO  Houston  1  98  1 
Israel  ■  Montreal 
Ottawa  •  Belleviile 
Toronto  (Four  Seasons,  Yorkvi(le) 

Toronto  (Inn  on  the  Park) 
Calgary  •  Edmonton  •  Vancouver 


profitable  deals  abound.  Sabine  Corp.'s 
Ashley  Priddy:  "A  few  years  ago  we  saw 
an  opportunity  to  buy  94,000  acres  in 
Mississippi  for  $1.26  million.  Amoco  [In- 
diana Standard]  came  along  shortly  after 
arid  offered  us  twice  that.  We  sold  half 
the  acreage  at  $27  an  acre.".  President 
Billy  Joe  Pevehouse  of  Midland,  Tex.- 
based  Adobe  Oil  &  Gas:  "We  had  a  half 
interest  in  200,000  acres  in  Manitoba. 
Shell  is  going  to  pay  all  the  exploration 
and  drilling  cost  to  earn  a  half  interest. 
We'll  still  have  25%." 

"The  key  to  acreage,"  says  Brumley  of 
Southland  Royalty,  a  $184  million  (rev- 
enues) seasoned  exploration  company, 
"is  that  it  gives  us  flexibility.  We  can 
develop,  share  development,  sell."  De- 
pending on  the  lease  term — five  years  in 
active  areas,  ten  elsewhere — the  smaller 
outfits  may  allow  richer  companies  to  do 
expensive  geophysical  work,  waiting  for 
an  area  to  get  hot  before  committing 
scarce  capital  to  drilling. 

Like  real  estate,  acreage  is  supremely  a 
matter  of  location.  In  the  hot  spots  of  the 
Overthrust — southwestern  Wyoming, 
northeastern  Utah — leases  could  go  for 
$1,000  an  acre.  In  southern  Utah  they 
may  still  bring  50  cents  to  $1. 

Naturally,  if  there  is  a  strike  in  Utah 
near  the  acreage  held  by  a  small  com- 
pany, a  lease  on  the  books  at  50  cents  an 
acre  could  balloon  100  times  in  value 
overnight.  Which  is  one  reason  that  se- 
curities analysts  have  begun  looking  at 


small  companies'  acreage  positic 
their  estimates  of  value.  Charl 
Strain  of  Houston's  Underwood, 
haus  &  Co.,  a  petroleum  engineei 
an  M.B.A.,  has  compiled  estimates 
value  of  undeveloped  acreage  he 
small  companies  (see  table). 

It  needs  to  be  emphasized  that  a< 
is  a  very  raw  statistic.  A  companj 
possess  leases  even  in  North  Dai 
site  of  the  Williston  Basin,  current! 
U.S.'  most  active  exploration  area 
its  leases  may  not  be  near  the  real  aj 
North  Dakota — 45.2  million  acn 
area — is  a  big  place. 

But  that  said,  a  company  with 
age  is  in  a  better  position 
day's  environment  than  a 
pany  without.  The  price  of  hydrocai 
seems  to  be  going  up  relentlessly 
their  rise  makes  exploration  attract 
more  areas,  makes  more  and  smalll 
posits  economic.  As  if  to  underlie 
point,  drilling  is  once  again  actil 
Pennsylvania,  birthplace  of  the  oil  ij 
try  120  years  ago.  This  time  the  dl 
are  after  pockets  of  natural  gas. 
acreage  in  the  active  areas,  southe 
Pittsburgh  or  over  near  State  Col 
which  used  to  go  for  free  or  a  nomir 
a  lease,  now  costs  $10  an  acre. 

"If  prices  keep  escalating,  you'l 
people  cracking  rocks,"  says  Adobe 
Billy  Joe  Pevehouse  contentedly, 
the  man  or  company  that  owns  the 
under  the  rocks.  ■ 


The  acreage  kicker 


Proven  reserves  are  one  obvious  measure  of  an  energy  company's  value.  Lf 
obvious  is  the  value  placed  on  a  company's  undeveloped  acreage.  As  the  tat 
shows,  some  relatively  little-known  exploration  companies  have  surprising 
strong — and  valuable — acreage  positions. 


Estimated  value 

Estimated 

Proven  reserves 

($  millions) 

breakup 

Mar 

oil 

gas 

undeveloped 

value 

pri 

Company                     (mil  bbls) 

(bil  cu  ft) 

reserves 

acreage 

per  share 

8/8/1 

Adobe  Oil  &  Gas 

21.5* 

237.0 

$  226.1 

$  55.0 

$  40.13 

34 

American  Quasar 

6.0 

161.0 

164.9 

50.0 

19.33 

23 

Apache  Corp 

0.5 

100.7 

83.4 

21.7 

27.19 

23. 

Beard  Oil  Co 

1.5 

14.0 

17.7 

21.6 

18.62 

19 

Energy  Reserves 

23.3 

272.1 

316.7 

33.5 

7.08 

67 

Gen  Amer  Oil  of  Texas 

78.8 

535.1 

758.2 

73.2 

62.80 

58i 

Houston  Oil  &  Minerals 

22.6 

647.2 

847.5 

38.8 

26.50 

19 

Inexco  Oil 

9.0 

200.1 

212.4 

72.4 

20.75 

21 

Lear  Petroleum 

0.7 

34.7 

32.2 

48.9 

17.60 

29 

Louisiana  Land  &  Expl  127.2 

880.0 

1,311.2 

211.6 

45.08 

35 

Mesa  Petroleum 

76.1 

1,703.2 

1,122.0 

116.0 

58.82 

64: 

Mitchell  Energy 

70.7* 

445.0 

.  633.7 

25.0 

42.48 

32 

Noble  Affiliates 

23.2 

178.9 

255.5 

29.5 

31.37 

3i 

Patrick  Petroleum 

6.3 

48.8 

76.8 

32.0 

17.02 

14 

Pogo  Producing 

20.3 

337.9 

341.4 

107.0 

15.09 

15 

Sabine  Corp 

21.1 

205.3 

243.1 

48.4 

41.48 

39; 

Southland  Royalty 

129.3 

1,232.5 

1,638.8 

40.0 

62.72 

36! 

Superior  Oil 

169.6 

2,559.0 

1,017.6 

200.0 

897.82 

427 

Texas  Oil  &  Gas 

53.8* 

900.0 

998.5 

207.5 

61.53 

45-" 

Wainoco  Oil 

2.2 

160.9 

112.5 

26.0 

29.14 

22-: 

'Significant  natural  gas  liquids  included:  Adobe,  10.7;  Miichell.  51;  Texas  Oil,  45. 
Note:  Estimated  breakup  values  represent  Underwood.  Neuhaus  &  Co  s  estimate  of  what  another  company  might  be  willing 
pay  for  the  assets  involved  No  value  was  given  for  management,  technical  personnel  or  "going  concern,"  which  in  many  caj 
are  significant  assets.  U.S.  crude  oil  reserves  were  valued  at  a  flat  $6  per  barrel  and  gas  reserves  were  valued  at  35%  to  S096| 
estimated  1979  realizations.  Source:  Underwood,  Neuhaus  &  i 
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IIFS  TIME  10  PLAKT  ASAliU 


The  5-year,  $1.1  billion  capital 
program  we  began  back  in 
1974  has  worked  so  well  we've 
decided  to  launch  another, 
a  $2.3  billion  effort. 

This  time,  we  re  going  to  plow 
the  bulk  of  our  seed  capital  into 
those  large  and  fertile  fields 
of  activity  in  which  we  already 
hold  leading  positions. 

Business  forms  paper  manu- 
facturing, for  example,  newsprint 
and  coated  paper  manufac- 
turing, composite  can  manufac- 
turing, building  materials  and 
office  products  distributing. 

We  know  where  we're  growing. 

We're  specializing,  emphasiz- 
ing high  demand  products,  using 
capital  to  take  advantage  of  our 
major  positions  in  strong 
businesses.  We  know  where  we're 
growing. 

Think  you  might  like  to  grow 
along?  Our  annual  report  might 
just  convince  you  For  your 
copy,  contact  Irv  Liftman,  Investor 
Relations  Manager,  Boise 
Cascade  Corporation,  One  Jeffer- 
son Square,  Boise,  Idaho  83728, 
(208)  384-6326. 


Boise  Cascade 
Corporation 


Ratio 

 1.0   «-  S1-50 

llllll  .llllll  llllll 

73   74   75   76   77   78  73   74   75   76   77   78   79   73  74   7S   76   77  78 

Debt  to  Equity  Annualized  Dividend  Rate         Earnings  per  Share 


Annualized  Dividend  Rate 


Represents  1978  Sales  ol 
Major  Product  Lines  Including  Joint  Ventures 


Anatomy  of  a  new  kind  of  wood  and  paper  company.  -Part  2 


Rockwell  is  more  than 
of  printing  presses  for  ] 
major  US.  newspapers. 


Much  more. 


Our  Rockwell-Goss  web 
offset  presses  are  currently  serving 
publishers  around  the  world.  Last 
year  alone,  major  newspapers  in 
over  80  countries  ordered  200 
Rockwell-Goss  Metroliner  press 
units.  We  manufacture  a  full  line  of 
web  offset  printing  presses,  and 
auxiliary  equipment  and  systems, 
including  some  for  smaller 
newspapers  and  commercial  printers. 

Printing  presses,  however,  are 
just  one  of  Rockwell's  general  indus- 
tries businesses. 

1978 
operating  income 


1978  total  sales 

Rockwell 
International 
is  a  major  multi- 
industry  company,  applying  advanced 
technology  to  a  wide  range  of 
products  —  in  general  industries, 
aerospace,  automotive  and 
electronics.  Following  are  some  exam- 
ples of  our  balanced  diversification. 


Rockwell  is  making  news  with 
many  products  besides  printing 
presses.  We're  one  of  the  world's  largest 
suppliers  of  high-technology  valves  for 
the  energy  market  and  for  general 
industry.  We  also  make  textile 
equipment,  industrial  sewing 
machines,  power  tools  and 
products  for  utilities. 

Our  exten- 
sive technology 


is  also  being  applied 
to  the  world's  growing 
need  for  alternate 
sources  of 
energy.  We're 
involved  in 
projects  for 
nuclear  energy, 
coal  gasification,  flue 
gas  desulfurization, 
and  solar,  wind  and 
geothermal  power. 


We've  built  over  70% 
of  America's  rocket  engines,  including 
the  Space  Shuttle's  main  engines. 


Aerospace. 

(Sales,  fiscal  1978:  $1.4  billion.) 

Rockwell  products  in  th 
broad  category  range  fron 
satellites  such  as  Navst 
to  business  aircraft.  We 
also  have  a  long,  prou 
history  as  a  designer 
and  builder  of  U.S. 
military  aircraft. 

We're  prime  con 
tractor  to  NASA  for  its 
Space  Shuttle  orbite 
and  for  integration  o 
the  entire  Space  Shu 
system  and  selected 
payloads. 


printing  is  now  feasible  on 
resses:  the  Rockwell-Goss 
iner  offers  major  daily 
ipers  improved  speed, 
\y  and  reproduction. 


Rockwell  was  the  first  to  design 
and  build  a  complete  satellite 
communications  earth  station. 


Rockwell's  rocket 
engine  technology  has 
played  a  vital  role  in 
America's  space 
program  —  before  and 
during  all  of  the  Apollo 
moon  missions,  and 
into  the  present  age  of 
the  NASA  Space  Shuttle. 
The  Space  Shuttle 
Main  Engine  (SSME)  we  are 
now  developing  for  NASA 
is  the  most  advanced 
project  in  the  history  of 
rocketry.  Each  SSME  will 
develop  nearly  one-half 
million  pounds  of  thrust  at 
Shuttle  lift-off,  and  maintain 
full  power  for  no  fewer  than 
eight  minutes.  And  each 
SSME  will  repeat  its  per- 
formance on  fifty-five  separate 
lunches,  or  a  total  of  7V2  hours  of 
-ation.  It's  the  world's  first  reusable 
;et  engine,  for  the  world's  first 
;able  spaceship. 

Automotive. 

(Sales,  fiscal  1978:  $1.5  billion.) 


Rockwell's 
styled  aluminum  wheels  can 
lessen  a  car's  weight  up  to  34  lbs. 

One-half  of  the  highway 
lem  tractors  in  North  America  are 
ipped  with  Rockwell  axles  —  and 


more  than  half  of  the  heavy-duty  trucks 
stop  with  Rockwell  brakes.  We're  also 
a  major  supplier  of  drivelines,  me- 
chanical devices,  castings,  reinforced 
plastic  and  other  components  for 
trucks,  trailers,  buses,  vans  and 
passenger  cars. 

Producing  styled  wheels  for 
cars,  vans  and  light  trucks  is  another 
of  our  strong  automotive  capabilities. 
We're  not  only  a  major  supplier  of 
styled  aluminum  wheels  to  the 
automotive  aftermarket,  but  to  a 
growing  number  of  America's  car 
manufacturers  as  well.  We  also 
manufacture  steel  wheels  and 
wheel  covers. 

Electronics. 

(Sales,  fiscal  1978:  $1.3  billion.) 

We're  one  of  the  world's 
leading  suppliers  of  avionics  — 
communications,  navigation  and 
flight  control  equipment  for  air 
transport,  general  aviation  and 
government  aircraft.  We  also  make 
microelectronic  systems  and  devices, 
telephone  call  distribution  systems, 
and  guidance  and  control  systems. 
And  we  manufacture  and  install 
telecommunications  systems  for 
businesses  and  governments 
worldwide. 

In  addition,  we're  playing 
an  important  role  in  bringing  you 
television  entertainment  from  the 
Public  Broadcasting  Service.  Many 
public  television  programs  are  beamed 
into  space  and  bounced  off  a  satellite 
for  broadcast  to  homes  all  over  America 
And  162  earth  stations,  constructed  by 
our  Collins  Transmission  Systems 
Division,  do  the  receiving. 

Together,  they  form  the  world's 
largest  satellite  communications 
network,  and  provide  public  television 
stations  with  added  economy  and 
program  flexibility.  Another  Rockwell- 
built  network  of  192  earth  stations  is 
now  being  completed  for  the  National 
Public  Radio  Service. 


Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's  total  scientific- 
engineering  community.  This 
technological  base  positions  us  for 
leadership  in  each  of  our  product 
areas.  It  also  makes  our  corporate 
slogan, ".  .  .  where  science  gets 
down  to  business,"  a  fact. 

Business  is  good. 

Rockwell 
International's  total 
sales  for  1978  were 
$5.67  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  his- 
tory. Net  income, 
up  23%  over 
fiscal  1977,  was 
$176.6  million, 
generating  a 
record 

$5.02  Earnings 

per  share.  Pershare 

For  more  of  the 
Rockwell  story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


.  where  science  gets  down  to  business 


Faces 

Behind  The  Figures 


Three  beers  for 
Carl  and  Bill 

"My  father  used  to  say  that  if  you 
worked  very  hard,  you  might  get  lucky 
some  day,"  says  Carl  Spielvogel  in  a  dis- 
ingenuous effort  to  sidestep  explaining 
what  appears  to  have  been  a  carefully 
orchestrated  abduction  of  one  of  the  big- 
gest advertising  accounts  on  Madison 
Avenue  by  his  own  fledgling  agency, 
Backer  &  Spielvogel. 

Early  last  month,  Interpublic  Group  of 
Companies,  Inc.  announced  the  loss  by 
its  McCann-Erickson  subsidiary  of  Phil- 
ip Morris'  Miller  Brewing  Co.  (Miller 
High  Life,  Lowenbrau  and  Miller  Lite 
beers)  to  B&S,  an  agency  set  up  only  in 
June  by  Spielvogel,  50,  a  former  vice 
chairman  of  Interpublic,  and  William 
Backer,  53,  a  former  vice  chairman  of 
McCann-Erickson.  Soon  after  the  found- 
ing, in  a  suite  in  Manhattan's  Gotham 
Hotel,  Spielvogel,  chairman  and  CEO  of 
B&.S,  said,  when  asked  about  the  fact 
that  his  new  agency  had  no  business  at 
all,  "Wait  and  see." 

In  the  advertising  world,  a  good  many 
people  figured  that  B&S  had  managed  to 
pry  something  loose  from  Interpublic. 
Some  were  aware  of  SpielvogeFs  close 
personal  ties  with  Philip  Morris'  top 
management.  But  McCann  had  done  so 
well  with  the  Miller  brands — moving 


them  from  seventh  to  second  place,  be- 
hind Anheuser-Busch — that  it  seemed 
unlikely  the  account  that  billed  $72  mil- 
lion in  1978  would  be  taken  away. 

But  by  the  time  half  the  top  creative 
people  who  had  worked  on  the  account 
for  McCann  (including  Backer]  had  come 
over  to  Backer  &  Spielvogel,  it  was  clear 
they  weren't  going  to  sit  on  their  hands 
for  long.  .Though  none  of  the  parties  to 
the  affair  is  saying  anything  meaningful 
for  the  record,  it's  not  hard  to  figure  out 
how  it  happened. 

Back  in  May,  Spielvogel  lost  out  in  a 
bid  to  succeed  Paul  Foley  as  chairman — 
to  no  one's  surprise  except  perhaps  his.  A 
former  advertising  columnist  for  The  New 
York  Times,  Spielvogel  came  to  the  agency 
group  in  1960  as  an  aide  to  then-Chair- 
man Marion  Harper  Jr.  When  Harper  was 
ousted  in  1967,  Spielvogel  managed 
adroitly  to  survive  the  purge  and  then 
move  up  smartly  to  higher  staff  jobs. 
Obviously  miffed  when  Philip  Geier  got 
Foley's  job,  Spielvogel  left.  Backer,  a  vet- 
eran creative  man  at  the  agency,  came 
along  soon  afterward,  and  they  set  up 
their  vehicle  to  take  Miller.  Then  came 
the  other  defections  and  finally  the  big 
account  itself.  This  year  Miller  billing, 
according  to  an  Interpublic  spokesman, 
will  run  to  at  least  $75  million — as  much 
as  $90  million,  outsiders  estimate.  One 
executive  of  another  agency  reflected, 
"It's  probably  on  Geier 's  head  for  not 
mollifying  Carl  and  keeping  him  and  the 
account." 

With  all  the  talk  about  the  new  stabil- 
ity and  dignity  in  the  ad  game,  it's  com- 
forting to  know  that  a  hard  worker  who 
gets  lucky  can  still  start  from  scratch, 
and  get  even  besides. 


Piszek  of  Mrs.  Paul's 


Contrarian  on  Chrysler. 

Frozen  assets 

Some  kind  of  optimism-in-the-f: 
disaster  award  has  to  go  to  Edw 
Piszek,  founder  and  president  ol 
Paul's  Kitchens,  Inc.,  who  not  o 
Chrysler's  largest  private  stockholc 
also,  in  the  second  week  of  Augus 
still  buying  the  stock. 

"It's  going  to  flounder  around, 
won't  sink,"  says  the  62-year-old 
ton  grad,  who  owns  "hundreds  of 
sands"  of  Chrysler  shares.  But  wh; 
would  you  expect  to  hear  from  th> 
with  so  much  to  lose? 

Piszek  has  profited  in  the  past  by 
a  contrarian.  "I  bought  Pan  Am  a 
TWA  at  7  and  Eastern  at  5,"  he  c 
Of  course  he  lost  a  bundle  on  J 
McDermott,  which  he  bought 
Three  Mile  Island  and  sold  aftei 
and  most  of  his  Chrysler  holdin; 
more  than  a  year  old,  which  mean 
got  big  paper  losses,  though  he  wor 
how  much. 

Chrysler's  strengths?  He  g 
"When  a  company  gets  into  serious 
ble,  they  can  do  things  they  coi 
otherwise  do.  At  that  point,  noth 
holy,"  meaning  they  can  cut  peop] 
close  plants  with  impunity. 

Piszek  says  that  even  if  Chrys 
liquidated  he'll  make  a  "handsome 
it."  That's  assuming  the  unlikely 
that  a  fire  sale  actually  could  pr 
the  $2.7  billion  book  value.  After  i 
ing  the  unfunded  pension  liai 
which  might  run  around  $1  bj 
there  would  be  more  than  $25  a 
for  the  common  stockholders.  "I 


Backer  and  Spielvogel  of  Backer  &  Spielvogel 
For  openers,  a  coup  that  shook  Madison  Avenue. 
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If  you  want  to 

succeed  in  the  Middle  East 
talk  to  the  biggest  bank 
in  the  Middle  East 


These  are  some  of  the  people 
who  use  our  billion  dollar 
financing  resources 


Bechtel 
Philips  Ericsson 
Gulf  Aviation 
Norwegian  Government 
Siemens 
Chrysler 
Hyundai 


Why  do  so  many  international  companies, 
institutions  and  government  agencies  depend  on  us 
for  major  financing? 

Because  we  have  the  biggest  assets  in  the  Middle 
East.  We  employ  the  most  advanced  computers  and 
electronic  equipment.  We  provide  the  streamlined 
total  service  expected  from  one  of  the  world's  leading 


financial  institutions.  We  have  in-depth  knowledge  of 
Arabia  —  the  intricacies  of  law  and  government 
procedures.  And  we  offer  the  unique  combination  of 
local  insight  with  global  sophistication  in  banking. 

We'd  like  to  share  our  knowledge  and  success 
with  you. 

Talk  to  us  about  your  own  special  financing 
requirements. 


n 


THE  nRTIODRL  COmmERCIAL  BflriK 

Our  business  is  to  help  your  business. 


Head  Office  P  O  Box  3555,  King  Abdul  Aziz  Street,  Jeddah,  Saudi  Arabia 
Tel:  33580/4,  Telex:  401086  NCBGEN  SJ 


This  could  be  the  most 

ever  made  abo 


Russia's  royal  Romanovs  have  a 
pre-revolutionary  review  of  their 
troops 


Pittsburgh's  steel  furnaces  spark 
America's  Industrial  Revolution 


Robber  barons  are  the  target  of 
trust  busters  and  political 
cartoonists 


Those  long  lines  at  faihnj 
were  a  common  sight  i  n 
Great  Depression 


"Some  Call  It  Greed"  is  a  film  that  every 
American  should  see. 

It's  an  exciting,  eye-opening  52-minute 
documentary  on  the  development  of  America's 
power  and  wealth  in  the  twentieth  century. 

Produced  by  Forbes  Magazine  and  narrated 
by  Orson  Welles,  Lowell  Thomas  and  Robert 
MacNeil,  the  film  has  received  several  1978 
awards  for  excellence  from  international  film 
festivals  in  New  York,  Chicago  and  Greater 
Miami.  It  has  also  received  the  1978  CINE 
Golden  Eagle  and  the  George  Washington 
Honor  Medal  Award  of  the  Freedoms  " 
Foundation  at  Valley  Forge. 

This  is  a  camera-witnessed  history  of  American 
Capitalism  from  Henry  Ford  and  the  first 
assembly  line  to  the  clash  of  power-wielders 
and  power-seekers.  It's  World  War  I  and  World 
War  II.  It's  robber-barons  and  militant  union 
organizers.  The  stunning  impact  on  the  world 
that  the  race  for  profit  spawned.  The  fabulous 
successes  of  our  free  enterprise  system,  with 
a  fair  appraisal  of  its  failures. 

"Some  Call  It  Greed"  reaches  the  mind 
reaching  for  perspective.  Altogether  a  signif- 
icant learning  experience,  even  for  the  " 
knowledgeable,  the  film  has  inspired  com- 
ments such  as  these: 


"It  was  indeed  a  thought  provoking  and 
courageous  film  in  its  presentation  of  both  t 
good  and  bad  of  our  capitalistic  system." 

—  DANIEL  L  YOUNG.  VYDEC 

"It  is  an  excellent  presentation  of  the  20t 
century  history  of  business  in  this  country." 

— R.  L.  O'SHIELDS,  PRESIDENT,  PANHANDLE  EASTERN  PIPE  LINE 

". . .  recommend  that  we  make  the  film 
available  for  viewing  by  as  many  Junior 
Achievers  as  possible. . ." 

-G  J.  TANKERLY.  PRESIDENT  CONSOLIDATED  NATURAL  GAS 

"My  four  daughters  all  have  college  degre 
and  I  just  know  that  they  have  never  gleanei 
from  their  textbooks  the  basis  of  the  develoi 
ment  of  this  country  as  we  saw  it  last  night.  I 
hope  some  day  they  have  the  opportunity  tc 
see  this  movie  and  really  learn  how  this  coui 
got  moving." 

-ALBERT  J  TAMOUSH  CHAIRMAN  FRANK  B  HALL  &  CO 

'"Some  Call  It  Greed1  is  a  penetrating  repc 
of  this  great  nation  of  ours." 

-ROBERT  H  HUNT.  PRESIDENT    CHICAGO  TRIBUi 


ipemng  educational  film 
itierican  business. 


;r  in  every  kitchen 

:s  the  rise  ot  The  Consumer 


The  cornerstone  of  our  allied 
victory  in  WWII  is  American 
production. 


One  catalyst  for  our  great  middle 
class  was  the  U.  S.  labor 
movement. 


Working  wives  and  the  two-income 
household  beget  fast  foods  and 
the  disposable  society 


4ft 


"...a  very  effec- 
ve  treatment  of 
le  incentive  motive 
f  society." 

DR.  A.  LESLIE  LEONARD, 
IESIDENT,  THE  COLLEGE  OF  INSURANCE 


"I  hope  our  high  school  and  college 
usiness  and  economics  majors  all  have 
le  opportunity  to  see  it'.' 

-CHARLES  E  HUWEN.  CHAIRMAN,  HUWEN  &  DAVIES.  INC 


To: 

Some  Call  It  Greed" 
Forbes  Magazine 
60  Fifth  Avenue 
New  York,  N.Y 
0011 


Now  your  company,  school,  library  or 
ther  civic  institution  can  see  Some  Call  It 
ireed,"  and  make  sure  it  is  seen  by  those  who 
'ill  become  the  leaders  of  tomorrow. 

For  more  information  on  how  you  can  rent 
lis  1 6mm.  film  (or  %"  video  cassette)  for  $  1 00, 
ir  purchase  it  for  only  $500,  please  fill  in  and 
eturn  the  coupon.  It  could  be  the  most 
nportant  educational  investment  you've  ever 
lade  for  yourself,  your  community,  or  your 
ompany. 


Please  send  me  more  information  on  how  t< 
obtain  this  film. 

Name  Title   


Company  or  Organization 


Address 


City;  State  Zip 

Telephone  -  


Forum  for  world  leaders. 

When  China's  Vice  Premier  Deng  Xiaoping  landed  in  Wash- 
ington recently,  the  world's  balance  of  power  began  to  change . 

Just  before  leaving  China,  Deng  spoke  freely  to  one 
American  publication  about  the  purpose  and  significance  of 
his  visit. 

As  had  Brezhnev  a  few  weeks  before,  Deng  spoke 
exclusively  to  TIME.  Partly  because  in  TIME  his  ideas 
would  be  spread  among  the  leadership  community  in  all  the 
nations  important  to  an  emerging  China;  and  partly  because 
TIME  has  long  been  recognized  as  the  foremost  journal  of 
news  in  the  world. 

It  is  the  importance  of  TIME  Magazine— known  in  any 
land  or  language -that  gains  it  entrance  to  the  hard-to- 
see.  .  .and  earns  it  more  readers,  by  far,  in  more  countries 
than  any  other  news  magazine. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1979  All  Riehis  Reserved 


Faces 

►ehindThe  Figures 


inies  like  this,"  says  the  onetime 
bell's  Soup  salesman,  "there  is  a 
property  that  is  carried  on  the 
at  very  old  prices."  That,  he  says, 
safety  cushion.  But  some  proper- 
specially  old  factories,  may  bring 
ian  book. 

ek  also  has  the  fish  business  to 
dm  afloat.  A  privately  held  com- 
Vlrs.  Paul's  sells  between  $150  mil- 
nd  $200  million  worth  of  frozen 
icks,  fried  onion  rings,  sweet  pota- 
ld  other  products  a  year. 


Opportunity  lost 

the  DC- 10  grounded  for  so  long, 
many  airlines  losing  revenue  be- 
they  had  few  replacement  planes, 
think  the  airplane-leasing  compa- 
ould  have  cleaned  up. 
not  the  kind  of  benefit  I  look  for," 
leodore  F.  Schlegel,  39,  president  of 
ir,  Tiger  International's  plane-leas- 
n,  "but  it  will  definitely  help  our 
ss."  Short  run,  it  didn't  help  much, 
ike  many  other  aircraft  lessors,  was 
with  its  inventory  way  down  at  a 
hen  the  leasing  market  was  already 

tig- 
got  a  lot  of  phone  calls,"  says 
el,  a  Penn  State  aeronautical  engi- 
ith  an  M.B.A.  from  UCLA.  "Some 
Drs  were  desperate — -they'd  lost  all 
rvenue.  They  wanted  to  talk  about 
tig  with  wings."  Schlegel  had  only 
ine  in  inventory,  a  Boeing  707,  and 

^^HHK—  '  1 


I  of  TigerAir 

r  pi  tone  calls;  one  deal. 


that  went  fast. 

Schlegel  started  his  career  at  McDon- 
nell Douglas  Corp.,  maker  of  the  DC-10, 
and  it  was  just  luck  that  he  didn't  have 
any  of  the  grounded  planes  in  his  fleet. 
"It's  a  fine  piece  of  equipment,"  he  says 
of  the  troubled  DC-10.  "I  think  it's  like 
ail  planes — they  develop  problems.  We 
have  a  few  Cessna  Conquests  in  our  fleet 
now,  and  they're  grounded — it's  just  one 
of  those  things  that  happens." 

In  the  first  half  of  1979,  TigerAir 
earned  $15.8  million  pretax  income  on 
revenues  of  $228.6  million,  compared 
with  $12.3  million  on  $168.8  million  last 
year.  One  reason  TigerAir  has  been 
flying  so  high  recently  is  Schlegel's  deci- 
sion to  get  into  the  short-term  lease  mar- 
ket. "Airlines  come  to  us  when  they 
need  an  extra  airplane  for  a  short  period. 
Other  aircraft  leasing  companies  do  full- 
payment  leases." 

TigerAir  also  just  bought  Aviquipo  Inc. 
from  Lockheed.  A  distributor  and  broker 
of  airplane  parts  and  equipment,  Avi- 
quipo puts  TigerAir  into  a  new  business 
in  14  countries.  "Being  worldwide  gives 
us  more  opportunities  to  take  advantage 
of,"  says  the  Pennsylvania-born  Schlegel. 

What  TigerAir  still  needs,  he  says,  is  a 
network  of  regional  aircraft  service  cen- 
ters which  it  will  probably  have  to  buy, 
rather  than  build.  What  with  the  aircraft 
leasing  business,  refurbishing  jets  for  air- 
line and  corporate  clients,  and  the 
Cessna  dealerships  TigerAir  owns, 
Schlegel  hardly  has  time  to  build  a  ser- 
vice center  business. 

"I  was  finally  able  to  find  the  time  to 
get  my  pilot's  license,"  says  Schlegel, 
"but  my  job  pressures  keep  me  away 
from  flying." 


New  packaging 

The  friendly  old  gent  on  the  round  oat- 
meal box  may  mean  Quaker  Oats  to  lots 
of  folks,  but  that  image  scarcely  suits 
William  D.  Smithburg,  who  recently  be- 
came the  company's  president  and  chief 
operating  officer.  Just  41,  and  boyishly 
handsome,  Smithburg  insists  he  will  not 
overhaul,  but  rather  fine-tune  the  102- 
year-old  Chicago-based  firm  that  in  the 
past  decade  has  grown  from  a  stodgy 
$554  million  national  food  processor  to  a 
$1.7  billion  international  food  and  toy 
conglomerate.  After  all,  he  says,  flashing 
a  broad  toothy  smile,  "I  consider  myself 
a  product  of  the  previous  management." 

Smithburg  is  a  "product"  that  took 
just  13  years  to  develop.  A  former  adver- 
tising executive  with  an  M.B.A.  from 
Northwestern,  Smithburg  joined  Quaker 
Oats  Co.  in  1966  as  brand  manager  of 
Aunt  femima  frozen  waffles.  Two  years 
later  he  revived  the  company's  ailing 
Life  cereal,  and  by  1976  he  was  heading 
Quaker's  $434  million  grocery  division, 
prowling  for  new  markets. 

Within  months  he  took  Ralston  Purina 


Smithburg  of  Quaker  Oats 

Upfront  Aunt  Jemima  frozen  waffles. 

and  General  Foods  head-on  for  a  share  of 
the  lucrative  dry  dogfood  market,  spend- 
ing $28  million  to  promote  Tender 
Chunks  and  win  a  6.5%  market  share 
(behind  Ralston  Purina's  Puppy  Chow 
with  6.7%).  Now  Quaker  is  pushing  pet 
food  (1978  sales  of  $237  million)  along 
with  its  Fisher-Price  toys  ($230  million) 
in  the  growing  European  market. 

Smithburg  looks  at  each  of  Quaker's 
divisions  like  an  investor  perusing  his 
stock  holdings.  "Divisions  that  don't 
achieve  ought  not  to  be  part  of  our  port- 
folio," he  says  with  an  emphatic  wave  of 
the  hand.  Among  the  underachievers 
that  may  be  pruned:  the  restaurant  divi- 
sion (Magic  Pan  Creperies,  Proud  Pop- 
over,  and  Engine  House  Pizza  Co.)  and 
the  chemicals  division,  with  combined 
sales  of  $182  million. 

Quaker  recently  purchased  80%  of 
Chiari  &  Forti,  an  Italian  processed-food- 
maker  and  packager.  Smithburg  is  anx- 
ious to  follow  that  up  by  acquiring  a 
domestic  company  with  a  similarly 
"strong"  consumer  brand  name. 

Where  future  management  is  con- 
cerned, he  wants  to  clone  other  Smith- 
burgs  from  the  pool  of  M.B.  A.s  Quaker  has 
been  stockpiling  in  recent  years.  Outside 
help  for  the  higher  echelons,  he  reckons, 
won't  be  necessary  at  Quaker  for  a  while. 


Rolling  in  it 

In  1960  Garry  Marshall  had  the  lowest 
job  in  television.  He  would  lie  at  the  feet 
of  a  guest  host  on  The  Tonight  Show,  off 
camera,  and  wait  for  the  host  to  quietly 
snap  his  fingers.  On  that  cue  Marshall 
would  whisper  an  instant  gag  to  the 
floundering  celebrity. 

No  one's  snapping  his  fingers  at  Garry 
Marshall  now.  As  executive  producer  of 
some  of  television's  hottest  shows,  the 
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Marshall,  producer  of  Mork  and  Mindy 
In  the  footsteps  of  Lear  and  Tinker. 

44-year-old  Marshall  is  the  successor  to 
such  hitmakers  as  Norman  Lear  [All  in  the 
Family,  etc.)  and  Grant  Tinker  [The  Mary 
Tyler  Moore  Show,  etc.).  His  Mork  and 
Mindy  was  last  year's  top  new  show,  get- 
ting the  fourth  best  Nielsen  ratings  for 
the  season.  Marshall's  Laverne  and  Shirley 
maintained  the  number  one  berth,  and 
his  Happy  Days  and  Angie  also  ranked  in 
the  top  five. 

Syndication,  not  network  runs,  is 
where  the  big  money  will  be  for  Mar- 
shall. He  makes  his  shows  in  partnership 
with  Paramount  Television;  Para- 
mount's  Chairman  Barry  Diller  says  the 
syndication  rights  for  Happy  Days  alone 
will  bring  in  more  than  $259  million  over 
its  rerun  lifetime,-  Laverne  and  Shirley, 
now  being  offered  to  local  stations, 
promises  considerably  more.  Paramount 
takes  more  than  half  the  pie,  but  Mar- 
shall— and  his  two  partners — get  a  good 
slice  of  the  rest  (see  p.  33). 

Marshall,  a  onetime  stand-up  comic, 
states  his  deceptively  simple  philosophy 
with  a  thick  Bronx  accent:  "You've  got 
to  get  21  million  viewers  to  make  it.  You 
get  7  million  with  laughs,  7  million  with 
warmth  and  7  million  with  'something 
different.' "  Nepotism  must  get  him 
something  as  well:  His  sister  Penny 
plays  the  wisecracking  Laverne,  sister 
Ronny  does  casting,  Pop  produces  and 
Mom  has  even  played  an  occasional  cam- 


eo role.  Their  efforts  to  attract  a  mass 
audience  often  concentrate  on  the  most 
important  dial-turners:  kids.  When  the 
character  Mork,  the  misbegotten  "Or- 
kan"  in  Mork  and  Mindy,  needed  a  code 
phrase  from  his  home  planet,  Marshall 
actually  polled  local  children  to  deter- 
mine what  phrase  would  ring  in  their 
ears.  (The  unlikely  "na-no  na-no"  won.) 

Marshall  wrote  for  the  Dick  Van  Dyke, 
Lucille  Ball  and  Danny  Thomas  shows, 
but  when  he  saw  successful  comedy 
writers  idled  because  their  talents  were 
considered  "limited,"  he  decided  to 
broaden  out.  After  some  unsuccessful  ef- 
forts, Marshall  scored  a  success  with  The 
Odd  Couple,  which  ran  for  five  years. 

Even  if  Marshall  retired  tomorrow,  an 
unlikely  event  for  a  man  who  thrives  on 
work  and  exercise  to  the  point  of  playing 
basketball  with  the  cast  and  crew  at 
lunchtime  on  the  lot,  he  could  trade  in 
his  life  of  TV  producing — "rolling  it  out 
every  week,"  as  he  puts  it — for  some- 
thing better:  rolling  it  in  every  week. 

Million  dollar  sure  thing 

There  was  a  tomb-like  silence  when  Tel- 
ex Corp.  Chairman  Roger  Wheeler  stood 
up  and  left  the  room  that  day  in  Septem- 
ber 1975.  "He  came  back  five  minutes 
later,  yelling  and  violent,"  says  Moses 
Lasky,  a  prominent  San  Francisco  law- 
yer. He  had  just  reminded  Telex'  top 
executives  that  they  would  have  to  pay 
him  $1  million  for  filing  one  brief  in  a 
lawsuit  against  IBM.  Lasky  was  guaran- 
teed that  figure  in  a  contract  signed  by 
Telex  President  SJ.  Jatras.  Wheeler 
turned  to  the  company's  lawyer  and 
asked  him  whether  Lasky  was  right.  The 
lawyer  said  yes,  "and  Wheeler  threw  a 
pencil  at  him,"  Lasky  recalls.  Recently  a 
three-judge  panel  in  San  Francisco  or- 
dered Telex  to  pay  Lasky  his  $1  mil- 
lion— plus  interest. 

The  year  1975  had  been  a  turbulent 
time  at  Telex  in  other  ways,  too.  Not 
only  had  an  appeals  court  rejected  the 
company's  $259.5  million  antitrust  suit 
against  IBM,  but  it  upheld  a  counterjudg- 
ment  against  Telex  for  $18.5  million.  Tel- 
ex, in  poor  financial  straits,  couldn't  af- 
ford to  pay.  So  the  company  moved 
quickly  to  bring  the  antitrust  suit  to  the 
Supreme  Court — staying  the  $18.5  mil- 
lion judgment.  It  hired  Lasky,  71,  to  pre- 
pare the  brief  to  convince  the  court  it 
should  take  up  the  case.  A  rejection  of 
Telex'  appeal  would  have  affirmed  the 
judgment  against  Telex. 

On  that  explosive  day  in  the  board- 
room, Wheeler  had  decided  to  go  for  a 
"wash  settlement"  in  which  both  IBM 
and  Telex  would  drop  their  suits.  Then  ■ 
Lasky  pointed  out  that  even  if  the  two 
suits  were  dropped,  Telex  would  owe 
him  the  million  for  having  filed  his  brief. 

How  did  Lasky,  who  was  with  the  San 
Francisco  firm  of  Brobeck,  Phleger  & 


Harrison  for  50  years  until  found 
own  firm  last  month,  get  that 
money?  The  way  Lasky  tells  it 
forced  it  on  him.  "If  Telex  had  got 
on  my  regular  fee  basis,"  says  L; 
his  small,  crowded  office,  "they 
have  paid  less.  The  terms  we 
Wheeler's."  Wheeler  insisted  tha 
receive  a  percentage  of  the  settle: 
not  an  hourly  rate — to  provide  an ' 
tive."  Telex  also  insisted  on  a  ce 
$5  million  and  Lasky  riposted 
floor  of  $1  million  even  if  the  suit 
settled.  But  the  contract  also  sp 
that  Lasky  would  get  nothing  t 
retainer  ($25,000)  if  the  Supreme 
refused  to  consider  the  case.  "Even 
risk  of  not  getting  anything  out 
wanted  to  go  ahead,"  Lasky  says 
quiet,  precise  voice.  "This  was  a  t 
to  see  the  Supreme  Court  settle  tl1 
nopoly  law." 

Just  hours  before  the  Court 
pected  to  decide,  IBM  and  Telex  di 
the  suits.  So  Lasky  sent  Telex 
million  bill.  "Telex  wanted  to  set 
under  $100,000,"  Lasky  recalls  sc( 
ly.  "Its  attorney  was  in  a  wheelcl 
he  hadn't  been,  I  would  have  pickq 
up  and  thrown  him  out  of  my  offic 
took   Telex   to   court.   The  coil 

1 


Moses  Lasky,  San  Francisco  lawyer 
A  brief  that's  more  than  literatim 

claimed  the  contract  was  ambiguouj 
three  judges  found  it  crystal  clear. 

Did  Lasky  earn  $1  million?  He  a 
one  of  his  best  briefs,  and  claims) 
some  of  his  past  briefs  have  been  dij 
"literature."  That  aside,  he  empha) 
"I'm  entitled  to  what  the  contract 
vides."  He  still  hasn't  got  his  m< 
though,  because  Telex  has  applied! 
rehearing.  One  of  its  executives  has| 
hcly  called  the  $1  million  fee  "a  tragj 
A  costly  lesson,  at  least. 
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We  generate  over  100  billion 
kilowatthours  of  electricity  a  year 


...99.7%  without  oil! 


:se  days,  depending  upon  foreign 
:an  be  uncertain  and  costly.  To  say 
least. 

S  A.E.P  oil  is  not  our  fuel  for  power 
eration. 

pal... abundant  American  coal... 
jr  main  fuel. 


We  burn  over  37  million  tons  a  year. 
And  we  burn  it  in  conformance  with 
current  Clean  Air  regulations. 

We  also  operate  our  own  extensive 
coai  transportation  fleet.  We  have 
available  3,200  rail  hopper  cars,  510 
barges  and  26  towboats. 


The  coal  we  burn  is  the  equivalent  of 
saving  140,000,000  barrels  of  oil. 

That  helps  our  country,  our  cus- 
tomers and  our  shareholders. 

Conserve  oil7 

We've  been  doing  it  for  72  years! 


American  Electric  Power 

we  see  a  busier,  better  America 


palachian  Power  Co.,  Indiana  &  Michigan  Electric  Co.,  Kentucky  Power  Co.,  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 


What  he  likes  about  IrP  has  lit 


When  the  results  of 
Louisiana-Pacific's  second 
quarter  came  across  the  wires, 
Chuck  Putney  smiled.  Twice. 

The  first  was  professional. 
Because  as  a  stockbroker  with 
Blyth  Eastman  Dillon  &  Co.,  he 
has  been  counseling  institu- 
tional and  individual  investors 
about  the  merits  of  L-P  stock 
for  some  time  now. 

But  there  was  personal 
satisfaction  as  well.  Because 
Chuck  Putney  takes  the  good 
advice  he  gives.  And  when 
sales  and  earnings  shot  up 
35  percent  over  the  same 
quarter  last  year,  he  reacted 
like  a  typical  stockholder. 

"Listen,  with  two  teenage 
daughters  and  looking  ahead  to 
retirement,  every  investment 
counts.  And  believe  it  or  not,  I 
don't  make  that  many.  I  put  my 
serious  money  in  what  I  call 
value  situations  . . .  and  I  buy 


two  things  basically.  The 
dustry  and  the  managemi 
"The  forest  products  indi 
regardless  of  short  terr 
fluctuations,  is  heade 
period  of  sustained  d 
And  L-P  has  the  brig 
aggressive  manage 
to  take  advantage  o 

And  our  second 
quarter?  "Nice.  Bu 
doesn't  excite  me  r 
as  much  as  the  lor 
term  outlook  fort 
company.  That's 
I'm  banking  on." 


f 


do  with  our  record  quarter. 


65.7°/ 


Company  owned  timberlands 

Percentages  reflect  yearly  increase  over  1972 


23  6% 


72        73  74  75  76  77 


acres 
2,869,000  r- 


2,633.000 
2.480.000 


1.591,000 
1.549.000 


218.8% 


Total  acres  including 
company  owned  175.6% 
timberlands 


Percentages  reflect 
yearly  Increase 
over  1972 


192.6% 


44.4% 


'The  growth  in  timber  acres  occurred  despite  the  loss  ot  25.600  acres  of  timberlands  to  expand  Redwood  National  Park 


t  Louisiana-Pacific,  we're 
ig  everything  we  can  to  live 
o  those  expectations, 
ause  we  know  Chuck 
:ney's  future,  and  the  future 
•fover  73,000  other 
investors  from  all  walks 
of  life  depends  at  least 
in  part  on  our  finan- 
cial performance. 
That's  why  we, 
and  every  other 
corporation  in 
America,  are 
concerned 
about 


things  like  earnings,  funds 
generated  from  operations  and 
dividend  growth. 

And  we'd  like  to  take  this 
opportunity  to  salute  the  men 
and  women  in  Putney's  pro- 
fession, the  stockbrokers  who 
provide  the  vital  information 
investors  need  to  take 
advantage  of  America's  great 
equity  system. 

As  for  the  details  on 
Louisiana-Pacific,  here's  how 
we  fared  last  quarter: 

Earnings  hit  a  record  $30.3 
million,  up  35  percent  from  the 
$22.5  million  earned  in  the 
comparable  1978  quarter.  Sales 
were  also  the  best  in  L-P  history, 
jumping  to  $333.5  million,  a 
35.4  percent  increase  over  last 
year's  $246.4  million. 

Return  on  sales  was  9.1 
percent,  while  net  income  per 


share  exceeded  $1.00  for  the 
first  time,  hitting  $1.04  for  the 
quarter  compared  to  $.78  in  the 
second  quarter  of  last  year. 

It  was  not  only  a  record 
quarter,  but  a  record  first  half. 
Because  of  Louisiana-Pacific's 
current  financial  strength  and 
balance,  we  anticipate  the  year 
1979  also  will  be  a  record  setter, 
despite  the  prospect  of  a  recession 
and  the  slowdown  in  housing 
expected  in  the  final  six  months. 

For  an  in-depth  look  at  L-P's 
recent  performance,  write  for  a 
free  copy  of  our  interim 
financial  report  to:  G.  R.  Griffin, 
Louisiana-Pacific,  Dept.  FB 
1300  S.W.  Fifth  Avenue, 
Portland,  OR  97201. 


Louisiana-Pacific 

Helping  the  forest  work  for  people 


Ticker  symbol  -  LPX  •  NYSE  newspaper  symbol  -  LaPac 


You  don't  think  coal  is  part  of  our  business! 


■ 


Peoples  Gas  sells  6  million  tons  a  year. 

Prior  to  1978  we  weren't  even  in  the  coal  business.  Today, 
through  our  Industrial  Fuels  subsidiary,  we  sell  coal 
produced  by  our  own  mines  and  other  suppliers  to  140 
industrial  and  utility  customers.  These  operations  cover  19 
states  and  the  District  of  Columbia. 

In  addition  to  electric  utilities,  the  company's  major 
customers  include  large- volume  steel,  cement,  automobile, 
and  other  industrial  manufacturers. 

The  acquisition  of  Industrial  Fuels  Corporation  is 
another  example  of  the  growth  of  Peoples  Gas  as  a 
diversified  energy  company.  And  this  versatility  enables  us 
to  better  serve  our  customers,  and  our  investors. 

Peoples  Gas  Company 

Managing  energy  is  our  business:  Natural  Gas  •  Oil  •  Coal 

Expl<  >ration  •  Production  •  Transmission  •  Storage  •  Distribution  •  Mining  •  Marketing 


Forbes 


MONEY  &  INVESTMENTS 

Wanted: 
a  locomotive 


ere  is  anything  economists  like 
than  arcane  mathematical  formu- 
:  is  the  use  of  bad  metaphors.  Re- 
)er  the  "locomotive"?  Germany 
oing  to  be  the  powerful  locomotive 
vould  pull  the  world  out  of  the  re- 
in of  the  mid-Seventies  by  "reflat- 
ts  economy.  A  reflated  locomotive, 
a  horror! 

iny  rate,  this  peculiar  piece  of  raa- 
ry  was  supposed  to  draw  foreign 
into  Germany,  thus  getting  the 
f  the  world  rolling.  The  Germans, 
/er,  remembering  what  monetary 
sion  did  to  them  in  the  1920s, 
.'t  getting  sucked  in.  They  refused 
ke  their  boiler  and  thus  avoided  the 
;d-up  inflation  that  the  U.S.  suf- 
-and  is  still  suffering. 
I  a  good  thing,  too.  With  a  madman 
throttle,  Iran  is  out  of  control.  The 
n  crisis  gave  OPEC  the  opportunity 
1  oil  costs  up  by  35%  in  Western 
e  but  at  the  same  time  created  such 


chaos  that  neither  Iran  nor  the  other 
OPEC  countries  can  spend  what  they  are 
taking  in.  Thus  we  have  inflation  and 
deflation  at  the  same  time:  inflation  of 
prices  and  deflation  of  economic  activ- 
ity. So,  who's  going  to  pull  the  world  out 
of  recession  this  time?  Nobody. 

Listen  to  this  report  issued  by  the  West- 
ern European  Organization  for  Economic 
Cooperation  &  Development:  "GNP 
growth,  essentially  because  of  the  defla- 
tionary effect  on  demand  of  unspent 
OPEC  earnings,  is  likely  to  be  reduced  to 
around  2%  instead  of  the  2  !4%  forecast." 

Beyond  this  purely  mechanical  im- 
pact, the  organization's  economists  as- 
serted, "there  is  some  possibility  that 
demand  will  be  weaker  than  assumed 
because  of  waning  confidence  in  the  pri- 
vate sector,  a  tightening  of  macro-eco- 
nomic policy,  or  a  more  marked  slow- 
down in  the  U.S."  Thus,  the  report  con- 
cluded, the  actual  rise  in  OECD  activity 
would  be  lower  than  that  2%. 


The  Economy 


Private  forecasters  agree  with  this  log- 
ic— and  go  beyond  it — in  pointing  to 
worldwide  recession.  Merrill  Lynch  Eco- 
nomics, Inc.  anticipates  that  German 
growth  will  slow  from  a  3.7%  rate  this 
year  to  1.5%  in  1980.  The  U.K.  will  be 
down  to  0.5%  this  year  from  2.7%  in 
1978  and  will  accelerate  only  a  bit  next 
year.  In  Japan  real  growth  should  fall 
from  5.9%  last  year  to  5.0%  and  then  to 
3%  in  1980. 

American  Express  International  Bank- 
ing Corp.  takes  a  dim  view,  too,  conced- 
ing that  U.S.  growth  is  likely  to  be  only 
1%  this  year.  Next  year's  U.S.  recovery 
should  be  about  2.4%— not  the  3.8% 
originally  anticipated,  says  Amex. 

Stock  market  investors  realize  this  al- 
ready. That  is  why  the  indexes  of  share 
prices  in  Europe  and  Japan  seem  to  have 
topped  out  and  have  been  declining. 
Why,  then,  is  the  U.S.  stock  market  act- 
ing well?  With  Europe  facing  worse  than 
anticipated  conditions,  money  is  start- 
ing to  shift  into  U.S.  equities. 

Are  all  economic  results  going  to  be 
adverse?  Happily,  no.  There  should  be 
cooling  of  inflation — substantial  if  busi- 
ness goes  downhill  as  rapidly  as  some  of 
the  forecasts  now  contend. 

So,  thanks  for  that,  Mr.  Khomeini.  But 
no  thanks  for  what  you  are  doing  for  the 
standards  of  living  of  the  industrialized 
world  and  to  the  already  flimsy  hopes  of 
the  poorer,  nonoil  countries.  Anyhow, 
we  can  now  forget  about  the  German 
locomotive  and  concentrate  on  keeping 
the  international  economy  from  going 
completely  off  the  tracks.  ■ 


Buy  American? 


Investors  who  put  their  money  into  foreign  stock  markets  have  probably  done 
better  than  those  who  kept  their  money  here.  But  with  Europe  now  facing  deep 
recession  in  1980,  as  the  U.S.  recovers  from  one,  their  money  should  come  home. 
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MONEY  &  INVESTMENTS 


All  bonds  are  not  created  equal. 

SOME  STORIES 

WORTH 
LISTENING  TO 


By  Ben  Weberman 


Just  as  there  are 
"special  situations" 
in  stocks,  so  there 
are  special  situa- 
tions in  bonds.  One 
way  of  defining  a 
special  situation  is 
this:  an  investment 
that  has  merit  not 
generally  under- 
stood by  or  visible 
to  the  general  public. 

Bond  people  prefer  to  call  these 
"story  bonds" — meaning,  in  effect, 
that  salesmen  have  to  work  extra  hard 
to  get  customers  to  accept  these 
bonds.  Since  few  people  like  to  listen 
to  long  stories,  these  bonds  usually 
sell  at  a  discount  from  similar  bonds 
without  a  story.  They  are,  in  short, 
bargains,  special  situations. 

In  my  last  column  I  talked  about 
Washington  Public  Power  Supply  Sys- 
tem bonds  that  finance  nuclear  proj- 
ects. These  bonds  carry  a  relatively 
high  yield  because  of  the  nuclear  label. 
Peopie  think:  What  would  happen  if 
the  antinukes  got  the  plants  shut 
down?  So  they  shun  the  bonds.  The 
real  "story"  is,  however,  that  there 
are  guarantees  for  the  "project  1,  2 
and  3"  bonds  beyond  revenues  from 
the  nuclear  plants.  Project  4  and  5 
bonds  do  not  have  the  guarantees. 
The  entire  Bonneville  Power  Admin- 
istration stands  behind  the  former — 
and  Bonneville  can  call  on  Uncle  Sam 
for  cash  if  needed.  Nuclear  bonds  they 
may  be,  but  behind  them  stands  the 
federal  government. 

The  same  is  true  of  certain  New 
York  State  Power  Authority  and  Port 
Authority  of  New  York  and  New  Jer- 
sey bonds.  Some  conservative  inves- 
tors don't  want  anything  to  do  with 
the  name  "New  York"  and  so  they 
shun  these  bonds  even  though  they 

Ben  Weberman  is  economics  <  .  i-'<  >  uti  s 
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are  of  excellent  quality  and  could  con- 
tinue to  pay  interest  and  principal 
even  in  the  unlikely  event  that  New 
York  State  itself  might  go  into  some 
kind  of  default. 

Now,  take  a  look  at  some  of  these 
student  revenue  issues.  Lend  my 
money  to  students?  Never!  That's  the 
way  some  people  think,  recalling  all 
the  publicity  about  student  deadbeats. 
But  look  closer.  Let's  start  with  that 
$100  million  issue  of  Minnesota 
Higher  Education  Coordinating  Board 
guaranteed  student-loan-program  rev- 
enue bonds  scheduled  to  mature  be- 
tween 1982  and  1991.  The  Minnesota 
bonds  are  obligations  of  the  state's 
Higher  Education  Coordinating 
Board.  They  are  payable  solely  from 
net  operating  revenues  collected  by  a 
statewide  guaranteed  student  loan 
program.  However,  all  of  the  loans  are 
reinsured  with  the  U.S.  Commission- 
er of  Education,  who  provides  100% 
default  reimbursement  through  Sept. 
30,  1981  and  at  a  sliding  scale  there- 
after. So,  what  you  have  here  are  tax- 
exempt  bonds  that  carry  at  least  a 
partial  federal  guarantee.  And  yet  you 
can  buy  them  to  yield  6.1%  for  a  1991 
maturity.  Similar  North  Dakota  and 
South  Dakota  student-loan  issues  cur- 
rently also  carry  yields  in  the  6.05% 
range  for  the  1991  maturity. 

The  Bank  of  California  has  a  record 
of  astute  investment  judgment  under 
G.  Edward  Means,  senior  vice  presi- 
dent in  charge  of  the  portfolio;  Means 
thinks  enough  of  the  Minnesota  issue 
to  consider  it  closer  to  Aa  in  rating 
than  the  A  given  it  by  Moody's. 

Some  hospital  bonds  have  a  similar 
story  to  tell  with  HEW  guarantees  un- 
der the  Hill-Burton  Act  making  them 
Aaa-rated  debt.  Most  investors  sus- 
pect the  quality  of  hospital  bonds. 
Some  are  secure,  but  others  are  depen- 
dent on  contingent  federal  aid.  Others 
depend  for  revenues  on  filling  beds  far 
beyond  local  regional  capability. 

Now,  a  new  type  of  hospital  bond, 
carrying  full  U.S.  government  guaran- 


tee under  the  Hill-Burton  Act  is  staj 
ing  to  appear.  Ft.  Dodge,  Iowa  b\ 
rowed  $10.5  million  through  sale 
such  bonds  to  finance  the  Trinity  F 
gional  project.  These  bonds  total  $5 
million,  come  due  in  2002  and  pay  6) 
tax  free.  That  is  the  same  as  earnil 
12%  on  a  Treasury  issue  for  someo 
in  a  50%  tax  bracket.  The  bond  qui 
lty  is  recognized  by  Moody's,  whi 
has  placed  a  rating  of  Aaa  on  the  issi) 
Southeast  Texas  Hospital  Financi 
Authority  has  $17  million  of  Aaa-rj 
ed  HEW  guaranteed  bonds. 

Are  you  ready  now  for  a  special  sit 
ation?  Okay.  It's  Chrysler.  Fu 
classes  of  Chrysler  debt  securities  a 
ist:  Chrysler  Corp.  debt,  and  three  <fl 
ferent  kinds  issued  by  Chrysler  Final 
cial  Corp.,  a  wholly  owned  but  inq 
pendently  operated  subsidiary. 

The  variations  in  quality  are  st^ 
tlingly  wide.  The  differences  in  retu 
on  investment  are  not. 

Russell  Fraser,  senior  vice  preside 
in  charge  of  fixed-income  research 
Paine  Webber  Jackson  &  Curtis,  sa 
that  Chrysler  Financial  is  the  bd 
managed  company  in  its  field  in  t\ 
quality  of  loans  it  has  made  to  deala 
and  to  retail  buyers  of  Chrysler  pro! 
ucts,-  it  also  runs  on  low  overhead 

Fraser  made  a  case  assuming  tl| 
worst:  the  parent  company  out 
business;  retail  installment  credij 
liquidated  at  90  cents  on  the  dolld 
wholesale  credit  to  dealers  sold  for  6 
cents  on  the  dollar.  Even  then,  enouj 
cash  would  be  generated  to  pay  off 
short-term  debt  (including  comma 
cial  paper  outstanding)  and  all  seni 
debt.  Little,  however,  would  rema 
for  holders  of  finance  company  subd 
dinated  debentures. 

The  "story"  here  is  that  the  mark 
has  not  yet  recognized  these  startlip 
differences  in  bond  quality  among  tl) 
Chrysler  issues.  Parent  company  8s 
1998  sell  at  593k  to  yield  14.21% 
maturity.  Subordinated  debt  of  the  fj 
nance  company  (such  as  the  7  3/ss 
1986)  sell  at  65V2  to  yield  15.90% 
maturity.  The  senior  debt  of  the  fj 
nance  company  including  the  9s 
1986  are  priced  at  76  to  yield  14.42°^ 

Which  would  you  buy:  parent  con) 
pany  debt  returning  14.21%  with  higl 
risk,  finance  subsidiary  subordinate 
debt  at  15.9%  with  high  risk  or  senio 
debt  of  the  finance  company  yieldin 
14.42%  with  little  risk?  I  shouldni 
even  have  to  ask.  The  moral  of  th 
story  is  simply  this:  All  bonds  are  nd 
created  equal.  Once  you  recogni2 
this  fact  you  can  find  some  really  irj 
teresting — and  profitable — stories 
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Bond  Immunization 
at  Manufacturers  Hanover. 

It  insulates  pension  portfolios 
from  interest  rate  fluctuations 
without  locking  you  in 
to  a  long-term  contract. 


Now  there's  a  solid  alternative  to  the  Guaranteed 
Income  Contract,  one  that  offers  investors  a  more  flexible 
investment  strategy:  the  Manufacturers  Hanover  Bond 
Immunization  Program. 

A  freer  hand 

Bond  Immunization  combines  active  portfolio  manage- 
ment with  the  security  of  locking  in  high  interest  rates  over  a 
definite  time  period.  Not  only  does  a  Bond  Immunization 
program  produce  returns  that  can  be  higher  than  a  G.I.C.'s 
maximum  rates,  it  permits  immediate  liquidation  to  take 
advantage  of  current  market  conditions,  with  no  cancellation 
penalty. 

What's  more,  unlike  a  G.I.C.,  you  keep  control  of 
the  investable  funds,  with  Manufacturers  Hanover  managing 
the  portfolio. 

A  surer  hand 

While  Bond  Immunization  does  not  guarantee  the 
return  on  a  portfolio,  long-term  simulation  and  historical 
analyses  indicate  a  likelihood  of  obtaining,  with  a  high  degree  of 
probability,  today's  high  interest  rates  over  a  five-to-ten  year  time 


frame  —  protecting  the  investment  of  a  portfolio's  coupon 
income  from  rate  changes. 

The  basic  strategy  is  to  offset  any  capital  appreciation  or 
depreciation  with  a  corresponding  decrease  or  increase  in  the 
reinvested  coupon  rate.  This  enables  the  portfolio  to  approach 
or  exceed  the  targeted  return,  regardless  of  a  rise  or  decline  in 
future  rates. 

Both  hands  working  together 

Each  year,  the  portfolio  is  rebalanced  to  maintain  the 
immunized  position.  If,  on  one  hand,  interest  rates  look  to  be  on 
the  decline,  as  many  long-term  bonds  as  possible  will  be 
selected.  On  the  other  hand,  if  a  rise  is  likely,  shorter  term  bonds 
would  be  included. 

If  the  flexibility  of  this  investment  technique  appeals 
to  you,  learn  more  about  the  Manufacturers  Hanover  Bond 
Immunization  Program  by  calling  William  C.  Petty  III,  Vice 
President,  at  (212)  957-0760.  We'll  show  you  exactly  how  it  can 
work  for  your  fund. 

MANUFACTURERS  HANOVER 

Trust  Division,  600  Fifth  Avenue.  Mew  York.  MY.  10020 
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When  you  buy,  worry  about  the  strength  of 
the  financial  engine  you  re  getting;  don't 
guess  about  the  future  sticker  price. 

WHAT'S  UNDER 
THE  HOOD? 


By  John  Train 


In  the  investment 
business,  one  is  con- 
stantly being  asked: 
"What  do  you  think 
the  market's  going 
to  do?  Should  I  buy 
now?  Should  I  sell?" 
And  clients,  in  dis- 
cussing their  long- 
range  financial 
needs  and  plans,  of- 
ten say:  "With  the  market  the  way  it 
is,  do  you  think  I  can  go  on  spending 
as  much  as  I  am?" 

I  find  this  preoccupation  with  mar- 
ket action  distracting  and  misleading. 
The  man  with  money  to  invest  is 
better  off  in  a  weak  market  like  to- 
day's: His  capital  will  buy  him  more 
in  earnings  and  dividends.  In  fussing 
about  the  general  market,  you're  ne- 
glecting what  can  be  known  to  worry 
about  what's  unknowable.  Suppose 
you  were  buying  a  second-hand  Land 
Rover  to  take  a  very  long  and  tough 
trip.  You'd  ask  yourself:  "Is  this  the 
right  vehicle  to  get  me  where  I'm  go- 
ing? Is  it  strong  enough?  Does  it  get 
enough  miles  per  gallon?  Can  I  get  it 
repaired  en  route?  Will  I  be  comfort- 
able and  safe  driving  it?" 

Similarly,  when  you  buy  a  portfolio 
of  stocks,  what  you  should  worry 
about  first  and  foremost  is  the  power 
and  reliability  of  the  financial  engine 
you  are  acquiring:  What  are  the  earn- 
ings records  and  prospects  of  the  com- 
panies? Are  the  managements  truly 
first-class  and  dedicated  to  the  welfare 
of  their  shareholders? 

Your  savings  and  your  investments 
are  your  financial  transportation. 

So,  give  your  attention  to  what's 
under  the  hood,  and  not  to  interim 
fluctuations  in  the  sticker  price. 
Now:  What  can  one  reasonably  ex- 

fohn  Train  is  president  of  Train,  Smith,  Invest- 
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pect  these  days  from  a  portfolio  of 
well-chosen  securities?  With  the  Dow 
selling  at  seven  times  1979  earnings, 
one  has  an  apparent  "earnings  yield," 
as  the  English  say  (the  reciprocal  of 
the  P/E),  of  14%.  However,  there  are 
several  adjustments  to  be  made.  First, 
of  course,  comes  inflation.  It  may  sta- 
bilize at  10%  or  8%  or  something 
else.  For  the  moment,  however,  let  us 
arbitrarily  assume  9%,  leaving  us  a 
5%  net  "earnings  yield"  from  the 
whole  Dow  list  after  inflation. 

Next,  inflation-caused  underdepre- 
ciation  must  be  considered.  But  in 
practice  many  companies  have 
learned  how  to  cope  with  inflation 
through  skillful  operations.  And  in 
some  instances  underdepreciation  is 
offset  by  the  "plant-in-place"  argu- 
ment. Companies  are  buying  other 
companies  at  substantial  premiums 
over  market  prices  these  days — 75%, 
in  many  cases.  A  corporation  usually 
has  a  very  good  idea  of  the  values 
when  it  takes  over  another  one. 

Then,  many  stocks  are  cyclicals, 
whose  earnings  may  be  peaking  now, 
and  may  decline  next  year. 

I  am  disinclined  to  go  overboard  on 
the  "cyclical"  argument  in  evaluating 
stock  prices  today,  if  the  companies 
have  a  demonstrated  ability  to  turn  in 
long-term  growth  of  earnings.  Many 
stocks  are  reasonably  priced  precisely 
because  investors  are  giving  weight  to 
the  expectation  of  lower  earnings  in 
the  future.  If  there's  one  thing  the 
market  is,  it's  a  discounting  mecha- 
nism. And  if  some  poor  fish  is  still 
around  who  hasn't  heard  about  OPEC, 
inflation,  the  Russians  and  Jimmy 
Carter's  inadequacies,  all  I  can  say  is 
don't  lose  that  address,  you  may  want 
to  sell  him  something. 

For  example,  at  three  times  1979 
earnings,  Ford  doesn't  seem  expensive 
even  on  a  cyclically  adjusted  basis;  nor 
does  Aetna  at  four  times,  or  Citicorp, 
Teledyne  and  Dana  at  five  times,  or 
American  Express  at  six  times. 

At  seven  times  earnings  you  begin 


to  find  some  growth  stocks  availab 
that  may  not  have  cyclical  downtun 
at  all,  and  where  there  isn't  a  proble 
of  underdepreciation. 

To  a  sophisticated  client,  oi 
should  talk  about  the  indicated  rate 
return  on  his  particular  stocks,  an 
through  them,  on  his  whole  portfoli 

On  this  subject  of  rate  of  retur 
which  in  essence  measures  the  su 
tainable  cruising  speed  of  your  fina 
cial  vehicle,  I  would  like  to  call  tl 
attention  of  the  professional  inve< 
ment  community  to  a  heresy  prev 
lent  just  now.  Some  investment  se 
vices  report  that  a  stock  that  is  yiel 
ing  4%,  with  the  dividend  predict 
to  grow  by  12%  per  annum,  has 
"total  return"  of  16%.  It  doesn't,  ob\ 
ously.  On  that  basis  a  stock  selling  f 
100  times  earnings,  i.e ,  that  earn 
(and  paid  out)  1%  on  its  market  pric 
and  whose  earnings  grew  at  15° 
would  also  have  a  total  return  of  16*; 
which  is  absurd.  And  even  sloppi 
are  the  folk  who  talk  about  a  16 
return  based  on  a  4%  dividend  and  ; 
anticipated  rise  in  the  stock's  mark 
price  of  12%:  That's  just  guessing. 

The  reasonable  way  to  calcula 
your  return  on  an  investment  is  t 
way  a  corporate  treasurer  does  wh< 
he  contemplates  the  acquisition  of  a 
other  company. 

A  corporate  treasurer  looks  at  ti 
discount  rate  of  return.  Put  simply,  tr 
is  figured  by  discounting  the  expect 
future  stream  of  earnings  to  arrive  a 
present  price.  The  rate  by  which  t 
future  earnings  are  discounted  is  t 
discount  rate  of  return.  If  you  boug 
the  whole  company,  that's  the  retu 
you'd  hope  to  get — with  the  inevit 
ble  surprises,  of  course. 

The  next  question  is,  should  y< 
apply  this  discount  factor  to  the  coi 
pany's  earnings  or  just  its  dividends 

If  you  don't  fully  trust  the  mana^ 
ment  of  a  company,  you  can't  app 
the  discount  factor  to  the  earnin; 
only  to  the  dividends.  My  solution 
not  to  touch  the  stocks  of  compani 
whose  managements  I  don't  adm: 
and  trust,  so  I  apply  the  discount 
the  earnings. 

Many  excellent  stocks  today 
providing  a  rate  of  return  on  earnir 
of  well  over  15%  to  the  investor,  am 
few,  notably  the  less  familiar  narr 
among  growth  stocks,  over  20% .  E 
ducting  inflation  and  your  own  tax 
gives  you  what's  really  happening 
what's  under  the  hood.  ■ 

Mr  Biel  is  on  vacation.  His  column  will  retu 
next  issue 


138 


FORBES,  SEPTEMBER  3, 


We  genera 
13  billion  kwh's 
of  electricity  per  year, 
without  nuclear 

and  only  4%  with 
and  gas 


How?  By  literally  sitting  atop  some 
of  the  nation's  finest  low  sulphur 
coal  deposits... which  fuel  92%  of 
our  generating  capacity  (of  the 
balance,  4%  is  hydro).  And  three 
of  our  largest  plants  are  sited  at  or 
near  mine-mouth. 
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1978  annual  report.  Address 
Utah  Power  &  Light  Co. 
P.O.  Box  899,  Dept.  F99 


City 


ght company  Salt  Lake  City,  Utah  84110)     State  Zip  

F99 
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SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham.  Alabama 
Increased 
Common  Stock  Dividend  No.  25 

A  regular  quarterly  dividend  of  37J4 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources.  Ine  .  payable 
September  14, 1979  to  stockholders  of 
record  at  the  close  of  business  on 
August  VI,  1979  I  his  represents  an 
increase  of  25  cents  per  share,  on 
an  annual  basis,  over  the  previous 
regular  quarterly  dividend  rate. 
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What  happens  at  NBC  in  the  next  few  yea 
will  have  a  major  impact  on  the  price 
RCA's  stock. 

THE  TIP  OF  THE 
ICEBERG 


By  Srully  Blotnick 


During  the  opening 
monolog  on  NBC's 
The  Tonight  Show, 
Johnny  Carson  sud- 
denly asks  with  a 
grin:  "Have  you  seen 
NBC's  new  motto?" 
He  pauses  only  a  few 
seconds  before  an- 
swering his  own 
question.  "It  says, 
'Proud  as  a  peacock.'  "  The  audience 
waits.  They  know  something  else  is 
coming.  Carson  continues:  "Well,  I 
suppose  it's  better  than  'Dead  as  a 
duck.'  "  Millions  of  people  snicker. 
They  know  that  NBC  has  been  having 
more  than  its  share  of  trouble  lately. 

For  almost  two  decades  the  inves- 
tors I  study  have  been  rating  regularly 
large  lists  of  companies  on  a  ten-point 
scale.  A  ten  means  they  favor  it  so 
much  they'd  love  to  own  a  large  piece 
of  it;  a  zero  means  they  want  no  part 
of  it  for  a  variety  of  reasons — any- 
thing from  its  earnings  to  its  image, 
or  the  lack  of  both. 

The  stock  ratings  are  particularly 
valuable  as  a  way  of  monitoring  com- 
ing shifts  in  investor  preferences, 
since  investors  ultimately  put  their 
money  where  their  mouths  are  and 
buy  what  they  say  they  have  come  to 
like.  The  ratings  serve  another  impor- 
tant purpose  as  well.  There  are  a  num- 
ber of  companies  that  consistently 
emerge  with  a  low  score  but  which 
have  divisions  earning  high  ratings. 
For  instance,  Gulf  &  Western  low,  but 
its  Paramount  Pictures  subsidiary 
high.  Consolidated  Foods  low,  and  its 
Sara  Lee  subsidiary  high.  Investors 
normally  favor  the  division  in  ques- 
tion because  it  has  a  glamour  they  feel 
the  parent  company  lacks.  However, 
if  the  glamour  fades,  the  rest  of  the 

Dr.  Srully  Blotnick  is  a  practicing  psy  chologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


structure  might  as  well  not  ex 
What  happens  to  the  glamour  j 
matters  greatly. 

Nowhere  is  that  more  true  thai 
the  case  of  NBC  and  RCA,  its  pai 
company.  RCA  hasn't  had  an  inve: 
preference  rating  of  more  than  l.j 
any  time  during  the  last  five  ye 
Not  surprisingly,  therefore,  its  st 
is  selling  at  close  to  its  low  for  the  j. 
three  years  and  at  hardly  more  i. 
six  times  earnings.  American  Brc 
casting  and  CBS,  in  glaring  contr 
sell  for  eight  times  earnings.  And 
RCA  is  far  more  advanced  technol 
cally  and  has  a  far  broader  eami 
base  than  the  other  two  broadcast 

But  ask  the  same  investors  v 
shun  RCA  stock  whether  they  wc 
like  to  own  NBC  stock  and  you  gi 
staggering  answer.  The  reply  is  yes. 
a  separate  company  NBC  scores 
on  my  scale — over  five  times  hig 
than  the  parent  company. 

It  seems  obvious  to  me,  then,  t 
although  NBC  is  only  a  relath 
small  part  of  RCA,  the  broadcast 
fortunes  over  the  next  several  y« 
will  have  a  major  impact  on  the  ] 
ent  company's  stock. 

For  the  moment,  there  is  a  con 
erable  amount  of  negative  feeling 
ing  aimed  at  Fred  Silverman,  NB 
president  and  chief  executive  offi 
Interestingly  enough,  investors 
reporters  covering  the  networks 
express  the  same  hostile  opinic 
They  don't  mind  Silverman's  $1  r 
lion  annual  salary,  they  say,  but  t. 
resent  mightily  his  public  stateme 
made  earlier  in  the  year  that  he'd 
able  to  do  at  NBC — and  quickly 
that — what  he'd  done  first  at  CBS  . 
later  at  ABC. 

Thus  far,  Silverman  has  been  on 
job  over  15  months  and  the  netwo: 
Nielsen  ratings  have  been  slowly  si 
ing.  In  fact,  in  the  last  week  in  } 
not  one  of  the  top  15  programs  was 
NBC— 8  were  on  ABC  and  7  on  C 
With  his  fat  salary  and  equally  fat  e 
Silverman  becomes  a  tempting  tar; 
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ering  this  and  his  complete 
administrative  experience,  it 
)bably  a  mistake  to  make  him 
work's  chief  executive, 
rman,  however,  isn't  running 
p  alone.  Six  months  after  he 
board,  fane  Cahill  Pfeiffer  was 
as  chairman  of  NBC,  at 
)0  a  year.  Unlike  Silverman, 
n't  spent  most  of  her  working 
broadcasting.  She  was  at  IBM 
r  20  years,  finally  becoming 
esident  in  charge  of  corporate 
mications.  Even  in  the  early 
a  prolonged  interview  with 
was  clear  that  she  understood 
pe  of  the  problems  both  she 
r  firm  are  facing.  Her  corn- 
were  fascinating:  "The  finan- 
;al,  personnel  and  communica- 
reas  [these,  together  with  the 
ire  her  areas  of  responsibility, 
merman's],  the  'softer  sides'  of 
siness,  are  just  as  important  as 
duct  you  turn  out.  And  if  yours 
ti  that  only  provides  services 
than  producing  products,  the 
of  your  business  is  those  ser- 
'here  is  no  substitute  for  doing 
ob  in  each  of  those  areas." 
ixecutive  who  worked  with 
for  a  number  of  years  when 
at  IBM  subsequently  told  me: 
doesn't  know  an  answer,  she'll 
\nd  by  the  next  time  you  ask, 
'  know."  She  said  something 
herself  during  the  interview: 
right  to  make  mistakes.  Just 
ake  the  same  one  twice." 
wn  feeling  is  that  NBC  could 
i  a  little  more  Pfeiffer  and  a 
:ss  Silverman.  And  investors 
tly  feel  the  same  way:  RCA 
is  dropped  sharply  from  where 
ast  year  when  hopes  ran  high 
ick  turnaround  at  NBC. 
illustrates  my  point:  No  mat- 
well  the  rest  of  RCA's  busi- 
:s,  the  glamour  side — NBC — is 
a  disproportionate  effect  on 
e  of  its  stock. 

my  data  suggest  is  that  if 
ire  to  spin  off  NBC,  the  latter 
/ould  command  a  relatively 
ice/earnings  ratio.  As  one  in- 
mt  it:  "Third  place  in  TV  is 
han  third  place  in  the  auto 
r."  Said  another:  "At  this 
vTBC  has  nowhere  to  go  but 
sere's  the  paradox:  As  part  of 
•vTBC  is  dragging  the  stock 
>ut  as  a  separate  company,  its 
ould  currently  be  doing  well, 
rtainly  sounds  contradictory, 
n  again,  I  didn't  create  the 
arket.  I  just  study  it.  ■ 


If  you  own  Tax-Free  Bonds 
you  should  have  our  new 

TAX  FREE  INCOME 
POCKET  PLANNER  & 
BOND  INVENTORY 


Now  you  can  have  at  your  finger  tips  a  complete  record 
of  your  Tax  Free  Bond  Portfolio,  a  description  of  your 
current  and  future  financial  needs,  and  all  the  details 
necessary  to  assist  you  in  making  the  right 
decisions  instantly. 


CHECK-A-MONTH  INCOME  PLANNER 

An  easy  to  use  guide  to  assist  you  in 
swapping,  or  selecting  additional 
bonds  to  complete  your  income 
requirements 

COLLEGE  ENTRANCE  PLANNER 

A  guide  to  allow  you  to  chart  your  goals 
and  your  additional  needs  to  finance 
your  family's  tuition 

RETIREMENT  PLANNING  CALENDAR 

An  invaluable  guide  for  the  selection  of 
tax  free  investments  for  a  meaningful 
retirement  program 


To  get  your  copy  of  this  pocket  planner  and  Bond 
inventory  and  to  receive  our  monthly  Munigram  and 
offering  list,  use  the  coupon  or  call  the  numbers  shown 
within  There  is  no  charge  or  obligation 


("CALL  TOLL  FREE  800/221-40861 
|  c«,«!  !N  N  Y. STATE  212/248-05001 

'         from  7:30  A.M.,  Monday  thru  Friday  ! 


I  or  send  this  coupon  to  the  address  below 

!  □  Please  send  your  free  Pocket  Planner  &  Bond  Inventory 
I    □  Call  me 


City 


Zip 


Business  Phone 


My  S  A  Ramirez  Representative  is 

■%  SAMUEL  A  #  &  CO  INC 

Ramirez 

I  THE  TAX  FREE  BOND  EXPERTS  I 

61  BROADWAY,  IMEW  YORK, NY  10006 
Member  ot  the  Securities  Investor  Protection  Corporation  F 


A  report  from  the 
oldest  company  listed 
on  the  New  York  Stock  Exchange: 

When  Dexter's  Nonwoven  Group  dedicated  their  new  research  and 
administration  building,  they  named  it  after  Fay  H.  Osborne,  the  company's  original 
one-man  R&D  Department.  The  holder  of  22  patents,  this  enterprising 
chemist-inventor  was  instrumental  in  making  Dexter  the  world's  foremost  producer 
of  specialty  nonwoven  materials. 

Osborne  is  retired  now,  but  the  same  commitment  to  innovative  research  and 
product  development  continues  at  Dexter  today.  An  investment  of  over  $13  million 
this  year  in  R&D  and  the  efforts  of  hundreds  of  men  and  women  throughout  the 
Company's  product  groups  yield  a  rich  and  continuing  harvest  of  new  ideas, 
products  and  processes  That's  what  keeps  us  up  front  in  our  diverse  markets  for 
specialty  chemicals  and  materials. 

It's  also  one  of  the  basic  reasons  why  in  the  past  five  years  Dexter's  sales  have 
grown  by  84%  and  our  earnings  have  increased  about  2  5  times  Our  dividend  has 
more  than  tripled  and  shareholders  have  benefited  from  a  3-for-2  stock  split 
Perhaps  those  are  good  reasons  why  you  should  find  out  more  about  us  Write  for 
our  latest  financial  statements. 

The  Dexter  Corporation,  Box  1767,  Windsor  Locks,  CT  06096. 


Six  Months  Ended  June  30 

1979 

1978 

Change 

Net  Income  Per  Share 

$  1.40 

$  1.18 

+  19% 

Net  Sales 

223,832,000 

178,674,000 

+  25% 

Net  Income 

12,807,000 

10,755,000 

+ 1 9% 

Average  Shares  Outstanding 

9,136,000 

9,107,000 

The  specialty  chemicals  and  materials  people: 
Coatings,  Encapsulants  Group  •  Life  Science  Group  •  Nonwovens  Group 
Water  Treatment  Group 
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NOT  AIL 
COUNTRIES 

CAN 
CAPITALIZE 


IDEA  LIKE 
UNITED  WAY. 


Every  nation  provides 
basic  human  services  to 
its  citizens.  One  way 
or  another.  In  this  country, 
many  such  services  are 
still  handled  in  the  private 
sector,  on  a  voluntary 
basis.  Through  a  program 
of  corporate  giving, 
plus  contributions  from 
employees,  the  American 
people  are  doing  their 
share  to  insure  a  better 
quality  of  life  for  all 
of  us . . .  the  United  Way. 

Something  about  the 
way  the  American 
character  works  makes 
United  Way  work. 
Thanks  to  your  generosity 
and  support,  it  will 
keep  on  working. 


Thanks  bo  you.  lb  works. 
For  all  oF  us 


United  Vtfey 


A  Public  Service  of 

This  Magazine  &  The  M\  r Using  Council 


Venture  Capital 


The  dollar  will  remain  cheap  because 
have  no  answers  for  the  problems  t 
dumped  it  in  the  first  place. 

CHEAP  DOLLAR! 
= OPPORTUNITY 


By  Thomas  P.  Murphy 

I  AM  JUST  BACK  from 

Europe  and  one  im- 
pression is  vivid: 
The  U.S.  dollar  is  a 
very  cheap  currency 
abroad.  It's  painful 
for  tourists  and  im- 
porters but  export 
opportunities  may 
be  the  best  they've 
been  in  30  years. 
How  cheap  is  the  dollar?  For  the 
tourist,  disastrously  cheap.  Dinner  for 
two  in  a  good  (not  great)  Brussels  res- 
taurant can  set  you  back  $80.  A  "mod- 
erate" (translation:  terrible)  hotel 
room  in  Stockholm  rents  for  about 
the  same.  Retail  prices  for  consumer 
goods,  though  they  vary,  seem  on  av- 
erage about  30%  over  our  prices. 

This  gross  discrepancy  in  purchas- 
ing power  between  our  dollar  and  the 
major  European  currencies  may  hurt 
tourists,  but  for  business  it  spells  an 
opportunity.  Cheap  dollars  make  our 
goods  attractive,  and  I  believe  the  dol- 
lar will  remain  cheap.  We  really  have 
no  answers  for  the  problems  that 
dumped  the  dollar  in  the  first  place. 
Our  inflation  rate  is  higher,  about 
11%  compared  with  Europe's  8%  av- 
erage. We  seem  stuck  with  large, 
chronic  shortfalls  in  our  balance  of 
payments  and  there  is  a  third  factor 
overriding  everything  else — there  are 
currently  half  a  trillion  U.S.  dollars  or 
more  sloshing  around  offshore.  Mon- 
ey, too,  is  a  commodity,  and  we  have 
saturated  the  world  with  ours. 

If  that  is  so,  why  aren't  our  exports 
already  doing  better?  Well,  they  are. 
Agricultural  exports,  of  course,  are 
booming  but  that  isn't  the  one  to 
watch.  The  one  to  watch  is  merchan- 
dise and  that  was  up  5.2%  in  the  first 
quarter  of  this  year  and  3.4%  in  the 
second  quarter.  The  gains  are  not 

Thomas  P  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn 


spectacular  but  they  are  somethii 

Of  course,  the  Europeans  and 
nese  have  long  accused  us  of 
poor  exporters  and  they  are  espet 
critical  of  smaller  American  ca 
nies.  By  and  large  I  think  their 
cism  is  valid.  We  have  a  differenl 
tude.  A  man  starting  a  new  bus 
in  the  Netherlands  knows  befo 
opens  the  front  door  that  he 
export  to  survive.  The  same  fe 
starting  a  new  manufacturing 
ness  in  Kansas,  knows  he  is  a 
sand  miles  from  salt  water  and 
continent  to  conquer  first. 

We  also  have  an  unfortunati 
tional  trait  that  hurts  us  abroac 
tend  to  be  sloppy.  In  the  early  1 
and  it  may  still  be  true  toda 
American  automobile  manufac 
exporting  a  Detroit-made  car  t« 
rope  quietly  "remanufactured"  it 
it  was  landed  there.  The  Eurc 
auto  buyer  would  not  put  up  wit 
patchy  paint  jobs  and  puckery  u 
stery  we  take  for  granted  on  pop 
priced  domestic  cars. 

A  story  told  to  me  by  a  Tui 
based  importer  of  machinery 
trates  the  point:  "When  I  buy  i 
chine  from  Germany,"  he  saic 
works  when  I  take  it  out  of  the 
When  I  buy  one  from  the  U.S.  it 
not  work  usually,  but  they  arc 
good  about  sending  a  techniciai 
to  fix  it.  When  I  buy  one  from 
gland,  it  does  not  work  either 
they  send  someone  out  from  La 
and  he  looks  the  machine  ove: 
tells  me  that  the  part  that  doe 
work  was  not  made  by  his  com 
He  would  be  happy  to  put  me  in  1 
with  the  company  that  made  it.' 

It  is  also  true  that  U.S.  exporte 
far  less  help  from  their  governme 
glaring  example  in  my  opinion  i 
rope's  value-added  tax.  It  is  a  i 
part  of  every  European  country': 
enues  today  and  it  is  always  rebat 
exporters.  Our  tax  system  relies) 
hodgepodge  of  local  and  state 
and  federal  income  taxation,  and 
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this  is  rebated  to  exporters.  The 
ropeans  always  tell  me  that  you 
inot  export  taxes.  We,  in  fact,  do. 
emphasize  the  point,  Belgium  is 
v/  considering  rebating  its  social  se- 
rity  taxes  to  exporters. 
Negatives  aside,  the  earlier  premise 
nains:  The  dollar  is  now  so  under- 
lued  abroad  that  there  is  tremen- 
us  opportunity  for  smaller  compa- 
:s  to  export.  Let  me  mention  a  cou- 
:  of  examples  from  personal 
owledge. 

Dne  company  fairly  typical  of  small 
5.  companies  that  do  export  is  Neo- 
:,  a  Silver  Spring,  Md.  maker  of  in- 
red  testing  instruments — a  fairly 
w  technology  with  broad  testing 
slications.  One  major  application 
s  international  almost  from  the 
rt — testing  the  protein  content  of 
icat.  Ironically,  it  was  the  Russians 
10  helped  create  the  international 
irket.  When  they  began  buying 
ge  quantities  of  American-grown 
in,  they  asked  for  certification  of 
protein  content.  The  only  way  the 
lericans  could  give  it  to  them  was 
ough  a  cumbersome,  wet  chemical 
t  or  Neotec's  machine.  Since  pro- 
n  is  the  real  nutritive  value  of 
teat,  other  grain-importing  coun- 
ts followed  the  Russian  lead,  creat- 
;  both  a  domestic  and  a  foreign 
irket  for  Neotec.  The  company  was 
all — only  a  few  million  dollars  in 
es — but  Neotec  was  an  exporter  al- 
»st  from  the  start.  Now  close  to  half 
its  sales  come  from  abroad. 
Another  example,  cited  only  be- 
lse  it  seems  so  improbable  on  the 
e  of  it,  is  the  Carey  Corp.  Carey  is 

the  chauffeur-driven  limousine 
»iness  which,  despite  its  luxury 
inotation,  is  today  a  means  of  get- 
g  businessmen  and  professionals 
m  the  airport  to  their  next  meet- 
;.  It  saves  nervous  wear  and  tear, 
e  limousine  industry,  however,  is  a 
al  kind  of  thing,  while  the  market 
corporate  and  national.  Carey  set 
t  through  an  800  telephone  number 
offer  a  national  service  and  today 
iks  limousine  reservations  in  every 
jor  American  and  Canadian  city, 
lere  next?  The  answer  turns  out  to 

Europe.  Carey,  with  the  same 
lerican  800  telephone  number,  can 
ke  a  reservation  for  a  limousine  in 
irly  every  big  city  in  Western  Eu- 
ie.  A  service  business  figured  out  a 
y  to  "export." 

ncreasingly,  it  is  an  international- 
d  world,  and  with  a  cheap  dollar, 
all  business  has  opportunities  to 
;e  advantage  of  it.  ■ 


9  weeks  of 
Value  Line 
for  s29 

This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to 
Value  Line  in  the  past  two  years.  We  make  this 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our 
subscription  fees  to  long-term  subscribers  lower 
than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the  2400-page  Investors 
Reference  Service  (illustrated  above)  at  no  extra  cost.  You'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  9  weeks  on  the  more  than  1700 
stocks  and  92  industries  regularly  monitored  by  The  Value  Line  Investment 
Survey.  Filing  takes  less  than  a  minute  a  week.  All  this  material  Is  so 
organized  in  your  binder  that  you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at 
your  fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings  on  more  than  1700  widely  held  stocks  in  92  in- 
dustries. 

In  the  Selection  &  Opinion  section,  which  accompanies  your  weekly 
reports,  you'll  also  get  analyses  and  forecasts  of  the  national  economy  and 
the  stock  market  .  . .  guidance  on  current  investment  policy  explaining  Value 
Line's  bullish  long-term  position  on  the  securities  markets  .  .  .  plus  Value 
Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer— and  receive,  as  bonuses 
without  extra  charge,  the  2400-page  Investors  Reference  Service  and  the 
"Evaluating  Common  Stocks"  booklet,  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two  unequivocal  ratings,  one  for 
Timeliness  (Performance  in  next  12  months),  the  other  for  Safety. 

This  subscription  is  tax-deductible  if  utilized  to  aid  In  the  management  of 
your  investments. 

Fill  in  and  mail  the  coupon  below. 

jThe  Value  Line  Investment  Survey 'Vgy 

1  Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  \/ 

□  Begin  my  9-week  trial  to  The  Value  316E03 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 

two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A   famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $315.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$315.  (Does  not  include  the  calculator.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


I  $: 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son. I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign 
able  Foreign  rales  on  request  (NY  residents 
add  sales  tax  ) 
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Stock  "Ifcnds 


Chances  are  that  your  home  is  being 
robbed  of  the  energy  you  pay  for.  The 
thief  is  faulty  insulation.  The  loss  to 
you  is  heating  in  winter,  cooling  in  sum- 
mer, and  higher  utility  bills  all  year 
round.  Want  to  catch  the  energy  robber 
in  his  lair?  It's  simple: 

1 )  Caulk  and  weatherstrip  doors 
and  windows 

2)  Install  storm  windows  and  doors 

3)  Insulate  your  attic 

4)  Keep  thermostats  at  65  degrees  in 
winter  and  78  degrees  in  summer 

You'll  save  money  and  help  insulate 
America  from  another  energy  crisis. 


ENERGY  CONSERVATION  - 
IT'S  YOUR  CHANCE  TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C 


OWN  YOUR  OWN 

MONEY  BUSINESS 

"BECOME  A  FINANCIER" 

UTILIZE  OVER  2.000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance. 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  for  right 
person. 

$18,900  CASH  REQ. 

Call  Mr.  Van  (213)  463  4841 

or  write:  Computer  Capital  Corp. 
Dept.  5,  6922  Hollywood  Blvd. 
Los  Angeles,  CA  90028 


If  you  are  one  of  those  hearty  souls  cut 
for  the  stock  market,  here  are  some  t\ 
for  the  waning  days  of  summer 

LABORING 
DAYS 


By  Ann  C.  Brown 


As  I  write  this,  the 
stock  market,  mea- 
sured by  the  DJI,  is 
about  where  it  was  a 
year  ago.  Even  with 
the  early  August  ral- 
ly it's  about  where  it 
was  15  years  ago — 
or,  looking  at  it  an- 
other way,  more 
than  one-third  of 
my  life.  After  so  many  deadly  years  a 
person  could  get  discouraged,  but  us 
Browns  are  made  of  sturdy  stuff. 
What's  one  man's  calamity  is  another 
man's  challenge. 

Since  a  decade  and  a  half  have 
passed  during  which  nearly  every- 
thing has  gone  up  except  the  market, 
it  may  be  useful  to  you  for  me  to 
review  a  few  things  I've  learned  as  a 
stockbroker. 

Be  careful  of  takeover  rumors.  For 
every  "hot  tip"  I've  heard,  roughly  1 
in  20  has  had  any  substance  to  it.  My 
advice  is  to  buy  stock  in  companies 
strictly  on  their  own  merit.  If  a  merg- 
er  or  acquisition  should  happen  to 
take  place,  count  yourself  among  the 
fortunate  few. 

Take  a  healthy  profit — and  run.  Don't 
get  all  uptight  about  waiting  around 
for  long-term  capital  gains.  Sure, 
you'll  get  a  tax  break  if  you  hold  a 
winner  for  a  year,  but  what  goes  up  in 
a  hurry  tends  to  come  down  even  fast- 
er. This  is  particularly  true  when  you 
as  an  individual  are  playing  by  differ- 
ent tax  rules  than  foreigners  or  large 
domestic  investors  like  pension  funds 
and  profit-sharing  trusts. 

Watch  out  for  stocks  with  high  govern- 
ment visibility.  One  of  the  favorite  pas- 
times of  recent  Administrations  is 
beating  on  big  corporations  by  means 
of  price  guidelines,  tariff  powers,  tax 

Ann  C.  Brown  is  executive  vice  president  of  the 
New  York  investment  firm  ofMelhado,  Ffynn  & 

Associates. 


rates  and  antitrust  actions.  E 
be  a  spectator — or  a  speculate 
a  long-term  holder  of  these  iss 

Beware  of  fads.  There  are  s 
stocks  just  as  there  are  in  c 
haircuts  and  dancing.  The  s. 
always  on  for  something  "r 
excite  investment  imaginatic 
member  the  real  estate  inv 
trusts,  the  makers  of  CB  radio 
lator  companies  and  casino 
You  can  make  a  bundle  if  you 
trend  early — but  don't  overst 
welcome. 

Know  thyself  More  money  Y. 
lost  by  more  people  in  the  stc 
ket  than  you  can  imagine  sii 
the  failure  of  investors  to  cle 
fine  their  objectives  and  asse 
financial  temperaments.  Befc 
cept  a  client,  I  ask  that  he 
complete  a  lengthy  confider 
view  so  we  both  understand  w 
are  and  where  we  should  be  g 
if  we  should  go  at  all.  For  on< 
or  another  many  people  aren 
for  equity  investments  and  it 
to  find  this  out  sooner  than  la 

Assuming  that  you  are  one 
hearty  souls  cut  out  for  the  stc 
ket,  chances  are  you'll  be  mtei 
some  ideas  that  have  come  i 
over  the  past  few  weeks.  Tai 
Inc.  (17)  for  instance — a  Tex; 
natural  gas  distributor  which  I 
using  its  hefty  cash  flow  to  C 
into  a  variety  of  nonutility  bu 
like  a  savings  and  loan  com 
booming  Houston,  a  building 
als  manufacturer  and  a  contra 
ing  outfit.  Entex  has  had  a  dai 
ord  of  consistent  earnings  ai 
dend  increases.  In  1971  the  cj 
earned  3 1  cents  per  share  and  1 
reported  earnings  of  $2.26  wit 
or  so  expected  for  the  fiscal  y 
ended.  Next  year,  depending 
what  on  the  severity  of  the  wii 
the  need  for  natural  gas,  $ 
$2.90  is  estimated.  Entex  give 
appearances  of  being  one  d 
"sleeper"  stocks — one  that  a 
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'ks,  just  nice,  steady  sleep-well- 
t  growth. 

3e  it's  because  I  just  got 
1  paying  a  whopping  insurance 
at  insurance  company  stocks 
rtracted  more  of  my  attention 
:ual.  Since  analyzing  insurance 
lies  is  a  difficult  thing  at  best,  I 
;ed  one  of  my  knowledgeable 

who  waxed  enthusiastically 
Ohio  Casualty  (32).  What  in- 

him — and  me — is  the  rapid 

which  the  company's  invest- 
icome  is  growing,  even  though 
lerwriting  profits  are  currently 
»ressure.  For  1980,  he's  looking 
5  a  share,  up  from  slightly  over 
year.  While  other  analyst  esti- 
for  next  year  are  somewhat 
most  agree  that  there  could  be 

rise  in  Ohio  Casualty's  earn- 
irhaps  as  early  as  1982. 

upon  a  time  there  was  a  com- 
n  whose  stock  I  made  a  tidy 
The  company  was  called  AC 
(23)  and,  if  memory  serves  me 
[y,  I  bought  it  in  the  low  20s 
d  it  in  the  high  30s.  The  year 
73,  when  Nielsen  earned  $1.13 
re  and  paid  27  cents  in  divi- 
Nearly  six  years  have  passed 
ilsen's  stock  is  back  in  the  low 
lly  now  the  company  is  esti- 
:o  earn  $2.35  per  share  for  fis- 
?  and  $2.75  in  1980  (with  esti- 
dividends  of  76  cents  and  82 
:spectively).  Recently  the  com- 
eported  lower-than-expected 
larter  earnings  due  to  a  combi- 
of  greater-than-expected  ex- 
i  expenses  and  a  slight  loss  on 
y  translation.  It  appears  that 
E  the  company's  problems  are 
it  and  it  is  well  positioned 
mestically  and  internationally 
t  from  a  wide  range  of  market- 
media  research  services, 
an  eye  on  this  one.  It's  over- 
nter,  and  a  sizable  chunk  of 
:k  is  held  by  the  Nielsen  fam- 
ch  hasn't  shown  the  slightest 
ion  to  sell  out.  Yet. 
nmendations  revisited:  Barik- 
'  (45)  is  estimated  to  come  in 
mings  of  over  $9  this  year,  up 
antly  from  last  year's  $6.47. 
10,  $10.25  may  be  possible. 
c.  (45)  is  worth  holding  onto 
tough  earnings  may  be  down 
lat  from  last  year's  $5.61,  par- 
y  if  there  is  a  strike  at  General 
which  affects  advertising 
however,  by  1980  everything 
be  back  on  track  and  its  cable 
an  unit  should  help  boost  prof- 
>  per  share  or  better.  ■ 


mm 

In  Manhattan,  a  breath  of 
fresh  air  on  Central  Park. 


More  than  two  thirds  of  the 
businessmen  and  women  who 
stay  at  the  Essex  House  have 
been  our  guests  before. 

They  come  back  for  our  loca- 
tion: near  Fifth  Avenue,  Lincoln 
Center,  Broadway,  and  the  fash- 
ion district.  Towering  42  stories 
over  the  Park. 

They  come  back  because  they 
don't  have  to  wait  for  breakfast 
in  our  parkside  restaurant.  They 
come  back  for  our  businesslike 
ambience  and  our  view. 


But  most  of  all,  they  return  for 
our  impeccable  service:  wake-up 
calls  that  come  on  time.  First- 
class  room  service. 

They  know  they  can  count  on 
Marriott  to  do  it  right. 

Write  for  a  brochure.  For  reser- 
vations, call  direct  (212)  247-0300, 
or  toll-free  800-228-9290.  Telex 
12-5205. 

Harriotts. 

ESSEX  HOUSE 

160  Central  Park  South,  New  York  10019 


MAPCO  IS 
LP-GAS,  BUT... 

225  MAPCO-owned  and  distributor-owned 
Thermogas  brand  retail  LP-gas  outlets  also 
sell  appliances  and  liquid  fertilizer  in  11 
states.  MAPCO  also  produces  and  markets 
oil,  natural  gas,  gas  liquids  and  coal, 
operates  LPG  and  anhydrous  ammonia 
pipelines,  and  produces  and  sells  sonic 
instrumentation  devices. 

For  a  closer  look  at 
MAPCO's  diversification 
and  profitable  growth, 
write  for  our  current 
report. 


Thermosga 


Dept.  P,  1800  S  Baltimore  Ave. 
Tulsa,  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 
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Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me_ 
check  for  


.Forbes  Slip  Cases.  My 
 is  enclosed. 


Prices:  $4.95  each,  3  for  $14,  6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case  for 
postage  and  handling. 

Name  


Address. 
City  


(please  print) 


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


OPEC  could  meet  its  agricultural  n\ 
even  if  the  U.S.,  Canada,  Australia 
Argentina  together  raised  prices. 

NO  WHEAT, 
NO  CRUDE? 


By  Stanley  W.  Angrist 

H.L.  Mencken,  the 
cynical  sage  of  Balti- 
more, is  alleged  to 
have  remarked  that 
there  is  always  an 
easy  solution  to  ev- 
ery human  prob- 
lem— neat,  plausible 
and  wrong.  A  per- 
fect example  of  this 
can  be  found  in  one 
of  the  proposed  solutions  to  our  ener- 
gy dilemma  that  has  now  found  its 
way  onto  bumper  stickers  and  even 
into  the  lyrics  of  a  popular  song, 
"Cheap  Crude  or  No  More  Food." 

Specifically,  the  idea  manifests  it- 
self in  two  proposed  forms:  Either  we 
should  withhold  our  wheat  and  other 
agricultural  products  from  the  mem- 
bers of  OPEC  until  they  lower  the 
price  of  oil,  or  we  should  raise  the 
price  of  the  wheat  we  sell  to  OPEC 
dramatically.  Both  of  these  ideas  are 
just  plain  silly  and  neither  of  them 
will  work.  Furthermore,  they  have  a 
huge  potential  for  damaging  our  do- 
mestic farmers  as  well  as  our  foreign 
policy.  These  notions,  nevertheless, 
are  now  embodied  in  a  piece  of  pro- 
posed legislation  called  the  National 
Grain  Board  Bill  (H.R.  4237)  spon- 
sored by  Representative  lames 
Weaver  (D-Ore.). 

The  reasons  these  approaches 
won't  work  are  numerous,  but  the 
most  important  ones  are: 

•  It  would  be  no  trick  at  all  for 
OPEC  to  meet  its  agricultural  needs 
from  other  nations,  even  if  the  U.S., 
Canada,  Australia  and  Argentina 
agreed  to  act  together  to  raise  prices. 
(France  is  already  undercutting  the 
U.S.  grain  sales  in  several  world  mar- 
kets.) Other  nations  which  might  not 
join  our  cartel  could  easily  increase 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  Unitersit}',  and  the  author  of  Sensible 
Speculating  in  Commodities. 


their  grain  production  dramati 
pick  up  the  sales  the  cartel  mig 
go.  It  must  be  kept  in  mind  tf 
exports  of  grain  to  the  world 
are  not  that  large.  Total  worl 
production  for  1978-79  is  estin 
be  about  1 .14  billion  metric  to 
U.S.  will  export  88  million 
tons  or  about  7.7%  of  the 
grain  production. 

•  Food  as  a  weapon  against  C 
highly  overrated.  Last  year  tl 
bought  $52  billion  worth  of  c 
OPEC;  we  sold  them  a  triflir 
million  in  agricultural  product 

•  Unlike  crude  oil,  wheat  is 
uct  that  can  be  substituted  f 
easily,  especially  if  we  tried  tc 
artificially  high  price  for  it.  Fo 
pie,  Japan  has  a  sizable  rice 
that  it  would  like  to  sell  ir 
market  void  we  might  produce 

•  Unlike  oil,  grain  is  a  ren 
reserve.  Selling  this  year's  crc 
not  reduce  a  country's  ability 
ply  wheat  next  year. 

•  Wheat  farmers  in  the  carte 
tries,  seeing  an  artificially  hig] 
would  increase  production  d| 
cally.  Then  the  cartel  gover 
would  be  forced  into  buyii 
wheat  and  storing  it. 

•  We  have  tried  to  play  the  e  | 
game  before  and  it  cost  us  de 
1973  we  imposed  an  embargo 
export  of  soybeans  to  Japan  (o 
customer  for  agricultural  pre 
The  Japanese  immediately  loo 
other  suppliers.  As  a  consec 
Brazil  has  now  become  a  maje 
petitor  to  us  and  a  supplier 
beans  to  the  world  market. 

•  The  implementation  of  an 
go  plan  through  H.R.  4237  calls| 
creation  of  a  national  grain 
Sponsors  of  this  bill  claim  tl 
board  would  make  money  : 
Treasury.  All  one  has  to  do  is 
the  experience  of  the  Canadian 
Board  to  become  disabused 
idea.  Canadian  taxpayers  oftej 
had  to  subsidize  their  farmers 
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>ort  sales  made  below  the  price  paid 
ly  their  wheat  board  to  the  farmer. 

•  Raising  grain  prices  would,  on 
lalance,  hurt  the  wrong  people.  Two- 
hirds  of  our  wheat  exports  last  year 
vent  to  developing  nations.  For 
wealthy  countries,  we  are  a  marginal 
upplier. 

The  U.S.  system  of  agriculture  is 
he  envy  of  the  rest  of  the  world.  It 
ests  on  a  free-market  foundation  that 
esponds  automatically  to  supply  and 
.emand.  At  present  we  enjoy  a  very 
trong  competitive  advantage  in  the 
roduction  of  food  for  export.  But  we 
elude  ourselves  if  we  begin  to  think 
/e  have  a  lock  on  the  market.  We 
/ould  deserve  everything  we  would 
et  if  we  substituted  the  bureaucratic 
tand  of  an  alleged  cartel  master  for 
rices  arrived  at  by  competition  be- 
ween  willing  buyers  and  sellers. 

Oranges  aplenty 

'he  most  recent  statistics  continue 
o  show  an  excess  of  supply  relative  to 
emand.  As  of  June  30,  orange  juice 
rozen  concentrate  movement  (de- 
land)  was  12%  above  last  season's 
ate,  but  supply  (including  imports) 
/as  20%  higher  than  year-ago  levels. 
Considering  these  fundamentals,  we 
an  see  no  reason  why  November  OJ 
5  selling  at  price  parity  with  January. 
It  would  seem  to  me  that  a  couple  of 
undred  points  ($300  per  spread) 
ould  be  picked  up  by  buying  January 
nd  selling  November  juice  near  even 
loney.  I  would  risk  no  more  than 
150  ( 100  points)  per  spread.  The  mar- 
in  on  this  spread  is  $300,  while  the 
Dund-tum  commission  is  about  $80. 

Limit  moves 

*  my  Aug.  6  column  I  described  a 
;chnique  of  trading  commodities 
ailed  the  Weekly  Price  Channel 
lethod.  I  used  the  March  1980  coffee 
ontract  as  an  example  of  how  that 
lethod  would  work  in  the  recent 
unup  in  prices.  Several  alert  readers 
ave  pointed  out  that  it  would  have 
een  almost  impossible  to  take  up  a 
mg  position  during  that  phase  of  the 
anup  above  the  $1.60  level  because 
le  bid  price  for  coffee  went  up  every 
ay  by  the  daily  limit,  but,  alas,  there 
rere  no  sellers.  Thus,  the  method  ap- 
eared  to  produce  a  huge  gain,  but  in 
^ality,  only  a  modest  profit  would 
ave  been  realized.  The  lesson  is 
lear:  Technical  methods  that  appear 
3  be  greatly  profitable  on  paper  some- 
imes  do  not  produce  very  much  in 
;al-life  trading.  ■ 


296th  COMMON  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  One  Dollar  and 
Twenty-five  cents  ($1.25)  per  share  has  been  declared 
upon  the  Common  Stock  of  American  Brands,  Inc.,  payable  in 
cash  on  September  1,  1979,  to  stockholders  of  record 
at  the  close  of  business  August  10,  1979. 
Checks  will  be  mailed. 
C.  A.  Mehos,  Executive  Vice-President  &  Chief  Financial  Officer 

July  31, 1979 

GALLAHER  LIMITED 

The  Franklin  Life  Insurance  Company 

-fldtnxslBjBram  lltsiiUinii,  Co. 

Master  Lock  Company 

©Wilson  Jones 


Sunsfiine  Biscuits,  m< 

Q. 

Jegem 


'  ACUSHNET  COMPANY 

THE  ANDREW  Jerdens  COMPANY 


VISIBLE     RECORDS,  INC 


E9  &  Sons  Cutlery 
DUFFY -MOTT  COMPANY,  INC. 

American  Brands,  Inc.,  245  Park  Avenue,  New  York,  N.Y.  10017 


Get  peak  yields  plus  daily 
liquidity  with  only  $2,000. 


Here  at  theHSBtup,  \ 

you'll  find  important, 
advantages.! 
□  High  money  mar-' 
ket  yields. 
□  Immediate  liquidity—^ 
no  withdrawal  penalty.^ 
□  Toil-Free  telephone  ^ 
redemption/transfer. 
□  Free  check  writing.  \? 
□  No-Load. 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene-,, 
fits  whether  you  invest^ 
$2,000  or  $2,000,000^,..' 


For  current  yield,  phone  toll-free 
1-800-638-5660.  If  busy,  or  in 
Maryland,  call  collect 
301:547-2136._ 

Rowe  Price  A 
Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  Street,  Baltimore, 
Maryland  21202. 


State . 


,  Zip  Code. 


For  more  complete  information,  ntclud- 
ing  management  fee  and  other  charges 
land  expenses,  obtain  a  prospectus.  Read 
I  it  carefully  before  you  invest  or  send 
money. 
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companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
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Ee  &  Casualty  94  Entex  144    Mobilfone  Radio  Syst  ems   52 
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italOil   51  Kaiser  Cement   108    Teledyne   34,  54 

Data  8  Konishiroku  Photo  44    Telex   130 

Benz  65  Litton   54    3M   43 

I  48  Lone  Star   108    Tiger  Intl   129 

quipment   104  J.  Ray  McDermott   112    Time   145 

 43  McDonnell  Douglas   112    U.S.  Filter  112 

I  York  Savings  Bank  10  McDonough  54    UV  Inds  56 

Kodak   6,  10,  41  McGraw-Edison   54    Volvo   66 

!o   50  Martin  Marietta   108    Xerox  41,  45 

 50,  56  Missouri  Pacific  108    Warner  Communications  14 
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BUSINESS  OPPORTUNITIES 


Solar  Energy  Products,  Inc. 

an  International  Corporation, 
is  now  offering  to  dedicated 

individuals 
CAREER  OPPORTUNITIES 


featuring  the 

SOLAR  SECURITY  BONUS" 
PLAN 


Growth  Positions  available 
For  Qualified  Professionals 

•Business  Development 
•Business  Administration 
•Marketing 
•Advertising 

•Research  &  Development 
•Manufacturing 
•Purchasing  &  Estimating 
•Engineering 
•Sales  &  Distribution 
•Service  &  Warranty 


"JOIN  OUR  SOLAR  SYSTEM" 

Become  a  proud  member  of 
SEP"S  Expanding  International 
"Sales  &  Service  Network"  of 


SOLAR  SPECIALISTS™ 


dedicated  to  establishing 
Solar  Energy  Products,  Inc. 
the  leader  of  the  solar 
energy  industry  by  the  year  2000 

Solar  Energy  Products,  Inc. 
corporate  objective  is  to 
capture  7%  of  the 
$5>000.000.000-$50,000.000.000 
predicted  "Solar  Sales  Opportunity' 
in  the  U.S.A.  by  1985. 


For  information  on  ... 
how  you  can  insure  your 
future  energy  security  with 
Solar  Energy  Products,  Inc. 
Solar  Security  Bonus  m  Plan 
write  to: 

Solar  Energy  Products,  Inc. 
Dept.  SSBP 
Box  1048 
Gainesville,  FL  32602 
TWX  *  810-825-6323 
SUNFIRE  GAIN 


ENERGY  SYSTEMS™ 
for 

Agricultural,  Co:  u>..:-;ial, 
Industrial  &  Residential 
applications. 


Classified/ 


September  3, 1979 


BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNITIES 


FEEL  LIKE  YOU'RE  JUST 
MARKING  TIME  IN  A 
DEAD-END  JOB? 

Are  you  as  successful  as  you 
want  to  be?  Do  you  love  your 
work?  Find  out  about  a  Gen- 
eral Business  Services  business 
counseling  franchise.  For  a 
$15,000  franchise  fee,  we'll 
give  you  all  the  training  you 
need  to  start  your  own  coun- 
seling business. 

If  you  qualify,  you  can  get  a 
GBS  franchise  in  almost  any 
city,  large  or  small. 

Sound  like  the  break  you've 
been  waiting  for?  Call  or  write 
for  more  information  today: 
Mr.  Robert  Turner,  V.P. 
Field  Development 
Department  F-N-9 
General  Business  Services,  Inc. 
The  GBS  Building 
51  Monroe  Street 
RockviUe,  MD  20850 
Or  call  toll-free: 
(800)  821-7700,  ext.  830 


BEHZ3B335giBK« 
WIN  OIL  RIGHTS! 

Tax  deductible  filing  fee  of  $25.00  puts 
you  in  line  to  win  an  oil  lease  with 
possible  value  up  to  $100,000.  It's  a 
lottery  run  by  an  agency  of  the  U.S. 
Gov  t.  Open  to  all  U.S.  citizens  21  years 
and  older.  For  free  information  write: 

STRATA  SEARCH,  INC.  DEPT.  MR 
P.O.  BOX  21186 
DENVER,  COLORADO  80221 
OR  CALL  TOLL  FREE: 
1-800-327-9191  EXT.  460 


"SUPER  SHOP" 
The  Super  Tool  of 
M ulri-Purpose  Power  Tools . . . 

Is  now  seeking  top-notch  dealers  and 
distributors:  Basically  7  power  tools 
in  one  (tablesaw,  drill  press,  boring 
tool,  router,  shaper,  lathe  &  disc  San- 
der). The  Super  Shop  can  be  up  to  15 
tools  in  1  with  accessories  for  both 
wood  and  metal.  No  royalties  or  fran- 
chise fees.  Minimum  investment.  Fan- 
tastic profit  potential.  For  informa- 
tion call  toll  free  1-800-328-6153,  ext. 
205  or  write  Fox  Industries,  11000 
Hampshire  Ave.  S.,  Mpls..  MN  55438. 

MUFFLER 
FRANCHISE  OPPORTUNITY 

Discover  Meineke"s  new  concept 

in  inventory  control,  pricing,  and 

selling.  Write  or  Call: 

Meineke  Discount  Muffler  Shops,  Inc. 

6330  West  Loop  South  (Suite  103) 

Bellaire,  TX  77401.  Toll  Free  (800) 

231-6697.  Texas  Residents  call 

D  A.  Kraft— collect  (713)  661-0414. 


WIN  BIG  OIL  MONEY 

P"«      PLUS  TAX  BENEFITS 


Tht  U.  S.  Government  each  month  sponsor* 
little-know  oil  lease  drawing.  If  you  ere 
21  and  a  citizen  vou  can  compete  with 
the  oil  companies  for  ttiii  federal  land. 
A  S25  (Tax  Deductible)  fee  could 
as  much  as  $70,000  immed- 
iately plus  future  payments.  Write 
Dept. FF or  call  1  I800I  52S-60S0 
Ext.  321. 

r-.iwiLUGAN,  INC  Drawer  3408.  Boulder.  CO  80307 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty  items 
all  dropshipped  for  you.  No  packing 
or  shipping.  Energy  crisis  points  to  big 
year  ahead.  Free  catalog  &  details 
from  GIFTIME,  Inc. 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144 
(215,  842-1400 


INDUSTRIAL 
MANUFACTURING  LICENSE 
"The  World  Leader  in 
Carbide  Insert  Recycling" 

29  Licensees  now  exist  interna- 
tionally. We  seek  only  qualified 
applicants  who  enjoy  the  allure 
of  manufacturing.  Virtually 
competition-free  business  secured 
by  machinery,  training  and  long 
term  support.  Investment  of 
$137,500.  Company  scrutiny  is 
considerable  and  very  much  in 
depth.  Several  choice  areas  re- 
main to  be  awarded. 

Call  or  write,  Mr.  Faircloth 
North  American  Carbide  Corp. 

2950  So.  Umatilla 
Englewood,  CO  80110 
1-800-525-8385 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 168  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


CAPITAL  TO  INVEST 

NEED  COLLATERAL??? 

Financial  Guaranties,  irrevocable  let- 
ters of  credit,  ICC  290s,  packaging, 
funds  to  open  escrows,  ventures  for 
mfg,  real  estate  &  venture  capital. 
BROKERS  PROTECTED 
BANCOR  LTD. 
567  San  Nicholas  Dr.,  Suite  206 
Newport  Beach,  CA  92660 
Phone  (714)  640-1633 


JEWELRY 

GENUINE  GEMSTONES 
AND  JEWELRY 

Free  wholesale  catalog.  Satisfaction 
guaranteed!  Member  Jewelers  Board  of 
Trade,  Chamber  of  Commerce. 

HOUSE  OF  ONYX  (F), 
Greenville,  Kentucky  42345 
TOLL  FREE  SERVICE:  1-800-626-8352 


BUSINESS  SERVICES 


LOOKING  FOR  NEW 
PRODUCT  IDEAS? 

Receive  new  inventions/product 
ideas.  Register  in  free  Data 
Bank  and  receive  complimen- 
tary "NEW  PRODUCT/IN- 
VENTION REGISTER." 
Write:  Dept.  FOR,  400  Triangle 
Building,  Pittsburgh,  PA  15222. 


ENERGY  SAVERS 

CEILING  FANS 
ARE  ENERGY  SAVERS 

Nostalgia  plus  efficiency  year  round. 
Send  SI. 00  (refundable)  for  catalogs 
of  the  major  brands  and  special  cus- 
tom designs. 

Ceiling  Fans  Unlimited,  Dept.  FB. 
1836  Richmond,  Houston,  TX  77098. 


CAPITAL  *  INVESTMEN* 
OPPORTUNITIES 


SWISS 
FRANC 
SECmtANC 


for  purchasing  power  protect] 
against  continuing  inflation  a 
soaring  consumer  prices.  FR! 
FACTS  on  guaranteed  life 
come  or  interim  fund  placem 
payable  in  world's  strongest  c 
rency  deposited  to  your  b; 
monthly  or  quarterly  by  ma 
Swiss  fiduciaries.  NORTHST 
FINANCO,  524  CHARLES  5 
EAST  LANSING,  MI  48823 
(517)  337-2331 


UNBELIEVABLE 
GROWTH  OPPORTUNIT 

I  have  16  real  estate  offices  witl 
sales  people  in  Southern  Califo 
Seeking  an  inactive  Investor-Pai 
75  to  150K.  Excellent  returns. 

VILLA  ASSOCIATES  REALTC 

714/542-5656— ask  for  Bob 

SUNBELT  OPPORTUNIT 

Builder  with  20-year  track  r< 
covering  25  properties  seeks  joint 
ture  partner  for  construction  o 
come  properties  in  Texas.  Net 
least  six  million  dollars  for  land 
chase  and  interim.  Principals 
Pat  Harness,  9805-K  Harwin,  I 
ton,  TX  77036  AC  713-784-2200. 


AUTOMOBILES 


Choose  from  400  New 
'79  CadiUacs 

We  have  all  models  and  coloi 
plus  40  demos  that  will 
save  you  extra  dollars. 
Dalgleish  Cadillac  has  one  of  t 
lowest  sticker  prices 
in  the  U.S.A. 
Before  you  buy  any  Cadillac 
anywhere,  anytime,  call  or  sei 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  4820 
near  the  G.M.  &  Fisher  Bids 

"Michigan's  Largest  Ottilia*  Dealer" 

Phone  (313)  875-0300 

Call  Tom  Hodge  or  Ted  Keati 


SAVE  $$$$  ON  NEW  1980 

Buy  at   Detroit  prices  —  san 
freight   too!   Full   factory  war 
Specializing    in    Lincoln,  Me 
Ford  &  other  "Big  3"  makes 
quote,  mail  make  &  model  to: 
BONDED  BROKERS 
2547  S.  Monroe  Blvd. 
Dearborn,  Michigan  48124 
Phone  (313)  565-5577 


TRUCKS 


TRUCKS 

Heavy-Duty  and  Medium-D 
Chevrolet  Trucks.  Can  be  p 
chased  or  leased.  Don't  let 
location  fool  you  —  it  may  h 
you. 

RYDELL CHEVROLET  TRU« 

Hwy.  #2  West,  Grand  Forks, 
701-775-2591 
Dave  Britton 


REAL  ESTATE 


REAL  ESTATE 


REAL  ESTATE 


EXECUTIVE  GIFTS 


ARIZONA 
20  Acres  Secluded 

bedroom,  2  bath  home,  2200 
us  screened  porch,  sundeck, 
;arage,  3-car  carport,  guest 
:  more.  Low  taxes,  excellent 
sod  soil  and  schools.  $160,000. 
from  downtown  Tucson, 
rea  photo  &  detailed  info  on 

JIM  REYNOLDS 

29-F,  Marana,  Arizona  85238 
(602)  682-3683 


LAND  WANTED  ** 

O  acres  or  more  in  the 
elt  with  attractive  natural 
lities — lakes,  trees,  streams, 
itains,  etc. 

Contact:  Tom  Slaughter 

K)  Sun  Island  Drive  South 
;.  Petersburg,  Fla.  33707 


FOR  SALE 
,900  ACRE  FARM 
N  TEXAS,  U.S.A. 

:ly  developed,  and  irrigated, 
ck  from  strong  seller  or  farm 
lent  program  available.  Brok- 
:ipation  invited.  $13,000,000 
t:  Justice  Land  Association 
Dalhart,  Texas,  U.S.A.  79022 
(806)  249-4000  or  249-2122 

FLORIDA 
ROWTH  REPORT 

ative  monthly  newsletter  pack- 
inside  information,  tips  and 
jout  Florida  real  estate,  con- 
and  investments.  For  free 
frite: 

(IDA  GROWTH  REPORT 
ox  011918,  Miami,  FL  33101 


EXECUTIVE 
siANCIAL  SERVICES 

LOAN  PRESENTATION 

>nal  packaging  available  for 
>  of  loan  situations.  Unique 
lources  also  available.  A  prop- 
>ared  loan  presentation  is  the 
securing  all  the  money  you 
e  are  one  of  the  largest  and 
pected  companies  in  this  field, 
all  staff  to  service  you. 

Free  Report: 
iified  Financial  Corporation 
Presentation  Dept.  43-EE-9 
145  Reservoir  Avenue 
iston,  Rhode  Island  02920 


■CUTIVE  EDUCATION 


EGE  DEGREES  BY  MAIL 

telors,  masters,  doctorates, 
.egal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR 
Franklin  Street,  Dept.  66373 
jkland,  California  94612 


MANUFACTURERS' 
IEPRESENTATIVES 

COME  A  SUCCESSFUL 

MANUFACTURERS' 

REPRESENTATIVE 

:turers'    Agents'  Newsletter 
i  which  firms  are  looking  for 
tatives,  the  firm's  product  line 
itories  available. 
For  information  write: 
Facturers'  Agents'  Newsletter 
178A,  23573  Prospect  Avenue 
rmington,  Michigan  48024 

>r  additional  information 

write  or  call: 
SARAH  MADISON 
DRBES  CLASSIFIED 
Avenue/New  York,  NY  10011 
(212)  620-2371 


LUXURY  RESIDENTIAL, 
ESTATE  &  FARM 
PROPERTIES 

TEXAS  —  On  a  heavily  wooded 
1.35  acre  lot  close  to  downtown 
Dallas,  privately  situated  contem- 
porary with  unusually  flexible 
spaces.  2  bedrooms,  library/guest 
room. 

$695,000.  Brochure  #FB  15-13. 
LOUISIANA  —  2V2  hours  from  New 
Orleans,  12-room  plantation  house 
dating  from  1830  s,  beautifully  re- 
stored. On  20  acres,  with  pool, 
fishing  pond;  3-bedroom  staff 
house. 

$1,100,000.  Brochure  #FB  14-04. 
CALIFORNIA  —  In  Palm  Springs, 
Thunderbird  Heights  contemporary 
on  2V2  desert  valley  acres  with 
pool,  tennis  pavilion,  guest  house. 
Approx.  10,000  sq.  ft. 
$1,600,000.  Brochure  #FB  21-02. 
MAINE  —  Extraordinary  contem- 
porary overlooking  the  sea  in  Seal 
Harbor.  Very  private  cliff-hugging 
setting  on  4.4  acres  with  875-ft. 
oceanfrontage.  4  bedrooms. 
$600,000.  furnished 

Brochure  #FB  10-03. 
KENTUCKY  —  900-acre  bluegrass 
farm  near  Lexington.  Almost  all 
open  land  supports  900  head  of 
livestock,  large  tobacco  allotment. 
Easily  converted  to  outstanding 
Thoroughbred  farm. 
$5,954,845.  Brochure  #FB  23-01 . 
VIRGINIA  —  Magnificent  19th  C. 
manor  house  on  900  acres,  1V2  hrs. 
from  Washington  in  famed  Warren- 
ton  Hunt  Country.  Working  farm 
in  excellent  condition;  all  farm 
dependencies. 

$1,950,000.      Brochure  #FB  2-16. 
MASSACHUSETTS  —  10-acre  es- 
tate  on   Martha's   Vineyard  near 
Vineyard  Haven.  Extensively  reno- 
vated farmhouse;  orchard,  formal 
gardens,  tennis  court. 
$375,000.        Brochure  #FB  5-11. 
Please  contact  us  for  brochures 
and  further  information  on  these 
&  similar  fine  listings. 

Sotheby  Parke  Bernet 
International  Realty 

980  Madison  Ave.,  New  York  10021 

tel.  212/472-3465  ^ 

4300  Acres  TENNESSEE 

85  Acre  lake  with  large  and  small- 
mouth  bass  and  muskie.  3  Executive 
lake  houses  with  own  boathouses. 
Caretaker's  house  with  kennel  and 
barn.  200  Acres  cleared  and  planted 
in  rye,  millet  and  corn  for  pheasant, 
quail  and  deer.  7  Million  board  feet 
of  timber,  active  coal  area,  all  fee 
simple. 

Call  Mr.  RAOUL  or  LONG 
at  (615)  821-2551  or  write: 
SAMUEL  CHAMBERS  CO. 
P.O.  Box  2073 
Chattanooga,  Tenn.  37409 


WANTED 

A  scenic  ranch  or  timber- 
land.  Will  pay  up  to  $200 
per  acre  cash. 

Box  #A169  Forbes 
60  Fifth  Ave. 
New  York,  N  Y.  10011 


FREE  CATALOG 

Big,  Free  Fall  1979  Catalog  describes 
and  pictures  more  than  2,600  farms, 
ranches,  acreages,  recreational  proper- 
ties, business,  town  and  country  homes 
in  41  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th 
Kansas  City,  Mo.  641 12 


COLORADO 
ROCKIES 

2  foothill  front  range  ranches: 

•  4450  ACRES,  14  miles  west 
of  Loveland,  Colorado,  60  miles 
to  Denver.  Adjoins  National  For- 
est. Beautiful  tree-covered  moun- 
tain pasture  with  green  parks. 
6,000  to  8,000  ft  elevation.  All- 
weather  road.  Abundant  deer  & 
elk.  This  ranch's  unique  quality 
is  that  it  is  suitable  for  recrea- 
tion-type secondary  homes  or  it 
would  suit  for  primary  home- 
sites  because  of  proximity  to 
front  range  activity. 

•  1,920  ACRES  adjoin  the 
above  ranch.  Same  qualities, 
smaller  acreage. 

WESTERN  SLOPE 

•  9,500  ACRES  between  Vail 
&  Steamboat  Springs,  140  miles 
to  Denver,  has  government  & 
private  leases.  Beautiful  moun- 
tain tree-covered  land  with 
streams  &  lakes  for  fishing;  has 
deer  &  elk.  Summer  approxi- 
mately 1700  yearlings.  Irrigate 
approximately  500  acres.  Well 
located  for  summer  &  winter 
recreation. 

•  1480  ACRES,  1  hour  from 
Steamboat  Springs,  similar  to 
above.  Beautiful  country  with 
good  deer  &  elk  hunting,  good 
fishing.  Adjoins  National  Forest. 
Good  irrigated  hayland. 

And  that's  not  all! 
For    information    on    these  & 
other  properties  contact  us! 

ORR  LAND  COMPANY 

4455  Harlan  Street 
Wheat  Ridge,  Colorado  80033 
(303)  424-5010 


MONTANA 
FARMS  &  RANCHES 

2  major  agricultural  properties  now 

available  near  Billings,  Montana  on 
the  Yellowstone  River: 

1.  Primarily  a  dryland  operation 
running  1,000  AU  plus  over  2,000 
acres  of  wheat  with  3,000  addi- 
tional acres  tillable. 

2.  An  irrigated  farming  operation 
with  20  pivots  and  over  3,000 
acres  irrigated.  This  is  one  of  the 
most  productive  units  in  the  state 
and  is  priced  to  give  a  buyer  a 
projected  yield  in  the  10%  area. 
This  unit  can  be  split  in  thirds. 

Hall  and  Hall  is  a  third  generation 
reputation  firm.  These  properties  are 
actively  for  sale  and  can  be  purchased 
at  reasonable  prices. 

HALL  AND  HALL  INC 

1222  North  27th  Street 
P.O.  Box  1924,  Billings,  MT  59103 
Phone  (406)  252-2155 


DEVELOPMENT 
INVESTMENT 
OPPORTUNITY 

90  minutes  West  of  Chicago 

Unique  opportunity  to  acquire  280 
acres  of  river  front  hardwood  forest 
in  a  pristine  setting.  This  beautiful 
private  preserve  has  deer,  beaver, 
raccoons,  pheasant  and  ducks.  Sev- 
eral miles  of  river  frontage  for  fish- 
ing and  birdwatching.  There  are 
towering  oaks,  walnut,  hickory  and 
other  beautiful  hardwoods.  There  is 
a  rustic  home  overlooking  the  river 
and  horse  barn  and  bunk  house.  This 
could  be  the  perfect  retreat  for  a 
club  or  private  party.  Price  $2500 
per  acre  on  contract  terms. 

DAN  BEHR 

(815)  239-2423 


An  Alternative  lb 
The  $2!  Button  Down 
Ours... $14 


100*  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 

Finest  traditional  design  and  tailoring 

Seven  button  tront.  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  l4'/,-i7Vi/32-35 


Butttingt0n<Ci0thtmi 

2258  E  MAIN  ST  ■  COLUMBUS.  OHIO  43209 
Telephone  Orders  (614)  237  5695 
Please  send  me  100%  cotton  shtrtfs)  @  $14  00  ea 
Add  $1 75  lor  ship  &  Ins  regardless  of  quantity 
Chio  Res  add  4%  sales  tax 


Stze  . 


□  Pars  Ck      □  Mstr  Chg.     □  Visa     □  Am  Exp 

Card  No  

Exp  Date  Mstr  Chg  Bank  No   
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The  Corporate  Tie  ^ 

...  by  Warden-Brooks 

The  elegant  "understate- 
ment in  this  tie  is  the 
kind  of  imaginative  styl- 
ing that  distinguishes  a 
Warden-Brooks  tie.  Send 
us  your  company  logo 
or  your  present  cor- 
porate tie  and  our  de- 
signers will  send  you 
their  suggestions  for 
turning  your  good  name 
into  an  expression  of 
your  good  taste.  Among 
others,  we've  done  hand- 
some ties  for  E.  F.  Hut- 
ion,  Dow  Jones,  Pepsi  Cola,  Mobil 
and  the  Harvard  Club,  so  you'll 
be  in  good  company. 

Write  or  call  today. 

VJdxien-Bvooks,  Cii. 

292  Lexington  Avenue,  NY  10016  . 
(212)  679-7570  __f 


FORBES  READERS 
will  be  delighted  with 
"GEMS  OF  THOUGHT" 
...  a  magnificent  volume  of  wis- 
dom and  inspiration.  PRESTIGE 
GIFT  ideal  for  personal  and  busi- 
ness gift-giving.  To  examine  this 
exquisitely   printed  DeLuxe  Gift 
Edition,  with  hard  cover  stamped 
in  genuine  Gold,  send  $8.95. 
30    day    money-back  guarantee. 
For  Christmas  giving,  in  case  lots, 
10  for  $79.50,  POSTPAID.  For 
descriptive  folder  or  single  copy 
at  once,  write: 

MAY  PUBLISHING  CO. 
P.O.  Box  87 
Clearwater,  Fla.  33517 


Forbes :  Capital  istlbol 


The  mightiest  works  have 
been  accomplished  by  men  who 
have  kept  their  ability  to 
dream  great  dreams. 
Walter  Bowie 


Men  of  lofty  genius  when 
they  are  doing  the  least  work 
are  the  most  active. 
Leonardo  da  Vinci 


An  unprejudiced  mind  is 
probably  the  rarest  thing  in 
■the  world;  to  nonprejudice 
I  attach  the  greatest  value. 
Andre?  Gide 


He  who  walks  in  another's 
tracks  leaves  no  footprints. 
Joan  L.  Brannon 


A  Text . . . 

A  man  can  receive 
nothing  except  it  be 
given  him  from  heaven. 
John  3:27 


Sent  in  by  William  J.  Kelley,  Bay  St.  Louis, 
Miss.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


If  you  are  not  a  thinking 
man,  to  what  purpose  are 
you  a  man  at  all? 
Samuel  Taylor  Coleridge 


Pleasure  is  a  shadow, 
wealth  is  vanity,  and 
power  a  pageant;  but 
knowledge  is  ecstatic  in 
enjoyment,  perennial  in 
frame,  unlimited  in  space 
and  indefinite  in  duration. 
De  Witt  Clinton 


Perfection  of  means 
and  confusion  of  goals 
seem,  in  my  opinion,  to 
characterize  our  age. 
Albert  Einstein 


Thoughts 

on  the  Business  of  Life 


Rule-of-thwnb  methods  no 
longer  suffice  for  either 
nation  or  individual.  New 
formulas  must  he  the  product 
of  thought,  of  hard,  serious, 
sustained,  clear-headed 
thinking.  From  office  boy  to 
statesman,  the  prizes  are  for 
those  who  most  effectively 
exert  their  brains,  wlx>  take 
deep,  earnest  studious  counsel 
of  their  minds,  who  stamp 
themselves  as  thinkers. 
B.C.  Forbes 


Nothing  ages  people 
like  not  thinking. 
Christopher  Morley 


The  rewards  in  business 
go  to  the  man  who  does 
something  with  an  idea. 
William  Benton 


Most  ideas  are  step-by-step 
children  of  other  ideas. 
Alex  Osborn 


To  reach  the  port  of  heaven 
we  must  sail,  sometimes  with 
the  wind  and  sometimes  against 
it — but  we  must  sail,  not 
drift  or  lie  at  anchor. 
Oliver  Wendell  Holmes 


If  at  first  you  do  succeed — 
try  to  hide  your  astonishment. 
Harry  F.  Banks 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue.  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Discoveries  are  often  made 
by  not  following  instructions 
by  going  off  the  main  road; 
by  trying  the  untried. 
Frank  Tyger 


No  man  ever  made  a 
great  discovery  without  the 
exercise  of  the  imagination. 
George  Henry  Lewes 


Improvement  makes  straight 
roads;  but  the  crooked  roads 
without  improvement  are 
the  roads  of  genius. 
William  Blake 


Ideas  and  ideals  have  this 
in  common:  They  must^be 
restless,  impatient  to  go 
places  and  do  things. 
Hal  Stebbins 


It  is  better  to  create 
than  to  be  learned;  creating 
is  the  true  essence  of  life. 
Reinhold  Niebuhr 


The  men  of  action  are, 
after  all,  only  the 
unconscious  instruments 
of  the  men  of  thought. 
Heinrigh  Heine 


It  is  always  with  the 
best  intentions  that  the 
worst  work  is  done. 
Oscar  Wilde 


The  constructive  loafer  uses 
his  mind  during  the  act  of 
loafing,  but  he  does  not  try 
to  control  his  mind.  In  other 
words,  loafing  is  educated 
day-dreaming.  I  do  not  plead 
for  more  loafing.  I  defend  a 
reasonable  amount  of  honest 
loafing  as  a  tonic  that  is  good 
for  the  body,  mind  and  spirit. 
William  Feather 


The  terrible  newly  imported 
American  doctrine  that  every 
ought  to  do  something. 

OSBERT  SlTWELL 
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FORBES,  SEPTEMBER; 


THE  BMW 733i. 
r  REFLECTS  THE  STATE  OF  YOUR 
MIND,  NOT  MERELY  THE  STATE 

OF  YOUR  BANK  ACCOUNT. 


In  all  candor,  the  BMW  is  not 
ryone's  idea  of  an  expensive 
jry  sedan. 

tt  does  not  scream  "money" 
n  the  top  of  its  hood. 

It  is  not  the  longest  or  the  wid- 
or  the  chromiest. 

Nor  does  its  interior  resemble 
:  of  an  Edwardian  salon. 

Indeed,  at  BMW,  it  has  long 
n  our  contention  that  the 
gs  that  seem  to  preoccupy  the 
iry  car  makers  of  the  world 
e  little  to  do  with  the  one  thing 
:  makes  an  expensive  car 
th  the  money:  extraordinary  en- 
tering. 

A.  LUXURY  CAR  CAN 
BE  EFFICIENT. 

While  theBMW733i  pro- 
is  all  the  creature  comforts  one 
Id  rationally  require  of  an  auto- 
Dile— supple  leather,  AM/FM 
eo  cassette,  sunroof,  full-power 
essones,  etc.— it  also  provides 
wing  experience  so  exhilarating, 
so  efficient,  it  will  spoil  you  for 
other  car. 

Its  3.3-liter,  six-cylinder  en- 


gine has  been  called  "...the  most 
refined  in-line  six  in  the  world." 
And  it's  the  only  sedan  in  its  price 
class  that  operates  on  regular  as 
well  as  unleaded  fuel. 

Its  suspension  system,  inde- 
pendent on  all  four  wheels,  (with  a 
patented  double-pivot,  front-axle 
design)  provides  the  driver  with  a 
tactile  sense  of  control,  an  uncan- 
ny feel  of  the  road. 

Its  interior  is  biomechanically 
engineered  to  the  nth  degree 
to  reduce  driver  fatigue.  The  front 
seats  are  shaped  to  hold  their 
occupants  firmly  in  place,  and  the 
driver's  seat  is  so  thoroughly  adjust- 
able that  it  is  all  but  mathematically 
impossible  to  not  find  a  proper 
and  comfortable  driving  position. 

All  controls  are  within  easy 
reach.  The  tachometer  and  speed- 
ometer and  all  ancillary  instru- 
ments are  large,  well-marked  and 
totally  visible— set  in  a  dashboard 
that  curves  out  to  meet  the  driver. 

THE  ONLY  STANDARD 
4-SPEED  IN  ITS  PRICE  CLASS. 

To  the  automotive  enthusiast, 


shifting  up  through  the  gears  is 
an  experience  that  borders  on  the 
esthetic. 

But,  pleasure  aside,  there  is 
simply  no  more  efficient  way  to 
operate  a  car  than  with  a  manual 
transmission. 

And  it  is  particularly  significant 
that— while  a  three-speed  automatic 
transmission  is  available  as  an 
option-the  BMW  733i  is  the  only 
sedan  in  its  rarified  price  class  that 
offers  a  four-speed  manual  trans- 
mission as  standard  equipment. 

Impressive?  No  less  so  to  the 
normally  cynical  experts.  The  edi- 
tors of  Road  &  Track  magazine, 
after  carefully  reviewing  the  alter- 
natives, have  unequivocally  named 
the  BMW  733i  the  best  luxury 
sports  sedan  in  its  class. 

If  the  thought  of  owning  the 
BMW  733 1  .ntrigues  you,  phone 
your  nearest  BMW  deal- 
er and  he'll  -  range 
a  thorough  test  drive  at 
your  convenience. 

THE  ULTIM     DRIVING  MACHINE. 

Bavarian  Mot<    Vorks,  Munich,  Germany. 


9  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayerische  Motoren  Werke.  A  G 


To  operate  a  company  with  the 
national  importance  of  Siam 
Cement,  a  man  must  be  alert  to 
his  opportunities. 


His  banker  must  be  the  same. 


Sommai  Hoontrakool.  Managing  Director,  Siam  Cement. 


Charles  R.  Gow,  Chemical  Bank  Representative,  Bangkok 
Photo  shows  construction  underway  in  Bangkok,  Thailand 


Founded  in  1913,  Siam  Cement  is 
one  of  the  oldest  industrial  entities 
in  Thailand.  As  well  as  the  nation's 
largest  publicly-held  industrial 
company. 

As  its  name  suggests,  the  com- 
pany's principal  product  is  cement. 
But  it  also  produces  a  full  line  of  con- 
struction materials,  including  steel 
and  concrete  products— all  of  which 
are  vital  to  the  country's  growing 
economic  role  in  Southeast  Asia. 

As  Managing  Director  of  Siam 
Cement,  Sommai  Hoontrakool  is 
ultimately  responsible  to  his  share- 
holders. So  he  is  constantly  looking 
for  better  ways  to  achieve  his  goals. 
And  his  Chemical  banker,  Chip  Gow, 
is  helping  him  find  thern. 


Gow  and  Hoontrakool  became 
acquainted  on  Gow's  first  trip  to 
Bangkok  from  Chemical  Bank's 
Singapore  office.  Hoontrakool  was  able 
to  use  a  short-term  line  immediately 
while  at  the  same  time  looking  to 
finance  cement  plant  expansion. 
Through  Gow,  Chemical  was  able  to 
supply  both.  And  became  not  only  a 
major  lender,  but  co-manager  and 
agent  for  a  consortium  of  U.S., 
Japanese,  European  and  Canadian 
banks  in  a  U.S.  $50,000,000 
medium-term  credit. 

With  Thailand's  need  to  develop 
its  export  industries,  Sommai  Hoon- 
trakool is  now  helping  to  move  Siam 
Cement  in  an  entirely  new  direction. 
Siam  Cement's  new  trading  company 


will  sell  its  own  products  as  well  as 
other  commodities  of  Thailand 
worldwide-  while  also  maintaining 
foreign  currency  assets. 

And  Chip  Gow  stands  ready  to 
help  by  putting  Chemical  Bank's 
entire  global  network  at  Hoontrakool' 
disposal. 

Being  in  the  right  place  at  the 
right  time  helped  Gow  make  Hoon- 
trakool's  acquaintance.  But  what  has 
made  their  relationship  prosper  has 
been  the  growth  of  mutual  respect 
and  understanding.  That's  what  usu- 
ally happens  when  corporate  officers 
get  together  with  Chemical  bankers. 
And  what  results  is  bottom  line 
benefits  for  both  the  company  and 
the  bank. 


CkemicalBaink 


Main  Office  20  Pine  Street.  New  York,  N  Y  10O05.  Our  Worldwide  Network:  Abidjan.  Bahrain,  Bangkok,  Beirut,  Birmingham,  Bogota.  Brussels.  Buenos  Aires, 
Cairo.  (       is  Channel  Islands.  Chicago.  Dubai.  Edinburgh.  Frankfurt.  Hong  Kong,  Houston  (affiliate).  Jakarta.  London.  Madrid.  Manila.  Mexico  City.  Milan.  Monrovl 
Montre     .  issau.  Paris.  Rio  de  Janeiro  Rome.  San  Francisco  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Taipei,  Tehran,  Tokyo.  Toronto.  Vancouver.  Vienna.  Zurich. 
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Democracy: 
Our  biggest 

spectator  sport. 

Contrary  to  what  you  may  believe, 
our  biggest  spectator  sport  is  not  auto 
racing  or  horse  racing  or  basketball  or 
football  or  baseball.  It's  democracy. 

Every  payday  over  125  million  tax- 
payers ante  up  the  price  of  admission.  But 
instead  of  "coming  to  the  park"  and  getting 
their  money's  worth,  they  stay  at  home 
to  boo  the  officials  on  the  tube. 

Even  then,  most  of  them  haven't  paid 
enough  attention  to  know  what's  going 
on  during  the  game.  And  most  can't  tell 
the  players  without  a  program.  (Just  ask 
your  friends  and  neighbors  who  their 
representatives  are.) 

Maybe  it's  because  the  play  has 
been  so  poor  lately,  but  about  the  only 
time  the  fans  really  get  worked  up  about 
the  game  is  when  they  raise  the  price 
of  the  tickets. 

Unless  more  Americans  stop  being 
passive  spectators  and  get  onto  the 
sandlots  of  democracy  to  see  how  the 
game  is  being  played  these  days,  some 
slick  promoter  is  going  to  come  along 
with  a  whole  new  set  of  rules  and  change 
the  name  of  our  game. 

WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

©  1979  THE  WARNER  G  SWASEY  COMPANY       Executive  Offices  11000  Cedar  Avenue,  Cleveland,  Ohio  44106 


The  Turning  Machine  Division's  computer 
numerically  controlled  2-SC  is  rugged  and 
versatile.  Here,  the  machine  makes  deep  cuts 
on  a  long  shaft.  Accuracy  and  rigidity  are 
maintained  on  the  workpiece  by  the  tailstock 
support  at  the  right. 


SEE  EVERY  BEAT  OF  YOUR  HEART. 


Checking  your  heart  rate  is 
now  as  easy  as  grasping  a  glass  of 
orange  juice,  thanks  to  the  remark- 
able Insta-Pulse™  heart  rate 
monitor  from  Biosig,  Inc. 

When  held  in  your  hands,  it 
reads  your  heart  rate  function  from 
the  tiny  electrical  impulses  in  your 
finger  tips.  Insta-Pulse  works  on  the 
same  principle  as  a  hospital  elec- 
trocardiograph (EKG).  Yet  it  weighs 
a  mere  10  ounces,  measures  11 "  X 
IV2  "  and  is  fully  portable.  It  runs  for 
up  to  one  full  year  (over  100,000 
readings)  on  a  single  9-volt  battery. 

No  waiting  required. 

Once  Insta-Pulse  is  in  your 
hands,  its  microcomputer  chip 
begins  to  monitor  every  heart 
muscle  contraction.  And  instan- 
taneously translates  that  into  heart- 
beats per  minute — showing  it  with 
a  bright,  always  changing  LED 
display. 

(Flash)  CHS  (beats  per 
minute)  .  .  . 

(Flash)  Q18  (beats  per 
minute)  .  .  . 

(Flash)  0>J  (beats  per 
minute)  .  .  .  and  so  on. 

As  long  as  its  nickel  hand  grips 
are  between  your  fingers, 
pulse  data  continues;  put 
Insta-Pulse  down,  and  it 
turns  itself  off  auto- 
matically. 


Watch  both  heartbeats 
and  heart  rate  patterns. 

You're  free  to  monitor  your 
heart  rate  anywhere  with  Insta- 
Pulse.  During  a  workout  or  after 
one.  At  home,  at  the  gym  or  on 
the  track. 

Instantly,  you  will  see  how  the 
most  critical  organ  of  your  body 
responds  to  exertion.  And  how  long 
it  takes  to  return  to  its  normal 
at-rest  rate. 

This  picture  of  your  heart  recov- 
ering from  activity  is  something  you 
can  never  get  with  conventional 
pulse  readings. 

In  seconds  you  can  also  see 
the  effects  of  psychological  stress, 
overeating,  alcohol,  caffeine  and 
cigarettes.  You'll  learn  just  how 
valuable  to  your  heart  a  short  nap 
can  be.  Or  check  the  benefits  of  a 
morning's  meditation.  Here,  too, 
is  an  excellent  tool  for  use  in  bio- 
feedback work;  with  practice,  you 
can  actually  develop  the  ability  to 
alter  your  heart  rate — at  will. 

Not  a  toy.  Not  a  toy's  price. 

The  cost  of  Insta-Pulse  through 
The  Sharper  Image  is  $149.00.  It's 
not  the  only  heart  rate  monitor 
available  to  you  for  about 
that  price.  However, 
others 


with  their  cumbersome  clips  and 
wires  do  not  provide  the  accuracy 
of  Insta-Pulse,  the  world's  first 
instant  heart  rate  monitor. 

And  it's  shock  resistant  as  well. 
Insta-Pulse  contains  no  moving 
parts,  is  100%  solid  state  and  its 
circuitry  is  shielded  from  damage 
by  a  thick,  clear  lucite  shell.  A 
hand  lanyard  provides  additional 
security.  The  battery  is  included. 

Insta-Pulse  comes  with  a  ninety- 
day  warranty  from  its  manufac- 
turer, and  the  Sharper  Image's  own 
guarantee  of  satisfaction:  if  you  are 
not  completely  delighted  with  it, 
send  it  back  within  two  weeks  for 
a  full  refund. 

Order  an  Insta-Pulse  now,  and 
watch  your  heart  function  as  you 
never  could  before. 

ORDER  TOLL  FREE 

Credit  card  holders  may  use 
our  toll-free  ordering  number, 
below.  Or  send  check  for  $149.00 
plus  $2.50  delivery.  Add  $8.94  tax 
in  California. 

(800)  227-3436 

In  California 
(800)  622-0733 


THE  SHARPER  IMAGE 

260  California  Street  Dept.  27 
San  Francisco,  CA  94111 

©The  Sharper  Image 
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Fred  Brengel  tells  how  Johnson  Controls  gives 


What's  the  gist  of  these  regulations? 

Briefly,  the  Department  of  Energy  will  restrict  heating 
and  cooling  in  most  nonresidential  buildings,  such  as 
office  buildings,  factories,  churches,  high  schools,  uni- 
versities and  stores,  no  matter  how  small.  These  build- 
ings must  not  be  heated  above  65°  during  the  heating 
season  or  cooled  below  78°  during  the  cooling  season. 
The  regulations  apply  to  approximately  5  million  U.S. 
buildings,  and  the  Government  estimates  a  savings  in 
excess  of  300,000  barrels  of  oil  a  day. 

What  can  an  individual  building  save? 

That  depends  on  the  building.  The  Government  estimates 
a  saving  of  7%,  but  that's  an  average  of  all  buildings  cov- 
ered. Johnson  Controls  engineers  have  made  their  own 
estimates,  which  should  apply  to  3  out  of  4  buildings. 
They  estimate  a  saving  of  1%  of  a  building's  heating  bill  for 
every  degree  the  temperature  is  lowered  during  the  heat- 
ing season,  and  2%  of  the  cooling  bill  for  every  degree  it  is 
raised  during  the  cooling  season.  ■ 


What  should  a  building  owner  do? 

To  start,  he  should  have  his  building's  thermostats  calibrated  to  assure  that 
his  tenants  are  not  experiencing  anymore  discomfort  than  necessary.  At  the 
same  time,  he  should  have  his  heating  and  cooling  systems  checked  for  ef- 
ficient operation.  All  of  our  120  Johnson  Controls  offices  have  teams  of 
specialists  who  are  experts  at  this,  and  just  restoring  a  system  to  the  way 
it  was  originally  designed  to  work  has  been  known  to  cut  energy  bills 
as  much  as  30%.  Of  course,  these  are  just  the  minimum  steps  to  take. 

In  addition,  minor  improvements  to  the  control  system  can  pro- 
vide greatly  improved  comfort  within  the  new  regulations.  


How  else  can  you  save  energy? 

It  depends  on  the  building's  heating-cooling  system. 
There  are  11  different  types  in  common  use,  and  each 
offers  different  opportunities  for  saving  fuel  and  elec- 
tricity. Again  and  again  we've  found  the  most  cost- 
effective  way  to  save  energy  is  through  increased  con- 
trol of  the  existing  system.  It's  a  straight-forward 
business  decision.  You  base  it  on  payback. 


What  kind  of  payback  is  possible? 

We're  a  building  control  company,  with  95  years  of  experi- 
ence behind  us.  We  don't  install  heating  or  air  condition- 
ing systems.  We  control  them.  And  we've  updated  controls 
in  literally  tens  of  thousands  of  buildings  since  the  energy 
crisis  of  1973.  In  the  overwhelming  majority  of  these  build- 
ings, increased  control  has  paid  for  itself  in  energy  savings 
in  two  to  three  years.  Sometimes  less.  It's  one  of  the  most 
productive  returns  on  investment  you  can  get.  That's  real 
payback.  And  we  can  estimate  it  for  you  in  advance 


How  can  a  building  owner  get  this  estimate? 

Call  any  of  our  Johnson  Controls  offices.  Or  send  in  the  form  below.  Our 
engineers  will  make  an  energy  survey  of  the  building.  They'll  pinpoint 
energy-saving  opportunities  based  on  the  specific  heating  and  cooling  sys- 
tem in  use.  And  they'll  get  back  to  you  with  a  payback  estimate  that  docu- 
ments the  savings  you  can  achieve.  In  many  cases,  payback  for  building 
controls  is  so  fast  you  could  consider  your  investment  to  be  working  capital. 

Fred  Brengel,  President 
Johnson  Controls,  Inc. 
Milwaukee,  Wisconsin 


Your  single  source  for  design,  manufacture,  installation  and  service  of  automated  building  controls.  Proprietary  or  time-shared. 
Energy  management,  heating,  air  conditioning,  fire  management,  security  and  communications.  ©1979  Johnson  Controls,  Inc. 
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Johnson  Controls  has  an  easy,  informative 
building  analysis  Ideabook  to  help  you  toward 
total  control  under  the  new  energy  regulations. 
Send  for  your  Free  Ideabook  today.  Write: 

Mr.  Fred  Brengel,  President,  Johnson  Controls,  Inc. 
Ref.G-299,  Box  423,  Milwaukee,  Wisconsin  53201 
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Calling  a  turn 

The  cover  story  in  this  issue  was  born  in 
Detroit  in  May  of  this  year,  where 
Forbes  chief  editors  and  bureau  manag- 
ers had  assembled  for  a  brain  session. 
Someone  remarked  that  1979  was  the 
50th  anniversary  of  the  1929  crash. 
Someone  else  remarked  that  it  was  also 
the  anniversary — the  25th — of  the  start 
of  the  great  post-World  War  II  Bull  Mar- 
ket. Younger  staffers  noted  that  a  good 
many  people  their  age  found  the  stock 
market  wasn't  very  interesting;  they 
seemed  more  interested  in  real  estate, 
gold,  diamonds,  arts.  Why?  Chicago  Bu- 
reau Manager  Bob  Tamarkin,  40,  himself 
a  member  of  the  post-Bull  Market  gen- 
eration, volunteered  to  find  out. 

As  the  interviews,  statistics  and  other 
information  mounted,  Bob  was  at  first 
uncertain  whether  he  had  a  story.  He 
kept  digging.  As  the  summer  wore  on, 
something  dawned  upon  him:  By  the 
very  fact  that  stocks  had  lagged  for  so 
long,  many  had  become  a  great  bargain. 
The  editors  agreed  with  him.  When  we 
scheduled  the  article,  we  hadn't  the  fog- 
giest notion  that  the  stock  market  would 
pick  August  to  put  on  one  of  its  most 
impressive  displays  of  bullish  fireworks 
seen  in  recent  years.  We  don't  know 
whether  this  is  the  turning  point.  We  do 
feel  strongly  that  a  major  turn  is  coming, 
if  it  has  not  already  come.  For  our  rea- 
sons, see  page  49. 


"Gimme  shelter" 

Whenever  Associate  Editor  Jean  Briggs 
mentioned  to  a  friend  or  acquaintance 
that  she  was  working  on  a  story  about 
tax  shelters,  she  kept  getting  the  same 
reaction:  "Find  one  for  me,  will  you?  I 
really  need  one."  These  people  are  defi- 
nitely not  the  kind,  Briggs  says,  whom 
the  SEC  would  consider  suitable  for  most 
tax-shelter  schemes.  They  don't  have 
six-figure  incomes  and  huge  net  worths. 
But  they  all  feel  that  taxes  take  just  too 
much  of  what  they  have  worked  so  hard 
to  earn. 

We  hope  they  will  all  read  her  story, 
which  begins  on  page  70.  As  one  tax 
attorney  told  Briggs,  "Too  many  people 
have  the  idea  that  really  rich  and  sophis- 
ticated people  don't  pay  any  taxes.  They 
want  to  be  like  that  too."  The  deeper  the 
tax  man  cuts,  the  more  these  innocents 
search  for  an  escape.  The  higher  they  go 
in  their  tax  brackets,  the  more  suscept- 
ible they  become  to  dubious  tax-shelter 
schemes,  in  which  they  are  likely  to  lose 
all  their  money,  not  just  the  money  they 
would  have  paid  Uncle  Sam. 


Country  matters 

"You're  from  Maine  and  you  like  1 
Arnold?"  a  somewhat  amazed  John  1 
win  of  the  Forbks  West  Coast  &  Pa) 
Bureau  asked  Forrest  Shumway,  pi 
dent  of  Signal  Cos.,  in  the  course 
recent  interview  (see  />  136).  Shum 
proudly  admitted  that  his  secretary 
up  eight-track  stereo  tapes  not  onl 
Eddy  Arnold  but  by  Willie  Nel 
George  Jones,  Jerry  Lee  Lewis,  E 
Owens,  "Whispering"  Bill  Ande 
and — a  token  concession  to  Californ 
Linda  Ronstadt.  It  was  music  to  the 
of  Merwin,  a  31 -year-old  Texan  whe 
merly  hung  his  hat  in  places  like  Da 
Austin  and  San  Antonio. 

For  Merwin,  a  graduate  of  Trinity ' 
versity  and  the  University  of  Texas, 
transition  from  Texas  to  Los  Angeles 
been  rugged,  made  particularly  diffi 
by  congested  freeways,  bland  Mex 
food  and  only  one  FM  country  m 
station.  At  least,  there  wets  one.  Rece 
Merwin  flipped  on  his  favorite  FM 
tion  and  was  shocked  to  hear  rock  m 
blaring  and  a  disc  jockey  who  ident; 
himself  as  "Charlie  Tuna."  Drat, 
had  gone  and  changed  the  format. 


A  matter  of  viewpoint 

Senior  Editor  Jefferson  Grigsby,  wj 
account  of  the  mood  of  the  countr 
1954  begins  on  page  61,  was  a  cub  rei 
er  on  the  Sterling,  Colo.  Jdurnal-Adm 
in  1954.  He  says:  "Like  most  people 
I  had  no  interest  in  the  stock  market 
my  perception  of  the  economy  was] 
as  deflationary  but  as  inflationary.  T! 
was  a  minor  oil  boom  going  on  in 
Denver-Julesburg  basin,  and  an  influ 
oil  workers  into  Sterling  had  pus 
apartment  rentals  far  beyond  a  $q 
week  reporter's  salary." 

This  proclivity  for  running  everyt] 
through  one's  own  filter  is  what  mat 
so  hard  for  people  in  1954  to  recog 
the  favorable  economic  forces  that  \ 
at  work.  Thomas  A.  Murphy,  now  cl 
man  of  General  Motors,  was  on  the 
financial  staff  in  New  York  in  1954, 
for  the  first  part  of  the  year,  he  was 
on  his  back  in  a  hospital  with  tuberc 
sis.  GM  had  just  confidently  annoui 
a  $1  billion  expansion  program.  But  I* 
phy's  illness,  he  recalls,  "colored  all 
thinking.  I  thought  the  world  was  c 
ing  to  an  end.  Fred  Donner  [then 
chairman]  said  to  me:  'You  must 
awfully  sorry  for  yourself.  But  when 
look  back  on  this  it  will  be  as  if  it  ril 
happened.'  " 

And  that's  how  1954  was. 
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\vis  acts  to  cut  your 
transportation 

costs.  At  no  cost  to  you,  get  an 

Avis  CorporateTransportation  Survey. 


We  call  it  ACTS,  for  short. 

It  won't  cost  your  company  anything  but 
it  could  save  it  a  lot,  particularly  in  this  critical 
period  of  inflation  and  energy  consumption. 

Here's  why.  Although  the  transportation 
profile  of  each  company  differs,  here's  where 
many  companies  are  alike: 

First  of  all,  the  mix  of  owned,  a^j^^l 
leased  or  rented  vehicles  can 
be  made  more  cost-effective 
and  energy-efficient. 

Secondly,  the 
company  may  not  take  full 
advantage  of  available 


scounts  and  other  financial  techniques  that  improve  cash  flow. 

An  ACTS  study  spots  such  areas  of  opportunity  for  your  company. 
3r  instance,  ACTS  will  tell  you: 

If  your  company's  fleet  (car  or  truck)  is  energy-efficient,  relative  to 
>ur  needs. 

If  your  company  owns  cars  and  trucks  that  you  should  be  leasing. 
If  your  company  leases  cars  and  trucks  that  you  should  be  renting. 
CTS  will  also  tell  you:  p  m  ■■■■■■  ■ 

If  the  number  of  car  rentals  you  make  qualifies 
r  corporate  discounts  you  may  not  now  receive. 

If  your  car  rental  dollar  volume  entitles  you  to 
Iditional  rebates  other  companies  enjoy  (e.g.  some 
igin  at  just  $6,000  annual  gross  volume). 
If  cash  flow  can  be  improved. 
Must  you  be  highly  active  in  car  rental  and 
uck  and  car  leasing  to  gain  benefits  from  an  ACTS 
udy?  The  answer  is  no.  (And  your  company  doesn't 
have  to  be  a  big  company  either.) 

Fill  out  and  send  this  coupon. 
Or  call  our  Avis  toll  free  number 
800-331-1000  for  a  an  even  quicker 
appointment. 

Act  now!  And  Avis  ACTS. 
Avis  rents  and  leases 
OM  pars  and  trucks. 


Fl 

Avis  Rent  A  CarSystem,  Inc. 
900  Old  Country  Road,  Garden  City,  N  Y.  11530 
Attn:  Total  Transportation  Services  1  Vpartment 

Q  I  am  interested  in  receiving  an  Avis  Corporate  Transportation  Survey 
I  am  interested  in  receiving  infonnation  on  the  following  program(s): 
□  Rent  A  Car  □  Car  leasing  □  Thick  Leasing  □  Truck  Rental 

Name/Title  


Company- 
Address  


City/State/Zip_ 


AVIS 


We  try  harder. 
In  more  ways  than  one. 

c  1779  Avis  Rem  A  Car  Sysicm.  Inc  .  Avu.*  and  ttfc  in  harder  * 


the  history  o 


than  an 


In  1904,  Rolls-Royce  had  a  single  aim:  to  come  as  ne 
217  million  .gas-turbine  operating  hours  later;  that  hasn't  cha 


Trends 


Coupon-clipper  come-on 

Grocery  shoppers  in  Kansas  City  and 
Philadelphia  will  soon  be  getting  a  new 
lure — "Coupon  Bingo,"  a  device  de- 
signed to  encourage  clipping  from  news- 
paper ads  and  using  manufacturers' 
store-redeemable  "cents-off"  coupons 
and  win  up  to  $1,000  in  cash  for  doing  so. 
The  brainchild  of  Kansas  City  promoter 
Maynard  Small,  it  works  this  way:  The 
paper  buys  (at  $1  per  1,000  circulation)  a 
weekly  package  from  Small's  Creative 
Marketing  Associates,  including  his 
trademarked  and  copyrighted  coupon 
bingo  board.  The  newspaper  inserts  on 
the  board  figures  matching  the  "cents- 
off"  coupons  in  its  "best-food  day"  issue 
(Wednesday  in  most  cases);  the  house- 
wife, or  whoever,  searches  the  paper  for 
the  coupons,  marks  off  the  squares  corre- 
sponding to  the  discounts  offered,  mails 
in  the  published  bingo  board  and  quali- 
fies for  the  prizes.  The  paper  can  recoup 
its  costs  (it  also  pays  for  the  prizes)  by 
charging  advertisers  a  fee  to  have  their 
brand  names  inserted  in  Small's  bingo 
card  instead  of  an  unidentified  cents-off 
amount.  The  plan  will  get  its  first  run  in 
the  Kansas  City  Star  this  month  and  in 
the  Philadelphia  Bulletin  in  October. 

The  new  steelmakers 

Steel  exporters  like  Germany  and  Japan, 
already  strapped  for  markets  (even  at  bar- 
gain-basement prices),  will  find  things 
even  tougher  in  the  next  few  years,  ac- 
cording to  the  Central  Intelligence  Agen- 
cy. A  CIA  report  points  out  that  the  less- 
developed  countries  of  South  America, 
Africa  and  Asia,  which  were  importing 


almost  half  their  steel  during  their  high- 
growth  years  of  the  1960s,  have"  built  up 
their  own  steel-pouring  capacities  dra- 
matically. Between  1971  and  1977, 
LDCs  aroiind  the  world  doubled  their 
steel  production  and  the  CIA  expects 
them  to  double  it  again  by  1985.  (During 
the  same  period,  the  Middle  East  quintu- 
pled its  capacity.)  By  the  mid-1980s,  the 
CIA  predicts,  the  LDCs  will  be  turning 
out  75%  of  their  steel  needs — and  that 
takes  into  account  their  own  steadily 
increasing  appetite  for  the  metal.  One 
consolation:  With  very  few  exceptions 
(India,  for  one),  the  LDCs  are  not  expect- 
ed to  become  net  exporters  of  steel.  Iron- 
ically, the  CIA  notes,  many  developed 
nations  whose  steel  mills  are  operating 
well  below  full  capacity  helped  to  build 
up  producers  in  the  LDCs  with  joint 
ventures  and  nonequity  investments. 

Departure  time 

Aviators  say  there  are  old  pilots  and  bold 
pilots  but  no  old,  bold  pilots.  Under  fed- 
eral rules,  there  are  no  old  airline  pilots, 
bold  or  otherwise.  Congress  wants  to 
change  that,  despite  stout  opposition 
from  the  airlines  and  the  Federal  Avi- 
ation Administration,  which  maintain 
that  the  present  retire-at-60  requirement 
(set  in  1959)  is  a  safety  measure  and  not 
age  discrimination.  The  battle  is  produc- 
ing schizophrenia  in  the  30,000-member 
Air  Line  Pilots  Association.  Most  of  the 
senior  pilots  who  fly  the  jumbo  jets  (and 
wield  the  power  in  the  ALPA)  want  to 
keep  their  seats  and  their  salaries,  which 
average  $65,000  and  can  run  above 
$100,000.  The  problem  is  that  the  major- 
ity of  ALPA  members  are  younger  men 


On  the  flight  deck  of  a  jumbo  jet 

Is  60  too  old  to  command  the  big  ones? 


who  average  $42,000  as  number-twi 
lots  and  $32,000  as  number-threes, 
higher  the  retirement  age,  the  loj 
they  wait  for  top  slots,  which  in  turn 
getting  scarcer  as  planes  keep  get 
bigger  and  fewer.  With  the  ava 
ALPA  member  only  42,  the  union  q 
walk  a  delicate  line.  It  opposes  the 
year  age  limit  on  principle  but  it  is 
ing  the  main  lobbying  effort  on  Caj 
Hill  to  a  group  called  the  "Pilots'  Ri: 
Association,"  made  up  mainly  of  sej 
and  retired  pilots.  (ALPA  staff  mem 
have  orders  to  stay  strictly  aloof  f 
this  "pilots'  lobby.")  The  airlines 
backing  a  long-standing  proposal  to  1! 
the  National  Institutes  of  Health  s( 
what  age  does  to  an  aviator's  abili 
The  trouble  is  that  any  such  study  w» 
take  at  least  a  year  to  complete- 
Congress  has  yet  to  authorize,  much 
appropriate,  the  money  for  it. 

Banks  on  campus 

Student  loans  have  suddenly  acqii 
new  luster  on  Wall  Street,  despite  a  d« 
quency  rate  that  should  make  therl 
attractive  as  underwater  real  estate, 
reason  is  that  since  Congress  eliminj 
financial  need  as  an  eligibility  reql 
ment  for  such  loans  last  year,  dent 
has  soared.  Another  is  Wall  Street's  ) 
ger  for  new  business,  particularly 
where   the  federal  government  h 
most  of  the  burden  and  risk.  It  worksi 
this.   State   education   agencies  ii 
bonds,  either  to  buy  student  loans  f 
banks  making  them  or  to  get  into 
loan  business  themselves.  Because 
bonds  are  free  of  federal  income  ta 
the  states  get  the  money  for  about 
Students  are  charged  7%,  so  one  mai 
is  already  built  in.  But  there's  m 
more.  Washington  not  only  guaran 
both  interest  and  principal  but 
sweetens  the  pot  with  an  interest  si 
dy  linked  to  91 -day  Treasury  bills 
can  add  an  extra  bonus  to  income  on 
bonds.  Only  $45  million  worth  of 
dent-loan  bonds  were  issued  in  1 
Last  year,  with  the  means-test  reqi 
ment  eliminated,  the  total  jumpe< 
$210  million,  and  in  the  first  half  of  1 
almost  $300  million  worth  was  issu< 
NHHHmiiHHHnmHgii 

Give  and  take 

Chrysler's  horrendous  troubles  ha\ 
dampened  its  dealers'  zeal  for  the  qi 
buck.  The  company  is  offering  di 
$400  rebates  to  customers  who  bu?| 
bigger,  gas-eating  models,  a  potent  c 
making  tool  for  the  showroom  salesr 
But  while  taking  full  advantage  of 
manna  from  Detroit,  some  dealers 
more  than  making  up  their  big-car 


7outoflO 
Swissair  passengers 
don't  say  goodbye. 


They  say  "au  revoir,"  because  7 
out  of  10  of  them  will  be  back 
flying  Swissair  again.  And 
again.  And  again.  Swissair  is 
known  for  its  high  percentage 
of  repeat  passengers.  The  fact 
is,  the  more  demanding  the 
traveler  is,  the  more  they  de- 
mand to  fly  Swiss  Class. 

Swiss  Class  is  different. 
You'll  be  flying  the  one  airline 
where  keeping  to  the  schedule 
is  a  matter  of  national  pride.  It 
means  you  can  count  on  on- 
time  departures  and  a  schedule 
that  doesn't  change  when  the 
seasons  do. 


Swiss  Class  is  gourmet 
meals  served  on  china  plates  — 
in  both  first-class  and  economy. 
It's  more  room  because  there's 
one  less  seat  per  row  in  econ- 
omy than  on  most  other  air- 
lines. It's  impeccable  service 
from  our  Swiss-efficient  cabin 
attendants.  It's  a  special  wel- 
come and  helpful  assistance 
awaiting  you  when  you  land. 

Swiss  Class  service  is  the 
reason  that  7  out  of  10  of  our 
passengers  come  back  to  fly 
with  us  again.  They  bring  their 
families  and  combine  business 
with  pleasure.  (Swissair  has  a 


full  variety  of  fares  to  suit  your 
needs.)  After  all,  Switzerland  is 
the  heart  of  Europe  and  the 
perfect  place  for  connections  to 
the  rest  of  the  world. 

Wherever  you're  flying,  you 
deserve  to  fly  there  Swiss  Class. 

For  Swissair  reservations 
from  New  York,  Boston,  Chi- 
cago, Montreal  or  Toronto,  with 
connections  to  93  cities  in  63 
countries  on  5  continents,  call 
your  travel  expert  or  Swissair. 
We  fly  the  world  Swiss  Class. 

//////ig/W/// 

Swissair^/ 


Our  insurance 
is  flexible  because 
your  business 
is  growing. 


As  your  insurance  needs  change  and 
grow,  so  will  the  Commercial  Account 
Policy  (CAP)  from  Commercial  Union. 
It  is  designed  to  offer  you  virtually  any 
coverage  available  with  the  added 
advantage  of  having  all  coverages 
written  in  one  policy  and  serviced  by 
one  company.  Coverage  is  designed  to 
accommodate  the  unique  characteris- 
tics of  your  particular  business.  Plus 
there  is  a  special  premium  adjustment 
plan  which  can  offer  a  premium  dis- 
count to  businesses  with  a  record  of 
successful  loss  control. 

The  CAP  Policy  also  offers  broad 
eligibility.  From  the  largest  corporation 
to  the  local  business  on  Main  Street. 
CAP  now  has  an  easier  to  read  format 
with  coverages  readily  determined  at 
a  glance. 

In  short,  CAP  offers  just  about  any 
coverage  for  just  about  any  business  at  a 
most  competitive  price.  That  is  a  flexible 
insurance  policy .  .  .  designed  to  grow 
with  your  business. 

If  you  wish  to  learn  more  about  fit- 
ting CUs  CAP  to  your  needs,  contact 
the  nearest  Independent  Insurance 
Agent  who  represents  Commercial 
Union. 

Helping  you  control  the  cost  of 
your  insurance  premiums. 

f/*GENT  J 


Commercial  Union 
Assurance  Companies 

One  Beacon  St. 
Boston,  MA  02108 


Trends 


:s  by  jacking  up  prices  on  the  small- 
nni  and  Horizon  models  shoppers 
lamoring  for.  At  a  big  promotion 
n  Washington,  D.C.,  for  example, 
:  big-car  salesmen  were  using  the 
factory  rebate  as  a  selling  point,  a 
on's  window  sticker  price  of 
3  had  been  built  up  with  $100  for 
tional  dealer  markup,"  $60  for  "ad- 
ing,"  $40  for  undercoating  and  an- 

$200  that  wasn't  explained  at  all. 
ler  Horizon  with  a  $6,251  sticker 
:d  an  extra  $149  for  a  wax  job,  $60 
vertising  and  $40  for  undercoating. 
indshield  bore  two  painted  legends: 
1  $6,770"  and  "Now  $7,070.") 
>ler  also  has  a  special  problem  with 
nailer  models.  It  can  build  only 

300,000  Omnis  and  Horizons  a 
because  it  has  to  buy  its  engine 
s  from  Volkswagen.  Chrysler  could 
DUt  another  50,000  with  overtime 

but  it  hasn't  been  able  to  persuade 
.vhich  is  doing  nicely  with  its  own 
milt  models)  to  produce  the  extra 


Fighting  city  hall 

ington  bureaucrats  seem  to  be 
ng  away  from  their  efforts  to  set 
:ales  in  the  computer  and  business- 
ine  industry.  The  Labor  Depart- 
has  been  trying  to  impose  area-by- 
"prevailing  wage"  standards  for 
:enance  work  on  government  ma- 
s  and  the  manufacturers  are  balk- 
hey  fear  the  bureaucrats  will  make 
/erage  wage  ($20,000  in  this  high- 
ology  field)  the  minimum,  thus 
ng  up  industry  costs  by  as  much  as 
million  a  year  and  feeding  inflation, 
omputer  firms  have  threatened  to 
naintaining  Uncle  Sam's  machines 
ome  already  have  done  so.  Now, 
has  quietly  offered  the  industry  a 
y  exemption  from  the  proposed 
standards  to  allow  further  study, 
many  U.S.  contracts  are  figured  on 
:.  30  basis  (the  day  the  federal  fiscal 
mds),  90  days  is  enough  to  allow 
new  contracts  to  go  through  with- 
te  standards.  The  industry,  howev- 
lot  placated.  The  exemptions  apply 
:o  maintenance  work  on  automatic 
)rocessing  and  telecommunication 
ment  that  is  part  of  a  lease  or  pur- 
agreement.  They  do  not  cover  such 
as  copiers  and  typewriters;  nor  do 
apply  to  maintenance-only  con- 
.  The  Computer  &  Business  Equip- 
Manufacturers  Association  is  not 
Eied.  "We  have  no  intention  of  giv- 
)  the  fight,"  a  spokesman  says,  "un- 
:  exemption  is  permanent  and  cov- 
e  entire  industry." 


Robertshaw's 
stew  System  110 

plugs  into  existing 

AC  circuits  to 
cut  energy  costs 

up  to  25%  for 
hotels/motels. 


A  breakthrough  in  communications  technology  by  Robertshaw  enables 
the  new  System  1 10  to  control  heating  and  cooling  in  up  to  10,000  rooms. 
Automatically  raises  and  lowers  temperatures  in  any  type  of  system- 
individual  or  central  units.  Working  through  "in  place"  110-volt  wiring, 
System  1 10  is  easily  installed,  can  pay  for  itself  quickly.  Options  for  man- 
aging such  functions  as  wake-up  and  front  desk  checking  can  also  save 
on  labor  costs. 

Energy-efficient  System  110  is  a  companion  to  Robertshaw's 
STATaCOM  that  streamlines  lodging  operations.  Cutting  costs  is  a 
prime  function  for  many  of  Robertshaw's  10,000  control  products  for 
home,  commerce  and  industry. 
Write  to  Robertshaw  Controls  Com- 
pany, Dept.  ISF,  P.O.  Box  26544, 
Richmond, VA  23261.  Or  call  804/ 
281-0700. 

Exports:  call  Robertshaw  Interna- 
tional Operations,  804/  285-4161. 


i  The  Energy  Control  Company. 


CHARGE. 


I*- 


Unplug  yourself  from  the  world  and  let  The 
Spa  at  Palm-Aire  restore  your  spirit  for 
living.  Skilled  professionals  will  guide  you 
through  an  individually  designed  diet  and 
exercise  program  that  will  make  you 
feel  like  you  haven't  felt  in 
years.  And  you'll  take  your  pro- 
gram home  with  you  to  keep  you 
feeling  that  way.  The  Spa  has 
separate  (but  equal)  facilities  for 
men  and  women.  Enjoy  a  luxu- 
rious Spa  hotel  suite.  Plus,  2,400 
acres  of  golf,  tennis,  swimming 
and  Florida  Sun. 
agent,  write  or  call  Saul  Chato,  V.P.  Hotel 
Sales  &  Marketing  for  rates  or  reservations. 
800-327-4960  (TOLL  FREE)  305-972-3300  (Canada  or  Florida) 

One  of  the  world's  great  Spas  is  in  Florida. 

The  World  of  Palm-Aire  Dept.  21187,  2501  P<ilm-Aire  Drive  North,  Pompano  Beach,  Florida  33060 


your  travel 


Name. 


Address . 
City  


State. 


Zip 


Tell  me  more  about: 

□  Golf  Vacations 

□  Spa  Plans 

□  Special  Group  Rates 

□  Meeting  Programs 


5,  SEPTEMBER  17,  1979 
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Executives/Professionals 

BORROW  up  to 

$25,000 

by  Mail 

If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu- 
tive or  professional  person.  Com- 
petitive rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll-free 
800-525  1344  or  mail  coupon. 


W.L.  Martin 

Dept.  0546 
14201  E.  4th  Ave. 

P.O.  BOX39F 
Denver.  Co.  80239 


W  ~  Write  to: 

W.L.  Martin 

rDept.  0546 
14201  E.  4th  Ave.,  P.O.  Box  39F 

■ Denver,  CO  80239 
Send  complete  information  and  a  loan  application 
£  Name  


Address- 
City- 


1 

I 
I 


-State- 


_Zip- 


ite  ol  The  St.  Paul  Companies  Inc. 


CONTROLLER 

LOS  ALAMOS  SCIENTIFIC  LABORATORY 

LASL,  a  leading  national  scientific  laboratory  en- 
gaged in  Weapons  and  Energy  Systems  R&D,  seeks 
a  mature  professional  to  assume  responsibility  for 
managing  the  over-all  financial  activities  of  the 
Laboratory  including  the  preparation  of  financial 
operating  plans,  development  and  maintenance  of 
budgets,  preparation  of  financial  reports,  and  anal- 
yses of  financial  condition,  with  recommendations 
to  management  to  correct  deficiencies  and  ensure 
compliance  with  sound  financial  management  prin- 
ciples and  government  University  of  California  Lab- 
oratory financial  policies/procedures.  Maintains  fis- 
cal liaison  with  the  Department  of  Energy  Universi- 
ty of  California  contractors  and  other  organizations. 
Directs  the  reporting  functions  of  Administrative 
Data  Processing,  Accounting,  Financial  Manage- 
ment Office  and  Special  Projects  Office.  Jointly 
responsible  with  Program  Managers  for  the  alloca- 
tion of  Central  Computer  Facility  resources. 

Demonstrated  ability  to  manage  a  comprehensive 
financial  program  for  a  scientific,  engineering  or 
high-technology  organization.  Must  be  able  to  ap- 
ply state-of-the-art  financial  management  tech- 
niques to  ensure  optimum  utilization  of  resources 
and  cost  effectness.  Requires  ability  to  effectively 
interface  and  counsel  technical/administrative 
managers  on  financial  matters.  Knowledge  of  gov- 
ernmental financial  management  procedures  pre- 
ferred. 

Undergraduates  or  graduate  degree  in  accounting' 
finance  or  equivalent  experience  and  training  re- 
quired. 

Direct  resume  with  salary  requirements  to: 
Mr.  R.  Lynn  Wilson,  Employment  Manager 
DIV  79-  AC 

Los  Alamos  Scientific  Laboratory 
P.O.  Box  1663 

Los  Alamos,  New  Mexico  87545 

AN  AFFIRMATIVE  ACTION/EQUAL 
OPPORTUNITY  EMPLOYER 


The  age  of  innocence 

"Imagine  having  to  pay  80  cents  to  90 
cents  a  gallon  for  gasoline.  Or  seeing  your 
home  heating  bill  go  from  $400  to  $800  a 
year.  All  this  in  1971  dollars:  Throw  in 
an  inflation  factor,  and  the  gasoline  could 
be  $1  and  the  heating  bill,  $1,000.  At  the 
same  time  the  price  of  electricity  jumps 
30%.  .  .  .  And  the  car — well,  they  make 
very  few  of  those  big  station  wagons 
anymore.  They  cost  too  much,  and 
they're  even  more  costly  to  operate." 

— Forbes,  Aug.  1,  1971 

Still  a  long  way 

"Write  New  York  State  down  as  progres- 
sive. The  Senate  at  Albany  has  appointed 
a  woman  as  State  Industrial  Commis- 
sioner. The  salary  is  $8,000  a  year.  Miss 
Frances  E.  Perkins  will  probably  earn  it, 
and  more." 

— B.C.  Forbes,  Fact  and  Comment, 
Forbes,  Mar  8,  1919 
That  comment  by  Forbes'  founder 
might  have  been  apt  in  1919,  when 
women  were  still  fighting  for  the  right  to 
vote,  but  women  have  come  a  long 
way— and  have  a  long  way  to  go.  Frances 
Perkins,  of  course,  went  on  to  become 
Secretary  of  Labor  in  Franklin  Roose- 
velt's Cabinet,  and  women  have  since 
become  commonplace  in  such  exalted 
political  office.  In  Washington,  President 
Carter  has  named  close  to  300  women  to 
Executive  department  posts  during  his 
first  2Vi  years  in  office.  New  York  State 
today  has  about  80  women  in  positions 
similar  to  the  one  accorded  Miss  Perkins 
60  years  ago.  Overall,  however,  women 
can  see  much  room  for  improvement. 


The  federal  Equal  Employment  Oppc 
nity  Commission  in  1978  recoi 
602,000  women  as  "officials  and  ma. 
ers"  in  private  industry,  compared  \ 
almost  3  million  men  holding  tl 
ranks.  The  picture  in  government 
worse.  The  official  count  for  wome 
"government  administrative  and 
agerial  levels"  for  1977  stood  at  a  1 
more  than  12,000  or  slightly  less 
6%  of  the  213,000  total. 

Hope  springs  eternal 

Fuel  crisis  or  no,  Tom  Corson,  chair; 
and  CEO  of  Coachmen  Industries, 
told  Forbes  last  year  (May  1,  1978 
expected  to  keep  right  on  selling 
company's  trailers,  campers  and  m 
homes.  "Our  customers,"  he  said, 
dedicated  to  their  way  of  life." 

Corson  had  reason  for  that  confide 
While  the  1973  OPEC  oil  embargo 
recession  wiped  out  30%  of  the  des 
and  a  fifth  of  the  manufacturers  in 
recreational  vehicle  industry,  he  hoc 
his  ad  and  sales  budgets  by  50%. 
result:  an  increase  in  Coachmen's  i 
ket  share  from  2.5%  to  almost  6°/ 
three  years,  and  a  growth  in  revei 
from  $54  million  in  1973  to  $305  mil 
in  1978.  In  April  1979  the  Middleb 
Ind.  company  voted  its  regular  15- 
dividend,  despite  first-quarter  earn 
of  only  7  cents  a  share.  Then  the  spi 
of  lines  and  rationing  at  gas  stations 
duced  a  58%  drop  in  industry  shipm 
of  RVs  in  June  and  a  76%  fall  in 
ments  of  gas-guzzling,  self-powered 
tor  homes,  almost  half  of  Coachrr 
business. 

A  $1.9  million,  second-quarter 
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Frances  Perkins  greets  "the  Boss" 

or  so/  progress  but  a  long,  long  road  ahead. 
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IF  SAVIN  COULDN'T  MAKE 
A  COPYING  SYSTEM  BETTEI 
THAN  THE  XEROX 3400, 


T  T 
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System 


Before  we  built  the  Savin  System  600,  we 
took  a  long,  hard  look  at  the  Xerox  3400. 

Frankly,  we  weren't  impressed. 

We  saw  the  opportunity  for  a  faster,  more 
productive  and  simpler  copying  system.  And 
our  results  live  up  to  our  expectations. 

Speed  is  of  the  essence.  The  System  600 
leaves  the  3400  in  the  dust.  Our  first  copy  time 
is  faster:  just  5  seconds.  We  offer  more  copies 
per  minute:  30. 

At  your  convenience.  A  single  operator 
can  feed  copies  into  the  System  600,  and  re- 
trieve them  from  20  eye-level  bins,  without  be- 
ing a  contortionist.  The  Xerox  3400  has  but  15 
bins,  and  they're  only  knee-level.  (Savin  be- 
lieves no  one  should  have  to  stoop  to  collate.) 

What's  more,  the  System  600  holds  more 
paper:  1000  sheets  in  the  Main  Paper  Tray  and 
250  sheets  in  the  Auxiliary  Cassette. 

It  does  any  sort  of  job.  The  System  600 
can  sort  -  or  collate  -  up  to  20  copies  of  a  50-page 
report.  The  3400  can't  handle  a  job  that  big. 

And  the  System  600  can  also  do  another 
form  of  sorting,  called  grouping.  By  using  the 
20  bins  as  20  separate  exit  trays,  you  can  handle 
up  to  20  unrelated  copying  jobs. 

Grouping  is  an  amazingly  practical  func- 
tion, and  the  Xerox  3400  can't  do  it.  Nor  can  the 
Xerox  5400,  a  machine  costing  over  $10,000 
more.  (Savin  is  in  a  group  by  itself!) 

We're  ahead  on  every  count.  Because 
simplicity  is  its  keynote,  the  System  600  doesn't 
need  a  key  operator.  The  Xerox  3400  does. 

Our  System  handles  originals  face-up  and 
returns  both  the  originals  and  copies  face-up. 
That  way  you  always  see  what  you  are  copying. 

All  functions  on  the  600  are  dictated  by  a 
centralized  electronic  control  panel. 

And  when  you're  finished,  the  System  600 
shuts  off  automatically  -  saving  energy.  The 
Xerox  3400  doesn't  shut  off  by  itself. 

Of  course,  with  the  System  600  you  get  the 
genius  of  Savin's  copiers.  Their  incredible  copy 
quality  and  acknowledged  reliability,  thanks  to 
innovations  like  our  short  12"  paper  path. 

The  Savin  System  600.  It's  our  first  copier- 
sorter.  And  already,  it's  the  last  word. 

The  Savin  System  600  is  currently  available  in  Boston  and 
Washington,  D.C.  Available  nationwide  by  early  1980. 

*Savin,  Savin  logotype  and  System  600  are  registered  trademarks  of 
Savin  Corporation.  'Xerox  is  a  registered  trademark  of  Xerox  Corporation. 
'1979  Savin  Corporation,  Valhalla,  N  Y.  10595. 

SAVIN  CORPORATION,  Valhalla.  N.Y.  10595 

|   Please  provide  additional  information  on: 

|   The  Savin  System  600  Copier  F9917  | 

J  Name/Title  [ 

J  Firm  J 

I  Telephone  | 

a  Address   ! 

1  City  State  Zip  ' 
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Walter  Morton* 


A  proud  collection  of  fine 
suits  for  fall:  CAVALCADE 

The  Cavalcade  Collection 
represents  an  assemblage  of 
superb  suitings  selected  from 
the  outstanding  products  of 
the  world's  foremost  mills. 
As  befits  these  premium  fabrics, 
Walter-Morton  tailors  them  in 
suits  distinguished  by  a  wealth  of 
hand  needlework,  perfection  of 
detail  and  long  wearing  enjoyment; 
all  characteristics  of  every  garment 
bearing  this  respected  name. 


CAVALCADE 


The  Southeast's 
Number  ONE 
Business  Machine 


FLORIDA,  the  Southeast's  Number  One  Business  Machine, 
has  generated  more  manufacturing  establishments  than  any 
other  Southeastern  State.  As  executives  become  increasingly 
familiar  with  Florida's  .positive  business  attitudes,  more  and 
more  companies  are  expanding  and  locating  in  Florida. 

And  for  very  good  reasons:  Highly  skilled  labor  pool, 
sophisticated  multi-faceted  transportation  and  communications 
systems,  excellent  educational  facilities,  ready  air  access  to 
Europe  and  Latin  America,  the 
Sunshine  State's  climate 
and  living  conditions  and 
the  availability  of  suitable 
executive  housing. 

Our  professional  staff  is 
at  your  service. 


Write  or  call: 

Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  W.  Games  Street,  Room  767  H 
Tallahassee,  Florida  32304 
(904)  48&-5507 
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THE  PLACE  TO  BE 
FOR  BUSINESS 


Follow-Through 


brought  a  touch  of  realism.  With 
stock  selling  at  less  than  half  book  va| 
corporate  raider  Victor  Posner  grabbi 
5.2%  interest.  In  August  Coachm( 
board  suspended  the  dividend. 

Even  Posner 's  ominous  presfl 
hasn't  dimmed  Tom  Corson's  enth 
asm.  "With  what  we  have  and  the  re< 
we  have,  it  doesn't  concern  me,"  he  s 
The  "what-we-have"  is  about  25%  o{ 
company,  shared  by  the  three  Col 
brothers  (Chairman  Tom,  Presi 
Keith  and  ex-board  member  ClaiJ 
three  wives  and  four  children.  Anoj 
12%  is  held  by  institutions. 

Are  Coachmen's  customers  so  " 
cated"  that  they  will  keep  buying? 
Corson  thinks  so.  When  gas  lines  di 
peared,  he  notes,  Coachmen's  July  s 
jumped  back  almost  to  1978  levels, 
dealer  inventories  lower  than  usual 
looks  for  a  sales  boost  in  the  fall.  "Yl 
be  surprised  how  rapidly  this  busi, 
improves,"  he  says.  So,  while  bracet 
1979  losses  ($1.20  a  share,  by  one 
mate),  Corson  says  Coachmen  will  "< 
nitely"  be  in  the  black  for  1980.  "w 
been  through  hell  for  four  months,' 
says.  "It  can  only  get  better." 

Keep  on  trucking 

Booming  truck  sales,  Forbes  noted 
year  (Sept.  4,  1978),  had  saved  auto-c 
pany  earnings  from  becoming  "m| 
able  reading,"  but  a  drop  in  1979  c 
mean  "quite  a  jolt  in  the  profit  colur 
Are  trucks  still  delivering?  It  do< 
seem  that  way.  Industry  sales,  accor 
to  James  Riley,  director  of  General 
tors  truck  marketing,  were  off  a 
15%  in  mid-August.  The  big  loi 
moreover,  were  in  pickups,  the  red 
item  last  year  when  trucks  bee 
trendy  and  dinner  jackets  were  repla 
sweatshirts  in  the  cabs.  Ford  pick 
vice  president  James  Capolongo 
Forbes  last  year,  were  "the  largest- 
ing  automotive  line  in  the  world. 
August  1978,  Ford  had  sold  ah 
584,000  of  them.  During  the 
stretch  of  1979,  however,  sales  slipp* 
fewer  than  474,000.  Over  at  GM,  sal 
light-duty  vehicles  had  fallen  12 
with  vans  the  major  casualty.  Both  c 
panies,  however,  saw  signs  of  an  upi 
Mid-August  figures,  Riley  said,  she 
sales  of  light-duty  trucks  increasing 
mini-pickups  like  Chevrolet's  LUV 
"light  utility  vehicle")  up  55%.  For 
August  period,  Ford  reported  its  w 
truck  line  up  23%,  with  heavy  veh 
down  2%,  medium  trucks  up  34% 
pickups  up  31%.  The  recovery,  C 
Riley  said,  stemmed  from  "more  c| 
dence  that  fuel  is  available." 
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The  all-aluminum 
beverage  can. 

We  developed  it.  But  you 

made  it  first. 


he  all-aluminum  can 
now  carries  well  over  half 
the  country's  beer  and  a  lot  of  its  soft  drinks.  It's 
the  fastest  growing  beverage  container  around. 
After  all,  the  aluminum  can  gets  around  a  lot  of  problems. 

Aluminum  cans  don't  break  like  bottles. 

They  do,  however,  chill  quickly,  stack  compactly,  travel  easily. 
And  an  empty  aluminum  can  weighs  about  one-twelfth  as  much 
as  a  twelve-ounce  bottle.  So  they  save  the  country's  energy  in 
shipping.  And  your  energy  carrying  them. 
And  their  metal  goes  on  practically  forever. 
Aluminum  cans  recycle.  Saving  95% 
of  the  energy  it  takes  to  make 
aluminum  from  ore. 

These  days,  aluminum  cans  even 
have  Stay-On-Tabs.  So  you  get 
more  to  recycle  and  less  to  litter. 
As  it  turns  out,  America's 
favorite  drink  container 
is  also  the  most  sensible. 
The  Reynolds  all-aluminum  can. 
Thanks  to  you  we  make  it. 


Conserving  our  resources  ond  energy. 
Aluminum  con  ond  Reynolds  does. 
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t's  reassuring  to  know  the  Mercedes-Benz  240D 

an  take  you  farther  on  a 

ank  of  fuel  than  any  other  car  sold  in  America 


)n  the  one  hand,  it  is  pure 
Mercedes-Benz  -  with  all 
e  quality  and  integrity  the 
me  implies.  On  the  other,  the 

0  Diesel  costs  $5,000  less  than 
y  other  Mercedes-Benz  -  and 
ti  take  you  633  miles  on  a  sin- 
;  All-up.  Read  how  the  240  D 

n  gratify  both  your  pocket- 
ok  and  your  love  of  fine  cars. 

Relentless  efficiency  is  the 
rcedes-Benz  240  D's  mission  in 

From  its  stouthearted  Diesel 
?ine  to  its  four-speed  manual 
nsmission  to  its  wind-cheating, 
•odynamically  "clean"  body  shape, 

>  an  enemy  of  waste  in  all  its 
ms. 

But  what  sets  the  240  D  apart  is 

1  fact  that  these  efficiencies  are 
idered  by  a  solid,  IVi-ton  automo- 
t  that  doesn't  look  or  feel  like  any 
onomy"  car  you  have  ever  known. 

No  corners  cut 

rtain  costlier  Mercedes-Benz 
lans  sit  on  a  110-inch  wheelbase 
1  share  a  body  shell  notable  for 
spaciousness  of  its  interior  and 
trunk.  That  same  wheelbase,  that 
tie  body  form  the  basis  of  the 
)D. 

It  is  full-blooded  Mercedes- 
iz  in  its  technical  advances  too. 
i  fully  independent  suspension, 
r-wheel  disc  brakes  and  superb 
;ver  steering  system  fitted  to  those 
tlier  sedans  are  also  fitted  to  the 
)D.  As  are  power  brakes,  a  central 
uum  locking  system,  even  a 
irtz-crystal  chronometer.  And  ev- 
painstaking  step  of  workmanship 
1  finish  that  those  other  models 
iergo,  the  240 D  undergoes. 

What's  in  a  bread  box? 

nsider  the  mechanical  heart  of 
240  D.  It  is  a  four-cylinder  Diesel 
»ine  whose  146.4  cubic  inches  of 
placement  would  barely  fill  the 
rage  bread  box.  But  what  feats 
engineers  make  it  perform: 
•  It  is  strong  enough  to  propel 

>  substantial  automobile  along 

jr  after  hour  at  American  highway 


speeds,  yet  so  finely  balanced  that 
you  cruise  along  at  55  mph  without  a 
hint  of  Diesel  vibration  or  "knock." 

•  It  can  be  driven  for  thousands 
upon  thousands  of  miles  without 
needing  a  conventional  tune-up. 
Most  engine  parts  that  would  need 
to  be  tuned  up  aren't  there:  no  car- 
buretor, no  spark  plugs,  no  distribu- 
tor, no  points. 

•  It  runs  on  Diesel  fuel,  still 
America's  cheapest  automobile  en- 
ergy source.  And  despite  its  IV2  tons, 
it  delivers  an  estimated  thirty  miles 
per  gallon.  This  is  the  EPA  estimate 
for  a  240  D  equipped  with  a  4-speed 
manual  transmission.  Remember: 
Compare  this  estimate  to  the  'esti- 
mated mpg'  of  other  cars.  You  may 
get  different  mileage,  depending  on 
how  fast  you  drive,  weather  condi- 
tions, and  trip  length. 

This  mileage  and  a  21.1-gallon 
tank  create  a  driving  range  so  vast 
that  it  is  possible  to  go  from  New 
York  to  Washington,  sightsee,  then 
turn  around  and  go  back  to  New 
York  again  -  all  on  a  single  fill-up. 

Efficiency  is  standard 

The  240  D's  four-speed  manual  shift 
and  its  lack  of  power  accessories 
both  reduce  initial  cost  and  increase 
running  efficiency.  But  if  this  seems 
a  touch  too  austere  -  if  you  choose 
the  comforts  of  air  conditioning  and 
electric  windows  and  automatic 
transmission  over  the  economies 
created  by  their  absence -you  can 
order  them  as  extra-cost  options. 
You  will  still  be  driving  a  frugal- 
hearted  car. 

120  safety  features 

In  your  240  D,  the  doors  are  a  safety 
feature.  The  steering  column  and 
wheel  are  safety  features.  The  glove- 
box  door  lock  is  a  safety  feature. 
Even  the  profile  of  the  taillight 
lenses  is  a  safety  feature  - 
designed  to  help 
swirl  slush  or 
mud  away  in  the 
airstream  as  the 
car  moves  along, 


keeping  your  brake  lights  visible  to 
following  traffic. 

Satisfying  sensations 

The  240  D  is  a  richly  satisfying  car  to 
drive  because  it  is  intelligently  engi- 
neered down  to  the  fine  points. 

One  fine  point  is  zero-offset 
steering  geometry'.  Simply  put,  it 
helps  the  car  maintain  a  straight  line 
even  as  you  thunder  over  potholes. 
Another  is  the  shock  absorber  fitted 
into  the  steering  mechanism,  to  blot 
up  thumps  that  might  otherwise  jar 
your  hands  on  the  wheel. 

Unrivaled  resale  value 

There  are  some  things  that  the  240  D 
cannot  do.  For  instance,  it  cannot 
depreciate  drastically  in  value 
overnight. 

The  happy  fact  is  that,  over  the 
past  five  years,  Mercedes-Benz  240  D 
Sedans  have  been  shown  to  retain 
over  80 percent  of  their  original 
value. 

A  Diesel  down  to  its  soul 

Finally,  the  240  D  comes  from  the 
company  that  has  spent  more  years 
building  Diesel  automobiles  and  has 
built  more  of  them  (two  million  and 
climbing)  than  any  other  company 
in  the  world. 

Mercedes-Benz  sees  significant 
differences  between  a  Diesel  car  and 
a  car  with  a  Diesel  engine.  The  240  D 
is  designed  as  a  Diesel  to  the  core, 
its  every  major  component  matched 
to  the  unique  demands  of  Diesel 
operation. 

In  sum,  the  240  D  is  for  people 
who  are  seriously  concerned  with 
driving  efficiency.  And  Mercedes- 
Benz  has  been  seriously  concerned 
with  building  Diesel  cars, 
not  for  four  years  or  so  but 
four  decades  or  so. 


240D  can  take  you  633  miles  on  a  single  fill-up. 


t  l979  Mercedes  Benz  of  Norih  America,  Inc..  One  Mercedes  Drive,  Montvale,  New  Jersey  07645 


Send  $4  for  the 
new  224-page  Steuben 
Catalogue 

The  classic  Steuben  apple.  One  of 

215  designs  in  pure  crystal- 
bowls,  vases,  ornamental  objects, 
jewelry,  crystal  sculptures,  and 
major  works.  From  $85. 


STEUBEN  CLASS 

Fifth  Avenue  at  56th  Street 
New  York,  N  Y.  10022  •  (212)  752-1441 
fj  I  enclose  $4.00.  Please  send  me  your  new 
1979-1980  Catalogue,  to  be  mailed 
early  October. 

Name  


Address  . 


City  . 


State 


Zip. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  .so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $2-t.00  □  3  years 
$ 4K.00  ( the  equivalent  of  one  year  free ). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  prim  I 


New  Address 


Ciry 


State 


Zip 


Date  of  Address  Change 


Readers  Say 


Reader  fan  mail 

Sir:  Talk  about  bureaucracy.  Just  scan 
your  Fokbks  masthead  on  page  6.  Didn't 
know  it  took  so  many  to  do  so  little. 

—Ray  H  Regiani 
Warren,  Mich 


Intriguing  scenario 

Sik:  Re  "Canada:  two  startling  forecasts" 
(Fact  and  Comment,  Aug  20).  Here's  what 
my  astrologer  sees  in  the  future: 

The  U.S.  will  assist  Canada  (militarily) 
to  quell  any  uprisings  in  Quebec  province 
in  exchange  for  an  unlimited  supply  of 
fresh  water. 

We  will  construct  a  transcontinental 
water  pipeline  from  Canada  to  Mexico  in 
exchange  for  Mexican  oil  at  less  than 
OPEC  prices. 

Arab  oil  producers  will  abandon  OPEC 
cartel  and  sell  oil  to  U.S.  at  competitive 
prices  due  to  the  Mexican  situation. 

U.S.  finally  obtains  a  favorable  balance 
of  trade.  Agricultural  output  of  western 
U.S.  will  increase  substantially  due  to 
branch  taps  from  the  transcontinental 
water  pipeline. 
—Lester  T.  Ball 
New  York,  N.Y. 


Shortsighted  politicos 

Sir:  Re  "There's  Some  Inner-City  Ex- 
citement These  Days"  (Fact  and  Com- 
ment, Aug.  6). 

Why  couldn't  the  cities,  who  are  "find- 
ing ways  to  give  tax-abandoned  proper- 
ties, free  of  cost,  to  those  who'll  restore 
'em,"  have  found  ways  to  allow  the  origi- 
nal owners  to  keep  them? 

People  who  worked  and  saved  and  in- 
vested in  these  properties  were  rent-con- 
trolled and  taxed  until  they  had  to  aban- 
don them.  A  little  foresight  by  city  politi- 
cians would  have  averted  this  kind  of  a 
mess  in  the  first  place. 
—John  E  Herrscher 
Glendale,  Ariz. 


Nuclear  better 

Sue  Your  article  "The  methanol  age  is 
dawning"  (Aug  6)  states  that  electricity 
generation  consumed  1.7  million  barrels 
of  oil  per  day,  fully  20%  of  the  nation's 
imports.  Methanol,  for  an  expenditure  of 
$50  billion,  will  replace  one-half  of  that 
and  save  over  $6  billion  at  current  OPEC 
prices.  For  $50  billion,  we  could  build 
approximately  50  nuclear  generating 
plants  of  1  million  kilowatts  each  and 


replace  almost  twice  the  amount  of 
saved  for  the  same  amount  of  money| 

— Frank  C  Melfi 
Executive  Vice  President, 
Reserve  Oil  and  Minerals  Corp. 
Albuquerque,  N.M. 


Do  nt  blame  the  we  a  the 

Sir:  Concerning  the  Soviets'  erratic  i 
culture,  you  point  out  that  most  So 
grain-producing  areas  are  north  of 
northern  borders  of  the  U.S.  (July  25J 
is  most  of  Canada's  grain  area,  but 
seem  to  do  pretty  well  here. 

The  Ukraine,  at  one  time  describe 
the  "breadbasket  of  Europe,"  is  no 
ther  north.  Could  it  be  too  much  s 
intervention? 
— -J.S.  Vander})loeg 
Toronto,  Canada 


Cabinet  loyalty 

Sir:  Re  your  defense  of  Carter's  "loyi 
first"  demands  (Fact  and  Comment,  / 
20).  Isn't  loyalty  by  cabineteers  I 
obliged  to  their  country? 
— William  B.  Byrne 
Ixis  Vegas,  Nev. 

So  is  the  President's — whom  they  serve.— v. 


Lurgi  process  still  usefi 

Sir:  You  say  the  Lurgi  process  to  ga 
coal  "can  only  work  on  western  coa 
lignite,  [and]  has  different  opera' 
characteristics"  (Aug.  6).  The  Lurgi  j 
cess  will  easily  handle  most  coals  an 
neither  very  difficult  to  operate  nor  \ 
expensive  to  maintain. 

The  largest  synfuel  plant  in  operai 
today,  the  Sasol  plant  in  South  Afric; 
based  on  Lurgi  technology  and  its  rec 
of  operation  is  matched  only  by  a 
large  refineries.  The  Lurgi  gasifical 
process'  energy  efficiency  so  far  has 
been  matched  in  actual  operation- 
even  by  a  pilot  plant. 
—T.J.  Pollaert 
Manager, 
Synthetic  Fuels 
American  Lurgi  Corp. 
Hashrouck  Heights,  N.J. 


Where's  the  evidence? 

Sir:  Re  your  concern  (Fact  and  Comm 
June  25)  about  the  practicality  of 
newly  proposed  mobile  missile  sysl 
(MX).  I  have  been  astounded  that  any 

FORBES,  SEPTEMBER  17, 


JUSTERINI  &  BROOKS  Founded  174^ 


In  a  world  where  fame 
is  fleeting,  there's  a  reason 
its  been  in  the  limelight 
for  almost  100  years. 

Rare  taste. 


lid  believe  that  a  missile  would  be 
from  a  nuclear  explosion  only  20 
ss  away  at  best. 

as  anyone  any  scientific  data  at  all  to 
port  this  boondoggle? 

S.  Burns 
'othian,  Va. 

Why  not  build  the  MX  ditches  under 
congested  areas  of  major  cities?  They 

be  called  subways  and  be  used  to 
y  people  while  the  MX  missiles  sit 

by.  Of  course,  the  MX  missiles 
ild  have  to  be  guarded,  so  there  would 
olice  protection  in  the  subways  pro- 
d  by  the  military. 
mard  L.  Albert 
sdale,  N.Y. 


sports  not  doing  so  well 

Our  exports  have  indeed  quadrupled 
e  1970  ("It's  a  Joke  but  it  isn't  funny," 
23)  but  inflation  affects  these  fig- 
.  In  1970  Germany  passed  America 
le  world's  leading  exporter  of  manu- 
red goods  and  now  exports  22% 
e  than  we  do.  Japan's  exports  of 
ufactured  goods  equaled  ours  in 
!,  and  in  all  likelihood  Japan  will 
ass  us  by  1980. 

S.  exports  of  manufactured  goods 
:  fallen  from  nearly  $20  billion  sur- 
in  1975  to  an  actual  trade  deficit  of 
billion  in  1978. 

omas  P.  Collier 
<ngeles,  Calif. 


Why  not  regardless 

MSF  uses  the  word  "disirregardless" 
ict  and  Comment  (Aug.  20). 
believe  that  the  word  should  be 
lonunirregardless." 

7.  Curry 
'ton,  Tex. 


Sexy  sixty 

Re  MSF's  60th  birthday  (Fact  and 
ment,  Aug.  20).  When  I  arrived  at 
age,  I  welcomed  it.  At  last  I  had 
me  something  I  had  always  wanted 
: — a  sexagenarian. 
).  Coffman 
Alto,  Calif 

Here's  a  saying  I  heard  the  other  day. 
had  known  I  would  live  this  long,  I 
Id  have  taken  better  care  of  myself." 
[  Woody  III 
ta,  Ga. 


RARE 
SCOTCH 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  THIS  ECONOMIC  DIP  GETS  TOO  DEEP 

lasts  long  enough  to  be  dangerous,  a  tax  cut  might  take  benefit  individual  taxpayers; 

sdence  over  the  balanced  budget,  so  sought  to  help  slow       2)  Substantially  speed  up  capital  asset  writeoffs.  Tis  folly 

tion.  that  it  takes  28  years  to  depreciate  new  plants  and  12  years  to 

ould  that  be  the  case,  to  be  effective,  tax  reductions  should  depreciate  equipment  here,  while  our  overseas  competitors  for 

these  two  directions:  exports  can  do  it  in  one  year  or  two  and  never  more  than  ten. 

Roll  back  the  scheduled  Social  Security  tax  increase  to  In  this  case,  the  Jones-Conable  bill  is  the  way  to  go. 

IS  THERE  ANYONE  WHO  STILL  THINKS 

that,  as  the  price  of  gas  hits  a  buck  and  up,  people  are  not  wasting  less  of  the  stuff? 

THE  LEAST  SAGE  ENERGY  EXPERTS 

hose  pessimistic  about  answers  being  found  sooner  than  creating,  energy-saving  ideas — 59  on  solar  alone, 

ipated.  In  Boston  recently,  700  attended  the  14thInterso-  These  M.I. Types  ain't  all  nuts.  If  the  money  nut  can  be 

'  Energy  Conversion  Engineering  Conference,  and  their  cracked,  there's  surely  an  energy  harvest  to  be  had  from  at  least 

led  papers  abounded  with  hundreds  of  innovative  energy-  a  few  of  these  ideas. 

THE  ULTIMATE  INSULT  TO  THE  AMERICAN  DOLLAR 

it's  so  totally  confusable  with.  Do  you  suppose  this  silver 
Susan's  size  and  feel  is  a  forecast  that  two  bits  is  all  it's  soon  to 
be  worth  anyway? 

The  Kennedy  half  dollar  had  heft,  dignity  and  worth.  The 
silver  dollar,  for  all  its  impracticality,  was  a  dollar. 

Susan  B.  Anthony  may  have  been  Had,  but  the  American 
people  ain't  going  to  be  had  with  this  insulting  version  of  a 
dollar  that  ain't  dead  yet. 

Nor  is  it  going  to  get  worth  the  much  less  that  this  mite-y 
miserable  "coin"  suggests. 

IN  MOROCCO  THE  U.S.  IS  FINALLY  WAKING  UP 

e  dangers  of  a  military  explosion  that  our  fuzzy  fiddle-  graphic  role  as  part  of  Morocco.  The  Southern  segment  tied  in 

ing  over  the  Sahara  has  created.  When  Morocco's  King  with  the  relatively  new  country  of  Mauritania, 

an,  by  his  unique,  unarmed,  Koran-waving  Green  March,  The  U.S.  refused  to  recognize  Morocco's  Sahara  sovereign- 

laded  Spain  to  give  up  this  last  vast  colonial  vestige,  the  ty— despite  the  Spanish  turnover  to  Rabat.  The  Algerians,  on 

of  this  sparsely  populated  area  resumed  its  historic  geo-  the  one  hand,  and  Libya's  leftist,  turmoil-making  tyrant  Qad- 


what  inflation,  Europeans,  OPECers  and  Capitol-ists  have 
and  do  to  the  once-proud  buck.  Its  ultimate  (surely  there 
)e  nothing  ultimater?)  disgrace  is  this  Susan  B.  Anthony 
y  sliver. 

ose  responsible  in  the  Bureau  of  the  Mint,  and  all  the 
ever  Elses  involved,  ought  to  be  bumped  at  least  to  the 
>m  of  the  civil  service  ranking.  And  those  who  approved  of 
abortion  in  the  upper  echelons  should  be  checked  for 
3ia  and  chucked  as  clucks. 

;  an  insult  to  the  coins  of  the  realm,  especially  the  quarter 
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dafi,  on  the  other,  have  eagerly  and  extravagantly  stirred  up, 
heavily  armed  and  given  money  and  bases  to  a  few  thousand 
Saharan  nomadic  tribesmen  in  the  hopes  of  creating  a  puppet 
state  of  size  and  consequence  on  the  Atlantic. 

Morocco  now  faces  the  prospect  of  open  war  with  Algeria, 
whence  are  now  coming  military  incursions  into  Morocco 
itself,  not  just  into  its  Sahara  area.  In  these  circumstances,  at 
long  last  the  U.S.  is  starting  to  help  with  aid  and  supplies. 

It's  beyond  me  why  we  treat  so  stupidly  a  country  that  has 
been  an  essential  part  of  the  bridge  to  Middle  East  peace,  a 
country  that  promptly  responded  to  a  call  for  help  from  Zaire 
when  its  Western-leaning  government  and  people  were  threat- 
ened with  communist  seizure. 

Let  us  hope  that  our  government  now  pursues  the  course 
suggested  by  Professor  John  Damis,  deeply  knowledgeable 
about  North  Africa,  in  The  New  York  Times: 


"Algeria  must  weigh  the  short-term  attraction  of  obli 
Morocco  to  fight  a  costly  war  against  the  long-term  benefit! 
reduced  tensions  (and  lower  defense  budgets)  among  all  nor 
west  African  states.  .  .  .  The  creation  of  a  weak  Saharan  mi 
state  would  sow  the  seeds  of  instability  in  northwestern  Afr 
for  a  generation,  a  prospect  that  must  cause  concern  for  Ame 
can  policy  makers. 

"America  and  France  share  a  common  interest  in  the  surv 
al  of  moderate  states  in  Africa  and  the  Arab  world.  Hassa 
importance  to  American  policy  in  the  Middle  East  becai 
clear  many  times  in  the  last  two  years.  A  show  of  diploma 
and  political  support  for  Morocco,  coordinated  with  simii 
moves  by  France,  could  encourage  a  negotiated  settlement 
the  Saharan  conflict — a  settlement  that  would  promote  Ame 
ca's  interest  at  a  time  when  its  moderate  friends  in  the  Th 
World  are  in  short  supply." 


GOOD  FOR  TIF  O'NEILL  AND  THE  HOUSE  MAJORITY 


In  these  days  of  way- turned-down  air-conditioning,  a  mem- 
ber of  Congress  entered  the  House  tieless  and  coatless.  Speak- 
er O'Neill  sent  him  packing,  saying,  "Through  the  years 
members  in  this  chamber,  long  before  air-conditioning,  wore 
wigs  and  swallow-tailed  coats  and  high  mufflers.  The  Chair 


thinks  this  history  shows  respect  for  the  Congress." 

A  subsequent  motion  that  would  okay  no  coats  and  ties  vi 
defeated  303  to  105.  While  so  much  of  what  passes  there  is 
indignity  to  the  intelligence,  it's  absolutely  right  that  at  le; 
the  rite  of  passage  be  dignified  by  the  proper  attire. 


Remember 
the  luxury  of 
All-Cotton  Chinos? 


order  the 

THINNER 
dinner 


Think  thinner  next  time  you  eat  out. 
Order  Cod,  Haddock,  Flounder, 
Sole  or  Ocean  Perch  from  the  icy 
clear  waters  of  the  North  Atlantic, 
Save  calories  and  cholesterol,  enjoy 
white,  flaky,  tender  fish. 
It's  always  good  eating. 

North  Atlantic  Fish. 

good  reason  to  go  out  to  eat  i 


terol,  enjoy 

m 


A  GREAT  LITTLE  AD, 
AND  ANOTHER  FUNNY  ONE 

This  wee  push  for  North  Atlantic  Fish  in  The  New  Yorker 
probably  stops  more  readers  than  a  full  color  fish  picture  would. 
That  headline's  a  stopper,  and  the  copy's  the  same. 

As  for  those  all-cotton  chinos,  I  would  think  the  market  for 
pants  with  open  bottoms  would  be  somewhat  limited.  Shades 
of  Dr.  Denton's? 

MOVIE  REVIEWS 


Ru£gcd  cotton  twill 
chinos  with  open  bottoms. 
Available  in  tan  color  only, 
regular  and  short  rise  30  to 
44,  long  rise  33  to  44.  May 
be  purchased  in  our  show- 
room or  by  mail.  S20.50 

We  haven't  forgotten. 


Apocalypse  Now — Absolutely  compelling,  edge-of-the-seat 
stuff  for  the  first  two-thirds  of  the  film.  Then,  enter  Marlon 
Brando  and  Apocalypse  drops  dead.  Fortunately  Brando's  face- 
less (or,  alternatively,  all  pate)  as  he  intones  sepulchral  non 
sequiturs.  Mr.  Coppola  may  get  his  $16  million  of  personal 
bread  back,  though,  because  100  of  the  146  minutes  are  not  to 
be  missed.  Breaking  Away — You  won't,  during  and  even  after 
this  absolutely  delightful  film  of  townies  coping  in  a  college 
town.  The  heartbreaks  heal,  the  good  guys  make  it.  Riveting, 
yet  happy,  stuff.  La  Cage  aux  Folles — has  to  be  one  of  the 
year's  funniest.  The  son — from  an  earlier  indiscretion — of  one 
of  an  aging,  engaging  gay  couple  is  about  to  marry  the  daughter 
of  a  most  prominent  superstuffy  French  government  official. 
The  efforts  of  his  father  and  "auntie"  to  clean  up  their  act 
provide  some  hilarious  antics.  North  Dallas  Forty— Aside 
from  the  incongruous  artificiality  of  the  last  few  minutes,  this 
movie  about  Texas  football  and  winning  is  a  winner.  With 


both  Nick  Nolte  and  the  script,  it  should  be  an  all-star  chain 
on  at  the  box  office.  Two  great  lines — his  True  Love  to  Nick 
site  of  his  dreamed-of  horse-breeding  ranch:  "You  should  q 
and  build  it."  He:  "I  think  I'll  keep  it  a  fantasy.  The  paymei 
are  lower."  The  other — Dallas  owner  to  recently  berea\i 
fellow  Oiler:  "When  a  man  of  your  daddy's  wealth  dies 
cancer,  you  just  know  they  haven't  got  a  cure."  The  Wandl 
ers — About  teenage  city  street  survivors.  The  film  borro 
from  hits  and  highlights  of  other  works  in  the  genre  ai 
despite  an  occasional  good  patch,  is  a  boring  miss.  Tree 
Wooden  Clogs — A  deeper-than-documentary  film  of  the  life 
northern  Italian  peasants  at  the  turn  of  the  last  century,  pr« 
ably  not  too  much  at  variance  with  the  way  it  will  be  for  th« 
at  the  turn  of  this  century.  Moving,  multidimensioned,  close 
a  masterpiece.  Contrastingly,  Down  and  Dirty  deals  wj 
Rome  shanty  poverty.  Though  it's  bizarrely  coarse,  far  mj 
crude  than  earthy,  it's  a  rollicking  nonmasterpiece. 
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SUMMER  AFTERTHOUGHTS 

The  seashore  will  never  be  washed  up. 
*    *  * 

To  the  eye,  suntans  are  a  turn-on;  for  one's  health,  a  turn-off. 

IF  YOU'RE  OUT  OF  SIGHT 


doesn't  necessarily  mean  you're  dead. 
This  perspicacious  thought  came  to  mind  a  while  back  when 
ew  Jersey  Governor  Brendan  Byrne  gave  a  70th-birthday 
rty  for  former  Governor  Robert  Meyner,  and  confined  the 
lest  list  to  those  of  us  who  had  served  in  the  state  capital 
iring  Meyner's  gubernatorial  years — 1954  to  1962.  There 
ere  many  former  colleagues  I  hadn't  seen  since  leaving  the 
ite  senate  more  than  two  decades  ago.  We  all  swiftly  re- 
med  our  old  lying  political  habits  with  exchanges  of  "My- 
■w-well-you-look"  and  "You-haven't-changed-a-bit"  palaver. 
But  Bob's  sparkling  wife,  Helen  Meyner,  then  a  New  Jersey 
ngresswoman,  commented  after  shaking  all  the  Old  Hands: 
lalcolm,  I  thought  half  these  people  were  dead."  Responded 
editor,  "We  are,  but  we've  risen  for  the  occasion." 
h   former   Meyner   cabinet   member,    Professor  Joseph 

TO  BE  FREE 

one  must  have  "bread." 


McLean,  passed  on  a  letter  he'd  received  from  friend  Thomas 
Roy  Jones: 

"Today,  I  picked  up  a  not-too-recent  copy  of  Forbes  Maga- 
zine, and  a  random  opening  produced  this  little  gem  of  philos- 
ophy: 'Age  isn't  important  until  you  run  out  of  it.' 

"I  would  like  to  know  the  age  of  the  perpetrator  of  that  one- 
liner  as  it  is  susceptible  to  several  interpretations,  and  I  am  not 
sure  just  what  it  means  to  me. 

"My  thoughts  turned  to  the  story  of  Justice  Oliver  Wendell 
Holmes  (he  died  at  the  age  of  94),  who,  while  in  his  late  80s, 
was  observed  at  a  party  watching,  very  thoughtfully,  the  move- 
ments of  a  particularly  beautiful  young  woman.  A  friend  asked: 
'Holmes,  what  are  you  thinking?'  Said  Holmes:  'I  was  wishing 
I  were  70  again.' 

"That  I  can  understand." 

REAL  RICHES 

are  measured  by  one's  degree  of  freedom. 


By  M.S.  Forbes  Jr. 


Those  who  think  a  government  oil 
company  would  solve  our  energy 
problems  should  take  a  look  at  what 
\  the  feds  have  done  with  the  National 
(formerly  Naval)  Petroleum  Reserve  in 
I  Alaska.  The  reserve,  set  up  back  in 
i  1923,  sits  near  the  oil-rich  Prudhoe 
Bay  area. 

Washington  has  been  directing  an 
exploration  program  in  that  region 
since  1975.  While  much  valuable  data 
has  been  compiled,  the  program  has 
yet  to  find  one  drop  of  commercial  oil 
after  an  outlay  of  over  half  a  billion 
dollars  in  taxpayer  money. 

This  isn't  the  first  time  the  govern- 
ment has  directed  an  effort  to  untap 
Alaska  oil.  It  did  so  without  success 
from  1944  to  1953.  Yet  so  promising 
is  the  reserve  that  private  oil  compa- 
nies are  hankering  for  a  chance  to 
(conduct  their  own  programs. 

The  way  the  current  program  has 
been  conducted  shows  what  happens 
when  bureaucrats,  not  private  indus- 
try, are  in  charge. 

The  Navy,  after  competitive  bid- 
ding, contracted  the  exploration  work 
o  small  Canada-based  Husky  Oil  for  a 
ive-year  period.  Husky  would  receive 
fixed  fee  for  its  services. 
According    to    industry  sources, 


SOME  SOLUTION! 

Husky  went  into  the  deal  because  it 
thought  it  would  be  allowed  to  devel- 
op any  major  oil  discovery.  That  daz- 
zling prospect  was  Husky's  principal 
incentive. 

But  lo  and  behold,  in  1976  Congress 
decided  the  Navy  didn't  know  enough 
about  oil  and  gave  the  program  to  the 
Interior  Department's  Geological  Sur- 
vey. Congress  also  wrote  the  law  so 
that  if  oil  were  found,  Husky  wouldn't 
necessarily  handle  it.  Out  went 
dreams  of  a  jackpot. 

Interior  Department  policymakers 
in  this  area  turned  out  to  be  zealous 
environmentalists  who,  with  the  help 
of  the  Office  of  Management  &  Bud- 
get, have  repeatedly  tried  to  kill  the 
program.  Congress  each  time  has 
reinstated  it.  Great  for  long-range 
planning. 

Anyone  who  deals  with  the  feds  on 
contracts  knows  what  a  tortuous,  ex- 
cruciating process  that  usually  is,  and 
the  Interior  Department  has  been  no 
exception.  Even  decisions  on  where 
to  drill  exploratory  wells  were  not 
Husky's  alone  to  make;  the  Geologi- 
cal Survey,  after  studying  the  data, 
would  often  direct  Husky  to  drill 
somewhere  else. 

Perhaps  there  are  no  major  deposits 
in  this  area,  but  oil  companies  should 
be  given  the  chance,  without  crip- 


pling environmental  restrictions,  to 
risk  their  own  money  to  find  out. 
*    *  * 

The  Federal  Energy  Regulatory 
Commission  has  made  a  ruling  that 
underscores  again  the  silliness  of  so 
much  of  our  current  energy  policy. 

The  problem  for  the  FERC:  How  to 
get  the  reluctant  North  Slope  oil  com- 
panies to  put  up  some  capital  for  the 
proposed  Alaska  Highway  natural  gas 
pipeline,  which,  by  any  rational  mea- 
surement, is  utterly  uneconomical. 

Before  gas  can  be  shipped,  it  has  to 
be  processed,  and  the  processing  fa- 
cilities in  Alaska  would  cost  $2  bil- 
lion. So  the  commission  has  decreed 
that  the  oil  companies  (who  are  also 
producing  the  gas)  must  build  those 
facilities — and  not  pass  on  the  costs 
in  higher  natural  gas  prices.  Voild! 
Two  billion  dollars  of  capital. 

If  the  pipeline  were  in  place  today, 
the  petroleum  companies  would  be 
permitted  to  charge  only  $1.75  per 
mcf  for  their  natural  gas.  Processing 
plants  might  add  30  cents  to  that. 

At  the  same  time,  Washington 
would  consider  it  a  triumph  if  Mexico 
could  be  persuaded  to  sell  its  gas  to  the 
U.S.  at  $3.50  to  $4  per  mcf. 

Logic  and  common  sense  apparent- 
ly have  no  place  in  the  formulation  of 
U.S.  energy  policy. 
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THERE'S  NOTHING  ENIGMATIC  ABOUT  RED  RUSSIA 


A  near-total  concentration  on  amassing  massive  military  might,  conventional 
and  atomic,  is  what  has  made  the  Soviet  Union  the  world's  other  superpower. 
Pure  and  simple,  Russia  is  a  superpower  by  virtue  of  raw  power.  Only  by  keeping 
at  least  abreast  in  vast  atomic  capability  are  we  able  to  maintain  the  military 
standoff  that  insures  freedom's  survival. 

The  other  overwhelming  strength  we  have  is  the  everlasting,  unquenchable  appeal 
of  freedom.  Communism,  as  an  ideology,  is  a  millstone  around  the  Kremlin  neck, 
both  where  they  militarily  dominate  neighbors  and  wherever  they  get  a  political 
foothold  elsewhere.  And  there's  growing  disenchantment  within  their  own 
borders.  Only  Soviet  conventional  military  clout — masses  of  troops,  tanks  and 
guns — keeps  the  Communist  ideology  in  being  where  it's  now  imposed. 
This  was  so  clear,  so  visibly  evident  to  all  our  senses  as  we*  motorcycled  from 
Munich  through  the  Iron  Curtain  into  Czechoslovakia,  through  Poland,  across 
Russia  into  Finland.  Some  observations  from  that  trip: 


Czechoslovakia — How  many  Ameri- 
cans remember  what  a  flourishing  coun- 
try this  was  after  it  emerged  as  an  entity 
following  World  War  I?  Tough,  bright,  a 
real  democracy;  a  hard-working  people,  a 
flourishing  economy;  relatively  strong, 
militarily;  protected  by  alliance  with 
France.  Then  Munich.  Appeasement — 
and  Czechoslovakia  became  Hitler's 
fiercely  unwilling  victim,  tossed  to  that 
evil  man  by  an  unready,  un- 
willpowered  West. 

Today,  it's  a  tense,  embittered 
country.  As  American  Ambassador 
Francis  Meehan  in  Prague  ob- 
served, its  government  "overkills" 
opposition,  summarily  jailing  the 
few  dissidents  who  speak  out. 
There's  little  chance  of  another 
1968  bloody  rioting  that  took  Rus- 
sian troops  to  quell.  In  this  Iron 
Curtained  country,  gloom,  drab- 
ness,  depression  permeate. 

Poland's  another  matter.  The 
people  have  survived  so  many  in- 
vasions, partitions,  cruelties  and 
exploiters  that  they  seem  to  take 
this  one  in  stride.  In  many  respects 
the  Poles  get  along  with,  and  to  some 
extent  get  around,  their  watchful  Im- 
mense Red  Brother.  Their  lifestyle  cer- 
tainly, even  their  actual  standard  of  liv- 
ing, seems  better  than  that  prevailing  in 
Czechoslovakia  or  in  Russia.  Their  great 
spirit  is  virtually  visible.  A  wonderful 
people  who  will  survive  and  yet  again  be 
themselves  in  a  Poles'  Poland. 

It's  a  bit  startling,  though,  to  see  so 
many  in  uniform;  so  much  military  stuff 
and  activity  along  many  of  the  many 
kilometers  we  traversed. 

Then  into  Russia  at  Brest,  a  crossing 
busy  with  truck  traffic,  negligible  car- 
and-tourist  flow.  The  submachine  gun- 
wielding  Soviet  soldier  at  the  barrier, 
after  a  due  amount  of  phoning  ahead  to 
the  Entry  Center,  waved  us  through  one 
at  a  time.  And  only  after  a  soldier  looked 
at  each  passport  photograph  and  then, 
intently  and  sharply,  at  the  face  that  was 
meant  to  match.  Passport  photos  being 
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passport  photos,  I'm  sure  it  often  takes  a 
discerning  eye  and  this  fellow  had  it;  for 
us  it  was  off  with  the  helmet,  off  with 
the  glasses  and  a  scrutiny  that  startled. 

But  the  red  tape  was  handled  expedi- 
tiously, and  the  welcome  was  warm. 
They  were  well  alerted  to  expect  us.  The 
principal  reason,  after  many  months, 
that  we  got  permission  to  enter  Russia 
on  motorcycles  was  because  Dr.  Armand 


Hammer  went  to  bat  on  our  behalf.  He 
(as  was  the  late  Cyrus  Eaton)  is  among 
the  tiny  handful  of  Americans  regarded 
highly  at  the  highest  Kremlin  levels,  an 
association  that  began  with  the  revered 
Lenin  himself. 

As  soon  as  we'd  parked  our  bags  at 
Brest's  Intourist  hotel,  we  were  taken  on 
a  tour  of  the  impressive,  heroically  pro- 
portioned Brest  fortress,  an  officer  school 
at  the  time  of  the  Nazi  invasion.  You  may 
recall  that  it  was  at  Brest  that  the  Marxist 
government  under  Lenin  signed  the  igno- 
minious peace  treaty  to  end  its  World 
War  I  participation  with  the  Allies. 

Right  off  the  bat,  tourists  get  a  version 
of  World  War  II  that  relates  hardly  at  all 
to  our  own.  In  Russia,  it's  the  Great 
Patriotic  War,  and  it  began  when  Hitler's 
Germany  "without  any  prior  warning, 
broke  its  treaty  with  Russia  and  invaded 
our  country."  It's  as  if  the  two  years  of 
World  War  II  preceding  that  date  never 


happened.  Obviously,  since  German 
sudden  treaty  with  the  U.S.S.R.  tngge 
the  immediate  invasion  of  Poland  and 
division  between  Germany  and  Rus 
makes  an  explanation  awkward,  thj 
events  are  ignored.  It's  the  same  in  evi 
major  western  Russian  city:  Touring  1 
tie  monuments  is  a  must  and  Red  hen 
are  memorialized  everywhere,  in  gi 
photographs  on  streetlamps  as  well  ai 
marble  and  metal.  For  Russia 
there  was  no  World  War  H;  tr 
was  the  Great  Patriotic  War  f* 
which  Russia  emerged  triumpb| 
over  the  evil  German  fascists. 

On  hitting  the  road  for  Mix) 
we  happily  discovered  that 
highway — to  which  tourists 
confined — is   smoothly  surfai| 
often  three-laned.  The  famed 
holes  have  disappeared  under| 
intense    surfacing    onslaught  i 
ready  this  main  artery  to  Most 
and  Leningrad  for  the  1980  Ol 
pic  games.  Not  in  cities,  but  evi 
where  through  the  country  mcl 
cycles     (most     with  sidecl 
abounded  as  the  least  expenil 
form  of  transportation.  The  few  but  s  i 
cient  gas  stations  were  largely  lineil 
except  for  the  numerous  diesel  tml 
and  this  was  a  matter  of  their  num| 
not  a  diesel  fuel  shortage. 

There  was  never  a  wait  of  any  dural 
for  our  gas  because  of  the  relatively  [ 
cars.  Here,  too,  we  had  our  first  ex]| 
ence  of  what  turned  out  to  be  a  comnj 
place  with  most  every  purchase! 
full-fledged,  red-faced  (that's  not  a  I 
shouting  match  to  complete  most  til 
actions — for  gas,  for  rooms,  for  meal;| 
what  have  you.  Give  the  coupons 
The  amount  is  slightly  over  or  uil 
Turn  on  the  pump.  Turn  it  on  youil 
How?  Et  cetera,  et  cetera.  It's  appsl 

*Photographer  son  Robert,  journalist  dc\ 
ter  Moira.  The  trip  was  "covered"  by  t\ 
Hull,  founder-editor  of  Road  Rider  magdl 
journalist  Lammy  Johnstone  and  phot\ 
pher  Charles  Augustus. 
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at  job  frustrations  here  can't  take  the 
rm  they  do  in  the  capitalist  world,  so 
earn  is  let  off  by  voluble  verbal  denunci- 
ions.  And  even  when  there's  nothing 
trigger  them,  they  happen  anyway.  It's 
>t  necessary  to  please  a  customer,  be- 
use  a  customer  is  someone  to  be  grate- 

I  that  the  dispenser  of  whatever 's  being 
spensed  sees  fit  to  dispense  it  if  and 
len  he  feels  like  it. 

When  you  realize  how  young  Commu- 
st  Russia  is  and  how  vital  insistent 
doctrination  is  to  the  preservation  of 
immunism,  you  can  see  why  pre- 191 7 
issian  history  gets  such  short  shrift. 
Everywhere  we  went,  a  tour  of  war  and 
ltural  monuments  and  new  construc- 
m  was  a  must,  no  matter  how  tired  we 
ght  be  from  our  day's  motorcycling  or 
w  early  our  next  morning's  departure. 
|;  probably  just  as  well  because,  left 
bne,  we'd  have  done  little  of  it. 
The  Smolensk  Cathedral,  which 
wers  at  a  high  point  over  the  city,  is  a 
'ist  impressive  survivor  and  is  one  of 
e  few  where  Orthodox  religious  ser- 
ies are  still  permitted.  In  reply  to  my 
fery  about  attendance,  the  guide  ex- 
liined,  "Mostly  old  ladies  and  a  few 
;ang  girls.  The  weak  ones,  you  know." 
|iere,  as  on  other  occasions,  we  had  a 
lit  from  students  who  heard  that  a 
J  up  of  American  motorcyclists  was  in 
Jra.  They  spoke  English  a  bit,  seemed 
ij  understand  it  better.  We  swapped 
Iws  as  best  we  could.  They  questioned 

II  listened  more  than  they  comment- 
1  These  were  not  protestors.  They 
pted  our  views  about  SALT,  China 

1  such.  They  did  not  reveal  their  own 
Wings  but  had  intense  curiosity  about, 
p  obviously  very  friendly  feelings  for, 
pierica  and  Americans. 
[  Moscow — fascinating:  Lenin's  Tomb 
rh  its  unending  visitor  lines;  the 
I  mlin  and  Red  Square;  monuments 
■mty,  mostly  Red;  massive  new  gov- 
jiment  buildings,  hotels;  vast  arrays  of 
ii-rise  apartments  ringing  the  city. 
j!M,  the  largest  department  store  in 
ji  world,  is  large  indeed,  but  that's  ar- 
jf:ecturally  and  in  no  way  refers  to  the 
llity  and  number  or  variety  of  things 
sale.  Macy's  it  ain't, 
mile  no  one  would  go  to  Moscow  for 
w  food,  as  one  might,  say,  to  Paris, 
||re  were  variety  and  adequacy  on  the 
jJe.  Getting  service  of  any  sort  was  a 
ggle,  sometimes  a  shouting  match, 
jtost  never  prompt  or  cheerful.  After 
y  in  this  workers'  land,  jobs  are  as- 
jled,  wages  set.  Since  gratuities  are 
I  idden  as  insulting  bourgeois  put- 
Wns,  what  more  would  eagerness  and  a 
me  get  you — except  maybe  in  trouble 
]tj\  your  colleagues? 
11  through  Russia  we  were  given  the 
accommodations  available.  What 
call  "deluxe"  is  quite  good.  What  is 
d  "first  class,"  I  don't  think  would 
repeat  business  here.  Many  of  the 


In  front  of  the  Kremlin  ( left )  and  the  GUM  department  store  ( center )  in  Red 
Square:  Lammy  Johnstone-,  Robert,  Malcolm  and  Moira  Forbes:  Roger  Hull 


normal  amenities  about  the  Western 
World  simply  haven't  occurred  to  the 
Russians.  It's  a  whole  different  concept 
of  living.  When  they  make  a  crash  effort 
for  the  Olympics  or  for  missiles,  they 
succeed.  But  the  individual  comes  last, 
whether  it's  simple  plumbing  or  the 
roadside  availability  of  food.  Even  the 
best  would  leave  the  normal  American 
complaining  to  the  management — and 
you  don't  do  that  there. 

We  were  graciously  received  by  the 
mayor  of  Moscow,  an  exuberant,  no-non- 
sense engineer  who's  held  the  job  for  16 
years.  Preparing  Olympic  stadiums,  ho- 
tels, housing  and  all  the  rest  of  it  has  held 
top  priority  in  the  city.  Persuading  peo- 
ple to  work  in  service  industries  seems 
to  be  as  big  a  problem  there  as  here  and 
everywhere.  Traffic?  No  problem.  "I've 
decided  that  in  the  next  few  years  there 
shall  be  no  more  than  40,000  new  cars  in 
Moscow,"  says  the  mayor.  Overgrowth 
in  Moscow?  No  problem.  "I've  decided 
that  new  communities  shall  be  no  closer 
to  Moscow  than  200  kilometers." 

An  array  of  display  cases  in  the  recep- 
tion rooms  outside  the  mayor's  office 
(technically  he's  the  chairman  of  the 
City  Council)  contained  gifts  given  to 
Moscow  from  all  sorts  of  visiting  digni- 
taries. The  ones  we  presented  are  not  apt 


to  make  a  case — a  Forbes  magazine 
"Capitalist  Tool"  scarf  for  his  wife  and  a 
necktie  with  the  same  slogan  for  him. 
He  chuckled  heartily — for  a  minute — but 
recovered  with  chilly  promptness. 

Then  to  Leningrad  with  a  night's  stop 
in  Novgorod.  Leningrad  is  truly  a  most 
beautiful,  less  uptight  city.  Culture  in  all 
its  aspects  is  visible,  vibrant  here. 

When  we  left  this  former  czarist  cap- 
ital and  some  hours  later  crossed  the 
border  into  Finland,  there  was  amaze- 
ment on  Finnish  faces:  "You're  the  first 
motorcyclists  we've  ever  seen  come 
across  the  border." 

Our  amazement  was  nearly  equal  at 
the  totality  of  difference  a  border  can 
make.  Here,  no  suspiciousness,  no  wari- 
ness, no  fear,  no  feeling  of  inferiority; 
just  a  touchable  feeling  of  freedom,  free 
spirit,  free  thought,  free  minds. 

And  the  coffee  was  delicious,  the 
breakfast  available  without  a  hassle — 
and  superb. 

*    *  * 

It's  both  hard  and  probably  silly  to 
attempt  a  summary  of  so  many  feelings 
from  such  a  trip.  It's  easy  to  denigrate — 
and  I  have  done  it  on  these  pages — the 
everyday  things  of  life  in  Russia,  vis-a- 
vis the  West. 

It's  not  fair  not  to  remember  that  the 


/ lighJ>oirered  motorcycles  attract  crowds  and  quest 'tons  throughout  Iron  Curtain  trip 
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Forbes  adjusts  Capitalist  Tool  flag 
on  his  I  '.S.-tnade  Harley-Daridson. 
Soviets  took  power  nearly  60  years  ago 
after  a  devastating  world  war  and  a  long, 
brutal  civil  war;  that  they  underwent  the 
ravages  of  a  Stalin  and  were  near  totally 
sealed  off  by  and  from  the  rest  of  the 
world;  that  they  were  initially  ripped  to 
bloody  shreds  by  the  Hitlerian  Wehr- 
macht  that  overwhelmed  Western  Eu- 
rope in  a  few  weeks.  They  survived  and 
they're  a  superpower. 

Communism  and  their  system  have 
survived.  But,  as  their  inferiority  com- 


plex lessens,  as  their  sense  of  security 
grows,  Communism  per  se  is  eroding 
ever  more  swiftly  as  their  accomplish- 
ments and  educational  system,  too, 
grow. 

Once  a  man  has  food,  shelter  and  secu- 
rity, his  mind  needs,  wants,  thirsts  for 
more:  the  freedom  to  argue,  to  complain, 
to  seek  whatever  it  is  one  considers  bet- 
ter and  betterment.  Nothing  can  stop  it. 
In  this  first  decade  of  tranquility  for 
Communism  in  the  Soviet  Union,  it's  so 
evident  in  so  many  ways  that  those 
aforementioned  ingredients  of  capital- 
ism are  sapping  blind  faith,  blind  obedi- 
ence to  the  Kremlin  and  to  Marxism  as 
it's  practiced  rather  than  as  it's  preached. 

I  think  one  of  the  real  motivations  for 
the  Russians  on  SALT  II  is  that  they 
would  like  to  divert  more  of  their  effort 
and  budget  to  reaching  a  standard  of  liv- 
ing which  doesn't  now  exist  there.  No 
matter  how  tough  the  mailed  fist  may 
be,  nothing  is  a  substitute  for  a  people's 
free  spirit. 

Capitalism,  creeping  capitalism,  is 
what's  happening  in  Russia  today  (see 
Other  Comments,  below). 

Honestly,  I  don't  really  know  why  the 
government  of  the  U.S.S.R.  so  encour- 
ages tourism.  It  must  be  the  compelling 
necessity — ugly  capitalist  thought! — to 


Moscow's  mayor  hands  city  ke\'  to  MS 


get  hard  currency  from  the  West, 
cause  there's  no  one  from  anywhere 
matter  what  his  convictions,  who 
come  away  from  the  U.S.S.R.  withe 
new  or  renewed  real,  deep  convk 
that  the  other  ways  of  living  and  b 
governed,  whatever  their  faults,  are 
ter — infinitely  preferable. 

By  being  free  to  disapprove,  we| 
improve. 

That  lack  of  freedom  will  always  b| 
down,  sooner  or  later,  any  governn[ 
any  system,  any  arbitrary  ruler. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Decadent  Symbols 

Three  U.S.  jeans  makers  said  they 
have  been  asked  by  the  Soviet  Union  to 
bid  on  a  contract  to  help  the  Russians 
make  the  clothing  once  despised  as  a 
capitalist  status  symbol.  .  . . 

— Wall  Street  Journal  News  Roundup 

Dealing  in  dungarees  isn't  the  only 
way  Hungary's  pragmatic  Communist 
leaders  are  seeking  to  satisfy  the  expand- 
ing middle-class  desires  of  their  10.7  mil- 
lion people.  .  .  .  They  are  encouraging  es- 
tablishment of  privately  owned  shops 
and  enterprises. 

— Jonathan  Spivak,  Wall  Street  Journal 

Capitalist  Standards 

Pravda  explained  why  small  consumer 
items  like  flashlight  batteries,  enamel 
pots  and  pans  and  detergent  were  in  chron- 
ically short  supply.  The  planning  system 
rewards  factories  not  for  producing  their 
quotas  of  such  items  but  for  th  e  total  value 
of  their  output.  So  small,  cheap  items  are 
often  neglected  in  favor  of  big,  expensive 
ones.  .  .  .  The  Central  Commfttee  says 
the  criteria  will  be  changed.  .  .  .  Factories 
will  have  toproduce  the  batteries  and  pans 
that  the  plan  assigns  them.  Construction 


projects  will  be  judged  on  their  perfor- 
mance in  finishing  buildings  and  roads, 
not  just  on  starting  them.  Workers'  pay 
will  be  increased  or  docked  according  to 
the  same  criteria.  .  .  . 

— Craig  Whitney, 
The  New  York  Times 

The  Pursuit  of  Happiness 

.  .  .  [The  Russians]  have  a  problem  with 
their  own  population — not  a  serious  prob- 
lem in  terms  of  their  ability  to  control  it — 
but  there  is  widespread  dissatisfaction 
among  their  people,  for  example,  over  the 
fact  that  they  can't  get  a  car  for  another 
seven  or  eight  years.  The  housing  situa- 
tion is  still  very  tight.  Admittedly,  the 
standard  of  living  is  getting  a  little  bit 
better  each  year,  but  still  you  don't  have  a 
very  happy  population. 

— Malcolm  Toon, 
U.S.  Ambassador  to  the  U.S.S.R., 
U.S.  News  &)  World  Report 

Private  Vs.  Collective 

This  year  Soviet  planners  will  devote 
more  than  25%  of  national  investment  to 
the  farm  sector,  vastly  more  than  agricul- 


ture gets  in  the  U.S.  But  the  state  I 
collective  farms  that  receive  this  11 
capital  injection  produce  only  two-trl 
of  Russia's  food.  The  rest  comes  ll 
privately  owned  plots — just  1.5%  c| 
arable  land. 

— Business  V| 

Benchmark 

Pepsi-Cola  and  Coca-Cola  signs| 
more  common  in  Eastern  Europe 
portraits  of  Lenin.  .  .  .  Soviet  off i  I 
sometimes  complain  about  providinl 
for  East  Europeans'  private  cars,  refj 
ing  a  sour  view  of  the  consumerism  [ 
has  gripped  the  region.  But  the  booij 
popularity  of  Western-style  living,  incl 
ing  country  houses  and  autos,  goes  oil 
*    *    *  I 

.  .  .  Poles  and  other  East  European  I 
the  West  as  a  benchmark  by  whicl 
judge  their  lives.  .  .  .  Generally,  ther»| 
sense  that  the  more  their  own  les 
emulate  Moscow,  the  less  attrac| 
their  lives  become.  .  .  . 

— David  Shipler,  The  New  York  Ti\ 

Big- Power  Spooking 

...  If  there  is  one  thing  that  is  rl 
dangerous  than  an  arrogant,  overof 
dent  superpower,  it  is  a  nervous,  inse| 
superpower.  ...  If  each  one  rated  its 
strength  as  highly  as  its  rivals  did,| 
world  would  be  a  safer  place. 

—The  New  Yd 
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You  may  not  think  the  new 
furnace  at  our  plant  in  Fairfield, 
Alabama  looks  like  a  space-age 
product— but  it  represents  the 
very  latest  in  iron-making  tech- 
nology. And  a  major  investment. 
For  instance,  it's  almost  totally 
computer  controlled.  Raw  materi- 
als are  fed  into  the  furnace  over  a 
system  of  conveyors  1,000  feet 
long,  and  in  quantities  controlled 
precisely  by  the  computer.  This  new 
furnace  is  much  more  efficient  than 
the  three  older  ones  it  replaced. 
Now  consider  that  this  furnace  is 
just  one  part  of  a  modernization  pro- 
gram at  this  one  U.S.  Steel  plant.  The 
program  includes  three  advanced  steel- 
W  making  furnaces  which  are  in  operation 
m  as  well  as  a  modern  coke-oven  battery. 
I      Each  is  a  multi-million  dollar  investment 
r  and  a  commitment  of  major  proportions. 
We  know  better  equipment  helps  us  compete 
with  steelmakers  anywhere... helps  keep  busi- 
ness, dollars,  and  lasting  jobs  here  at  home. 
But  accumulating  capital  for  improvements 
like  these  isn't  easy.  Today,  most  major  indus- 
tries have  difficulty  acquiring  sufficient  funds  to 
meet  their  needs  for  new  facilities. 

We  think  it  is  past  time  for  the  government 
to  begin  encouraging  capital  formation.  All 
Americans  stand  to  benefit. 

Commitment. 
It's  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St,  Pittsburgh,  PA  15230 


TRADEMARK 


THE  FOLLOWING  MESSAGES 
ARE  DROUGHT  TO  YOU  DY  TOSH  ID 
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DAD'S  BIRTHDAY 


ANN'S  ADDRESS 


BANK  BALANCE 


BROKER'S  PHONE  NUMBER 


SCHEDULE  REMINDER 


AT  WHAT  PLACE 


IMPORTANT  APPOINTMENTS 


DAY.  DATE  AND  TIME 


DAY.  DATE  AND  TIME  IN  PARIS 


DAY,  DATE  AND  TIME  !N  L  A. 


» '  Cf »'  c  _ » *  o 
wfluc     u » 


Phmhi 

ALARM 


DAY.  DATE  AND  TIME  IN  TOKYO 


MEDICATION  REMINDER 


What  you  see  here  are  only  half  the  messages  this  amazing 
little  machine  can  keep  track  of. 

Toshiba's  new  Memo  Note  II  calculator  stores  up  to  30 
alpha-numeric  memories,  making  it  a  complete  "electronic  notepad." 

When  you  carry  this  machine  you've  also  got  all  the  time 
in  the  world.  Because  a  special  preprogrammed  LSI  circuit  enables 
the  unit  to  display  the  exact  time,  day  and  date  in  26  cities  in  different 
time  zones  around  the  world.  So  next  time  you  dine  in  Paris  you  can 
know  what  time  it  is  in  Tokyo. 

And  with  the  Memo  Note  II  you  can  set  the  alarm  for 
four  different  times.  This  is  especially  useful  if  you  need  to  take 
medication  at  specific  times. 

Toshiba's  new  Memo  Note  II  calculator.  It  does  everything 
a  calculator  should  do  plus  much  more. 

Get  the  messaee? 


Again  the  first. 

Toshiba  America,  Inc., 280  Park  Ave., New  York,  N  Y.  10017 


TRAVEL  EXPENSES 


r  p  i  i  _  m  n  m 

L  ill.  L  HUM 


LOCK   NORMAL  SET 


LETTER       MAD       WRITE      HI  CHEN 


OT         TM        TMZ       SET  WIOC 


LIQUID  CRYSTAL  CALCULATOR  LC-1038MN 

TOSHIBA 


Forbes 


took  Ford  seven  years  to  woo  Japans  Toyo 
9gyo.  Well  worth  the  wait. 


Ford's  bashful 
Japanese  bride 


By  Kathleen  K.  Wiegner 


k  merica's  Big  Three  automakers 
L  first  cast  their  eyes  on  Japan's 
•  burgeoning  postwar  auto  industry 
the  early  1970s.  General  Motors 
lght  a  34%  interest  in  Isuzu  Motors 
[.,  and  Chrysler,  15%  of  Mitsubishi 
■tors  Corp.  Ford  set  its  sights  on  Toyo 
jyo  Co.,  maker  of  the  Mazda,  and  in 
'2  Henry  Ford  II  flew  his  private  jet  all 
I  way  to  Toyo  Kogyo's  Hiroshima 
dquarters  in  western  Japan  to  negoti- 
a  deal.  But  there  he  ran  into  Kohei 
itsuda,  the  imperious  grandson  of  the 
npany's  founder,  who  disliked  sharing 
itrol.  Matsuda  rejected  Ford's  offer  as 
atamount  to  a  takeover." 
jf  Kohei  Matsuda  had  run  his  company 
veil  as  most  Japanese  do,  that  would 
e  been  the  end  of  the  story.  But  a 
J  es  of  management  blunders  coupled 
h  consumer  rejection  of  Toyo  Ko- 
rs  gas-guzzling  rotary-powered  cars 
Lost  bankrupted  the  company  in  1975. 
hitomo  Bank  and  Sumitomo  Trust 
I  which  between  them  had  lent  Toyo 
|yo  more  than  $400  million,  had  to 
lint  a  massive  rescue  mission.  Mat- 
la  was  stripped  of  all  his  powers.  The 
n  from  Sumitomo  began  their  clean- 
fask.  That  job  is  now  nearly  complete 
I  today,  with  new  management  firmly 
•lace,  Henry  Ford's  seven-year  wish  is 
lut  to  come  true.  Ford  announced  in 
I  that  it  would  purchase  25%  of  Toyo 
Pyo  for  $135  million  and,  assuming 
jessary  government  and  shareholder 
Iroval,  the  deal  will  be  closed  Nov.  1. 
(Lie  the  deal  is  obviously  costing  Ford 


Ford  Courier  from  Toyo  Kogvo 


Toyo  Kogyo's  Tsutomu  Murai 
Sorting  out  the  financial  mess. 

more  than  it  would  have  seven  years  ago, 
when  the  yen  was  much  weaker  than  it 
is  now,  Ford's  out-of-pocket  cost  will  be 
only  about  $60  million.  The  rest  of  the 
purchase  price  will  be  met  with  proceeds 
from  Ford's  recent  sale  of  land  in  Japan — 
which  is  also  worth  much  more  than  it 
was  in  1972. 

Ford  already  takes  about  10%  of  Toyo 
Kogyo's  annual  production,  including 
more  than  75,000  of  its  light  pickup 


trucks,  which  Ford  distributes  under  the 
Courier  name  in  the  U.S.  and  Australia. 
But  the  real  importance  of  the  Toyo  Ko- 
gyo  arrangement  is  that  it  gives  Ford  an 
important  weapon  in  what  the  auto  in- 
dustry is  already  calling  "the  subcompact 
world  war  of  the  1980s."  This  competi- 
tion involves  economies  of  scale  on  a 
global  basis.  Ford  was  a  pioneer  in  this 
strategy,  building  a  "European  car"  in 
the  1960s,  using,  for  example,  engines 
from  Belgium  and  transmissions  from 
France  and  assembling  the  vehicles 
chiefly  in  Britain  and  Germany.  Many 
years  later,  General  Motors  began  build- 
ing Chevettes  out  of  parts  built  in  several 
countries.  Chrysler's  Omnis  and  Hori- 
zons are  also  world  cars  in  that  they  are 
U.S. -built  but  have  German  engines. 

The  ultimate  world  car  will  far  tran- 
scend the  borders  of  Europe  and  the  U.S. 
For  example,  Ford  has  already  agreed  to 
purchase  manual  transaxle  assemblies 
from  Toyo  Kogyo  for  the  front-wheel- 
drive  subcompact  cars  it  plans  to  produce 
in  the  early  1980s.  The  closer  relation- 
ship will  give  Ford  easier  access  to  Toyo 
Kogyo's  high-quality,  almost  strikeproof 
labor  force  for  more  small-car  parts  and 
possibly  joint  production  of  small  cars  for 
the  growing  Asia-Pacific  market. 

It  is  still  unclear  how  much  of  a  man- 
agement role  Ford  will  ultimately  be  giv- 
en in  Toyo  Kogyo,  but  sources  in  Tokyo 
and  Detroit  say  Ford  will  have  much 
more  say  in  Toyo  Kogyo's  affairs  than 
does  GM  in  Isuzu's  or  Chrysler  in  Mitsu- 
bishi's. Sumitomo  Bank  people  are  anx- 
ious to  see  Toyo  Kogyo  benefit  from 
Ford's  recognized  expertise  as  a  world 
automaker.  With  such  assistance,  they 
see  Toyo  Kogyo  regaining  third  place  in 
the  Japanese  auto  industry,  which  it  has 
lost  to  Mitsubishi.  Then  they  see  it  com- 
peting more  seriously  with  Japan's  Big 
Two,  Toyota  and  Nissan.  To  do  so,  Toyo 
Kogyo  will  need  more  capacity,  though 
company  officials  label  "pure  specula- 
tion" rumors  that  it  will  use  the  Ford 
cash  for  a  new  assembly  line. 

In  any  case,  thanks  to  Sumitomo's 
masterful  reconstruction  job,  Ford  is 
buying  into  a  very  healthy  company.  The 
picture  today,  however,  contrasts  sharp- 
ly with  1975  when  Toyo  Kogyo  was  re- 
porting operating  losses  of  ncirly  $60 
million.  In  those  days  unsold  cars  filled 
every  corner  of  Toyo  Kogyo's  Hiroshima 
plant.  To  turn  things  around  Sumitomo 
sent  four  of  its  own  executives  to  Toyo 
Kogyo,  placing  them  in  top  positions 
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there.  Bank  customers  were  steered  to 
Mazda  dealers  and  the  hank's  fleet  cars 
were  converted  to  Mazdas.  Even  C.  Itoh 
&  Co.,  Japan's  giant  trading  company 
with  which  Sumitomo  had  close  ties, 
was  "convinced"  to  distribute  Mazdas 
on  the  U.S.  East  Coast. 

Led  by  Tsutomu  Murai,  a  Sumitomo 
financial  expert  who  became  a  Toyo  Ko- 
gyo  executive  vice  president  (and  the  real 
power  there)  in  1976,  the  company's  fi- 
nances were  thoroughly  overhauled.  By 
the  end  of  October  (Toyo  Kogyo's  1979 
fiscal  year)  the  company's  debt  will  be 
well  below  $1.2  billion  vs.  a  high  of  $1.64 
billion  in  1975.  Sales  are  estimated  to  be 
up  21%  to  around  $3.8  billion,  aftertax 
profits  up  393%  to  around  $60  million. 

While  Murai  was  straightening  out  the 
finances,  Yoshiki  Yamasaki,  65,  who  re- 
placed Matsuda  as  president  in  late  1977, 
took  over  operations.  He  began  revamp- 
ing the  company's  product  line  and  con- 
trolling production  costs,  which  had 
soared  during  the  rotary's  heyday.  Yama- 
saki, an  engineer  who  had  come  up 
through  production,  was  the  first 
nonfamily  president  in  the  company's 
history.  Before  that  he  was  in  charge  of 
controlling  plant  costs,  and  in  one  year 
productivity  shot  up  35%. 

Beginning  with  a  conventional  piston- 
engine  subcompact  called  the  GLC  (for 
Great  Little  Car)  in  the  U.S.,  Toyo  Kogyo 
set  out  to  repair  the  Mazda's  tarnished 
reputation.  The  GLC  soon  became  the 
company's  bread-and-butter  car,  compet- 
ing effectively  with  Honda's  popular  sub- 
compact  Civic,  and  this  year  accounts 
for  49%  of  the  company's  U.S.  sales.  A 
more  fuel -efficient  rotary  engine  was 
mounted  in  a  stylish  sports  car,  the  RX- 
7,  which  upon  its  U.S.  introduction  in 
1978  received  rave  notices  from  the 
automotive  press  and  long  lines  of  cus- 
tomers at  Mazda  showrooms.  The  RX-7 
was  quickly  followed  by  a  piston-driven 
sport  sedan  coupe  called  the  626,  which 
also  won  good  notices  and  generated 
similar  waiting  lists.  Currently  Mazda  is 
the  fifth  best  selling  import  in  the  U.S. 

As  for  further  financial  improvement, 
Murai  says:  "In  the  past  we  have  been 
enjoying  a  tailwind.  Interest  on  loans 
was  low,  exports  were  good  and  the  price 
increases  were  not  so  drastic.  The  years 
ahead,  however,  may  be  more  difficult." 
But  as  the  only  automaker  in  the  world 
with  three  engine  technologies  (piston, 
diesel  and  rotary)  capable  of  being  mass- 
produced,  Toyo  Kogyo  could  jump  any 
way  the  market  jumps. 

Well  aware  that  General  Motors  is  at 
last  challenging  Ford's  powerful  position 
in  world  markets  (Forbes,  Apr.  2),  Ford's 
management  has  begun  to  counterat- 
tack. Toyo  Kogyo  is  its  strong  beach- 
head. "Japan  is  part  of  Ford's  long-term 
strategy,"  says  Kenneth  Smith,  boss  of 
Ford's  Japanese  operation.  "It  was  the 
missing  link  in  our  world  chain."  ■ 


Junk  bonds  trimmed  with  equity  are  the  lan 
fashion  in  underwriting. 


Wall  Street 
cuts  velvet 


W all  Street  is  at  least  as  fash- 
ion-conscious as  the  garment 
district.  New-issue  speculative 
junk  bonds,  for  example,  have  been  all 
the  rage  for  the  last  few  years.  What 
made  them  salable  were  interest  rates 
that  ran  a  good  couple  of  points  higher 
than  those  for  more  substantial  mer- 
chandise. Lately,  however,  the  junk  has 
become  a  little  bit  harder  to  sell.  As 
yields  on  the  good  stuff  started  to  climb, 
the  junkers  had  to  go  for  as  high  as 
14% — and  that  made  even  the  swingers 
nervous.  At  the  same  time,  however, 
there  has  been  some  resurgence  of  inter- 
est in  unseasoned  common  stock.  So 
what  do  the  designers  on  Wall  Street  do? 
Cut  velvet,  of  course,  in  the  form  of 
underwriting  units  that  combine  the 
bonds  with  some  kind  of  equity  kicker. 
They're  tie-in  sales.  To  get  the  common, 
you  have  to  buy  the  bonds. 

Take  that  $21  million  package  the 
Hardwicke  Cos.  recently  brought  to  mar- 
ket. It  includes  straight  debt  gussied  up 
with  a  layer  of  convertible  preferred  and 
common  stock  warrants.  Other  models, 
like  the  $12  million  offering  Covington 
Brothers  Technologies  sold  last  month, 
blend  convertible  debentures  with  com- 
mon stock  and  warrants.  There  are 
stripped-down  versions,  too,  like  Lionel 
Corp.'s  $15  million  combination  of 
straight  debentures  and  common  stock, 
or  Resorts  International's  combination 
of  straight  debentures  and  warrants. 

The  offering  prices  vary,  but  they  are 
coming  in  low  enough  to  suggest  that  the 
underwriters  are  aiming  at  small  inves- 
tors who  are — shall  we  say — less  than 
thoroughly  sophisticated.  Both  the  Lio- 
nel and  Covington  units  went  for  $1,000; 
the  Hardwicke  offer,  for  $1,500. 

There  are  at  least  ten  more  such  unit 
underwritings  in  registration  with  the 
Securities  &  Exchange  Commission. 
Fixed-income  specialists  like  H.  Russell 
Fraser,  a  senior  vice  president  of  Paine, 


Webber,  Jackson  &  Curtis,  think 
bond-equity  blends  are  the  wave  ofi 
future.  "We're  getting  more,"  says 
ser,  "and  we're  going  to  get  as  n 
more  as  can  come  through  the  door.' 

"There  is  still  a  market  for  j 
bonds,"  adds  J.  Morton  Davis,  presi' 
of  D.H.  Blair  &  Co.,  "but  with  this  re 
gence  of  interest  in  smaller  growth  c 
panies,  you  need  a  mixed  security, 
give  the  buyer  a  high  yield  while 
waiting  for  the  stock  to  move." 

That's  what's  called  merchandi; 
You  put  a  Calvin  Klein  label  on  a  pa 
blue  jeans  and  you  reconcile  th<) 
reconcilable.  Same  thing  with  this  ! 
of  packaging.  Klein  jeans  are  suppose 
combine  informality  and  high  fasb 
These  bond-stock  packages  give 
high  yield  and  a  speculative  flier  a 
one  package. 

The  key  element  in  the  Hardw 
package,  for  example,  is  a  $1,000  su 
dinated  debenture  that  carries  a 
coupon.  The  debt  is  bundled  witrj 
shares  of  a  $1.05  preferred,  each  of  w 
converts  into  two-third  shares  of  c 
mon,  and  30  warrants  to  buy  Hardw 
common  at  $15  a  share.  The  Covin, 
debentures  were  pegged  at  l2Vi%, 
Lionel  debentures  at  10%%. 

All  such  packages  present  the  inve 
with  a  poser.  Each  element  has  to 
valued  separately  against  the  total 
purchase  price.  ("The  whole,"  w 
Russ  Fraser,  "does  not  always  equal 
sum  of  the  parts.")  So  far,  though, 
combinations  have  held  up  reason 
well.  The  Lionel  unit,  for  exampli 
selling  at  a  modest  premium  over 
initial  offer,  and  at  only  a  slight  disco 
below  par. 

Typically,  the  companies  going 
unit  route  are  relatively  unseasoned 
fits  with  few  alternative  sources  of 
ital.  They  are  paying  a  high  pricq 
what  they  get.  Hardwicke,  for  exanj 
which  among  other  things  owns  or  n 
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■es  a  jumble  of  Benihana  Japanese  steak 
uses,  is  hot  to  get  into  the  hotel-casino 

li\  mbling  business  in  Atlantic  City  while 
2  getting  is  good. 

"The  company  needed  the  money  bad- 
"  says  D.  Mark  Hawkings  of  Laidlaw 
lams  &  Peck,  which  co-managed  the 


offering.  Figuring  all  of  its  costs,  Hard- 
wicke  probably  paid  closer  to  17%  than 
the  stated  14%  on  its  debentures.  That 
kind  of  bite  is  typical  of  many  of  the  unit 
deals  that  have  been  put  on  the  block  so 
far.  Note  the  implied  warning:  Some  of 
these  companies  might  not  have  been 


m.  Blair  &  Co.  's  Moil  Davis 

zonciling  the  irreconcilable  with  Calvin  Klein  calls  for  an  equity  kicker  that 
ild  mean  a  new  jingle  in  the  jeans. 


ie  Webber's  Russ  Fraser 

h  so  many  coming  through  the  door  with  so  many  imponderables,  the  sum  of 
whole  is  not  always  equal  to  the  sum  of  the  parts.  


Sf-.PTh \1BER  I  1   I"  " 


able  to  borrow  the  money  even  at  17% 
had  they  not  thrown  in  stock  and  war- 
rants to  sweeten  the  deal.  Heaven  only 
knows  what  the  real  interest  rate  is. 

Much  of  the  incentive  that  underwrit- 
ers like  Hawkings  and  Mort  Davis  em- 
phasize in  packaging  the  debt-equity  hy- 
brids lies  in  a  hoped-for  rise  in  the  under- 
lying common  stock.  Conversion  prices 
tend  to  be  keyed  close  to  current  market 
prices.  The  prospect  of  instant  gratifi- 
cation doesn't  hurt  the  sales  pitch. 

In  the  Covington  Brothers  deal,  for 
example,  Blair  &  Co.  set  the  exercise 
price  on  the  California  home  builder's 
warrants  at  $8  a  share  and  the  conver- 
sion price  on  the  debentures  at  $6.75  a 
share.  The  terms  were  worked  out  at  a 
time  when  Covington  common  was 
trading  over  the  counter  at  5%  bid  and 
63/s  offered. 

There  is  a  bit  of  a  catch.  While  the 
Covington  warrants  could  be  exercised 
immediately  after  purchase,  the  deben- 
tures cannot  be  stripped  out  of  the  unit 
until  August  of  next  year.  The  pattern  is 
much  the  same  in  the  Hardwicke  offer- 
ing. The  warrants  were  tied  to  the  $15 
market  price  of  the  stock  and,  as  initially 
offered,  could  not  be  exercised  until  after 
Oct.  10,  three  full  months  after  the  units 
were  sold.  That  stricture  was  subse- 
quently softened. 

The  delay  is  designed  to  slow  down  the 
diluting  effect  of  all  that  suddenly  minted 
new  common  stock.  "It's  an  equity  play. 
If  the  company  docs  really  well,  the  buy- 
er will  do  well,  too,"  says  Mort  Davis, 
"but  you  have  to  hold  back  on  the  con- 
versions so  you  won't  knock  the  price  of 
the  stock  down." 

Davis,  whose  firm  is  working  on  sev- 
eral similar  deals,  is  the  first  to  concede 
that  all  of  the  equity  frills  and  furbelows 
in  the  world  cannot  disguise  the  high- 
risk  merchandise  underneath.  Standard 
&  Poor's  pigeonholed  the  Hardwicke  de- 
bentures and  convertible  preferred,  for 
example,  as  "predominantly  specula- 
tive," a  triple-C  grade,  which  is  almost  as 
far  this  side  of  default  as  S&P's  goes.  The 
judgment  was  based,  among  other 
things,  on  Hardwicke's  already  heavy 
debt  load  and  "weak  cash  flow." 

The  risk  levels  are  so  high  that  under- 
writers are  in  a  position  to  demand — and 
get — handsome  fees  for  their  services. 
Underwriting  discounts  and  commis- 
sions on  the  Hardwicke  offering,  for  in- 
stance, ran  to  $105  on  each  unit  sold — 
7Vi%  of  the  amount  of  cash  actually 
raised.  That  figure  doesn't  include 
$200,000  in  nonaccountable  expenses 
also  paid  to  the  underwriters. 

The  return  to  fashion  of  these  gim- 
micky packages  is  one  more  <ugn  that 
the  public  is  beginning  to  dip  its  toes 
into  speculative  waters  again  after  the 
chilling  experiences  of  1969-70  and  1974. 
What  the  public  wants,  the  underwriters 
are  more  than  willing  to  give.  ■ 
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The  company's  name  is  Texas  Oil  &  Gas,  but 
it's  mostly  gas,  and  if  anyone  has  done  better 
in  it  than  this  medium-size  outfit,  we  don't 
know  who  it  is. 


Diversity?  Why? 


By  James  Flanigan 


Local  Arkansas  gas  and  oil  com- 
panies were  hopping  mad  recently 
to  find  that  a  rank  outsider  had 
tied  up  drilling  leases  at  the  Ft.  Chaffee 
military  base  near  Ft.  Smith.  The  local 
boys  said  they  didn't  even  know  the 
leases  were  available  and  muttered  dark- 
ly about  "politics."  The  "outsider"  mere- 
ly chuckles.  He's  Chairman  and  CEO 
William  L.  Hutchison  of  Dallas-based 
Texas  Oil  &  Gas  Corp.  There  was  nei- 
ther politics  nor  mystery  in  his  coup,  he 
says:  "We  filed  for  it  two  years  ago,  is 
how  we  got  it.  You  go  to  the  BLM  [Bu- 
reau of  Land  Management]  and  file  for  it. 
Military  bases  were  put  under  the  law  in 
1976.  We  didn't  even  file  for  it  till  1977." 

What  appears  to  have  happened  in  Ar- 
kansas is  that  a  heads-up  company  got  in 
ahead  of  the  rest.  That  the  company  is 
Texas  Oil  &  Gas  (1979  revenues,  $850 
million)  will  come  as  no  surprise  to  its 
stockholders  or  its  followers  on  Wall 
Street.  Texas  Oil  &.  Gas  completed  a 
fiscal  year  on  Aug.  31  with  another  rise 
in  earnings — the  22nd  in  a  string  dating 
to  1957— of  at  least  15%,  to  around  $4.20 
a  share.  The  stock  recently  traded  at  an 
alltime  high  of  47  and,  as  the  company  is 
fond  of  pointing  out,  100  shares  pur- 
chased at  the  end  of  fiscal  1961  for 
$3,875  would  today  have  become  1,936 
shares  through  stock  distributions  and 
dividends,  worth  $90,992.  There  has  also 
been  $2,209  of  cash  dividends.  The  com- 
pany's return  on  equity  in  the  year  just 
ended  will  again  be  around  25%,  as  it  has 
been  since  1975.  Management  foresees 
earnings  gains  in  the  years  ahead  in  the 
"traditional  range  of  15%  to  20%  a 
year."  That  would  come  to  around  $9  a 
share  in  earnings  within  five  years — im- 
pressive even  in  the  oil  business. 

Texas  Oil  &  Gas  is  a  company  that 
started  24  years  ago  in  Dallas  as  a  gas 
gatherer,  which  is  what  it  is  today.  A 
gatherer  goes  out  like  the  gleaner,  buying 
bits  of  gas  production  that  are  too  small 
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for  big  companies  to  lay  a  pipeline  to.  It 
collects,  in  effect,  a  bundle  of  these 
scraps  and  sells  them  in  a  package  to  a 
big  pipeline  company  or  industrial  user. 
It  was  always  a  good  business — done 
with  contracts  at  both  ends  of  the  deal, 
which  facilitates  financing — with  the 
profit  made  on  the  spread. 

Like  the  railroads  in  the  farming  areas 
of  the  19th  century,  the  gatherer  brought 


Texas  Oil  &  Gas  CEO  William  L.  Hutchison 
After  22  years,  more  of  the  same. 

the  little  spur  lines  that  enabled  the  low- 
volume  gas  producers  all  over  Texas  and 
Oklahoma  to  get  their  product  to  mar- 
ket. Unlike  the  railroads,  but  like  John  D. 
Rockefeller  in  the  early  days  of  Standard 
Oil,  the  gatherer  was  itself  the  market 
with  a  lot  of  leverage  over  the  price  to  be 
paid  the  producer  at  the  well. 

This  is  the  business  that  was  the  foun- 
dation of  Oscar  Wyatt's  Coastal  States 
Gas  Corp.  and  a  part  of  Houston  Natural 
Gas  Corp.  Coastal  States  came  to  grief, 
however,  promising  to  deliver  gas 
cheaper  than  it  could  buy  it.  Houston — 
after  selling  a  utility — is  still  in  the  busi- 
ness but  has  gone  on  to  become  a  diversi- 
fied company. 

Texas,  by  contrast,  made  sure  its  con- 
tracts were,  in  effect,  cost-plus,  and  it 
stuck  to  its  last.  "We're  doing  the  same 
business  we've  been  doing  for  the  past  20 
years,"  says  the  boss.  Hutchison  is  a  47- 
year-old,  Dallas-born  and  Dallas-educat- 
ed (Southern  Methodist)  lawyer  who, 
with  a  petroleum  engineer  since  retired 
from  active  management,  bought  into 
the  two-year-old  company  in  1957  and 
took  over  the  running  of  it. 


In  1964  the  company  expanded  ii 
Oklahoma,  in  typical  fashion.  It  dril 
some  wells  to  establish  the  quality  of  i 
reserves,  lined  up  some  purchases  a 
laid  in  the  gathering  lines,  gradua 
building  a  system  that  has  made  it  J 
chief  supplier  to  Oklahoma  Natural  G 
Drilling  for  its  own  account  was  not  a 
part  of  the  company's  business,  expla 
Hutchison,  a  graying,  robust  man  vj 
laughs  often  and  easily.  It  was,  in  fact 
kind  of  tax  shelter.  We  used  to  look  ujj 
it  as  something  to  break  even  on." 

But  in  1970,  with  intrastate  gas  pri) 
up,  the  drilling  got  serious.  The  comp$ 
went  back  to  old  fields  in  east  Texas 
led  the  way  in  developing  a  new 
province  there.  It  began  to  pour  capi 
into  drilling  for  its  own  account  and  ii 
acquiring  lease  acreage  for  future  pi 
pecting.  Today  its  own  wells  prod- 
20%  of  its  own  gas  needs.  It  also  has  a 
900  billion  cubic  feet  of  reserves  an 
million  lease  acres  in  the  West  and  Sou 
west — a  major-oil-company-size  posit 
(Forbes,  Sept.  3). 

The  Natural  Gas  Policy  Act  of  1 
opened  the  interstate  market,  so 
company  will  build,  operate  and  c 
25%  of  a  new  interstate  pipeline  to  bi 
gas  from  the  Arkoma  Basin  in  Arkar 
and  Oklahoma.  It  owns  350,000  le 
acres  in  that  basin,  so  it  is  like  an 
panding  railroad  developing  its  territ* 
"When  new  transportation  comes  i 
an  area,  particularly  where  there 
been  a  poor  market,  it  substantially 
creases  drilling  activity,"  says  Hut 
son.  Besides  its  ambitions  for  Arkan 
the  company  has  opened  offices  in  C 
ver,  Billings,  Mont,  and  Shreveport,  I 
Time  was  when  gas  was  considen 
declining  industry;  the  reserves  v 
running  out.  Hutchison  points  to  a  c 
showing  an  ominous  gap  from  last 
onward  between  U.S.  gas  consump 
and  production.  But  don't  worry,  he  s 
By  allowing  natural  gas  prices  to  rise 
government  has  solved  the  probler 
created  in  the  first  place.  The  result 
been  an  intense  wave  of  drilling. 

Hutchison  leans  across  his  desk.  "I 
only  speak  from  personal  experience 
as  prices  have  gone  up  [from  30  cents 
thousand  cubic  feet  five  years  age 
$2.10  to  $2.30  per  mcf  today],  our  dril 
expenditures  have  gone  up  [from  $ 
million  five  years  ago  to  $185  millio 
fiscal  1979].  And,  as  our  expendit 
have  gone  up,  so  has  our  produc 
[from  44.7  billion  cubic  feet  to  85  bill 
reserves  from  708  billion  to  900  billio 
"We're  not  diversifying  into  coa 
anything  else,"  offers  President  Foi 
Hoglund,  46,  whom  Hutchison  broi 
in  from  Exxon  two  years  ago  to  help 
manage  the  growing  company.  "We': 
the  wholesale  gas  supply  busine 
Which  is  probably  a  very  good  idea 
Lord  knows  the  company  has  done 
at  it.  ■ 
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reet  one-man  multinational  Sir  James  Gold- 
nith,  who  flouts  convention  worldwide. 


"I  don*  give  a 
damn  what  any- 
body says!" 


By  Lawrence  Miiiard 


'  Annabel  and  Sir  Jatnes  Goldsmith 

to  defying  conventions,  a  mighty  empire. 


Sir  James  Michael  Goldsmith 
stopped  pacing  the  floor  of  his  ele- 
gant Paris  penthouse  office,  the 
Arc  de  Triomphe  looming  maybe  200 
meters  behind  him.  He  put  another 
match  to  his  long  black  cigar  and 
slouched  his  long  tapered  frame  onto  a 
suede  couch  to  answer  our  last  question: 
Why  are  you  so  bitterly  antagonistic  to 
the  press?  Goldsmith,  articulate,  pound- 
ing, baby-blue  eyes  flashing: 

"I  don't  owe  money  to  the  banks.  I'm 
not  running  for  office.  I'm  not  a  public 
company.  I  don't  give  a  damn  what  any- 
body says.  I'm  going  to  do  what  I  think  is 
right.  Not  manypeoplehave  that  luxury." 

His  face  then  breaks  into  a  12-year-old 
boy's  grin.  "Okay?"  We  got  the  point.  No 
awe  of  the  press  here.  He'll  use  it  for  his 
own  purposes  if  he  can,  but  he  won't  bow 
and  scrape. 

That  is  pure  Jimmy  Goldsmith:  50% 
energetic  charmer,  50%  bully,  100% 
iconoclast.  This  volatile  mixture  of  char- 
acter has  made  Goldsmith  probably  one 
of  Europe's  richest  businessmen — and,  in 
Britain  anyway — certainly  one  of  its 
most  controversial. 

For  his  age  (46)  and  his  initial  capital 
($500),  Jimmy  Goldsmith  is  a  very  rich 
man.  He  sits  astride  a  globe-girdling  em- 
pire that  does  everything  from  sell  let- 
tuce in  Albany  (through  his  Grand  Union 
stores),  to  pump  oil  in  Guatemala,  to  sell 
insurance,  to  trade  industrial  goods  to 
Russia,  to  sell  more  lettuce  in  Atlanta 
(through  his  Colonial  Stores).  Goldsmith 
built  this  empire  himself,  from  scratch. 
It  will  probably  earn  roughly  $30  million 
this  year  on  gross  revenues  of  some  $6 
billion. 

The  core  of  the  empire  is  Paris-based 
Generale  Occidentale.  Goldsmith  and 
his  immediate  family  own  over  18%  of 
this  company  outright.  At  the  current 
(rather  low — seven  times  earnings)  valu- 
ation placed  on  Generale  Occidentale  on 
the  Paris  Stock  Exchange,  the  Goldsmith 
stake  in  Generale  Occidentale  alone 
would  be  worth  around  $35  million.  That 
figure  does  not,  of  course,  include  what- 
ever wealth  Goldsmith  may  have  socked 
away  in  homes,  Swiss  banks  and  other 
companies  stretching  from  Panama  City 
to  Hong  Kong. 

As  for  Americans,  we  may  not  have 
heard  much  about  him  but  millions  of  us 
do  business  with  him.  He  paid  over  $50 
million  for  51%  of  Grand  Union  in  1973, 
paying  over  $70  million  more  for  the 
remaining  shares  in  1975  and  1977. 
Through  Grand  Union  he  paid  another 
$133  million  for  Colonial  Stores  last  year 
and,  a  few  months  ago,  for  another  $20 
million,  acquired,  again  through  Grand 
Union,  a  5%  stake  in  Diamond  Interna- 
tional, the  $1.3  billion  (sales)  forest  prod- 
ucts and  home-improvement  retailer. 
Yet  another  Goldsmith-controlled  cora- 
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pany,  $57  million-assets  Basic  Resources 
International  SA— headquartered  in  New 
York,  domiciled  in  Luxembourg  and  list- 
ed nowhere— has  recently  been  hitting 
the  most-active  lists  in  U.S.  over-the- 
counter  trading.  Goldsmith's  investment 
bank,  Banque  Occidentale  pour  l'lndus- 
trie  et  le  Commerce — set  to  merge  with 
another  merchant  bank,  Sofinex,  part  of 
France's  Crtfdit  Lyonnais  group — is 
readying  offices  in  New  York,  thereby 
putting  Goldsmith  firmly  on  Wall  Street 
turf.  He's  not  finished  yet.  He  thinks  the 
U.S.  economy  and  stock  market  is  about 
to  turn  around  and  he's  looking  for  new 
U.S.  investments.  "Grand  Union,"  he 
says,  "is  very  liquid." 

Essentially,  Goldsmith  is  a  bargain 
hunter.  Right  now  the  U.S.  looks  to  him 
like  a  gigantic  bargain  basement.  He  is 
not  really  what  the  British  pejoratively 
call  an  asset-stripper;  rather,  he  is  a  rede- 
ployer  of  assets.  He  has  built  his  empire 
by  buying  small,  undervalued  companies 
on  the  cheap,  liquidating  the  useless 
pieces,  redirecting  their  cash  flow,  and 
leveraging  to  the  hilt  to  trade  up  to  bigger 
and  better  companies.  Plenty  of  would- 
be  empire  builders  fail  at  this  game,  of 
course.  One  reason  Goldsmith  didn't  (or, 
should  we  say,  hasn't)  is  that  he  insists 
that  the  properties  he  takes  over  are 
properly  managed  by  competent  men 
who  understand  their  business. 

Twenty-two  years  ago  Goldsmith  was 
nearly  a  failure.  His  first  business,  a 
French  antacid  distributor  and  manufac- 
turer, had  run  out  of  money  and  Gold- 
smith was  forced  to  sell:  "It  grew  very 
fast,"  he  recalls,  now  pacing  the  width  of 
the  penthouse,  "and  it  was  very  badly 
financed.  In  those  days  I  understood  very 
little  about  finance." 

As  Goldsmith  tells  it,  there  are  four 
necessary  attributes  for  success:  "Appe- 
tite, luck,  the  right  people  and  fear."  He 
learned  the  latter  with  his  near-failure. 
The  right  person  emerged  in  the  form  of 
Baron  Alexis  de  Gunzburg,  a  Goldsmith 
cousin  and — most  important — rich,  an 
heir  to  the  French  Shell  Oil  fortune. 
Goldsmith  applied  his  energy,  fear  and 
appetite  to  de  Gunzburg's  cash  and  con- 
tacts. The  pair  soon  bought  Ge'nerale  Oc- 
cidentale, whose  primary  asset  had  been 
the  concession  to  operate  an  Algerian 
tramway  company,  and  turned  it  into  a 
holding  company  for  businesses  they 
were  quickly  acquiring:  drugstores,  di- 
etary food  manufacturers,  an  interest  in 
the  Eiffel  Tower  (since  sold)  and  some 
banks — the  latter,  we  suppose,  to  help 
minimize  the  chances  of  running  short 
of  cash  on  his  second  try.  (Another  early 
Goldsmith  partner,  Selim  Zilkha,  broke 
away  in  the  early  1960s  to  form  what  is 
now  Mothercare,  one  of  England's  fastest 
growing,  most  profitable  companies.) 

It  has  always  been  Goldsmith's 
dream — or  so  he  told  a  British  TV  audi- 
ence late  last  month — to  form  a  "truly 


binational  food  company  .  .  .  [organized] 
along  the  lines  of  Royal  Dutch/Shell,  say, 
or  Unilever."  In  1965,  following  that 
dream,  Goldsmith — then  only  32  but  a 
force  among  French  entrepreneurs — 
crossed  the  Channel  and  sold  the  British 
public  shares  in  the  Anglo  side  of  his 
dream:  Cavenham  Ltd.,  named  for  his 
father's  Suffolk  country  house. 

Goldsmith  has  always  made — still 
makes — a  great  deal  of  money  in  Britain. 
But  the  plan  to  create  that  "truly  bina- 
tional" food  company  backfired  badly. 

Goldsmith  is  half-British.  His  father, 
Frank,  was  a  Conservative  politician 
who  owned  a  string  of  luxury  hotels  in 
France.  Goldsmith  went  to  Eton  (no 
scholar,  he  withdrew  at  17)  and  holds 
dual  French-British  nationality  (his 
mother  was  French).  So  Goldsmith  has 
the  proper  accent,  plus  his  charismatic 
charm.  He  is  a  heavy  gambler  (good  men- 
tal discipline,  says  Goldsmith,  who  re- 
portedly makes  money  consistently  at 


"My  proposal .  .  .  is  that  all 
newspapers  should  have  to 
disclose  any  sources  of  funds 
or  subsidies  they  get,  and 
that  any  journalist  who  re- 
ceives funds  from  a  foreign 
country  should  register  as  an 
agent  of  that  country." 


bridge  and  backgammon).  He  has  divided 
his  time  between  two  families:  his  ex- 
wife  Ginette  and  their  children  in  Paris, 
his  wife  and  former  longtime  mistress 
Lady  Annabel  Birley  and  their  two  chil- 
dren in  London. 

Remember  the  Jimmy  Goldsmith  dic- 
tum: "I  don't  give  a  damn  what  anybody 
says."  But  his  scorn  for  public  opinion 
has  cost  him  at  least  one  coveted  honor. 
Jimmy  Goldsmith  is  now  Sir  James 
Goldsmith,  thanks  to  a  controversial 
knighthood  bestowed  upon  him  by  Har- 
old Wilson.  In  fact,  it  is  believed  that 
Wilson  (or  his  aide  Lady  Falkender) 
wanted  to  make  Goldsmith  a  Lord,  but  a 
leak  of  the  announcement,  a  public  out- 
cry— and  a  special  investigation  into 
Wilson's  entire  Honours  List — forced 
Goldsmith  down  to  "Sir." 

A  year  later,  Goldsmith  was  controver- 
sial all  over  again.  Cavenham  Ltd.  was  a 
publicly  owned  company  with  over  60% 
of  its  stock  held  by  the  British  public. 
But  its  earnings  growth  was  lagging  sales 
growth  and  its  stock  sold  at  just  five 
tiroes  earnings.  In  a  series  of  tender  of- 
fers, he  bought  the  outside  stock  and 
merged  Cavenham  into  Ge'ne'rale  Occi- 
dentale. The  press  accused  him  of  compli- 
cated financial  dealings,  of  opportunism. 

Jimmy  Goldsmith,  despite  his  "I  don't 
give  .  .  ."  slogan,  hates  criticism,  espe- 
cially from  reporters.  He  is  particularly 
thin-skinned  even  today  over  criticism 


of  the  Cavenham  buyback. 

"I  can  see  you've  been  affected 
what  you  read,"  he  bellows,  referring 
the  widespread,  largely  intelligent  pn 
criticism  of  his  Cavenham  buyback 
the  time.  After  griping  about  "the  hai 
ful  of  journalists  who  orchestrated"  1 
coverage  to  make  Goldsmith's  bid  se» 
controversial,  Sir  James  pounces  or 
the  couch.  "In  real  terms,"  he  says,  "t 
was  the  most  unanimous,  least  cone 
versial  deal  put  before  the  City."  Nev) 
theless,  there  was  a  take-it-or-leave 
manner  about  Goldsmith's  offers  to 
public  stockholders.  In  his  final  bid 
Cavenham  shares,  he  bought  out  his  o 
side  shareholders  at  a  13%  discount  fn 
the  stock's  average  high  price  over 
five  years  preceding  the  buyback.  He 
it  just  as  Cavenham's  earnings  w 
making  a  sharp  recovery  from  the  191 
75  recession.  And  well  before  the  b 
back,  according  to  a  senior  man  at 
Prudential  Assurance  Co.,  one  of  Cav 
ham's  largest  minority  owners  and  ui 
recently  a  large  stockholder  in  Genei 
Occidentale,  Goldsmith  had  "let  peo 
know  that  minority  stockholders  wei 
nuisance  to  be  squeezed  out."  Furtl 
what  would  the  shares  be  worth  tod 
That,  of  course,  is  impossible  to  kn 
But  the  London  Stock  Exchange 
more  than  doubled  since  late  1976 
Cavenham's  prebid  share  price  sim 
kept  up  with  the  market,  they  wa 
today  be  worth  nearly  50%  more  1 
the  $3.50  in  cash  and  paper  Goldsn 
paid  in  the  final  bid. 

Things  are  going  well  for  Jimmy  G 
smith.  Through  his  investment  ba 
Banque  Occidentale,  Goldsmith  hel 
finance  Basic  Resources  Internations 
highflyer  oil  and  minerals  outfit  wil 
concession  from  the  Guatemalan  j 
ernment  to  explore  nearly  1  million  ai 
on  the  Guatemala  side  of  Mexico's 
Reforma  fields;  Goldsmith  and  01 
banks  working  with  him  were  abb 
pick  up  control  of  around  42%  of  Ba: 
common  at  an  average  cost  of  under 
share,  vs.  a  current  quote  of  9Vz.  Thei 
Goldsmith's  14%  stake  in  Centro  Ir 
national  Handelsbank  of  Vienna,  a  C 
ing  company  specializing  in  East-V 
trade.  True,  the  energy  crunch  and 
year's  food  price  wars  soured  the  pro 
on  Goldsmith's  Grand  Union  and  C 
nial  Stores;  Goldsmith  laments  the 
that  "a  few  years  ago,  rent  was  1.2° 
sales  for  U.S.  supermarkets  and  util 
0.6%,  whereas  utilities  are  now  1 
This  transforms  the  economics  of 
whole  supermarket  scene."  No  ma 
Sir  James  is  confident  his  U.S.  im 
ments  will  pay  off  handsomely,  and 
he  has  already  opened  47  new  stores 
year  to  prove  his  confidence. 

If  you  have  gathered  by  now  that 
my  Goldsmith  is  a  one-man  muli 
tional,  you  will  be  close  to  the  truth, 
is  hard  put  to  figure  out  just  where 
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The  Goldsmith  empire:  through  a  glass,  darkly 


This  chart,  recalling  the  civil  service  of  the  Ottoman  Empire,  is  the  best  that 
can  be  made  of  Sir  James  Goldsmith's  far-flung  empire.  Some  key  data  are 
obviously  missing:  Who,  for  example,  are  the  "undisclosed  owners"  who  hold 
60%  of  Lido  SA?  Sir  James'  tart  reply:  "None  of  your  business." 


Sir  James  Goldsmith 


Undisclosed  owners 


Lido  SA 

(A  Panama  corporation) 


60% 
_J 


100% 


over  50%  control 
 * 


Publicly  traded 
in  Hong  Kong 


General  Oriental 

(A  Hong  Kong  corporation) 


Argyle  Securities  Ltd. 


30% 


100% 


Trowfleld  Ltd. 

(Real  estate  development) 


Sir  James  Goldsmith 


,  30.4% 


Alphalec — Owned  by 

Campagnie  Generate  d'Electrlcite 

Credit  Lyonnais 

Union  des  Assurances  de  Paris 

Bank  Rothschild 

Groupe  Lazard  Freres 


40% 


29.6% 


Trocadero  Participations  SA 

(A  French  corporation) 


34% 

u 

r 

100% 


Union  des  Assurances 
de  Paris 

Caisse  des  Depots  et 
Consignations 

Hambros  Bank 

Socie'te  Generale 
de  Belgique 


20% 


Sales:  86  billion 


$30  million 


Generate  Occidental* 


Market  value: 
$177  million 


Employees:  70,000 


Cavenham 

Grand  Union  (USA)  100% 
Colonial  Strs  (USA)  100% 
Diamond  Intl  (USA)  5% 
Bovril  (UK)  100% 
Beach  (UK)  100% 
Various  European  holdings 


Publicly  traded  in  Paris 

15% 


♦J 

1 


67% 


Groupe  Express 

(Newspaper) 


64% 


Wigham  Poland 

(UK  insurance  brokers) 


98% 


Banque  Occidentale 

(merchant  bank) 


control 


Basic  Resources 
International  SA 


Note.  All  figures  based  on  latest  publi<beil  reports.  Generale  Occidentale  plans  to  merge  Banque 
Occidentale  with  investment  bankers  Sofinex;  Banque  Occidentale's  size  will  double  and  GO's 
share  will  fall  to  some  50% 


assets  are  domiciled.  Last  year,  in  a  ridic- 
ulously complicated  financing,  Gold- 
smith began  shifting  the  capital  struc- 
ture of  Generale  Occidentale.  When  the 
dust  finally  cleared  late  last  year,  Gold- 
smith had  spirited  away  a  30%  direct 
investment  in  Generale  Occidentale — 
plus  a  10%  indirect  holding — to  General 
Oriental  Ltd.,  a  Hong  Kong  company. 

Hong  Kong?  According  to  Sir  James,  it 
made  the  best  of  sense:  "Hong  Kong  is 
the  entry  to  the  Far  East  and  we  want  to 
do  business  in  the  Far  East,"  he  told 
Forbes.  "General  Oriental  will  be  estab- 
lished to  trade  French  industrial  goods  to 
the  Far  East .  .  .  exactly  the  same  con- 
cept as  a  Japanese  trading  company." 

Are  you  convinced?  Or  merely  con- 
fused? Understandable  if  the  latter. 
Delve  a  bit  deeper  into  Generale  Occi- 
dentale's new  ownership.  Follow  along 
with  us  on  the  diagram  on  page  43:  Ge"- 
nerale  Occidentale,  of  Paris,  is  the  ful- 
crum of  the  Goldsmith  empire.  General 
Oriental,  the  Hong  Kong  company,  owns 
30%  of  Generale  Occidentale  outright, 
another  10%  indirectly.  Depending  on 
how  you  account  for  General  Oriental's 
indirect  10%,  General  Oriental  Ltd.  is 
either  the  largest  or  second-largest  owner 
of  Ge'ne'rale  Occidentale.  (For  the  record, 
Sir  James  is  definite  that  General  Orien- 
tal is  the  second-largest  owner.) 

And  who  controls  General  Oriental? 
Two  Panamanian  companies:  Evon  SA 
and  its  parent  company,  Lido  SA.  Sir 
James  Goldsmith  owns  40%  of  Lido  SA. 
The  other  60%?  "None  of  your  busi- 
ness," snaps  Goldsmith. 

Whoever  they  are,  the  mysterious 
owners  of  Lido  SA  do  in  effect  control 
ownership  amounting  to  40%  of  Grand 
Union  and  Colonial  Stores,  and  of  Gold- 
smith's newly  established  stake  in  Dia- 
mond International.  American  investors 
and  the  SEC  might  well  decide  that  Li- 
do's ownership  is  very  much  their  busi- 
ness, especially  if  Goldsmith  starts 
spending  his  paper  in  U.S.  markets.  This 
is  especially  true  given  other  instances 
where  unexpected  silent  partners  have 
surfaced — the  holding  by  General  Anas- 
tasio  Somoza,  late  of  Nicaragua,  in  now- 
defunct  Vision  magazine  is  one  example. 
And  John  P.  McGoff,  the  right-wing  Lan- 
sing, Mich,  publisher,  tried  to  buy  the 
Washington  Star  with  money  from  a  se- 
cret South  African  slush  fund. 

A  top-ranking  London  institutional  in- 
vestor— and  a  man,  by  the  way,  who 
generally  likes  and  respects  Goldsmith — 
told  Forbes: 

"Over  many  years  a  belief  grew  up  that 
with  his  [Goldsmith's]  kaleidoscopic 
capital  changes,  no  one  was  really  sure 
who  was  gaining.  But  there  was  the  gen- 
eral feeling  that  Jimmy  Goldsmith 
wasn't  losing." 

Neither,  it  seems,  were  his  friends  and 
lovers.  Buried  in  the  small  type  of  six  full 
pages  of  the  South  China  Morning  Post 
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last  year,  Goldsmith  disclosed  that  Ar- 
gyle  Securities  Ltd.  (a  subsidiary  of  Gen- 
eral Oriental)  committed  over  $4  million 
in  loans  and  loan  guarantees  to  Gold- 
smith's old  gambling  buddy,  John  Aspin- 
wall,  and  to  Aspinwall's  gaming  club. 
Less  fully  disclosed  was  ownership  of 
Private  Savings  Property  Co.,  which 
bought  $3  million  of  real  estate  from 
Argyle  in  1978.  Argyle  owns  49%  of  PSP. 
The  remaining  owners  turn  out  to  be 
close  business  associates  of  Gold- 
smith's— with  21%  going  to  his  present 
wife,  Lady  Annabel. 

Goldsmith's  most  publicized  recent 
adventure  is  extending  his  push  into  pub- 
lishing. (He  already  owns  most  of  Fran- 
ce's influential  weekly  news  magazine 
V Express.) 

Sometime  this  month,  Goldsmith  will 
launch  his  new  NOW!  magazine,  a  slick 
newsweekly  modeled  closely  after  /.'Ex- 
press, and  in  which  Goldsmith  says  he'll 
invest  over  $14  million  before  he  cuts 
bait.  Since  Goldsmith  is  such  an  outspo- 
ken critic  of  most  of  the  English  press, 
Forbes  asked  him  how  he  as  a  publisher 
will  differ.  Goldsmith: 

"My  proposal,  and  it's  very  straightfor- 
ward, is  that  all  newspapers  should  have 
to  disclose  any  sources  of  funds  or  subsi- 
dies they  get,  and  that  any  journalist  who 
receives  funds  from  a  foreign  country 
should  register  as  an  agent  of  that  coun- 
try ..  .  I'm  not  going  to  stand  for  an  un- 
disclosed infiltration  into  the  press." 


What  does  that  mean,  "undisclosed  in- 
filtration into  the  press"?  Simply  this: 
Goldsmith  is  obsessed  by  a  fear  that  an 
organized,  extremist  clique  of  journalists 
is  bent  upon  destroying  Sir  James. Gold- 
smith and  society  as  we  know  it.  "These 
journalists,"  he  told  British  television 
last  month,  naming  only  two  and  railing 
against  tolerance,  "are  my  enemies." 

Has  this  obsession  got  the  better  part 
of  Sir  James?  Certainly  there  is  an  almost 
paranoid  character  to  his  current  deal- 
ings with  the  press.  Ask  his  office  for 
financial  statements  on  his  companies, 
for  example,  and  his  secretaries  tell  you 
that  only  James  Goldsmith  can  approve 
release  of  such  documents  to  the  press. 
Ask  for  Sir  James'  photograph — sorry,  Sir 
James  himself  must  approve  any  outgo- 
ing photographs. 

The  other  day  a  young  woman  called 
Forbes'  London  office  asking  for  recent 
copies  of  Forbes.  We  routinely  asked  her 
company.  "I'm  not  at  liberty  to  say,"  she 
replied.  "Just  send  them  to  me  personally 
at  65  Leadenhall  Street."  Gee,  isn't  that 
Sir  James  Goldsmith's  address?  we 
asked,  knowing  it  to  be.  "Oh,  is  it?"  she 
replied,  denying  any  knowledge  of  Gold- 
smith, and  resolutely  refusing  to  identify 
the  company  she  represented. 

Or  consider  this:  Last  month  a  rumor 
was  making  the  rounds  in  London  that 
Basic  Resources  had  been  refused  a  list- 
ing application  in  Hong  Kong.  We  called 
Basic's  chairman,  John  Park,  in  New 


York  to  check  it  out.  Park  sent  us  a  tela 
which  read  in  part:  "Certain  persons  I 
Hong  Kong,  apparently  hostile  or  reseml 
ful  of  the  accomplishments  of  Sir  Jam<| 
Goldsmith,  printed  an  erroneous  story  i 
the  Hong  Kong  press."  When  ForbiI 
asked  who  these  hostile  or  jealous  pel 
sons  were,  Goldsmith  said  he  had  r| 
idea  who  Park  meant.  Park  never  replie  [ 

There  is  a  curious  resemblance  b| 
tween  James  Goldsmith  and  America! 
Charles  Bluhdorn.  Bluhdorn  does  nl 
flout  social  custom  the  way  the  Britc 
does  nor  is  he  inordinately  fearful  abo  [ 
the  press.  But  what  the  two  men  I 
share  is  a  public  manner  that  somehol 
causes  people  to  mistrust  them  and  ovJ 
look  their  very  real  accomplishment 
Gulf  &  Western  (Forbes,  Sept.  3),  as  soil 
a  conglomerate  as  exists,  currently  sell 
for  a  dismal  three  times  probable  191 
earnings.  Similarly,  Goldsmith's  Gentl 
ale  Occidentale  shares  in  Paris  were  r| 
cently  at  around  62,  a  47%  discount  frol 
their  1970-to-present  high — and  at  jusll 
times  earnings  in  a  roaring  French  mA 
ket  selling  on  average  at  13  times,  | 
cording  to  Geneva's  Capital  Internal  ioi. 
Perspective. 

Laments  Jimmy  Goldsmith:  "It's  terl 
ble  when  a  country  makes  'speculative| 
bad  word."  Agreed,  but  he  forgets  that 
today's  world  it  is  not  only  what  you 
that  counts  but  how  you  do  it.  The  mal 
ner,  you  might  say,  is  a  major  part  of  tf 
message.  ■ 


'The  Anglo-French  Grocer1 


Private  Eye  Editor  Richard  Ingrams 

Satire  plus  much  solid  reporting  circulation  over  10O,OQ0. 


Sir  James  Goldsmith  has  long  carried 
on  a  vendetta  against  British  journal- 
ism. When  Private  Eye,  a  satirical  fort- 
nightly, suggested  Goldsmith  was  in- 
volved in  covering  up  a  murder,  Gold- 
smith sued,  got  an  apology  and 
damagesof$60,000-plusover  ten  years. 

Private  Eye  skirts  Britain's  rigid  libel 
laws  with  liberal  use  of  "in"  euphe- 
misms. Sample:  "He  was  tired  and 
emotional"  [Eye  readers  know  that 
means  he  was  dead  drunk).  Sample: 
"She  is  not  averse  to  Ugandan  discus- 
sion" (meaning  promiscuous).  Pub- 
lisher Rupert  Murdoch  is  "The  Dirty  I 
Digger";  Prince  Charles,  "Brian"; 
Princess  Margaret,  "Yvonne."  Gold- 
smith is  "the  Anglo-French  Grocer." 

Goldsmith  says  he  pursued  his  ven- 
detta against  Private  Eye  because  its 
editors  and  reporters  are  the  core  of  an 
elite  "club"  of  journalists  whose  left- 
wing,  antibusiness  ideas  dominate 
British  publishing.  Replies  Private  Eye 
Editor  Richard  Ingrams,  42:  "The| 
man's  very  strange." 

While  Eye  is  paying  up,  it  isn't  shut- 1 
ting  up.  Editor  Ingrams  has  written  a| 
book  on  Goldsmith.  It  will  be  pub- 
lished next  month.  The  tone  can  be] 
gathered  from  the  title:  Goldenballs. 
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Wolf schmidt  Vodka. 

The  spirit  of  the  Czar  lives  on. 


It  Was  the  time  of  "War  and 
Peace."  "The  Nutcracker 
Suite."  Of  Tolstoy  and 
Dostoevsky. 

Yet  in  this  age  when 
legends  lived,  the  Czar  stood 
like  a  giant  among  men. 

He  could  bend  an  iron  bar 
on  his  bare  knee.  Crush  a 
silver  ruble  with  his  fist.  He 
had.  a  thirst  for  life  like  no 
other  man  alive. 

And  his  drink  was  the  toast 
of  St.  Petersburg.  Genuine 
Vodka. 

Life  has  changed  since 
the  days  of  the  Czar.  Yet 
Wolfschmidt  Genuine  Vodka 
is  still  made  here  to  the 
same  supreme  standards 
which  elevated  it  to  special 
appointment  to  his  Majesty 
the  Czar  and  the  Imperial 
Romanov  Court. 

Wolfschmidt  Genuine 
Vodka  .  The  spirit  of  the 
Czar  lives  on.  i 


25  years  ago  people  didn't  know 
that  shrink-to-fit  packaging  would  give 
the  beef  industry  made-to-order  savings. 

But  Grace  knew. 


Back  when  beef  was  shipped  whole 
and  unprotected,  profits  dried  up 
as  soon  as  the  meat  did. 

Graces  Cryovac  division  solved 
this  problem  with  a  unique 
shrink-to-fit  package  now  known  as 
the  Barrier  Bag" 

With  it,  meats  could  be  processed 
in  centralized  plants  and  shipped  in 
smaller  cuts  according  to 
grocers'  needs. 

The  idea  was  so  cost  efficient,  it 
revolutionized  grocery  merchandising. 
And  today,  Cryovac  shrink  films  help 
package  hundreds  of  grocery  and 
non-grocery  items. 

Cryovac  is  only  one  of  the  growing 
companies  that  make  up  Graces 
specialty  chemical  business. 


And  chemicals,  in  turn,  are  only  one 
part  of  W.R.Grace  &  Co. 

Grace,  in  fact,  is  a  $4.5  billion 
company  with  broadly  balanced 
interests  in  chemicals,  natural 
resources,  and  consumer  businesses. 

Since  1968,  the  company's  net 
income  has  grown  by  an  average  of 
16%  annually,  and  shareholders  have 
been  receiving  cash  dividends  for 
45  consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.  R.  Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.FB-10. 

One  step  ahead  of  a 
changing  world. 


GRACE 

chemicals  •  natural  resources  •  consumer  products 


Hstory  does  repeat.  As  it  applies  to  the  stock  market,  the  question  is 
mpty:  Are  we  headed  for  another  1929?  Or  another  1954? 


Back  from  the  dead? 


SPECIAL  REPORT 


n  one  issue  last  month  Business  Week  informed  its  readers 
that  the  stock  market  was  dead,  killed  by  inflation  and  by 
the  superior  performance  of  more  tangible  or  higher-yield- 
investments.  In  its  following  issue  it  advised  its  readers  to 
East  Indian  art.  The  lively  American  interest  in  transcen- 
tal  meditation,  the  magazine  argued,  has  spilled  over  into 
prices  of  Indian  art.  Gold,  real  estate  and  diamonds  had  all 
n  better  investments  than  common  stocks  over  the  past 
years,  the  magazine  said.  What  has  been  will  always  be. 
e  past  is  the  future. 

hat,  certainly,  is  a  popular  view  on  the  market. 
orbes  Contributing  Editor  Richard  Phalon  is  just  back  from 
earing  on  TV  and  radio  talk  shows  throughout  the  U.S.  to 
mote  his  new  book,  Your  Money.  How  To  Make  It  Work 
der  Tljan  You  Do.  Phalon  reports  that  in  literally  dozens  of 
earances  he  didn't  receive  a  single  question  about  the  stock 
•ket.  "For  the  average  viewer  and  listener,"  he  says,  "the 
ket  doesn't  seem  to  exist." 

may,  therefore,  be  a  good  time  to  recall  the  Wall  Street 
ng  that  when  the  last  sucker  has  sold  his  stock,  the  market 
eady  to  go  up.  We  could  be  close  to  that  time.  In  the  story 
inning  on  page  61  we  tell  of  the  great  bull  market  of  1954- 
-of  how  it  was  born  in  an  atmosphere  of  gloom  and  doom 
ering  from  today's  only  in  its  rationalizations,  not  its 
msity.  The  following  story  (see  p.  50)  analyzes  why  the 
wd,  especially  the  young  crowd,  has  turned  against  equities 
why,  as  usual,  the  crowd  is  probably  wrong, 
'here  are  many  seemingly  plausible  arguments  for  shunning 
:ks:  We  are  in  a  recession  that  could  turn  out  to  be  a  beaut; 
dollar  continues  under  pressure,  frightening  foreign  inves- 
;  corporate  earnings  are  not  real  earnings  because  they  fail 
>rovide  for  the  replacement  of  assets  bought  years  ago  at 
inflation  prices.  Maybe  the  strongest  argument  is  the  sim- 
it:  Why  risk  money  in  stocks  when  you  can  get  better  than 
in  government  bonds  and  over  6%  in  tax-exempts? 
hese  arguments  are  at  least  as  persuasive  as  those  used 
inst  equities  in  1954  when  the  Dow  Jones  industrials  sold 
inder  300  and  IBM  was  1  n/i6  on  the  present  stock.  Then,  as 
/,  price/earnings  ratios  were  low,  yields  were  fairly  high  and 
body"  wanted  stocks.  Over  the  next  three  years  the  DJI 
bled  and  fortunes  were  made. 

fith  the  stock  market  today  selling,  on  average,  at  a  big 
ount  from  book  value,  with  hundreds  of  good  stocks  going 
five  or  six  times  earnings  and  with  yields  as  high  as  10%, 
anti-equity  arguments,  now  as  in  1954,  ignore  Ben  Gra- 
l's  most  basic  principle:  that  no  investment  is  good  or  bad 
price  will  make  it  so.  What  impresses  the  editors  of  Forbes 
he  near-unanimity  among  the  handful  of  sages  whose 
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opinions  we  respect  that  common  stocks  are,  as  a  whole, 
screaming  bargains  and  have  nowhere  to  go  but  up. 

Last  fall  (Forbes,  Nov.  27,  1978)  John  Templeton — who  may 
be  the  most  respected  money  manager  still  practicing  the  trade 
today — made  this  bold  prediction:  that  corporate  earnings 
would  double  in  the  next  eight  years;  that  price/earnings  ratios 
would  climb  back  to  14  (from  a  current  8)  and  that  U.S. 
common  stocks  were  the  best  buys  in  the  world — better  than 
real  estate,  antiques,  diamonds,  gold  and  most  foreign  stocks. 
As  an  example  of  what  he  expects,  Templeton  predicted  that 
Ford  Motor,  now  just  over  40,  could  sell  as  high  as  300  by  1986. 
Projecting  his  predictions  onto  the  DJI,  you  come  up  with  a 
figure  of  2800 — three  times  the  present  level.  (That's  what  the 
DJI  did  between  1954  and  1962;  it  tripled.) 

Two  issues  earlier  (Forbes,  Oct.  30,  1978),  Roy  Neuberger, 
that  shrewd  old  trader  in  stocks  and  in  art,  told  us  that — 
almost  uniquely  in  his  career — he  was  almost  entirely  on  the 
long  side  of  the  market.  The  Neuberger  &  Berman  boss  said: 
"Right  now  I'm  tending  to  look  over  my  portfolio  and  kick  out 
everything  that  can't  go  up  at  least  100%." 

The  sage  of  Omaha,  the  brilliant  Warren  Buffett,  wrote  an 
article  (Forbes,  Aug.  6)  in  which  he  read  a  sharp  lecture  to 
equities-shunning  money  managers.  They  were  being  as  dumb, 
he  said,  as  they  were  nearly  a  decade  ago  when  many  of  the 
same  people  overconcentrated  in  common  stocks.  "This  gen- 
erals-fighting-the-last-war  approach  has  proven  costly  in  the 
past  and  will  likely  prove  equally  costly  this  time  around,"  he 
wrote.  Those  who  wait  for  the  news  to  get  better  before  buying 
stocks  may  well  find  themselves  left  at  the  post,  he  added. 

In  the  same  issue,  Chairman  Donald  T.  Regan  of  Merrill 
Lynch  told  Forbes  he  was  gearing  up  his  troops  to  handle  a  100 
million-share  day.  His  hand  tracing  a  bull  market  fever  chart  in 
short  karate  chops,  the  former  Marine  lieutenant  colonel  said, 
"We  don't  think  the  absolute  bottom  is  here  yet,  but  as  we 
come  down  the  business  cycle,  first  the  market  levels,  then  it 
shoots  up.  Levels  and  shoots  up."  He  made  it  very  clear  that 
the  Thundering  Herd  was  as  bullish  as  it  has  been  for  years. 

These  are,  of  course,  opinions,  not  "facts."  Nearly  everyone 
agrees  on  the  facts.  Everybody  knows  the  news  is  not  cheerful. 
But  what  everybody  knows  has  already  had  its  market  impact 
and  is  unlikely  to  send  stocks  soaring  or  sagging. 

We'll  summarize  the  pro-stock  argument  as  simply  as  we 
can:  There  is  no  place  to  hide  from  inflation,  but  at  current 
prices  common  stocks  are  the  best  bomb  shelter  there  is — 
better  than  bonds  (whose  yields  are  taxable  for  most  of  us  and 
repayable  in  depreciated  dollars),  cheaper  than  alternative  in- 
vestments whose  prices  are  sky-high  and  liquidity,  near  zero. 
The  very  fact  that  stocks  have  been  poor  investments  over  the 
past  decade  is  precisely  what  makes  them  so  plausible  an 
investment  today. 
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Once  they  said,  "Stocks  onlygo  up. " 
Now  they  say,  'The  markets  dead. " 
Time  to  phone  your  broker? 

"Sure  beats 
the  hell  out 
of  stocks" 


By  Bob  Tamarkin 

Clark  Boyd  plays  a  cool  jazz  piano  until  2  a.m.  at  a  plush 
Chicago  hotel  six  nights  a  week.  During  the  days  he 
scours  the  area,  sometimes  as  far  away  as  Gary,  Ind.,  for 
old  cars  like  the  three  rusted,  beat-up  vintage  1960s  Thunder- 
birds  he  recently  bought  for  $12,000.  "I'll  get  $8,000  apiece  for 
'em — as  is,"  he  smiles.  "It  sure  beats  the  hell  out  of  stocks." 

Brad  Salus,  a  broker  in  the  St.  Louis  office  of  Paine,  Webber, 
Jackson  &  Curtis,  lost  badly  on  400  shares  of  Equity  Funding 
he  bought  two  hours  before  the  issue  stopped  trading  in  1974. 
Since  then,  he  says,  "I  went  heavily  into  stamps,"  recouping 
nine  times  the  investment  he  had  lost  in  stocks. 

New  York  journalist  Alvin  Arnold  gave  in  to  his  own  "in- 
variably poor"  stock  market  record  and  sold  everything,  in- 
cluding his  General  Motors,  American  Cyanamid  and  Borden 
shares,  in  the  early  1970s  to  put  his  money  into  a  money 
market  fund.  He's  pleased  with  the  return.  "Obviously,"  he 
broods,  "there  are  very  few  people  who  consistently  can  get 
better  than  10%  return  on  their  investment." 

Are  Arnold,  Salus  and  Boyd  riding  the  wave  of  the  future?  Or 
are  they  the  wave  of  the  past? 

While  the  mid-August  rally  was  heartening,  it  still  left  a  one- 
tier  market  where  stocks  trade  in  a  narrow  range,  seemingly 
oblivious  to  record  earnings,  dividends  and  impressive  balance 
sheets — a  market  whose  low  prices  discourage  companies 
from  selling  equity  while  it  encourages  takeovers  since  it's 
become  cheaper  to  buy  existing  plants  than  to  build  new  ones. 

The  public  has  been  a  huge  net  seller  of  stocks  since  1959, 
when  bond  yields  became  greater  than  those  of  stocks. 
They've  also  been  sellers  of  mutual  funds  since  1972.  Their  net 
sales  of  stocks  and  funds  over  the  past  several  years  have  been 
running  at  about  $4.4  billion  annually,  according  to  Federal 
Reserve  data.  The  New  York  Stock  Exchange's  most  recent 
Census  of  Sljareownefs  shows  that  between  1970  and  1975  the 
number  of  individual  owners  of  corporate  stock  or  mutual  fund 
shares  declined  from  30  million  to  25.2  million — with  no 
indication  since  1975,  say  exchange  officials,  of  any  reversal. 

The  current  anxiety  among  the  2,740  heads  of  households 
surveyed;  the  fear  of  worsening  inflation.  Seventy  percent  said 
they  were  unwilling  te  take  the  risks  of  long-term  investment 
in  stocks.  They  see  stocks  as  a  poor  bet  for  preserving  capital 
and  purchasing  power  and  instead  look  to  real  estate  as  their 
best  buy  in  these  inflationary  times.  The  big  pension  funds— 
currently  holding  an  estimated  record  $30  billion  in  cash 
reserves — have  also  turned  against  the  stock  market. 

There  are  plenty  of  grounds  for  despair.  (There  usually  are.) 
Living  costs  have  doubled  since  1967,  and  the  continued 
combination  of  inflation  and  taxes  has  clobbered  market  in- 
vestors, even  when  their  sti  cks  did  well.  An  analysis  by 
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Small  thanks  for  promises  kept 


The  disillusion  many  investors  feel  looking  at  the  movement  of  stock  prices  in  general  Not  only  growth  stocks  have  kept  their 
turns  to  downright  despair  as  they  see  what  ha«;  happened  to  growth  stocks.  Even  IBM,  promises;  the  Value  Line  Industrial  Cora- 
exemplar  of  the  glamour-growth  breed,  has  gone  nowhere  in  price  even  though  its  posite  900  stocks  almost  doubled  dividends 
earnings,  dividends  and  book  value  have  grown  robustly,  as  piomlsed.  and  tripled  earnings  since  1969. 
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Irvard  University's  Martin  S.  Feldstein  and  Joel  Slemrod  of 
Icks  sold  in  1973  showed  that  investors  paid  taxes  on  some 
1.6  billion  in  capital  gains.  When  the  costs  of  these  shares 
Ire  adjusted  for  the  increase  in  the  price  level  since  they  were 
Irchased,  the  $4.6  billion  gain  turned  out  to  be  a  $1  billion 
lital  loss.  Taxes  were  being  paid  on  nominal  capital  gains, 
lich  were  actually  losses  when  adjusted  for  inflation. 
t)f  course,  savers  and  bondholders  did  equally  poorly.  Since 
ft  early  1970s  the  real  rate  of  return  on  interest  income  for 
wers  has  been  negative.  Today  the  aftertax  real  rate  of  return 
I  thrift  accounts,  adjusted  for  inflation,  is  slightly  better  than 
Inus  6% .  Even  for  corporate  bonds,  which  carry  an  inflation 
Imium,  the  aftertax  real  return  is  nearly  minus  2%.  At  an 
l>  inflation  rate,  the  return  on  E  bonds  is  a  negative  2% 
tore  taxes.  But  even  this  is  being  kind  to  bonds.  Most  Forbes 
Iders  today  are  in  at  least  a  40%  tax  bracket  at  the  margin  of 
eir  income,  so  that  a  10%  bond  yield  is  only  6%  after  taxes. 
■10%  bond  at  a  time  of  10%  inflation,  then,  merely  guaran- 
Is  you  an  annual  shrinkage  of  4%  in  your  capital. 
l»  ot  surprisingly,  the  result  has  been  twofold:  Consumers 
mm  are  saving  less  and  instead  spending  tor  tangible  assets 
ii  in  anticipation  of  a  chronically  high  inflation  rate.  For 
tance,  personal  savings  have  declined  to  5%  of  disposable 
:ome  from  the  long-term  trend  of  6%  to  6V2  % .  The  U.S.  rate 
personal  savings  is  already  the  lowest  of  all  major  industrial 
mtries  and  compares  to  nearly  25%  in  Japan,  15%  in  West 
rmany  and  10%  in  Canada,  where  the  savings  rate  has  more 
tn  doubled  between  1973  and  1977. 

iVilliam  Fellner  of  the  American  Enterprise  Institute  and  a 
mer  member  of  the  Council  of  Economic  Advisers  says: 
ou  see  people  holding  less  money,  not  just  less  corporate 
cks.  Money  holdings  in  this  country  used  to  be  rising  in 
ation  to  incomes,  and  now  it's  declining.  The  stock  market 
lis  with  intangibles." 

We  are  seeing  a  typical  European  response  to  a  high  inflation 
)ectation,  notes  Robert  S.  Salomon  Jr.,  director  of  stock 
earch  at  Salomon  Brothers.  Explains  Salomon:  "An  escalat- 
;  inflation  has  made  it  increasingly  clear  that  there  has 
:n — and  in  all  likelihood  will  continue  to  be — a  significant 
lfrontation  between  tangible  assets  and  financial  assets.  To 
:e,  financial  assets  are  clearly  the  losers." 
The  passion,  nay,  the  panic,  to  own  tangible  assets  is  no- 
ere  more  dramatic  than  in  the  housing  market.  In  the  12 
inths  through  June,  the  median  price  of  a  new  one-family 
ise  jumped  13%,  to  $64,200  (a  160%  increase  over  the  1968 
dian),  according  to  the  National  Association  of  Realtors, 
ich  expects  a  similar  rise  this  year  in  spite  of  the  recession. 
Zarl  and  Betsy  Raymond  are  a  young  married  couple  living 
Slencoe,  111.,  a  quiet,  tree-lined  suburb  about  30  miles  north 
Chicago.  Carl,  36,  is  a  statistician  at  a  bank  and  Betsy,  33,  a 
h  school  teacher.  In  1974  they  bought  a  house  in  Chicago 
$42,000  and  sold  it  last  year  for  $77,000.  With  their  $23,000 
ifit  (after  paying  off  their  mortgage)  and  a  combined  income 
only  $30,000,  the  Raymonds  bought  a  new  four-bedroom 
ise  costing  $135,000.  To  scrape  up  the  balance  of  the 
7,000  down  payment,  Carl  sold  the  $4,000  worth  of  stock  he 
1  accumulated  in  his  company's  employee  stock  plan.  The 
ymonds'  $108,000  mortgage  ran  them  $1,000  a  month,  or 
Vo  of  their  joint  pretax  income.  "We  wanted  to  go  out  on  a 
lb  and  borrow  as  much  as  we  could,"  says  the  dark-haired 
1  soft-spoken  Betsy.  "We  knew  our  payments  would  stay 
:  same  and  we'd  be  paying  back  with  cheaper  dollars." 
hen — if  ever — was  the  last  time  the  woman  of  the  house 
ked  in  those  terms?)  Their  monthly  burden  has  since  eased 
th  Carl's  promotion  earlier  this  year,  boosting  their  income 
about  $43,000.  In  the  past  year  the  value  of  their  house  has 
)reciated  nearly  15%.  Smitten  by  the  real  estate  bug,  and  a 
;her  tax  bracket,  they  are  now  looking  for  a  second  house  or 
ldnminium  to  invest  in.  Again,  shrugs  Betsy,  "It'll  mean 
Ming  off  the  stock  Carl  accumulated  over  the  past  year." 
The  Raymonds  typify  another  aspect  of  the  short-term  psy- 
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chology:  the  buy-now-pay-later  or  buy-in-advance  psychology, 
especially  where  credit  can  be  used.  Currently,  for  example, 
consumers  owe  more  than  $21  billion  on  Visa  and  Master 
Charge  cards  and  have  more  than  an  estimated  $40  billion  of 
unused  credit  still  available  on  the  two  cards.  The  amount  of 
credit  use  is  staggering,  considering  that  bank-card  credit  is 
only  7.2%  of  total  consumer  credit  outstanding. 

The  old  American  attitude — "it's  sound  as  a  dollar" — has 
given  way  to  an  almost  frantic  haste  to  get  into  debt  that  can 
be  paid  back  in  depreciating  dollars.  Brokerage  houses,  and 
indeed  the  nation's  major  stock  exchanges,  have  responded  to 
the  loss  of  interest  in  stocks  and  savings  by  turning  themselves 
into  financial  department  stores.  Giant  Merrill  Lynch  already 
offers  everything  from  real  estate  to  Visa  cards  in  its  financial 
grab  bag.  Thus,  in  spite  of  itself,  the  securities  industry  is 
helping  to  lure  potential  investors  away  from  stocks.  It's  im- 
possible to  determine  how  many  investors  in  stocks  have  been 
lured  by  the  likes  of  options,  commodities,  money  market 
funds,  but  these  alternative  markets  are  flourishing. 

The  number  of  Merrill  Lynch's  individual  commodity  ac- 
counts jumped  from  5,800  in  March  1975  to  13,200  as  of  June. 
Almost  33%  of  Shearson  Loeb  Rhoades  Inc.'s  $137  million  in 
1978  revenues  came  from  commodities.  The  value  of  futures 
contracts  in  1960 — when  inflation  was  a  mere  1% — amounted 
to  $30  billion.  Today  it  is  almost  $2  trillion.  Trading  volume  on 
the  nation's  1 1  major  futures  exchanges  in  the  first  half  rose 
36%  from  the  year-ago  period  to  37.3  million  contracts. 

A  stock  market  dropout  who  turned  to  commodities  is 
Gordon  Alper,  36,  of  Mammoth  Lakes,  Calif.  From  1964  to 
1972  he  had  invested  as  much  as  $50,000  in  stocks.  He  took  a 
beating  in  1974,  losing  most  of  the  profits  he  made  in  the  go-go 
years.  Today  half  of  his  assets  are  in  real  estate,  15%  in  rare 
American  coins,  15%  in  antique  silver  and  the  rest  in  com- 
modities and  cash.  "I  make  no  long-term  investments  any- 
more," he  insists.  "Any  monkey  could  make  money  in  the 
mid-Sixties.  Those  times  aren't  coming  back.  Events  change 
and  you  have  to  adjust  quickly.  That's  why  I  trade  commod- 
ities now.  In  commodities,  long  term  is  a  crop  year." 

The  phenomenal  growth  of  money  market  funds  over  the 
past  two  years  is  probably  the  best  indication  of  what's  on  the 
mind  of  the  small  investor.  They  yield  investors  10%,  and 
about  half  of  the  funds  accept  minimum  investments  of  $1,000 
and  also  offer  check-writing  services.  In  effect,  they  are  inter- 
est-bearing checking  accounts.  At  the  end  of  1978  brokerage 
house  money  fund  accounts  amounted  to  $3.5  billion.  Within 
the  last  six  months  they  have  quadrupled  to  $12  billion,  ac- 
cording to  William  Donoghue,  who  has  been  tracking  these 
funds  since  1975  in  his  Money  Fund  Report.  In  1977,  says 
Donoghue,  there  were  166,000  shareholder  accounts  in  money 
funds;  last  year,  456,000  and  currently  more  than  1  million. 
Merrill  Lynch's  money  fund  totals  $4.9  billion  in  assets — more 
than  twice  the  size  of  the  largest  mutual  fund  in  history.  "This 
is  where  people  are  parking  their  money,"  says  Robert  Stovall, 
first  vice  president  at  Dean  Witter  Reynolds  Inc.,  whose  Inter- 
capital  Liquid  Asset  Fund  reached  $2  billion  in  August,  up  from 
just  $16  million  less  than  two  years  ago. 

You  can  look  at  all  this  two  ways:  Say  the  stock  market  is 
dead!  Long  live  diamonds,  Chinese  ceramics,  houses 
and  Mickey  Mouse  ashtrays!  Or  say,  the  trend  against 
stocks  has  gone  so  far  that  it  is  about  to  reverse. 

If  one  thing  is  certain,  it  is  that  no  trends  go  on  forever.  By 
the  time  the  general  public  fully  grasps  a  trend,  that  trend  is 
nearly  over.  Which  is  why  some  people  get  rich:  They  change 
direction  before  the  rest  of  us  do.  Right  now  it  is  "in"  to  collect 
diamonds,  to  own  condominiums  and  to  put  liquid  cash  into 
money  market  funds.  But  as  the  unexpected  strength  of  the 
August  stock  market  rally  suggested,  there  are  a  growing 
number  of  people  willing  to  buy  stocks — and  a  corresponding 
drying  up  of  those  wanting  to  sell. 

Most  people  feel  the  unfavorable  stock  trend  is  still  opera- 
tive. No  surprise  there.  "As  a  rule,  people  tend  to  look  back- 


ward  instead  of  forward,"  says  Dr.  F.  Thomas  Juster,  director  of 
the  University  of  Michigan's  Institute  for  Social  Research. 
"They  see  that  housing  prices  have  been  going  up  over  the  past 
ten  years,  so  they  put  their  money  in  the  housing  market. 
Right  now  people  see  the  stock  market  down,  so  they  think  of 
it  as  a  bad  investment."  Dr.  George  Pollock,  director  of  Chica- 
go's Institute  for  Psychoanalysis,  says  the  tilt  toward  tangibles 
symbolizes  "regression  to  childlike  inability  to  dwell  for  any 
period  of  time  on  the  abstract  rather  than  the  concrete." 

Assuming  the  regression  Pollock  talks  about  hasn't  become 
terminal,  the  obsession  with  intangibles  will  go  to  unsustain- 
able extremes.  It  may  already  be  there.  The  stock  market  itself 
has  paid  a  terrible  price  for  going  to  such  extremes  in  1969  and, 
on  a  narrower  base,  in  1974.  It  is  still  paying  the  price. 

Consider  this  paradox:  Common  stocks  have  indeed  kept 
their  promise  of  being  inflation  hedges  as  far  as  earnings  and 
dividends  are  concerned.  Since  1967,  earnings  of  Standard  & 
Poor's  500  composite  rose  149.5%,  compared  with  a  116.6% 
gain  in  the  Consumer  Price  Index,  while  dividends  nearly  kept 
pace,  with  a  gain  of  81.1%.  Since  the  1975  recession,  however, 
dividends  have  accelerated — climbing  43.7%  in  the  past  four 
years,  compared  with  a  34.4%  rise  in  the  CPI  during  the 
period.  It  is  only  the  price  of  common  stocks  that  has  failed  to 
keep  up.  The  explanation  is  obvious:  By  1973  growth  stocks 
were  discounting,  as  they  say,  the  hereafter.  At  30  times 
earnings  then  Eastman  Kodak  was  selling  where  it  should  be 
selling  in  1985,  say — it  was  a  dozen  years  ahead  of  itself.  But  at 
eight  times  earnings,  the  current  ratio,  it  is  an  obvious  bargain 
in  terms  of  what  it  will  almost  certainly  be  earning  in  1982. 

Most  of  Wall  Street's  analysts  are  mystified  as  they  pore  over 
the  historical  data,  searching  for  parallels  to  the  present.  "The 
market  is  an  ongoing  drama.  There  is  no  simple  answer  to 
stocks  or  bonds,"  concludes  William  LeFevre,  vice  president- 
investment  strategy  at  Granger  &  Co. 

The  drama  LeFevre  speaks  about  has  taken  some  unexpect- 
ed turns  in  the  past  decade,  all  of  which  combined  to  make  the 
high  stock  valuations  of  the  Sixties  unsustainable.  These  in- 
cluded the  American  defeat  in  Vietnam,  the  ongoing  petroleum 
crisis,  the  growing  menace  of  the  American  bureaucracy  and, 
finally,  the  realization  that  inflation  was  probably  chronic  and 
unstoppable.  In  the  1950s  through  the  mid-1960s,  when  con- 
sumer prices  edged  up  less  than  2%  a  year  and  productivity 
moved  forward,  most  people  expected  an  improvement  in 
their  standard  of  living  (see  stor\>  on  p  61)  Today,  reduced 
buying  power  and  long  gasoline  lines  are  constant  reminders 
that  America  and  the  world  are  not  necessarily  moving  inexo- 
rably into  a  golden  sunset,  that  the  world  is,  after  all,  still  a  vale 
of  tears  and  not  even  IBM  is  worth  30  times  earnings. 

Trends  always  go  to  extremes  before  reversing  them- 
selves. The  bull  market  of  1954-70  went  to  ridiculous 
extremes  and  so  did  the  long  and  painful  corrections  that 
ensued.  Meantime  investors  and  their  advisers  find  plenty  of 
arguments  to  rationalize  either  trend.  Chief  rationalizations 
today:  Corporate  earnings  are  overstated  because  of  inflation; 
economic  collapse  is  coming  and  hard  things — gold,  diamonds, 
houses — are  better  than  holding  paper;  stocks  are  boring. 

What,  under  these  circumstances,  will  make  Americans  turn 
again  to  common  stocks?  Perhaps  new  ways  of  looking  at 
equities  will  help.  Professor  Franco  Modigliani  of  MIT  and  his 
colleague,  Richard  Cohn,  associate  professor  of  finance  at  the 
University  of  Illinois,  Chicago  Circle,  argue  that  the  stock 
market  is  undervalued  by  50%  because  in  times  of  inflation 
investors  do  not  take  into  account  offsetting  gains  created  by 
the  reduced  burden  of  corporate  debt.  While  corporations  must 
deduct  interest  payments  from  earnings,  they  should  be  per- 
mitted to  adjust  earnings  upward  for  repayment  in  depreciated 
dollars,  the  two  economists  argue. 

Cohn  gives  this  example:  Say  a  company  with  a  profit  of 
$100  (before  taxes  and  interest  charges)  borrows  $1,000  at  3% 
on  a  variable-rate  obligation.  After  deducting  interest,  the 
pretax  profit  would  be  $70.  If  a  10%  rate  of  inflation  came 


along,  raising  the  interest  rate  to  13%,  the  company  wo 
show  a  pretax  loss  of  $30.  However,  there  is  another  facto 
be  considered:  If  at  the  end  of  the  year  the  $1,000  is  paid  bi 
inflation  would  have  eroded  its  "real  worth"  by  10%,  or  $1 
If  that  $100  were  added  back  into  the  company's  profits,  I 
would  remain  at  $70.  Enough  debt  and  enough  inflation  ca 
make  a  profitable  company  look  as  though  it  were  a  big  los 

If  stocks  had  been  capitalized  at  the  appropriate  real  rat 
than  at  a  nominal  interest  rate,  the  Standard  &  Poor's  5CM 
the  end  of  1977  would  have  stood  at  about  200  instead  of  1 
note  Cohn  and  Modigliani.  So  far,  their  argument  to  anal} 
and  lenders  has  fallen  on  deaf  ears.  The  two  calculate  thai 
increase  of  one  percentage  point  in  the  long-term  inflation  ] 
works  to  depress  stock  prices  by  about  13% — a  decline  of  I 
in  the  price/earnings  ratio  and  5%  on  expected  earnings. 

Tax  policy  is  another  consideration.  Relief,  however,  fi 
double  taxation  of  dividends  is  unlikely:  "Liberal"  congr 
men  would  scream  that  it  helps  the  rich,  not  the  "poor." 

Harold  M.  Williams,  chairman  of  the  Securities  & 
change  Commission,  opts  for  either  accelerated  wn 
off s  or  a  reduction  in  the  corporate  tax  rate.  He  explai 
"It  would  serve  to  increase  retained  earnings,  which  helps  bi 
the  economy.  That's  better  than  hyping  the  market." 

To  encourage  more  offerings,  in  April  the  SEC  eased 
requirements  for  fledgling  firms  ($1  million  in  assets  v 
fewer  than  500  shareholders)  to  raise  capital  in  the  equii 
market  through  the  use  of  a  new,  less  costly  and  simpli 
registration  form,  called  the  S-18.  In  short,  the  action 
subtle  shift  from  investor  protection  and  is  likely  to 
speculation.  The  SEC  seems  willing  to  chance  it  as  lonj 
small  business,  as  Williams  puts  it,  is  able  "to  regain 
historic  health  and  vitality." 

But  after  all  is  said,  the  stock  market  still  has  that  one  h 
lure:  It  can  stir  up  the  coals  of  greed  in  any  investor.  The  bo 
in  high-fliers  during  the  go-go  years  confirmed  that  hun 
nature  never  changes.  And  today  witness  the  action  in  E 
ver's  "penny  stocks"  market  (Forbes,  July  23)  or  the  freni 
trading  in  takeover  candidates,  small  growth  companies 
gambling  and  oil  stocks  on  the  feisty  American  Stock 
change.  In  1979's  first  seven  months,  the  6%  gain  in  the  [ 
Jones  industrial  average  was  eclipsed  by  increases  of  289 
the  Araex  index  and  24%  in  over-the-counter  stocks. 

We  have  raised  a  whole  generation  of  Americans  who  si 
the  stock  market.  These  people  represent  a  tremendous  pot 
potential  buyers.  What  will  it  take  to  bring  them  in?  Who 
say?  Obviously,  less  inflation,  lower  interest  rates  and 
breaks  would  restore  investor  confidence.  But  by  then  si 
prices  would  be  well  on  their  way  to  higher  levels.  After  all 
best  time  ever  to  have  bought  stocks  was  in  1933,  in  the  d 
of  the  Depression — when  you  couldn't  give  them  away, 
combined  rate  of  return  on  NYSE  stocks  that  year  was  10 
in  1931,  a  minus  48.2%.  But  the  day  will  come— if  it 
already  here — when  people  at  cocktail  parties  and  on  the 
courses  will  stop  talking  about  how  much  their  homes  I 
appreciated  in  value.  They  will  begin  talking  about  sto 
industries,  "concepts."  The  brokers'  phones  will  start  to 
again.  Wall  Street  may — as  Merrill  Lynch  confidently 
pects — begin  having  100-million  share  days.  And  the  s 
market,  which  essentially  has  been  in  a  trading  range  s 
1966,  will  at  the  very  least  catch  up  with  inflation  again. 

People  who  regard  shares  as  not  just  a  morning  newsp 
quote  but  as  a  means  of  participating  in  a  stream  of  earn 
and  dividends  are  happy  today  with  many  of  their  stocks.  1 
for  example,  may  not  be  higher  than  it  was  a  decade  ago,  bi_ 
earnings  have  more  than  trebled  and  its  dividends  have 
drupled — more  than  keeping  up  with  inflation.  When  the 
of  the  country  figures  out  what  a  good  thing  IBM  stockhol 
have  had,  the  prices  of  a  good  many  stocks  are  going  to 
catching  up  with  earnings  and  dividends. 

Are  you  listening,  Clark  Boyd?  Brad  Salus?  Alvin  Am 
Carl  and  Betsy  Raymond?  ■ 
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The  Future  Wit 

A  Machine 
hat's  Already  There. 


TES  701 


OLIVETTI'S  FULL  LINE  OF 
LECTRONIC  WRITING  MACHINES. 

1   All  our  machines  are  engineered  to  be 

head  of  their  time. 

1  Like  our  new  ET  221  electronic 
ipewriter,  with  daisy 

ji  inter.  It  has  everything 

pa'd  expect  in  a  fine 

iipewriter,  plus  something 

u>u  probably  thought  this 
pe  of  machine  was 
i  ars  away  from  having, 
emory  and  display. 

Our  TES  401  word  pre- 
ssor is  the  only  machine 
at  delivers  word  process ing 
>ht  to  your  secretary's  desk, 
long  with  minidiskettes  that  store  up  to  7,500  char- 
ters, so  you  can  store  letter  drafts  and  have  them 
ped  up  again  automatically  after  correction. 

Even  the  TES  501 ,  a  word  processor  that  already 
as  just  about  everything  you  could  possibly  want, 
fers  something  many  of  our  competitors  haven't 
•earned  of  offering.  Value.  The  501  has  information 
trieval  capabilities  you're  just  not  supposed  to  find 
i  a  machine  that's  as  inexpensive  as  this  one. 

With  the  introduction  of  the  extraordinary 
ES  701 ,  a  word  processor  that  has  a  remarkable 


video  display  for  heavy  text 
editing,  Olivetti  becomes  the 
only  electronic  machine  manu- 
facturer in  the  world  to  offer 
a  full  line  of  machines. 
Needless  to  say,  all  Olivetti  Electronic 
Writing  Machines  are  quiet,  comfortable  to  operate 
and  classically  designed  so  tliey'll  be  as  attractive  to- 
morrow as  they  are  today. 

For  a  tree  demonstration  or  more  information  on 
sales  and  service  throughout  the  United  States,  write 
Olivetti  Corporation,  500  Park  Avenue,  New  York, 
New  York  10022,  or  call  toll  free  800-526-3887. 
And  move  into  the  future  with  Olivetti. 
After  all,  it's  always  nice  to  travel  with  someone 
that  knows  the  way. 


Olivetti 


Suppose  we  get  those  100-million- 
share  days  brokers  are  predicting. 
Can  they  handle  the  surge  in  vol- 
ume without  going  bust? 


Back-office 
crises  again? 


Rub  a  shiny  crystal  ball  on  Wall  Street  these  days  and 
out  of  the  swirling  mist  is  apt  to  come  a  startling 
number:  100-million-share  days  ("The  herd  returns," 
Aug.  6).  Could  the  volume  of  trading  on  the  New  York  Stock 
Exchange  soar  so  high  and  stay  there?  Consider  the  effect  of 
interest  rates  falling  as  recession  takes  hold.  Suppose  a  lot  of 
money  now  parked  on  the  sidelines — especially  big  institu- 
tional money— should  pour  into  cheap  listed  equities.  Many 
brokers  feel  such  forces  could  drive  Big  Board  volume  up  from 
the  present  35-million-  to  45-million-share  days  to  that  fright- 
ening 100-million  level.  But  could  Wall  Street  handle  it? 

Sure,  there  were  some  60- 
million-share  days  last  year 
that  passed  without  incident. 
But  what  about  a  string  of  60- 
million-  or  70-million-share 
days?  So  thin  are  the  margins 
and  so  costly  can  back-office 
foul-ups  be  that  in  1968  a 
few  back-to-back  20-million- 
share  days  were  enough  to 
drive  some  of  the  major  bro- 
kerage houses  into  bankrupt- 
cy,- wholesale  catastrophe 
was  narrowly  averted.  Could 
that  happen  again?  Or  has 
the  computerization  of  The 
Street  solved  the  problem? 

The  answer  is:  It  could 
happen  again.  A  string  of 
back-office  crises  could  be  in 
the  cards  if  average  volume 
triples.  "If  we  saw  60-million-share  days  for  five  days  in  a  row, 
the  clearance  functions  would  suffer,"  says  NYSE  Senior  Vice 
President  for  Market  Operations  Vincent  Plaza,  carefully. 

"If  all  the  institutional  guys  just  back  from  vacation  start 
buying  like  crazy,  there's  no  way  the  floor  could  handle  it," 
says  Gresham  O'Malley,  senior  vice  president  for  regional 
brokers  Janney  Montgomery  Scott  Inc.  of  Philadelphia. 

"The  order  traffic  on  the  floor  and  through  the  wires  would 
most  concern  us  if  we  saw  more  than  two  such  days  of  100 
million  shares,"  says  Paine  Webber's  First  Vice  President 
George  Roer. 

"What  happened  in  1968  could  certainly  happen  again,"  says 
Greg  Fitz-Gerald,  chief  financial  officer  at  Merrill  Lynch.  Mer- 
rill Lynch  recently  ran  a  dress  rehearsal  on  a  Saturday  to  see  if 
their  own  computers  could  handle  the  8  million  shares  they'd 
probably  get  out  of  a  100-miiii  rvshare  day.  "The  machines 
click  and  whir  and  hum  fast  enough,"  says  Fitz-Gerald,  "but 
there  is  still  too  much  paper  and  running  about.  You  have 


exhausted  people  all  over  the  trading  floor.  We  had  si 
serious  questions  about  the  system." 

The  NYSE  says  it's  working  on  the  problem.  The  Excha 
has  $12  million  to  get  "all  the  gadgets  we  want"  to  speec 
order-processing  on  the  floor,  says  a  spokesman.  The  phys 
layout  is  gradually  being  altered  to  maximize  floor  sp 
Television  monitors  are  replacing  paper  printouts  so  that 
cialists  can  follow  price  movements  on  other  exchanges 
monitors  are  also  replacing  hand-operated  price  boards  at 
cialist  posts.  And  electronic  order-card-reading  machines 
being  placed  outside  trading  posts  instead  of  inside  to  facili 
access  by  traders. 

There  have  also  been  much-needed  improvements 
where  on  Wall  Street  that  theoretically  should  help  preve 
replay  of  1968's  darkest  days.  There  is  now  a  National  Sec 
ties  Clearing  Corp.  that  continually  debits  and  credits  accoi 
for  each  buy  and  sell,  thus  consolidating  the  bookkeep 
There  is  also  a  Depository  Trust  Co.  where  all  securities  1 
in  Street  name  are  physically  kept,  which  helps  ensure 
such  shares  aren't  lost  in  crowded  back  offices  and  perri 
computerized  transfer  of  such  stock.  Highly  touted  Securi| 
Investor  Protection  Corp.  has  been  created  to  insure  inves 
against  loss  of  shares  by  brokers  or  broker  bankruptcies. 

Finally,  there  is  computerization  of  most  broker  back) 
fices.  But  when  man  meets  machine  amid  high  volume  in 
system  there  soon  are  long  lines  and  more  and  more  mista 
(known  on  The  Street  as  QTs  or  "questionable  trades" 
takes  but  one  visit  to  the  din  and  confusion  of  the  paj 
strewn  floor  with  hundreds  of  traders  on  telephones  cheefl 
jowl  taking  orders,  pencils  scribbling  on  cards  at  stfl 
graphic  speed,  to  see  how  QTs  are  born — the  QTs  that  becq 

gremlins  in  back  offices 
average  trading  volume 
proaches  even  three  tn 
the  1968  level,  then,  com] 
ers  or  no,  the  NYSE  admn 
has  a  serious  problem.  If  j 
ume  continues  to  rise  ft 
60-million-share  days  to  1 
million-share  days,  will  tf 
not  be  a  crisis? 

The  answer  has  long  bl 
total  computerization,  an 
line  National  Market  Sysl 
with  traders  sitting  at  teri 
nals.  Merrill  Lynch,  wh 
participates  in  the  so-cai 
"Cincinnati  expernnii 
expressly  designed  to  ch. 
out  the  system,  strongly  9 
ports  such  a  move.  So  d 
the  Securities  &  Excha, 
J^**Z^<i^>*  Commission.  "It  would  j 
change  an  auditory  crowd  to  a  visual  one  without  changing 
decision-making  steps,"  argues  Junius  W.  Peake,  a  Wall  Sti 
veteran,  former  NASD  vice  chairman  and  now  a  consultan 
the  securities  industry.  "It  would  cost  much  less  to  open 
permit  instant  transactions  and  create  error-free  records. 

Predictably,  because  its  very  existence  is  at  stake,  the  N" 
protests  all  this  vehemently.  Computers  break  down,  warn 
spokesman.  Trading  excitement  would  be  lost.  What  abj 
face-to-face  contact  so  crucial  to  getting  the  best  price?  W 
about  specialists?  To  which  Peake  replies  persuasively  t 
90%  of  NYSE  trades  today  are  conducted  without  negotiati 
Traders  could  meet  face  to  face  for  the  other  10%  in  anot 
room  whenever  they  wanted.  As  for  specialists,  Peake  wonc 
if  they  are  actually  necessary  in  a  market  with  such  vas 
improved  information  flow.  But  if  they  are,  plugging  them  i 
a  computerized  system  would  be  no  problem. 

Meanwhile,  those  back-breaking  100-million-share 
may  be  just  around  the  corner.  — Geoffrey  Sm 
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Being  an  innocent  bystander  didn '/  stop 
the  Douc  Langurfrom  paying  the  price  of  war. 

Are  you  as  vulnerable  to  violent  change? 

The  war  in  Vietnam  brought  swift  and  harsh  changes  to  the 
environment  of  the  Douc  Langur.  Chemical  defoliation  and 
hungry  soldiers  seriously  hurt  this  species'  battle  to  survive. 

The  industrial  environment  is  no  less  vulnerable  to  sudden  and 
disruptive  change.  To  protect  yourself  against  risks  created  by 
factors  beyond  your  influence,  you  should  adopt  a  flexible  system 
of  loss  control.  And  that's  where  Allendale  can  help. 
Allendale  Mutual  Insurance  Company,  Allendale  Park, 
Johnston,  Rhode  Island,  02919. 


Allendale  Insurance 
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The  highest 
return  on  investment 
in  the  Common  Market. 

REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 

US  Department  of  Commerce  statistics  for  the  period  74-77  show  a  28%  average  annual  return  on  investment  for 
US  manufacturers  located  in  the  Republic  of  Ireland-more  than  twice  the  European  average. 

1  DA  Ireldnd  &   The  Irish  government's  industrial  development  agency  has  offices  in 
industrial  development  authority    New  York,  Tel  (212)  972-1000;  Chicago,  Tel  (312)  644-7474; 
Houston,  Tel  (713)  658-0055;  Los  Angeles,  Tel  (213)  624-1024.  Overseas  offices  also  in  Toronto, 
Amsterdam,  London,  Paris,  Cologne,  Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 
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SPECIAL  REPORT 


wenty-five  years  ago,  when  1929 
as  still  fresh  in  memory  and 
ericans  were  worrying  about 
ace  and  the  economy,  there  be- 
n  history's  greatest  bull  market. 

The  market 
nobody 
expected 

By  Jefferson  Grigsby 

y  n  September  of  1953  the  economy  turned  down  and 
I  headed  into  what  looked  like  the  predicted  postwar  reces- 
k  sion.  The  stock  market,  however,  turned  up. 
By  New  Year's  Day  of  1954  the  Dow  Jones  industrial  average 
Is  at  280,  having  risen  25  points  in  about  three  months.  Wall 
feet  was  pleased  but  hardly  exuberant.  The  market  had  been 
kher  earlier  that  year  and  the  year  before, 
It  had  failed  to  break  above  300.  Could  it 
eak  300?  That  would  put  it  back  to  where, 
Jyears  before  in  1929,  it  had  soared  out  of  all 
fcch  with  reality.  Equal  the  1929  high  of 
b?  With  a  recession  on?  With  labor  pressing 
I  higher  wages?  With  Europe  still  in  ruins 
p  war  threatening  everywhere?  It  just 
Isn't  possible. 

Even  Value  Line's  Arnold  Bernhard,  whose 
fe  for  value  is  legendary,  did  not  think  the 
Itom  had  been  reached.  Late  in  1954  his 
lid  had  only  55%  of  its  assets  in  stocks, 
rnhard  felt  the  Dow  might  fall  if  corporate 
pings  shrank. 

ks  1954  wore  on,  however,  the  market  kept 
Ing — up,  up,  up,  sometimes  in  vertical 
Iges  like  those  of  1928  and  1929— until  on 
Iv.  23,  exactly  25  years  and  one  month  (less 
e  day)  after  Black  Thursday,  it  equaled  the 
%9  level  of  381.17  for  the  first  time  since 
Great  Crash.  With  four  classic  correc- 
ts, it  would  keep  going  up  for  the  next  dozen  years,  while 
I  economy  it  supported  was  generating  the  greatest  level  of 
Isperity  in  history, 
pit  nobody  knew  that  in  1954. 

■Vhat  did  they  know?  What  kind  of  year  was  1954?  Not 
Irly  as  idyllic  as  it  may  look  in  retrospect.  Sober  men  were 
toped  by  what  Joseph  N.  Pew  Jr.,  chairman  of  Sun  Oil  (who 
I  not  agree  with  them),  called  a  "tragic  gloom."  After  more 
|n  a  decade  of  wartime  stimulation,  much  of  the  economy 
»  going  cold  turkey.  Overcapacity  was  everywhere  and  no 
e  knew  where,  or  when,  the  recession  would  end.  Forbes 
ijtor  and  Publisher  B.C.  Forbes  felt  called  upon  to  write: 
jmericans:  Be  of  good  courage.  Act  like  men,  not  mice!" 
Vhat  many  businessmen,  what  the  public  at  large,  had  not 
1  grasped  was  that,  underneath  the  discouraging  news  and 
bbodings,  great  favorable  forces  were  at  work.  The  U.S. 
jod  on  the  verge  of  an  age  when  science  would  transform  the 
rid.  Americans  collectively  represented  a  great  pool  of  li- 
dity  and  thrift.  Limits,  to  resources  or  the  use  of  them,  were 
cnown.  And  always  there  was  the  market,  boiling  along 


with  that  implacable,  almost  frightening,  purpose.  It  had 
sensed  the  change  before  the  public  or  the  press. 

Most  of  the  leaders  of  World  War  II  were  still  in  power  in 
1954 — Eisenhower  in  the  U.S.,  Churchill  in  England,  Mao  Tse- 
tung  in  China.  Albert  Schweitzer  was  still  alive.  So  were  Albert 
Einstein,  Douglas  MacArthur,  Arturo  Toscanini,  Pius  XII  and 
Frank  Lloyd  Wright. 

The  Soviet  Union  built  the  first  nuclear  power  plant  that 
year,  and  the  U.S.  launched  the  first  nuclear  submarine.  The 
U.S.  Supreme  Court  outlawed  segregation  in  the  public 
schools,  touching  off  demonstrations  in  the  South.  Southern 
congressmen  formed  a  bloc  to  fight  the  decision;  but  Lyndon 
Johnson  of  Texas,  taking  over  as  Senate  majority  leader  after 
the  Democrats'  off-year  election  victories,  refused  to  join  it. 

Ernest  Hemingway  won  the  Nobel  Prize  and  survived  two 
plane  crashes.  Charles  Lindbergh  won  the  Pulitzer  Prize  for  his 
autobiography.  Aristotle  Onassis  bought  a  secondhand  frigate 
and  spent  $2.5  million  converting  it  into  a  floating  palace 
named  Christina  after  his  daughter.  Howard  Hughes  wrote  a 
personal  check  for  $23,489,478  for  the  outstanding  stock  of 
RKO  Pictures  and  became  the  first  person  to  own  a  major 
movie  studio. 

More  than  400,000  U.S.  children  received  injections  of  Dr. 
Jonas  Salk's  new  polio  vaccine.  Ralph  Nader  was  an  undergrad- 
uate at  Princeton,  where  he  attracted  attention  by  refusing  to 
wear  the  customary  white  buckskin  shoes.  A  soft-spoken 
biologist,  Rachel  Carson,  was  known  solely  for  her  popular 
books  on  the  sea.  Martin  Luther  King  was  a  young  preacher, 
newly  arrived  in  Montgomery,  Ala.  The  Bible  was,  as  usual,  the 
best-selling  nonfiction  book  in  the  land. 

Rocky  Marciano  was  the  heavyweight 
champion.  Willie  Mays  was  the  National 
League's  most  valuable  player.  Roger  Bannis- 
ter ran  the  first  four-minute  mile.  Coco 
Chanel  returned  to  the  fashion  world  after  an 
absence  of  15  years.  Marilyn  Monroe  married, 
then  divorced,  Joe  DiMaggio.  Judy  Garland 
made  a  comeback  in  A  Star  Is  Born.  Bing  Cros- 
by played  an  alcoholic  in  The  Country  Girl. 
Walt  Disney  was  building  a  $50  million 
amusement  park  in  California.  Elvis  Presley 
was  an  unknown  truck  driver  in  Memphis. 
Herman  Wouk's  dramatization  of  his  book 
The  Caine  Mutiny,  about  an  American  naval 
officer  who  cracked  under  pressure,  was  a  hit 
both  on  Broadway  and  in  the  movies.  Lighter 
fare  was  Pajama  Game,  a  musical  about  labor 
relations — a  pervasive  subject  in  1954. 

Inflation  ranged  between  1%  and  2%.  Trea- 
sury bills  were  at  1.5% .  The  Federal  Reserve's 
discount  rate  had  gone  as  high  as  2%  during 
the  boom  times  of  1952,  but  was  back  down  to  Vh°/o.  Total 
U.S.  disposable  income  was  $257  billion,  as  against  consumer 
and  installment  credit  of  $32  billion.  The  gross  national  prod- 
uct was  $365  billion,  and  President  Eisenhower  thought  it 
could  go  to  $500  billion  within  the  next  decade.  Leon  Keyser- 
ling,  the  Fair  Deal  economist,  said  it  might  hit  $600  billion  by 
1960 — with,  of  course,  government  stimulation. 

U.S.  exports  were  $15  billion,  imports  $10.3  billion.  U.S. 
watchmakers  were  complaining  about  low-cost  Swiss  imports, 
and  adding-machine  makers  were  struggling  against  cheap 
foreign  machines.  But  as  other  nations  succeeded  in  raising 
their  own  exports,  it  was  thought  they  would  also  tend  to  relax 
restrictions  against  American  products. 

The  federal  budget  that  year  was  $69.7  billion.  The  deficit 
was  $1.2  billion.  People  complained  about  high  taxcc. 

The  Brookings  Institution  estimated  6.5  million  Americans 
owned  stock.  Under  Keith  Funston,  its  public  relations-mind- 
ed president,  the  New  York  Stock  Exchange  was  trying  to  get 
more  of  them  into  the  market.  But  fear  made  many  Americans 
reluctant;  ever  since  1949,  when  the  Soviet  Union  exploded  its 
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computer  center:  lifting  a  vast  burden  of  paperwork 
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kyard  bomb  shelter 


The  first  707  rolls  out 


debut  of  a  classic:  Ford's  new  Thunderbird 


-.Kett:  a  medium's  muscle  U.S.  airmen  arrive  in  Indochina 


first  atomic  bomb,  a  lot  of  people  thought  allout  war  with 
Russia  was  imminent. 

Not  without  reason.  In  1954  the  U.S.  shot  down  a  Soviet  jet 
fighter  over  Korea.  The  Communists  downed  a  U.S.  photo 
reconnaissance  plane  over  Japan  and  a  Navy  bomber  off  Sibe- 
ria. Chinese  planes  even  attacked  a  British  airliner  off  Hainan 
Island — whereupon  two  U.S.  carriers  steamed  to  the  scene  and 
launched  fighters  which  shot  down  two  Chinese  planes. 

France  was  defeated  in  Indochina  and  Eisenhower  said  the 
U.S.  wouldn't  go  in  unless  Congress  declared  war.  He  sent  105 
Air  Force  technicians  instead.  South  Korean  President  Syng- 
man  Rhee  urged  a  joint  session  of  the  U.S.  Congress  to  pursue 
allout  war  on  China.  Chou  En-lai  threatened  to  seize  Formosa. 
Mao  Tse-tung  pledged  "permanent  and  indissoluble  bonds" 
between  China  and  the  U.S.S.R.  Four  Puerto  Rican  nationalists 
raked  the  floor  of  the  House  of  Representatives  with  pistol  fire, 
wounding  five  congressmen. 

Americans  first  learned  that  the  U.S.  had  exploded  the  first 
hydrogen  bomb  two  years  earlier,  a  weapon  developed  after  a 
bitter  debate  among  U.S.  physicists.  The  Atomic  Energy  Com- 
mission withdrew  the  security  clearance  of  scientist  J.  Robert 
Oppenheimer,  who  had  directed  work  on  the  first  atomic 
bomb,  and  would  later  say:  "The  physicists  have  known  sin, 
and  this  is  a  knowledge  which  they  cannot  lose." 

Bomb  shelters  were  a  brisk  business.  The  $3,000  Mark  I 
Kidde  Kokoon  came  with  "everything  a  family  of  five 
might  need  for  a  three-to-five-day  underground  stay," 
including  portable  radio,  protective  apparel  and  radiation 
charts.  The  New  York  City  Bomb  Shelter  Committee  thought 
unused  coal  bins  would  make  good  shelters. 

The  "beatniks,"  led  by  Jack  Kerouac  and  Allen  Ginsberg, 
sought  enlightenment  through  eastern  religions  and  antimate- 
rialist,  alternative  lifestyles.  Lysergic  acid  diethylamide,  or 
LSD,  was  being  used  experimentally  to  treat  schizophrenics. 

As  it  would  every  year  in  the  decade,  the  Air  Force  spent 
$60,000  trying  to  determine  whether  flying  saucers  were  real. 

For  36  days  in  1954,  up  to  20  million  Americans  watched  the 
Army-McCarthy  hearings  over  ABC  and  the  DuMont  televi- 
sion networks.  Chief  Army  counsel  Joseph  N.  Welch,  a  Boston 
trial  attorney,  a  Republican  and  a  conservative,  climaxed  the 
hearings  with  a  scathing  denunciation  of  the  Wisconsin  sena- 
tor, who  had  terrorized  the  government  with  charges  of  Com- 
munist infiltration.  In  December  the  U.S.  Senate  censured 
McCarthy  by  a  vote  of  67  to  22. 

It  was  stili  the  age  of  basic  industries,  and  steel  was  still  the 
bellwether.  Its  capacity  stood  at  124  million  tons,  much  W  it 
brand  new;  U.S.  Steel  alone  had  spent  $2.2  billion  in  nine  years 
on  modernization.  As  the  recession  abated  late  in  the  year, 
steel  was  one  of  the  last  segments  to  recover.  But  an  encourag- 
ing phenomenon  was  noted.  Steel's  breakeven  point  had 
historically  been  80%  of  capacity.  With  their  new  plants,  the 
steel  companies  could  make  money  in  1954  at  66%. 

Copper  was  one  of  the  few  industries  not  suffering  from 
overcapacity.  In  fact,  strikes  in  the  U.S.  and  Chile  had  cut 
supplies  so  drastically  that  some  fabricators  were  planning  to 
shut  down. 

The  auto  industry  was  the  Big  Three  and  the  Little  Five 
(Studebaker,  Packard,  Nash,  Hudson  and  Kaiser- Willys).  Gen- 
eral Motors  had  52%  of  the  domestic  market.  "We're  shooting 
for  20%,'"  said  Lum  (Tex)  Colbert,  president  of  Chrysler,  which 
then  had  11%,  "and  when  we  get  that  we're  going  for  more." 

By  the  end  of  the  year,  the  Little  Five  would  be  the  Little 
Three  after  the  mergers  of  Studebaker  with  Packard  and  Nash 
with  Hudson  (into  American  Motors).  Other  mergers:  General 
Dynamics  with  Consolidated  Vultee,  Corn  Exchange  with 
Chemical  Bank  &  Trust,  Olin  Industries  with  Mathieson, 
Merck  with  Sharpe  &  Dohme  and  Philip  Morris  with  Benson 
&  Hedges. 

Royal  Little  was  merging  his  ailing  Textron  with  even 
worse-off  American  Woolen  Co.,  some  of  whose  mills  dated 
back  to  1849.  Little  also  had  started  acquiring  businesses  in 
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unrelated  industries,  like  aircraft  engine  mounts  and  radar 
antennas.  Only  the  word  "conglomerate"  hadn't  yet  been 
invented.  It  was  known  simply  as  "diversification." 

United  Aircraft  spun  off  its  Chance-Vought  division  and 
followed  Curtiss- Wright  out  of  the  airframe  business.  Boeing 
was  trying  to  convince  skeptical  airline  executives  that  its  new 
707  jet  transport  would  be  as  economical  to  operate  as  Douglas' 
popular  piston-driven  DC-7. 

Mighty  Pan  American  was  the  world's  largest  airline.  Ameri- 
can was  number  two,  followed  by  United,  TWA,  Eastern  and 
Delta.  Under  its  legendary  chairman,  World  War  I  ace  Eddie 
Rickenbacker,  Eastern  was  on  a  massive  capital  expansion 
program,  buying  28  propeller-driven  DC-7s  and  Super  Constel- 
lations. It  was  barely  a  strain  on  Eastern's  rock-solid  financial 
structure  and  lucrative  routes. 

For  decades,  non-U. S.  aircraft  companies  had  been  trying  to 
crack  the  U.S.  airline  market.  In  1954  they  thought  they  had. 
Capitol  Airlines  ordered  40  turboprop  Viscounts  from  British 
Vicker-Armstrong.  "The  Viscount  will  be  the  most  profitable 
plane  we  ever  operated,"  said  Capitol  President  James  H. 
Carmichael. 

It  cost  $425  to  fly  from  New  York  to  London,  $461  to  Paris, 
$550.40  to  Rome  and  $99  to  California. 

Rails,  coal  and  shipbuilding  were  troubled  industries.  Maver- 
ick Robert  Young  took  over  the  New  York  Central  in  a  bitter 
proxy  fight  and  brought  in  old  pro  Alfred  Perlman  from  the 
Denver  &  Rio  Grande  Western  to  run  it.  By  November  Perl- 
man  had  shaved  its  $7  million  passenger  deficit  by  $1  million. 
He  said  passenger  service  would  be  in  the  black  "when  we  get 
high-speed  lightweight  trains." 

Coal  production  was  down  16%  from  1953.  fohn  L.  Lewis 
was  no  longer  thundering,  but  helping  close  uneconomic 
mines.  While  the  use  of  coal  was  dropping  overall  in  favor  of 
gas  and  oil,  utility  use  was  rising.  "The  future  of  our  industry," 
said  Peabody  Coal  President  Stuyvesant  Peabody,  "will  depend 
principally  on  industrial  and  utility-type  sales." 

Of  all  the  industries  struggling  to  make  it  without  war- 
time largesse,  shipbuilding  was  one  of  the  worst  hit. 
Only  16  vessels,  the  smallest  number  since  the  end  of 
the  war,  were  under  construction  in  U.S.  yards.  Louis  E. 
Wolfson,  a  wavy-haired  42-year-old  financier  and  industrialist, 
had  bought  control  of  the  New  York  Shipbuilding  Corp.  from 
Avco  Manufacturing  and  restored  it  to  profitability.  Then  he 
went  after  Montgomery  Ward  &  Co.,  whose  80-year-old  chair- 
man, Sewell  Avery,  had  virtually  turned  it  into  a  bank.  Its 
stock  was  selling  at  around  73  while  its  book  value  was  92;  it 
had  $85  a  share  in  net  working  capital  and  no  debt. 

Asked  at  the  annual  meeting  in  April  when  Ward  would  start 
to  build  new  stores,  Avery  said:  "When  building  costs  are  fair." 
Later  in  the  year,  he  called  in  reporters  and  used  charts  and 
graphs  to  show  that  the  U.S.  was  headed  for  a  depression. 
Europeans  tended  to  agree  with  him.  Also  worried  were  Har- 
vard Professor  Sumner  Slichter,  George  Meany  and  New  York 
Public  Works  Coordinator  Robert  Moses,  who  urged  the  gov- 
ernment to  set  aside  $25  million  for  states  and  cities  to  combat 
possible  economic  emergency. 

Chemicals  were  the  glamour  industry  of  the  postwar  world. 
The  industry  had  expanded  fourfold  since  1939  and  was  ex- 
pected to  do  so  again  by  1975.  While  industrial  production 
overall  was  down  9%  in  1954,  chemicals  were  down  only  1%. 

A  curious  problem  faced  the  oil  industry,  which  had  pro- 
duced 3  billion  barrels  of  crude  in  1953,  87%  of  it  from 
domestic  fields.  The  U.S.  was  wallowing  in  a  gasoline  glut. 
Statistics  showed,  oilmen  said  hopefully,  that  the  average 
motorist  burns  up  as  much  gas  in  a  month  when  on  vacation  as 
in  all  the  rest  of  the  year  combined.  But  when  the  glui  persisted 
through  the  summer,  it  appeared  that  a  cold  winter  was  the 
only  hope.  Standard  of  New  Jersey  President  Monroe  J.  Rath- 
bone  was  confident:  "We  see  no  saturation  point  in  the  de- 
mand for  oil." 

Iran's  Premier  Mohammed  Mossadegh,  who  had  national- 
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ed  its  oil  industry,  was  deposed  and  Shah  Mohammed  Riza 
ihlevi  returned  from  exile  and  signed  with  eight  international 
[impanies  to  reopen  the  vast  Iranian  fields.  Politically,  that 
is  good  news:  Iran  was  back  in  the  Western  camp.  Economi- 
lly,  however,  it  was  disturbing;  who  would  buy  the  Iranian 
I?  Hopes  were  expressed  that  the  growing  Asian  market 
ight  absorb  it. 

With  U.S.  fields  producing  nearly  half  the  world's  oil,  the 
estion  was  why  U.S.  companies  bothered  with  foreign  pro- 
iction  at  all.  The  answer:  foreign  oil's  enormous  profitability, 
out  twice  that  of  U.S.  production.  The  drawback,  of  course, 
is  the  instability  of  some  Middle  East  countries.  Socony 
icuum  had  attempted  to  solve  this  problem  by  dividing  up 
oduction  among  Saudi  Arabia,  Kuwait,  Iraq  and  Iran,  thus 
•lying  them  off  against  each  other. 

\»  atural  gas  consumption  was  growing  even  faster  than 
\i  mi  consumption.  In  the  summer,  though,  the  Supreme 
^  Court  upheld  the  Federal  Power  Commission's  author- 
■  to  regulate  interstate  gas  prices  at  the  wellhead.  Phillips 
troleum  Chairman  Kenneth  Adams  said  the  decision  could 
id  to  "a  sweeping  extension  of  governmental  regulation  to  a 
lole  industry  not  heretofore  subject  to  regulation." 
Nearly  a  dozen  sizable  U.S.  companies  manufactured  televi- 
n  sets — altogether  more  than  200,000  a  week.  About  32 
llion  were  in  use  in  the  U.S. 

Hollywood  movie  production  was  less  than  300  films,  corn- 
red  with  378  in  1953.  The  legendary  giants  who  still  ran  the 
idios  were  terrified  of  TV:  Columbia  Pictures  even  sued  NBC 
:r  a  parody  of  Columbia's  Academy  Award-winning  movie 
fn  Here  To  Etemit)'. 

Television  was  already  showing  its  astonishing  marketing 
rential;  Fess  Parker's  portrayal  of  Davy  Crockett  on  Walt 
mey's  weekly  show  touched  off  $100  million  in  sales  of 
mskin  caps,  bathing  suits,  lunch  boxes  and  guitars,  as  well 
a  record  that  sold  4  million  copies. 

:orbes  Columnist  Lucien  Hooper  had  an  "idea"  concerning 
npanies  "which  may  benefit  because  the  public  has  more 
mre  time."  This  "leisure  time  field,"  he  said,  could  include 
vel,  hobbies,  athletic  equipment,  boats  "and  even  golf." 
rhere  were  plenty  of  sweeping  predictions  for  the  long  term. 
>.  Steel  Chairman  Ben  Fairless  said  the  country  was  on  the 
ge  "of  a  great  scientific  revolution."  Chemstrand  Corp.  Vice 
sident  Frank  J.  Soday  said  at  least  200  new  plants  would  be 
It  in  the  coming  decade  "to  manufacture  products  which  do 
:  even  exist  today." 

lut  which  products?  Union  Carbide  was  sinking  $31.5  mil- 
l  into  a  new  plant  to  make  titanium,  the  wonder  metal  first 
duced  commercially  by  Du  Pont  in  1948.  Lighter  than  steel, 
>nger  than  aluminum,  it  was  expected  to  develop  a  $5 
ion  to  $10  billion  market  when  some  nagging  production 
blems  were  overcome. 

Vork  was  under  way  on  a  $35  million,  2,000-mile  undersea 
le  linking  North  America  with  Great  Britain, 
'he  Monroe  Calculating  Machine  Co.  unveiled  a  new  ma- 
ne that  allowed  the  operator  not  only  to  multiply  but  also  to 

up  the  products  of  the  multiplication.  In  20  years,  said 
nroe's  young  president,  Fred  R.  Sullivan,  39,  the  calculator 
lid  be  as  accepted  as  the  typewriter.  Sullivan  was  also 
cing  into  electronics.  "We  feel  there  is  definitely  a  future  in 
:tronic  business  machines,"  he  said.  Sullivan  thus  demon- 
ted  the  perspicacity  that  was  to  lift  him  to  the  chairman- 
)  of  today's  highly  successful  conglomerate,  Walter  Kidde. 
iternational  Business  Machines'  Thomas  Watson  Jr.  an- 
nced  a  new  business  version,  the  "702,"  of  the  giant 
:tronic  brains  IBM  had  been  building  for  the  government, 
nputers  were  about  to  lift  a  vast  burden  of  paperwork  off 

backs  of  the  American  people,  but  few  realized  it.  You 
Id  have  bought  IBM's  entire  capitalization  that  year  for 
0  million.  Underwood  Corp.,  now  vanished,  was  regarded 
Wall  Street  as  a  possible  contender  with  IBM  as  the  office 
mine  supplier  of  the  future. 
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It  was  an  age  of  gadgets,  of  "new  ideas."  Some  would  be 
heard  from  again.  The  "Bambino,"  put  out  by  the  Ozalid  Co.  of 
Johnson  City,  N.Y.,  was  a  machine  slightly  larger  than  a 
typewriter  which  would  make  a  copy  of  anything  "written, 
typed,  printed  or  drawn."  Benjamin  Abrams,  president  of 
Emerson  Radio  &  Phonograph  Corp.,  showed  off  another  curi- 
osity— the  tiniest  radio  ever  commercially  built,  measuring 
3'/2  by  3  by  %  inches.  Even  smaller  ones  might  be  made, 
Abrams  said,  by  using  transistors. 

Conrad  Hilton  bought  the  Statler  Hotel  chain  for  $75  mil- 
lion. Floyd  Odium's  Atlas  Corp.  sold  its  control  of  New  York's 
Sherry-Netherland  Hotel  and  Wall  Street  started  wondering 
what  he  would  do  next.  By  the  summer  he  revealed  it:  He 
began  buying  up  claims  from  Charles  Steen  and  Vernon  Pick, 
two  of  the  uranium  prospectors  who  had  struck  it  rich  on  the 
desolate  Colorado  Plateau  in  Colorado  and  Utah.  "Atomic 
power  will  change  the  face  of  the  world,"  Odium  predicted. 
"Uranium  is  the  oil  of  tomorrow." 

It  was  a  reasonable  prediction  and  millions  agreed  with  it. 
Who  could  have  foreseen  that  an  antinuclear  movement  would 
develop  that  would  stall  this  great  technology? 

Certainly  the  speculating  public  did  not  foresee  it.  On  the 
Salt  Lake  City  over-the-counter  market,  a  wild  orgy  was  under 
way  in  the  penny  stocks  of  uranium  companies,  most  capital- 
ized at  less  than  $300,000  to  avoid  SEC  registration.  New 
issues  were  being  floated  on  the  average  of  once  a  day,  seven 
days  a  week.  Seven-million-share  days  were  common.  Salt 
Lake  had  seen  nothing  like  it  before.  Or  since. 

This  sort  of  thing,  as  the  summer  and  fall  wore  on  and  the 
market  bore  upward  toward  the  high  watermark  of  1929, 
inspired  deep  misgivings  among  traditional  students  of  the 
market,  to  whom  overheated  speculation  marked  either  the 
beginning  or  the  end  of  bull  markets.  By  the  end  of  the  year, 
with  the  Dow  near  400  and  the  yield  on  blue  chip  industrials 
pared  to  4.28%,  most  responsible  observers  were  counseling 
caution.  It  was  a  time  for  prudent  profit  taking. 

Of  course  they  were  wrong.  To  some  extent,  nearly 
everybody  was  wrong  in  1954.  The  wildest  optimist 
was  not  optimistic  enough.  The  pessimists  were  pessi- 
mistic about  the  wrong  things. 

The  voices  of  1954  were  a  chorus  of  contradictions,  and 
many  of  them  were  hardly  reassuring.  The  seeds  of  the  future 
were  there,  but  it  was  not  easy  to  pick  them  out: 

John  Foster  Dulles  said:  "Local  defense  must  be  reinforced 
by  the  further  deterrent  of  massive  retaliatory  power." 
Ho  Chi  Minh  said:  "This  ...  is  only  the  beginning." 
Commonweal  critic  Cecil  Hemley  said:  "The  prevailing 
mood  is  one  of  pessimism;  in  literary  and  intellectual  circles 
there  is  much  more  talk  of  decadence  than  of  renaissance." 

Jack  Kerouac  said:  "All  life  is  suffering  and  pain  .  .  .  the  cause 
is  desire.  The  world  is  all  illusion.  Nothin'  means  nothin'.  .  .  ." 

Sewell  Avery  said:  "From  the  looks  of  things  the  country  is 
in  a  distressful  situation." 

George  Meany  said:  "There  is  no  indication  that  the  rising 
tide  of  unemployment  will  be  reversed." 

Joseph  N.  Welch  said:  "Have  you  no  sense  of  decency,  sir,  at 
long  last?  Have  you  left  no  sense  of  decency?" 
B.C.  Forbes  said:  "Be  optimistic!" 

There  were  manifold  reasons  then  to  disregard  B.C.'s  advice 
and  remain  pessimistic  about  the  future  of  America  and  the 
world.  There  always  are.  As  everyone's  bogeyman  now  is 
inflation,  then  it  was  deflation — the  Great  Depression  was 
more  than  a  nostalgic  memory.  But  then,  as  now,  stocks  were 
severely  undervalued  in  all  the  chief  measures:  in  relation  to 
dividends,  earnings  and  assets. 

Next  month  we  will  mark  the  50th  anniversary  of  the  great 
stock  market  crash  of  1929.  You'll  be  reading  a  lot  about  it,  but 
keep  this  in  mind:  In  1929,  unlike  in  1979,  stocks  were  grossly 
overvalued.  So  if  you're  looking  for  historical  parallels  in  the 
stock  market,  1954  might  be  a  better  one  than  1929.  R 
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Xerox  offers  a  rare  blend 
of  fine  information  services. 

Sophisticated, 
yet  surprisingly  affordable? 

John  McClelland, 
President,  Almaden  Vineyards 

For  Almaden  Vineyards,  1973  was  a  very  good  year. 
For  wine. 

But  not  for  paperwork. 

Success  meant  more  profits.  But  it  also  meant  more 
inventory  to  keep  track  of,  more  bills  to  prepare,  more 
information  to  manage. 

Where  does  a  wine  expert  go  when  he  wants  help 
managing  information? 

To  an  information  expert:  Xerox. 

With  the  help  of  Xerox  Computer  Services,  Almaden 
was  able  to  manage  information  with  the  speed  and 
efficiency  of  a  computer.  But  without  the  expense  of 
owning  one. 

We  help  them  manage  their  payrolls  and  keep  track 
of  their  inventories. 

We  provide  monthly  analyses  of  sales.  And  even  helped 
them  cut  their  billing  time  from  ten  days  to  two. 

All  of  which  helps  Almaden  spend  less  time  managing 
information.  And  more  time  managing  wine. 

Which,  as  we  see  it,  is  the  whole  idea  behind  information 
management. 

Not  just  to  help  keep  your  paperwork  in  proper  order. 

But  to  help  keep  your  priorities  in  proper  order. 


XEROX 


XEROX®  is  i  trademark  of  XEROX  CORPORATION. 


What  shall  it  profit  a  man  if  he 
shall  gain  his  tax  deduction  and 
forfeit  his  principal? 

What  to 
look  for  in  a 
tax  shelter 

By  Jean  A.  Briggs 

The  best  vdvice  anyone  can  possibly  give  you  about  tax 
shelters  is  this:  There's  no  such  thing  as  a  tax  shelter. 
There  are  only  good  and  bad  investments.  A  good  invest- 
ment can  be  enhanced  if  it  carries  tax-reduction  or  tax-post- 
ponement features.  A  bad  investment,  with  or  without  tax 
features,  is  just  that:  a  bad  investment. 

Listen  to  Peter  L.  Faber,  a  partner  in  a  Rochester,  N.Y.  law 
firm  who  has  been  chairman  of  the  New  York  State  Bar 
Association  tax  section:  "People  tend  to  think  that  they  can 

somehow  push  a  button  and  without  risk-   

ing  anything  of  real  value  create  tax  deduc-  SPECIAL  REPORT 
tions."  He  shakes  his  head  at  the  thought  of 


the  millions  of  dollars  lost  by  people  who  had  the  delusion  that 
all  tax  shelters  are  created  equal. 

The  important  thing  to  remember  is  this:  Congress  did  not 
create  tax  shelters  for  the  purpose  of  enabling  affluent  people  to 
pay  lower  taxes.  It  created  them  to  encourage  people  to  take 
risks  they  might  not  otherwise  take.  The  key 
word  is  risk.  Faber  tells  the  tale  of  two  well-off 
restaurant  owners  who  were  indignant  and  bewil- 
dered when,  after  losing  every  penny  they  had 
invested  in  cattle,  they  learned  they  had  to  pay  a 
tax  on  money  they  had  borrowed.  "Tax  shelter 
investing,"  says  Faber,  "is  very  dangerous." 

It  is  the  intention  of  Congress  in  permitting  tax  ^ 
shelters  to  help  swing  the  balance  of  the 
risk/reward  ratio  toward  certain  kinds  of  invest- 
ments that  the  Congress  considers  socially  bene- 
ficial. This  is  done  in  one  of  two  ways:  Taxes  due  can  be 
postponed  or  income  taxable  at  full  rates  can  be  converted  into 
capital  gains  taxable  at  a  maximum  rate  of  28%. 

With  tax  postponement  the  investor  has  use  of  the  money 
for  a  number  of  years.  With  tax  conversion  a  top-bracket 
investor  can  reduce  the  tax  due  on  $100,000  of  unearned 
income  from  $70,000  to  $28,000 — thus  more  than  doubling  his 
eventual  aftertax  take. 

There  is,  of  course,  a  third  way  to  get  tax  advantages:  by 
buying  bonds  whose  income  is  tax  free.  But  here,  too,  there  is  a 
price:  The  investor  must  accept  a  yield  so  low  that  he  is,  in 
effect,  getting  a  negative  return  on  his  money  when  inflation  is 
factored  in. 

In  tax  shelters,  as  in  everything  else,  there  is  no  such  thing  as 
a  free  lunch. 

The  three  principal  areas  for  tax  shelters  are  real  estate,  oil 
drilling  and  equipment  leasing.  Those  are  the  big  ones.  Then 
there  is  farming,  including  cattle  feeding  and  horse  breeding, 
and  a  host  of  others,  such  as  book  or  art  publishing,  that  seek 
to  take  advantage  of  the  investment  tax  credit.  More  recently 


there  have  been  deals  involving  cable  TV,  racquetball  couJ 
gold  and  silver  mines  and  even  a  salmon  hatchery.  Each  haal 
own  quirks  but  they  all  require  scrutiny,  so  get  out  y\ 
calculator  and  have  your  telephone  handy  to  do  some  chejl 
ing.  Above  all,  be  skeptical. 

"I've  seen  people  invest  $50,000  or  $100,000  in  a  tax  she 
with  hardly  any  investigation  at  all,"  says  tax  attorney  Fall 
"The  very  same  person,  if  you  asked  him  to  invest  $10,00(1 
the  corner  grocery,  would  go  down  there  and  count  every 
of  peas  on  the  shelf.  He  ought  to  approach  a  tax  shelter  in 
same  way." 

Robert  A.  Stanger,  a  hardheaded  New  [ersey-based  con^ 
tant  and  publisher  of  a  newsletter  on  tax  shelters,  says  hi 
constantly  surprised  by  the  careless  way  otherwise  tough  bu 
nessmen  leap  into  tax  shelters.  "You  wouldn't  believe,' 
says,  "the  telephone  calls  I  get  in  mid-December  from  v 
rich  people,  panicky,  who  want  me  to  get  them  a  tax  sheh 
any  tax  shelter,  but  quick.  You  wouldn't  believe,  either,  soi 
of  the  dumb  deals  these  businessmen  get  themselves  into." 

Okay.  You  are  aware  of  the  risks.  How  do  you  know  a  go 
piece  of  shelter  merchandise  from  a  shoddy  piece? 

The  first  rule  is  to  get  a  fix  on  your  own  financial  situatil 
How  much  do  you  make?  What  kinds  of  investments  do  V 
already  have?  Let's  assume  you're  married  and  making 
tween  $60,000  and  $70,000,  or  single  making  about  $45,0) 
That  means  you're  in  a  high  enough  bracket  to  consider  wj 
Uncle  Sam  has  to  offer.  But  Stanley  H.  Pantowich,  a  partnen 
the  tax  department  of  Arthur  Young  &  Co.'s  New  York  off 
warns:  "Even  if  you're  in  the  50%  tax  bracket,  a  tax-favoj 
investment  may  not  be  right  for  you.  It  depends  on  how  lc| 
you've  been  there,  how  likely  you  are  to  stay,  how  much  i 
worth  you've  built  up."  The  SEC  requires  broker  dealers  to 
sure  you  meet  suitability  requirements  1 
fore  they  sell  you  a  deal.  That  is  usuai 
interpreted  to  mean  that  you  are  bq 
wealthy  and  wise.  Merrill  Lynch  requires  a  person  to  have 
income  of  at  least  $100,000  and  $175,000  in  liquid  assets  o^ 
the  cost  of  the  equipment  for  equipment-leasing  deals.  A 
Peter  Faber  speaks  approvingly  of  a  client  who  had  $5  milli 
worth  of  stocks  and  bonds  and  an  income  of  $100,000  wj 
decided  to  risk  $50,000  in  a  particular  oil  de 
"Even  so,"  says  Faber,  "he  flew  out  to  take  a  lo| 
at  the  company  and  its  operations." 

Next  question:  How  important  is  liquidity 
you?  If  you  go  into  a  tax-sheltered  investment  yl 
may  have  to  tie  up  your  money  for  ten  yeai 
That's  why  these  deals  are  not  necessarily  bene 
cial  to  high-salaried  people  who  do  not  have  mu 
capital.  What  happens  if  they  lose  their  job? 
they  need  money  to  buy  a  house?  To  educate  th 
kids?  To  meet  a  medical  emergency?  For  the  mo 
part,  tax-sheltered  money  is  illiquid  money. 
There  are  tax  shelters  and  there  are  tax  shelters. 
Bob  Stanger,  whose  mind  considers  every  angle  as  he  pu| 
cigars  or  sips  Diet  Pepsi,  says:  "You  should  consider  wheth 
you'd  be  buying  an  asset,  a  piece  of  property  or  a  rail  car,  t 
example,  or  just  an  expense."  He  mentions  a  recent  deal 
saw  where  the  investors  were  putting  up  research  and  devela 
ment  money  for  a  company,  as  a  deal  that  provided  an  expen 
but  not  assets. 

He  also  says  you  should  consider  whether  or  not  the  dd 
might  properly  be  called  a  venture  capital  deal.  Is  it  a  brai 
new  business?  Then  why  aren't  the  traditional  sources 
venture  capital  putting  up  the  money?  What  sort  of  rem 
would  they  want  if  they  did?  If  it  works  out,  would  you  get 
much  as  they  would  demand? 

Let's  say  you're  looking  at  a  real  estate  deal.  Michael 
lones,  who  constructs  tax  shelters  for  the  well-heeled  in  Gree 
wich,  Conn.,  doesn't  like  real  estate.  "It's  too  dependent 
luck,"  he  says.  "Will  the  city  grow  in  the  right  direction 
won't  it?  You  have  no  control  over  that.  I've  come  across  oni 
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Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  case  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stock 
purchase  agreements  for  close 
corporations. 

In  a  condse, 
readable  style,  the  author 
of  these  well-known  and 
widely  used  books  offers 
significant  up-to-date 
information  on  helping 
yourself  or  your  dients 
build  a  healthy  and  stable 
business  future. 

If  you  are  involved  in  or 
are  advising  a  member  of  a 
close  corporation,  business 
or  professional  partnership, 
(whether  or  not  yet  formed) 
these  books  can  help  you 
significantly  improve  the 
chances  for  success. 

Stock-Purchase  Agreements  and 
the  Gose  Corporation 

•  The  Need  for  Careful  Planning 

•  Stod<  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  Valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 
The  Close  Corporation 

□  Business- Partnership 
Purchase  Agreements 

□  Professional-Partnership 
Purchase  Plan 


Name  - 


Address . 
City  


State. 


-Zip- 


- 1 
i 

Irwin  Smiley,  C.L.U.,  General  Agent  ■ 
Smiley-Worth  Associates,  Inc.  ■ 

National  Life  Insurance  Company 
380  Lexington  Avenue 
New  Yotk,  New  York  1 00 1  7  jj 


Business-Partnership  Purchase 
Agreements 

•  The  Business  Partnership  Defined 

•  The  Plans:  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

fir  Tax  Considerations,  Good 
Will,  Funding  Insurance 

•  Spedmen  Agreements 

Professional-Partnership 
Purchase  Plans 

•  The  Nature  of  a  Professional 
Partnership 
•  The  Various  Purchase  Plans:  Pros 
and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with  your  business 
card  attached. 


The  quality  of  Life. 


National  Life 


of  Vermont 


National  Life  Insurance  Company    Home  Office:  Montpelier.  Vermont  05602 
LIFE  INSURANCE  BUSINESS  INSURANCE.  DISABILITY  INSURANCE.  PENSION  AND  PROFIT-SHARING  PLANS. 
THROUGH  OUR  AFFILIATE.  EQUITY  SERVICES.  INC.  -  MUTUAL  FUNDS.  VARIABLE  ANNUITIES. 


one  project  that  I  liked  well  enough  to 
put  a  client  in.  In  that  case  I  knew  the 
de  veloper,  knew  the  project.  It  could  not 
have  been  rebuilt  for  one-quarter  the 
amount  we  paid  for  it  when  we  got  it." 

Stanger  does  like  real  estate — "you're 
buying  an  asset" — but  only  if  the  proper- 
ty is  good  and  the  price  is  right.  Tall 
orders. 

Unfortunately,  he  says,  he  sees  too 
many  deals  like  this  one:  The  promoter 
had  purchased  the  property  for  $6 
million  and  was  selling  it 
the  next  day  to  shelter 
seekers  for  $9.5  million. 
Much  of  the  selling  price, 
$2.8  million  to  be  precise, 
was  disguised  as  fees. 
"The  investor  got  lots  of 
writeoffs,  but  should  the  IRS  agent  come 
around,"  says  Stanger,  "the  investor 
would  be  in  deep  trouble."  If  what  you're 
looking  at  resembles  this,  he  says,  pass  it 
up.  The  promoter  is  getting  the  break, 
not  you. 

The  big  question  in  any  real  estate  deal 
is  price.  Is  the  property  properly  priced? 
Stanger  explains  that  investors  now  ac- 
cept lower  yields  on  real  estate  than  they 
did  in  the  early  Seventies.  "The  market 
used  to  demand  a  10%  yield,  now  it 
demands  8%.  An  apartment  project  that 
had  an  aftertax  cash  flow  of  $80,000  was 
worth  $800,000.  Now  the  same  project 
with  the  same  cash  flow  can  be  sold  to 
yield  8%— that  is,  for  $1  million. 

"The  seller  probably  put  up  $200,000 
in  cash  and  borrowed  $600,000.  Let's  say 
he  still  owes  the  $600,000.  If  he  sells  the 
property  for  $1  million  and  pays  off  the 
debt,  he  has  $400,000  in  cash.  His 
$200,000  investment  doubled." 

Will  the  new  investor  do  as  well? 
"That  depends  on  whether  investors  in 
the  future  will  be  willing  to  accept  still 
lower  yields,"  Stanger  says.  "If  five  years 
from  now  we  have  a  raging  bull  market 
in  stocks,  and  real  estate  isn't  so  attrac- 
tive relative  to  other  investments,  they'll 
demand  a  10%  return  and  the  property 
will  decline  in  value  (unless  the  cash  flow 
goes  up).  It  will  be  worth  just  $800,000.  If 
today's  investor  bought  it  for  $1  million, 
putting  up  $250,000  and  borrowing 
$750,000,  and  sold  it  five  years  from  now 
for  $800,000,  he'd  pay  the  debt  and  have 
$50,000  left  over.  That's  only  20%  of  the 
money  he  put  in.  So  if  leverage  works  the 
other  way  because  people  demand  higher 
yields,  you  can  take  a  woeful  beating." 

What  Stanger  is  saying  is  simple  com- 
mon sense,  but  common  sense  that  most 
tax-shelter  seekers  tend  to  ignore:  Many 
real  estate  "shelters"  are  really  only  a 
speculation  on  continued  inflation  in  real 
estate  values.  Such  an  investment  may 
work  out — -but  know  it  for  what  it  is. 
Stanger  advises  that  you  learn  what  the 
price  per  square  foot  of  the  property  you 
are  considering  is  and  how  that  relates  to 
the  market. 


"These  are  things  an  individual  can 
check  fairly  easily,"  he  says.  "If  it's  a 
public  deal  with  a  lot  of  properties  it  is 
hard  to  check,  but  if  it  is  a  private  place- 
ment where  there  is  one  specific  proper- 
ty, you  can  figure  out  how  much  you  are 
paying  per  square  foot.  There  are  lots  of 
people  you  can  call  to  find  out  whether 
those  nurribers  are  reasonable.  If  the 
building  is  in  Emerald  City  you  can  call 
the  First  National  Bank  of  Emerald  City 
and  ask  for  the  construction  loan  depart- 
ment. They'll  tell  you  within  a  gnat's 
eyelash  how  much  stuff  costs  to  build  in 
Emerald  City  and  won't  charge  you  ei- 
ther. You  can  call  one  of  the  leading  real 
estate  appraisal  firms  or  any  savings  and 
loan.  Maybe  someone  there  will  talk  to 
you  and  maybe  they  won't,  but  they 
probably  will.  Just  dial  them. 

"If  you  are  paying  the  syndicator 
$28,000  per  unit  and  it  costs  only 
$22,000  to  build,  then  maybe  you  better 
not  buy  that  one.  The  apparently  de- 
fenseless individual  can  check  out  how 
what  he  is  buying  stacks  up  relative  to 
the  market.  A  lot  of  people  don't  care  to 
take  the  time  or  feel  they'll  never  know 
anyway  whether  what  they  are  buying  is 
correctly  priced  or  not,  so  their  first  line 
of  defense  is  to  send  a  memo  to  their 
accountants  to  see  if  the  tax  losses  will 
hold  up." 

Real  estate  is  expensive  and  risky  but, 
says  Arthur  Young's  Pantowich,  who  has 
been  interested  in  taxes  since  he  was  in 
high  school,  it  does  have  the  juiciest  tax 
benefits.  That's  because  you  can  still 
write  off  from  ordinary  income  money 
you've  borrowed  that  you're  not  really  at 
risk  for.  This  not  only  gives  bigger  write- 
offs than  other  tax-favored  investments 
but  in  some  cases  also  reduces  the  down- 
side risk.  Even  if  the  property  goes  bad,  if 
you've  been  able  to  hold  onto  it  for  a 
number  of  years,  you  may  do  all  right. 

Here's  why:  In  the  early 
years  of  your  investment 
your  tax  savings  are  sub- 
stantial. Quite  often  they 
exceed  your  cash  outlay. 
In  a  sense,  then,  they  are 
actually  financing  your  investment. 

So  far  so  good,  but  suppose  the  proper- 
ty goes  bad  and  you  let  it  go  back  to  the 
lender.  Internal  Revenue  Service  consid- 
ers that  you  have  sold  the  property  back 
to  the  lender  for  the  outstanding  mort- 
gage debt.  Part  of  the  gain  resulting  from 
this  so-called  sale  may  be  taxed  at  the 
high  ordinary  income  rate,  if  you  have 
taken  accelerated  depreciation  deduc- 
tions. But  some  of  it  can  be  taxed  at  the 
lower  capital  gains  rate.  You  could  come 
out  ahead  in  the  end,  but  probably  not 
much  for  all  that  sweat. 

So,  if  you  think  real  estate  is  heading 
for  a  bust  you  may  be  more  interested  in 
oil  and  gas.  One  of  the  first  things  to 
notice  about  a  petroleum  deal  is  whether 
or  not  the  people  putting  it  together,  the 


oil  types,  have  been  in  business  torn 
before.  If  not,  it  is,  of  course,  a  ven 
capital  deal.  Oil  and  gas  is  risky  enc 
with  an  experienced  company.  No  i 
to  compound  the  risk  by  helping 
comers  get  started. 

Another  point  to  note:  The  econo 
of  oil  and  gas  have  changed  dramatic 
in  the  past  few  years.  It's  still  risky 
the  higher  prices  have  made  it  poss 
to  get  a  decent  return.  Before  197* 
rarely  was.  The  proposed  windfall  pre 
tax,  of  course,  could  alter  the  new  si 
tion  somewhat. 

What  to  look  for  in  a  petroleum  d> 
Most  important,  according  to  most 
advisers,  is  the  track  record  of  the  c 
pany  involved.  How  long  has  it  beel 
business?  How  successful  has  it  be 
Odds  of  geological — if  not  econom; 
success  are  calculable  in  oil  and  gas  dq 
explains  one  adviser.  If  the  projec' 
exploratory  drilling,  chances  of  strill 
are  in  the  15%  to  11 
range.  That  means  ths 
you  are  involved 
enough  projects  you  I 
hit  15%  to  18%  of 
time.  In  developm 
drilling  the  odds  are  more  favorable.  Y 
oil  company  should  succeed  in  bring 
in  the  stuff  70%  of  the  time.  Many  [ 
grams  now  are  so-called  "balanced"  a\ 
combining  development  and  explorat) 
drilling. 

If  you  get  involved  in  oil  and  gas  dflj 
you  should  do  it  in  a  well-thought- 
manner.  Get  involved  in  enough  proje 
to  spread  your  risk — or  commit  to  p 
ting  money  in  year  after  year.  Be  warl 
private  placements,  it's  an  area  wr| 
unscrupulous  promoters  still  lurk.  Eve 
the  people  you're  dealing  with  are 
unscrupulous,  they  may  not  raise  enoi 
money  to  drill  enough  wells  to  sprt 
your  risk. 

Some  tax  advisers  tell  clients  to  si 
away  from  petroleum-deal  managemi 
companies  like  Omni  Exploration 
ENI  Cos.  They  sell  diversification 
take  an  extra  cut  on  top  of  the  oil  cc 
pany's  cut.  "It's  an  expensive  way  to  d 
for  oil  and  gas,"  says  Stanger.  Best  of 
he  says,  is  to  be  involved  directly  with 
oil  company — Hilliard  Oil  &.  G 
McCormick  Oil  &  Gas,  Apache  Corp 
and  to  be  a  continuous  investor. 

With  oil  deals  you  get  to  deduct  int 
gible  drilling  costs — wages,  drilling,  s 
plies,  transporting  equipment — actus 
spent  in  the  taxable  year.  But  those 
ductions  are  considered  "preferei 
items."  That  means  they  possibly  o 
turn  earned  income  taxable  at  a  ms 
mum  rate  of  50%  into  unearned  inco 
which  has  a  maximum  rate  of  7C 
Overlook  this  complication  and  you  ni 
have  a  pain  in  your  head  and  a  void) 
your  bank  account  come  tax  time, 
always  project  possible  future  bene! 
against  the  possible  tax  consequenc 
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In't  forget — even  if  things  do  work  out, 
|it  is,  you  find  enough  oil  to  more  than 
y  back  your  costs,  the  depletion 
□wance  on  your  find  is  gradually  being 
[uced  and  you  could  be  subject  to  a 
ndfall  profits  tax. 

Dkay,  you  haven't  found  a  reasonably 
ced  real  estate  deal  and  you  think  oil 
d  gas  is  too  risky  but  your  broker  has 
led  you  about  buying  a  railroad  car. 
u  have  heard  there's  a  shortage  of  roll- 
5  stock.  And  if  coal  really  booms.  .  .  . 
u've  probably  heard  that  pitch. 
The  idea  is  to  buy  the  car  and  then 
ise  it  to  the  railroad;  per  diem  rates  are 
diest,  but  alternatively  you  can  make  a 
lg-term  deal.  You  get  the  investment 
credit — 10%  of  the  purchase  price, 
lat's  not  a  deduction  but  a  direct  reduc- 
n  of  your  tax  bill.  In  addition,  you  can 
preciate  the  total  of  the  car's  cost  over 
useful  life. 
It's  a  sure  shot,  says  your  broker,  be- 
use  those  cars  don't  lose  their  value, 
le  built  ten  years  ago  is  worth  the 
me  as  one  built  today.  That  means  you 
iould  be  able  to  sell  one  you  buy  today 
at  least  what  you  paid  for  it. 
One  attraction  of  this  kind  of  deal  is 
at  you  don't  need  to  put  up  the  entire 
rchase  price;  you  can  borrow  a  good 
unk,  using  the  equipment  for  collater- 
Of  course  you  are  obligated  to  service 
e  loan  even  if  your  car  is  sitting  idle  on 
me  siding.  That  isn't  much  of  a  risk 
day  with  rail  equipment  in  short  sup- 
ply. But  that's  no  guaran- 
tee there  won't  be  a  glut  of 
freight  cars  sometime  in 
the  next  seven  years. 

"The    problem,"  says 
Stanger,  "is  that  you  don't 
iow  what  the  market  will  be  like 
if/e  years  from  now.  You  must  own  the 
'[uipment  for  seven  years  to  get  the 
i  vestment  tax  credit.  If  along  the  way 
le  market  becomes  oversupplied  you 
ay  not  get  a  high  enough  income  to 
lake  the  payments  on  the  equipment, 
len  you  have  to  decide  whether  to  keep 
;eding  money  in  or  to  let  the  property 
!).  If  you  let  it  go,  the  investment  tax 
edits  you've  taken  will  be  recaptured  as 
dinary  income." 

Stanger  says  he  wouldn't  touch  such  a 
hal.  Too  many  people  have  rushed  to 
Uy  rail  cars.  Also,  he  says,  the  econom- 
fs  of  the  deal  just  don't  make  sense. 
The  gross  lease  rate,  the  income  you  get 
1  the  top  line,  less  expenses,  doesn't 
ave  you  with  enough  money  to  pay 
;bt  service.  You  have  what's  called  a 
;gative  carrying  cost.  People  feed  the 
ictra  money  in,"  he  says,  "because  they 
ave  their  eye  on  the  investment  tax 
edit  and  they  expect  that  over  time  the 
lr  will  go  up  in  value."  That's  not  a  tax 
lelter.  It's  a  bet  that  inflation  will  con- 
nue  or  that  supply  remain  limited.  Not 
le  same  thing. 

Rail  cars  do  have  one  advantage  over 


Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminent 
districts,  Grande  Cham- 
and  Petite  Champagne.  Truly, 
odd's  most  civilized  spirit. 
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HENNESSY  COGNAC.  80  PROOF.  IMPORTED  BY  SCHIEFFELIN  &  CO  ,  N  Y 


$875,000  Edition 


The  subscription  to  Harry  Jackson's 
new  work  "Marshal  II"  was  opened 
on  February  7th,  1979  and  sold 
out  on  February  22nd,  1979 
The  edition  comprised 
100  patinaed  and 
50  painted  bronzes. 


For  information  on  the  availability, 
authentication  or  registration  ot 
other  Jackson  sculpture, 
please  call,  toll-free,  800-443-4905, 
or  write  to: 


I6V«"fc.xl9"/.x7'/*V 


WYOMING  FOUNDRY  STUDIOS,  INC. 

RO.  Box  283,  Dept.  139,  Cody,  Wyoming  82414.  

Exclusive  International  Representatives  for  Harry  Jackson 
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1UTHERN  RAILWAY  CARRIES  THIS  MUCI 


uess  how  far  a  truck 
uld  carry  it.' 

ley  Crane,  President,  Southern  Railway  System, 
lgton,  D.C.  20013 

he  railroad  is  the  most  efficient  gser  of  fuel 
transportation  industry.  Bar  none, 
id  the  Southern  Railway  is  one  of  the 
efficient  railroads  in  the  country, 
jr  instance,  on  the  Southern,  this 
b.  load  of  lumber  can  travel  174  miles 
3  gallon  of  fuel.  How  far  could  a  truck 
t  on  the  same  amount  of  fuel?  Well, 
ilroad  is  four  times  more  efficient 
rucks,  60  times  more  efficient  than 
s,  and  even  more  efficient  than 
s.  So  it's  easy  to  see  that  trucks 
:arry  freight  anywhere  near  as  far 
froads  can  per  gallon  of  fuel, 
'hat  does  this  mean  for  the  future? 
t  means  that  trucks  will  be  used 
nd  less  for  long  hauls, 
lore  and  more  products  will  ride  on 
>uthern,  and  trucks  will  be  used  for 
>ution  at  the  other  end  of  the  line, 
ise,  in  the  coming  years,  only  the 
id  will  have  the  energy-efficiency  for 
auls. 

s  have  the  energy  for  the  long  haul. 


JMBER 174  MILES  ON  A  GALLON  OF  FUEL. 


arges  which  are  being  similarly  syndi- 
ited.  "Two  guys  in  a  welding  shop  on 
le  banks  of  the  Ohio,"  says  Stanger, 
:an  turn  out  a  barge." 
A  better  bet  might  be  an  airplane, 
rhcre  aren't  a  lot  of  brand-new  syndica- 
irs  in  the  business  and  you  can  lease  it 
r  the  long  term,  not  on  a  per  diem 
isis."  Stanger  has  his  caveats,  however, 
rhe  transportation  equipment-leasing 
isiness  is  a  long-term  business  and  al- 
ays  has  been.  That  means  the  lease  rates 
e  keyed  to  money  rates  and  that  puts  a 
ceiling  on  the  return." 

After  the  1976  Tax  Re- 
form Act,  a  new  wave 
swept  the  tax  shelter  busi- 
ness, a  wave  of  deals  pur- 
irting  to  provide  an  investment  tax  cred- 
They're  still  popular  but  they've  been 
ned  down  by  the  1978  Revenue  Act. 
Investment  tax  credit  deals  have  in- 
uded  books,  artworks,  recordings.  The 
ndicator  acquires  such  a  property,  then 
lis  limited  partnership  interests  to  in- 
:stors.  If  the  property  has  a  seven-year 
e  and  if  the  investor  has  paid  a  fair 
arket  price,  he  can  deduct  his  share  of 
e  investment  tax  credit  from  his  tax 
11.  He  can  also  depreciate  the  property, 
eluding  any  loans  he  has  taken  to  buy 
e  property. 

The  main  problem  again  is  price.  The 
gher  it  is,  the  more  the  investor  can 
duct  from  ordinary  income,  but  the 
ore  likely  he  is  to  be  challenged  by  the 
S  and  the  less  likely  he  is  to  make 
oney  out  of  the  deal. 
There  are  instances,  however,  when 
ch  a  deal  may  be  worthwhile.  If  you're 
the  70%  bracket  and  thus  playing 
ith  30-cent  dollars  and  if  the  price  isn't 
ally  inflated  and  if  the  property  is  good, 
u  may  get  a  return.  That  list  of  "ifs" 
Lght  to  give  pause  to  anyone  who  isn't  a 
rewd  judge  of  recordings,  books  or 
tworks. 

A  trouble  with  tax  deals  is  that  there  is 
;trong  irrational  element  at  work  here, 
ople  are  paranoid  about  taxes.  In  their 
orts  to  reduce  their  tax  bills  they  will 
irrational  things  and  take  unreason- 
le  chances.  They  are  so  horse-crazy 
at  they  don't  bother  to  look  at  the 
nature's  teeth.  They  will  accept  lower 
:urns  and  higher  risks  than  they  would 
iinarily  take  just  for  the  sheer  exultant 
r  of  putting  one  over  on  the  tax  collec- 
: — or  thinking  they  have. 
One  man's  low  return  is  another  man's 
eap  money.  "I've  had  a  couple  of  guys 
11  me  in  the  last  few  months  wanting 
know  what  kind  of  return  an  investor 
a  limited-partner  tax  deal  would  ac- 
pt  over  the  life  of  a  transaction  in  order 
part  with  his  money,"  says  Stanger. 
'hese  are  corporate  finance  typtr-  They 
mt  to  know  if  the  cost  of  this  capital  is 
eaper  than  other  capital." 
rhe  question  for  the  investor,  of 
urse,  comes  down  to  this:  Am  I  really 


getting  a  good  return? 

The  best  tax-favored  investments  are 
those  that  directly  relate  to  what  you  do 
and  know  about  and  are  interested  in. 
Michael  Jones  gives  an  example  of  a 
small  businessman  who  needs  a  comput- 
er. "I  might  suggest  he  buy  one,  then 
lease  it  to  another  company  in  the  same 
situation.  The  other  company  does  the 
same.  Each  gets  the  use  of  a  computer 
plus  some  tax  advantages.  If  both  busi- 
nessmen are  sufficiently  at  risk,  the  IRS 
will  go  along." 

Farming  might  be  considered  in  the 
same  way.  If  you  really  want  to  go  into 
farming  or  horse  breeding,  fine.  You'll 
get  some  tax  benefits.  But  you  do  have  to 
run  these  ventures  as  businesses  and  you 
do  have  to  show  a  profit  every  now  and 
then — two  out  of  five  years  for  most 
kinds  of  farming;  two  out  of  seven  for 
horse  breeding.  There  are  tricks  here,  of 
course.  One  horse  breeder  can  sell  a 
horse  to  a  fellow  breeder  at  an  inflated 
price  to  show  a  profit  and  then  buy  a 
different  horse  from  the  same  fellow 
breeder,  also  at  an  inflated  price.  Thus 
each  of  them  can  show  a  small  profit  for 
the  year,  pay  a  tiny  tax  on  it  and  go  back 
for  the  next  few  years  to  having  Uncle 
Sam  subsidize  his  hobby.  But  watch  out 
with  such  tricks  if  the  tax  collector 
comes  to  call. 

The  chances  that  he  will  come  to  call 
are  increasing  all  the  time. 

Commissioner  Jerome  Kurtz  has  reas- 
signed agents  who  had  been  conducting 
corporate  audits  to  the  task  of  auditing 
limited  partnerships.  "In  the  future,  25% 
of  all  returns  with  large  partnership 
losses  will  be  audited,"  says  an  IRS 
spokesman.  "That's  a  significant  in- 
crease; until  now  such  re- 
turns have  had  the  same 
chance  of  an  audit  as  any 
other,  namely  2%."  The 
service  has  also  decided  to 
include  on  all  partnership 
returns  a  question  designed  to  help  iden- 
tify high-risk  tax  shelters. 

Time  was  when  buying  a  home  was  an 
ideal  tax  shelter.  You  got  to  deduct  from 
your  taxable  income  the  interest  on  the 
mortgage  and  all  real  estate  taxes.  The 
deductions  are  still  there,  but  residential 
real  estate  is  so  expensive  today  in  most 
places  that  whatever  you  save  in  taxes 
goes  toward  servicing  an  inflated  mort- 
gage. For  the  ordinary  American  in  1979, 
residential  real  estate  is  a  dubious  tax 
shelter. 

So  we  end  on  the  same  note  with 
which  we  began:  There  is  no  such  thing 
as  a  tax  shelter,  only  good  and  bad  invest- 
ments. The  most  that  tax  shelters  can  do 
for  you  is  to  make  a  good  investment 
better.  It  cannot  make  a  bad  investment 
into  a  good  one.  Investors  who  have  ig- 
nored this  homily  have  probably  lost 
more  money  in  so-called  tax  shelters 
than  they  have  ever  saved.  ■ 
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If  s  a  cap  of  a  different  stripe!  Lucky  Stripes*,  the 
exciting  new  cap  from  AJD.  AvoSable  ot  sporting 
goods  stores  everywhere  or 

Please  send  me  „  c^pfs)  of  $8.50  (postage 

paid)  for  (school) 

Sizes:  □  Men's  □  Women's  □  Children's 

Enclosed  is  a  check  or  money  ordsr  'or  

I  wish  to  use  my  □  vT$a/8ar<k.As  nerfca/d 
□  Master  Charge 


•Number  

Signature  


AJD  Cap  Company 

3301  Casllewood  Road,  Richmond,  Virginia  23234 

Name  

Address  
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A  top  international  bank 
must  offer  an  extensive 
global  network  for 
truly  comprehensive 


service. 
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100  offices  in  31  countries, 
ncluding  all  major  money 
narkets  in  the  world. 

)ur  worldwide  network  serves  as  an  essential  tool  to  the  Continental  banker,  providing  the  capacity 
or  timely  response  and  comprehensive  follow-thrdugh.  It's  what  you  expect  from  a  top  international 
)ank.  At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

^^^2^  Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago 


/gentina  •  Australia  •  Austria  •  Bahamas  -  Bahrain  •  Belgium  •  Brazil  •  Canada  •  Colombia  •  France  ■  Greece  •  Hong  Kong  •  Indonesia  •  Itaty 
span  •  Kenya  ■  Korea  •  Lebanon  ■  Malaysia  •  Mexico  •  The  Netherlands  •  The  Philippines  ■  Singapore  •  Spain  •  Switzerland  •  Taiwan  •  Thailand 

United  kingdom  •  United  States  •  Venezuela  •  West  Germany 


Have  you  noticed  the  prolifera- 
tion of  discount  brokers?  The 
business  is  extremely  profitable — 
perhaps  too  profitable. 

Plain 
pipe-racks 

on  Wall  Street 

By  Richard  Phalon 

C an  it  last?  If  a  study  the  Securities  &  Exchange  Com- 
mission released  the  other  day  is  any  criterion,  the 
discount  brokers  are  in  Fat  City.  The  appeal  of  their 
plain  pipe-rack,  no-frills  commission  structure  enabled  ^pret- 
ty well  entrenched  discounters  to  chalk  up  last  year  an  average 
300%  gain  in  pretax  net  on  an  80%  gain  in  sales. 

Business  is  so  good,  according  to  the  SEC,  that  established 
discounters  are  earning  as  much  as  175%  on  equity.  Such  juicy 
rewards  are  a  tribute  to  low  overhead.  Since  the  discounters 
offer  no  research  services  to  


speak  of,  there  are  no  high- 
priced  securities  analysts  on 
the  payroll.  The  discounters 
are  low-cost  producers  and 
pass  some  of  the  savings  to 
their  customers. 

Discount  commissions 
range  from  10%  to  80%  be- 
low the  old  fixed  schedule 
that  prevailed  prior  to  May 
Day  1975.  Ironically,  dis- 
counters have  gotten  a  big 
sales  lift  from  the  competi- 
tion, full-line  brokerage 
houses.  Many  of  the  latter 
have  raised  rates  on  individ- 
ual transactions  over  the  last 
few  years,  partly  to  compen- 
sate for  the  deep  commission 
cuts  exacted  by  big  institu- 
tional investors. 

Surprisingly,  the  discount- 
ers' share  of  market  is  still 
quite  modest — about  4.2%  of 
the  retail  brokerage  market, 
according  to  the  SEC.  To 
some  extent,  the  discounters 
have  an  image  problem. 
Once-burned,  twice-shy  in- 
vestors tend  to  be  wary  of  anything  that  looks  as  though  it's 
being  done  with  mirrors.  "We've  got  a  real  education  job  to 
do,"  says  one  discounter.  "Our  rates  are  so  low  that  people 
think  it's  a  come-on." 

Still,  the  profits  are  high,  and  the  prospect  of  mouth-water- 
ing returns  has  brought  out  a  lot  of  new  competition. 

The  newcomers  range  from  such  big  guns  as  Fidelity  Broker- 
age Services,  Inc.,  a  well-capitalized  arm  of  Boston's  respected 
Fidelity  Management  Group,  on  out  to  a  slew  of  small,  regional 


SPECIAL  REPORT 


mom-and-pop-type  operators.  Some  of  the  latter  use  the  I 
count  as  a  foot-in-the-door  loss  leader  to  peddle  annuit|| 
mutual  funds  and  other  financial  services. 

"Sometimes  I  get  the  feeling  that  every  broker  who  ejl 
retired  to  Ft.  Lauderdale  is  trying  to  break  into  the  busines| 
says  Leslie  C.  Quick  Jr.,  president  of  Quick  &  Reilly,  Inc., 
first  Big  Board  member  to  go  discount. 

Will  the  boom  last?  It's  too  soon  to  tell.  Some  discount! 
fear  that  their  limited  market  will  soon  become  overcrow*! 
and  suffer  dangerous  price-cutting.  Others  think  the  inevital 
shakeout  will  produce  a  handful  of  survivors  who  will  t;| 
their  place  as  permanent  fixtures  on  the  investment  scene. 

At  any  rate,  to  the  degree  it  forces  established  discount! 
like  Quick  &  Reilly  to  keep  their  own  rates  down,  the  burge  [ 
ing  competition  is  good  news  for  investors.  But  it  has  becoJ 
more  important  than  ever  for  the  do-it-yourself  investor! 
research  his  broker  as  well  as  the  market.  Here  are  soj 
guidelines  that  may  help  to  keep  you  from  getting  burned: 
•  Check  the  broker's  background  and  his  capital  position.  Vi 
Street  is  a  new  world  to  some  discounters.  You  might  feel  m 
secure  with  somebody  who's  got  a  track  record  in  broker, 
than  with  an  entrepreneur  who's  making  the  transition  fn 
the  cement  business  or  needle  trades.  Ask  for  a  copy  of 
broker's  dealer  registration  and  check  the  pedigree. 

Get  at  least  two  recent  annual  balance  sheets  from  yd 
broker  to  see  what's  happening  to  his  capital  position.  A  sc 
base  means  you  won't  have  to  worry  overmuch  about  the  brol 
failing  to  deliver  on  stock  you've  paid  for,  or  invading  custon 
balances  to  keep  himself  afloat. 

It's  also  reassuring  to  deal  with  a  broker  who  is  maki 
money.  So,  take  a  look  at  his  retained  earnings.  Are  til 
expanding?  If  they  aren't,  and  the  broker's  capital  is  melti 
  like  a  cake  of  ice  in  the  1 


Quick  &  Reilly's  Leslie  C  Quick.  Jr. 

A  feeling  of  overcrowding,  especially  in  Ft.  Lauderdale. 


August  sun,  your  chancesi 
becoming  just  one  more 
vestor  in  search  of  an  ac 
dent  are  excellent. 

There  are  exceptions, 
course.    Fidelity  Brokers 
Services,  for  example,  li 
most   new  discounters, 
running    in    the    red  a 
doesn't  expect  to  break  ev 
for  some  time.  Between  Js 
uary  and  fune  of  this  ye 
the  deficit  in  the  broker's 
tained  earnings  jumped  frc 
$105,323    to  $675,578— 
part  of  the  cost  of  getting  t 
business  launched. 

At  the  same  time,  in 
hard-nosed  demonstration 
Fidelity's  determination 
succeed,  its  paid-in  capi 
rose  from  $999,000  to  & 
million.  Besides  basic  fins 
cial  strength,  make  sure  t 
firm  offers  at  least  the  mil 
mum  Securities  Investc 
Protection  Corp.  coverage 
$100,000  on  individual  £ 
counts.  Some  firms  offer 
even  more  coverage.  Ask  about  it. 

•  Don't  let  the  advertising  fool  you.  When  Fidelity,  for  examp 
promises  that  you  will  "Save  up  to  65%,"  it  doesn't  necessari 
mean  that  you  can  save  65%  across  the  board  on  all  trades, 
get  the  65%  markdown  from  the  pre-May  1,  1975  fixed-ra 
benchmark  against  which  most  discount  rates  are  figured,  y» 
have  to  buy  (or  sell)  900  shares  of  a  $30  stock. 

Most  discounters  charge  a  minimum  fee  of  $20  to  $30  p 
transaction,  with  the  biggest  savings,  of  course,  keyed 
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Those  companies  looking  for  an 
advantageous  location  in  Washington 
may  be  surprised  to  learn  there's  an 
excellent  address  available  near  the 
White  House. 

Fairfax  County,  Virginia. 

By  locating  in  Fairfax  County,  any 
company  influenced  by  government  is 
in  a  good  position  to  influence  back. 
Capitol  Hill,  regulatory  agencies  and 
key  staffers  are  just  30  minutes  away. 

Since  Washington  attracts  the  best 
and  the  brightest,  Fairfax  County  firms 
can  tap  an  executive,  managerial  and 
clerical  pool  perhaps  unequaled  any- 
where in  the  nation. 

Companies  here  also  have  at  their 
disposal  many  of  the  country s  leading 
consulting  and  accounting  firms,  prom- 
inent law  firms,  excellent  medical  and 
research  facilities  in  addition  to  many 
prestigious  financial  institutions. 


Since  Capitol  Hill  is  at  the  center 
of  international  as  well  as  national 
affairs,  Fairfax  County  executives  can 
take  advantage  of  outstanding  trans- 
portation and  communication  systems 
to  reach  worldwide  markets.  Yet  for 
those  companies  who  do  business  closer 
to  home,  Washington  is  a  lucrative 
opportunity  itself.  It  ranks  among  the 
top  markets  in  the  country  in  apparel, 
furniture,  automobile  and  retail  sales. 

Equally  important,  Fairfax  County 
offers  a  productive  environment  for 
business.  From  our  AAA  bond  rating 
to  right  to  work  laws,  from  a  moderate 
tax  structure  to  8000  acres  zoned  for 
business,  this  is  a  county  so  suited  to 
business  that  over  1500  major  associa- 
tions, headquarters  and  corporations 
have  already  located  here. 

And  why  not?  With  these  rolling 
meadows  and  wcxxied  valleys  and  that 


historic  white  house  on  the  hill,  you 

can  easily  picture  this  to  be  the  best 

place  in  America  for  business  to  work, 
i  1 

I  Please  send  me  complete  information  on  all  the  I 
I  advantages  of  a  Fairfax  G)unty,  Virginia  location  | 
|  for  my  company.  F  20  I 

Name/Title  

I  Company   | 

I  Phone   I 

.  Address   , 

I  City   I 

State/Zip   . 

.  Inquire  in  confidence  to:  Mr.  David  Edwards,  ■ 
Executive  Director,  Fairfax  County  Economic  . 
1  Development  Authority,  8330  Old  Courthouse 
I  Road,  Suite  800,  Tysons  Comer,  Vienna,  Virginia,  ' 
I  22180.  Phone  (703)790-0600  I 

i  FAIRFAX  COUNTY,  \ 
VIRGINIA. 


Victor  Navasky,  editor  of  The  Nation,  the  country's 
oldest  continuously  published  weekly,  says: 

It's  full  of  surprises! 

"I  used  to  look  at  TV  Guide  for  program  listings,  and  the  other  stuff 
was  ornament.  I  now  find  I  read  it  for  its  articles.  They're  stylish  and  acces- 
sible. Occasionally  you  find  senous  investigative  journalism.  It's  a  well- 
edited  magazine,  full  of  surpnses'.' 


"From  a  pro's  point  of  view,  TV  Guide  is  the  bible 
of  the  industryl'says  actress  Beverly  Penberthy,  star 
of  "Another  World'.'  "We  have  an  enormous  respon- 
sibility. In  TV  Guide,  people  have  a  magazine  to 
complain  to.  It  has  an  open  mind;  you 
get  both  sides!' 


America 


J  111 
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"The  movies  and  the 
heatre  used  to  fight  tele- 
isorC  notes  Jerome  Minskoff , 
>wner  of  Broadway's  Minskoff 
theatre.  "Now  I  don't  think 
Mther  medium  can  do  without  it. 
PV  Guide  tells  me  things  I 
lon't  get  from  any  other 
ource.  I  like  the  problem 
neces— problems  of  the 
letworks  or  shows— 
nd  what  they  do  to 
>vercome  them, 
'hat's  entertainment" 


Like  most  of  New  York's  finest, 
Richard  Ferris  is  a  street  sociologist. 
And  TV  Guide  helps  him  learn  more 
about  the  effects  of  television:  "I  enjoy 
the  articles.  They  give  you  insights  you 
never  would  know.  Sometimes  they're 
critical  about  shows,  or  even  net- 
works. I  like  that?' 


Every  week,  TV  Guide  delivers 
the  biggest,  busiest,  buying-est  maga- 
zine audience  in  the  land.  Over  43 
million  adult  readers.  And  TV  Guide 
reaches  your  prime  prospects  faster 
than  any  ether  magazine,  to  give  you 
the  action  edge. 

Sell  to  America  in  America's 
best  selling  magazine. 


eads  TV  Guide. 


[iuide*  and  the  TV  Guide  logo  are  registered  trademarks  of  Triangle  Publications,  Inc 
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nggcr  transactions.  Despite  the  heavy  promotional  breathing, 
tone  ol  the  established  discounters  is  eager,  notes  Robert  L. 
iould,  the  wry  president  of  Fidelity  Brokerage,  to  be  "the 
hcapest  guy  on  The  Street."  The  breakpoints- in  discounters' 
ate  schedules  vary  widely,  as  FORBES'  survey  of  a  rcpresent;)- 
ive  group  of  discounters  shows  (see  table,  p.  84).  You  might  be 
letter  off  trading  100  shares  of  IBM  through  Source  Securities 
;orp.,  but  to  get  the  best  deal  on  200  shares  of  AT&T,  you'd 
ake  your  money  to  Icahn  &  Co.,  Inc.  The  moral  is  -clear:  If 
ommission  costs  arc  paramount,  shop  several  discounters. 

•  Cheapest  isn't  always  host.  Shop  around  until  you  find  the 
iest  combination  of  speedy  confirmation  and  good  execution, 
"here's  no  point  in  saving 
25  in  commissions  on  a 
00-share  transaction  if  bad 
loor  brokerage  costs  you  a 
alf-point  a  share.  If  you  con- 
istently  get  stuck  with  the 
ighest  price  of  the  day  when 
ou  buy  and  the  lowest  price 
f  the  day  when  you  sell,  take 
our  trade  elsewhere. 

•  Who  does  the  hack-office 
<ork?  Some  discounters  are 
ssentially  just  middlemen 
/hose  clearing  and  billing 
perations  are  run  by  other 
rokers.  Source,  for  example, 
lears  through  Merrill  Lynch, 
diile  outfits  like  Quick  & 
.eilly  and  Fidelity  do  their 
wn  work.  The  distinction  is 

major  bone  of  contention, 
es  Quick  argues  that  you 
get  better  service  from  a 


It  pays  to  shop 

You  can  almost  always 

save 

money  by  dealing  with  a 

discount  broker  instead  of 

a  full-line 

commission 

house.  But  discounters  do 

not  discount  equally.  A 

Forbes  survey  shows  savings  vary  greatly,  depending  on 

where  and  what  you  trade. 

100 

1,000 

200 

100  Mesa 

IBM 

Chrysler 

AT^T 

Petroleum 

Brokers 

at  695/« 

at  77» 

at  57i/4 

at  66  % 

Full  line 

Merrill  Lynch 

$88.00 

$214.65  $ 

176.00 

$88.00 

EF  Hutton 

85.00 

215.00 

170.00 

85.00 

Loeb  Rhoades  Shearson 

88.00 

222.00 

175.00 

88.00 

Discount 

Charles  Schwab  &  Co 

40.00 

78.75 

68.58 

40.00 

Fidelity  Brokerage  Services 

40.00 

68.00 

80.00 

40.00 

Kingsley  Boye  Southwood 

40.00 

94.00 

80.00 

40.00 

Source  Securities 

35.00 

135.00 

70.00 

35.00 

Icahn  &  Co 

50.00 

72.00 

60.00 

50.00 

Quick  &  Reilly 

48.44 

90.00 

96.80 

48.44 

firm  that  controls  its  own  destiny."  Jeffrey  W.  Casdin,  on 
other  hand,  president  of  Source  Securities,  argues  that  his  ti 
Merrill  Lynch  is  a  distinct  asset.  Who's  right  and  who's  wn 
The  argument  should  probably  be  rated  a  toss-up,  but  it's 
as  well  for  you  to  be  aware  of  the  difference. 

•  Look/bra  return  on  free  credit  balances  In  these  days  of  1 
interest  rates,  there's  no  excuse  for  letting  cash  sit  around  1 
no-  or  low-yield  basis.  Fidelity,  for  example,  is  currently  pa^ 
a  9%  return  on  all  cash  balances  over  $100.  At  Source  you 
park  your  free  cash  in  Merrill  Lynch's  Ready  Assets  mc 
market  fund,  currently  yielding  around  9.51%,  but  onl 
you've  got  an  opening  balance  of  $5,000  or  more.  Some  fii 

on  the  other  hand,  pay  m 
ing  at  all.  Be  sure  to  ask 

•  Know  thyself  If  you  art 
infrequent  trader,  a  full 
broker  may  be  worth  the) 
tra  cost.  For  small  invest! 
discount  brokers'  minin 
charges,  ranging  from  $2( 
up,  may  cancel  prospec 
savings.  If  you  are  a  fa 
heavy  trader  and  feel  so 
what  schizoid  on  the  poin 
high  commission  costs  hi 
but  you  like  the  research 
vice  you're  getting — try  sj 
ting  your  business  betwe< 
discounter  and  a  full 
firm.  Of  course,  if 
broker  is  a  rarity  who  conl 
tently  makes  money  for  y 
his  commissions  are  chea 
any  price.  Discount  brol 
are  not  for  everyone.  ■ 


Behind  every  great  Western  temporary 
is  a  dedicated  Western  manager. 


Only  experienced  temporary 
help  managers  can  bring  out  the 
best  in  their  temporaries.  By 
making  the  right  assignments  — 
for  everyone  concerned. 

Western  managers  have  this 
personnel  know-how.  More  than 
30%  have  been  with  Western 
over  five  years.  Many  have  been 
on  your  side  of  management  so 
they  have  a  particular  under- 
standing of  your  needs.  And  all 
draw  from  the  company's  30 


years  as  a  quality  temporary 
help  specialist. 

They  recruit  innovatively,  test 
carefully,  interview  thoroughly, 
and  assign  selectively.  You  will 
appreciate  their  expertise  in 
analyzing  and  evaluating  a 
temporary's  potential  for  meeting 
your  specific  requirements. 

That's  why  Western's  the  one 
to  call  whenever  you  need 
temporary  help.  We're  in  the 
white  pages. 

Western 

TEMPORARY  SERVICES,  INC 

Corporate  Headquarters: 
101  Howard  St..  San  Francisco,  Ca  94105 


Your  re-introduction  to 

Farrell  Lines. 
It's  a  whole  new  world. 


At  Farrell  Lines  our  horizons  are  ever- 
widening.  We've  served  Africa  below 
the  Sahara  since  our  beginning  in 
1926.  We  grew  to  include  the  Austral- 
asian route  in  1965,  then  expanded 
again  with  the  1978  purchase  of 
American  Export  Lines.  So  now  we 
sail  from  the  four  coasts  of  the  United 
States  to  serve  over  150  ports  on  5 
continents. 


Our  American-made  and  Ameri- 
can-run ships  carry  a  wide  range  of 
cargo— containerized,  LASH,  re- 
frigerated, deep  tank  and  conven- 
tional stowage— and  some  ships  have 
been  jumbo-ized  for  even  greater 
capacity.  Quick  handling  at  both  ends 
cuts  the  time  between  departure  and 
arrival;  quick  turnaround  gives  more 
frequent  sailing  dates.  And  it  all  keeps 


American  dollars  where  they  be- 
long—in American  pockets. 

We  don't  just  go  to  a  lot  of  places. 
We  know  our  business  is  transport, 
and  we  handle  each  shipment  with 
first-class  care. 

So,  the  next  time  you've  got  a 
shipment,  chances  are  we've  got  the 
ship  for  you. 


Farrell  Lines.  We're  routing  for  you. 


INCORPORATED 
One  Whitehall  Street,  New  York,  NY  10004      (212)  425-6300 


That's  a  lot  of  tube.  What's  more,  it's  not  just  any 
tube,  but  Phelps  Dodge  Copper-Nickel. 

Dollar  for  dollar,  this  time-tested  copper  alloy 
transfers  more  heat  than  any  other  high  corro- 
sion-resistant material.  And,  in  condenser  tube, 
that's  the  name  of  the  game. 

But  responding  to  the  heat  exchange  needs 
of  electric  utilities  is  not  our  only  business.  Our 
people  have  perfected  Higher  Performance 
Power  Cable  with  longer  design  life  for  industrial 
wiring.  Developed  a  linear  paper-insulated  mag- 


net wire  that's  now  standard  for  many  automotive 
starter  motors.  And  introduced  a  Hi-Power  FM 
broadcast  antenna  capable  of  radiating  400% 
more  power  per  element. 

All  in  all,  each  year,  we  transform  into  useful, 
innovative  products  about  a  billion  pounds  of 
copper  mined  by  us,  by  others,  and  reclaimed 
from  scrap.  That's  because  people  who  depend  on 
copper  depend  on  us.  For  full  information  on  prod- 
ucts mentioned,  call  toll  free  (800)  221-3333. 
Phelps  Dodge — the  time-tested  name  in  copper. 


I  -Vie/ps  Dodge  condenser  tube  being  installed  by  Marley  Heat  Transfer  Co.  for  Washington  Public  Power  Supply  System's  Hanford  Units  1  and  4 


phslps 
dadae 

300  Park  Avenue.  New  York.  New  York  10022  V 


The  copper  people  from 
Phelps  Dodge 


If  much  more  US.  coal  is  to  be  mined,  the  first 
step  may  be  to  . . . 


See  how  the 
coal  miners  live 


By  Ann  Hughey 


REMEMBER  THE  nOt-tOO-long-agO 
photographs  of  Appalachian  pov- 
erty? Unpainted  clapboard  shan- 
tytowns  struggling  up  coalfield  hollows, 
trailers  camped  by  the  creek,  down-at- 
the-heel  miners  with  their  sad-eyed 
wives  and  ragged,  skinny  children? 

Today  coal  miners  make  upward  of 
$20,000  a  year,  their  wives  gossip  over 
CB  radios  and  their  kids,  now  grown  up 
and  working  in  the  mines  themselves, 
drive  $10,000  four-wheel-drive  pickups 
and  vacation  in  Florida.  But  many  still 
live  in  those  clapboard  shanties,  and  the 
trailers  are  still  down  by  the  creek.  In  the 
Appalachian  coalfields,  it  seems  that 
good  housing  is  something  money  hasn't 
been  able  to  buy. 

That's  more  than  a  problem  for  miners 
and  their  families.  Plans  to  dig  more  coal 
and  build  billion-dollar  synthetic  fuel 
plants  in  the  hollows  could  be  held  up  if 
there's  no  decent  place  for  highly  paid 
workers  to  live. 


"Housing  is  just  about  as  bad  as  it  was 
in  the  company  towns  of  50  years  ago. 
The  best  most  working  people  can  hope 
for  right  now  is  to  find  a  level  spot  on  a 
hillside  big  enough  to  set  one  of  those 
mobile  homes  on,"  says  Robert  Carter,  a 
United  Mine  Workers  official  in  Ken- 
tucky. The  tiny,  shabby  houses  or 
packed-together  trailers  cause  another 
problem.  A  miner  is  likely  to  find  the 
local  beer  parlor  a  more  comfortable 
place  to  relax.  And,  says  West  Virginia 
Supreme  Court  Justice  Darrell  McGraw, 
those  beer  parlors  are  a  breeding  ground 
for  the  wildcat  strikes  that  have  cursed 
the  industry.  "It  starts  in  some  agitation 
in  the  beer  parlor  when  they've  got  three 
beers  under  their  belts  and  a  sense  of 
offense  and  injustice.  There's  no  other 
place  to  go,"  says  McGraw,  who  comes 
from  the  coalfields  himself. 

"We  have  the  money  and  we  have  the 
jobs.  We  can  pay  for  those  houses  if  we 
can  get  them  built.  But  we  can't  get  them 
built,"  complains  Leonard  Fleming,  a 
miner  from  eastern  Kentucky. 


So  what's  the  problem? 

First,  much  of  Appalachia's  prival 
owned  land  is  in  the  hands  of  out-of-s 
corporations  that  hold  it  for  the  min 
deposits  and  timber.  A  100-foot-sqi 
house  building  lot  in  Pike  County  in 
eastern  Kentucky  coal  country  can  i 
as  much  as  $15,000.  A  developer 
spend  another  $15,000  per  lot  for  roj 
water  and  sewers — and  there  isn't  m 
flat  land  available  except  in  some  of 
flood  plains. 

The  local  lending  institutions 
tightfisted  on  mortgages,  too,  leery  of 
old  boom-and-bust  coal  cycles  and  su 
cious  of  today's  affluent  miners'  sens^ 
fiscal  responsibility.  When  loans 
made,  the  terms  run  30%  down  and 
dom  more  than  15  years  to  pay. 

"I  can  buy  me  a  new  mobile  hom< 
new  car  and  a  new  boat  all  on  the  sai 
day.  The  bank  will  give  me  the  rnofl 
But  I  can't  get  money  for  a  house,"  s 
miner  Fleming.  "We  just  don't  have 
same  ease  that  people  in  the  larger  po; 
lated  areas  have.  All  they  have  to  do  isi 
down,  drive  around  a  community,  fin 
real  estate  sign  that  says  'For  Sale,'  fl 
nish  three  good  credit  references,  s 
their  names  and  move  in.  You  don't 
that  in  the  mountains." 

The  rules  tied  to  government-insui 
financing  and  mortgages,  set  by  the  E 
partment  of  Housing  &  Urban  Develc 
ment,  don't  help  because  they  were  wi| 
ten  with  metropolitan  areas  in  mind, 
is  unclear  to  a  coal  miner  why  a  subdi 
sion  has  to  have  24-foot-wide  pav 
streets  when  his  county  roads  are  14  ft 
wide  and  gravel,  or  why  turning  circl 
have  to  be  wide  enough  for  a  hook 
ladder  truck  in  areas  that  have  nev 
seen  a  hook  and  ladder. 

"Almost  anything  is  impossible 
build  in  Appalachia  if  you  strictly  enfor 
every  law  on  the  books,"  says  Debor, 
Tuck,  director  of  West  Virginia's  Cg 


West  Virginia's  Governor  Rockefeller,  UMW  Vice  President  Sam  Church  and  Coal  Field  Housing's  Dehorah  Tack  at  a  rare  ground-breaking 
Negotiating  the  coalfield  housing  thicket:  almost  three  years  before  the  first  bulldozer. 
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HOW  TO 

ORDER  SOUP  IN  CANNES 


DIAL  DIRECT 


Doesyouroreo  hove  International  Dialing?  If  so,  you  can  call  around  rhe  world 
in  less  rime  than  ir  rakes  ro  hum  "La  Marseillaise."  Because  you  can  dial  yourself, 
without  Operator  assistance.  And  without  waiting.  Here's  how  to  dial  Cannes: 


INTERNATIONAL  ACCESS  CODE 


COUNTRY  CODE 


CITY  CODE 


01 1  +  33  +  93  +  LOCAL  numder 

Dialing  direct  saves  more  than  time-it  also  saves  you  money-75(t,  about  1 1  % 
on  a  3-minute  call  to  Cannes.  Tres  bien! 

ALMOST  DIRECT 

This  is  the  next  best  way  to  save  time  if  your  area  doesn't  have  direct  dialing  yet. 
Dial  0,  and  be  ready  ro  give  the  Operator  the  country  city  and  local  telephone 
number  you  want.  Specify  Station-to-Station  or  Person-to-Person.  The  fewer 
questions  the  Operator  must  ask,  the  faster  you'll  reach  your  party  And  on 
Station  calls  not  requiring  special  operator  assistance,  you  can  get  the  same  low 
rates  as  International  Dialing. 

PS.  Everyone  can  dial  direct  to  Canada,  the  Caribbean,  Alaska,  Hawaii, 
and  parts  of  Mexico-just  as  you  dial  direct  to  cities  inside  the  continental  U.S. 

Phoning  the  family  or  fixing  the  franc,  keep  a  record  of  the  country  and 
city  codes  you  use  and  use  them  to  call  the  world-fast! 


CODES  FOR  PRINCIPAL  CITIES  IN  FRANCE  (33) 

Bordeaux  56    Lille  20  Reims  26 

Clermonr-  Ferrand  73    Lyon  78  Rennes  00 

Dijon  60    Marseille        91   Sr  Erienne  77 

Grenoble  76    Nice  93  Srrasbourg  88 

Le  Havre  35    Paris  1  Toulouse  61 


(2)  Bell  System 


Profit 
from  our 


experien 


Rockefeller  Realty  Corporation 


Real  Estate  Development,  Investment,  Services 

□  Developer  and  owner/investor— 
principally  major  new  office,  commercial, 
multi-use  buildingsand  complexes 

□  Management  and  advisory  services- 
real  estate  development  and  investment 


: ' ! ; 


Rockefeller  Realty  Corporation 

1 230  Avenue  of  the  Americas 
Rockefeller  Center 
New  York,  N.Y.  10020  (212)  489-5990 

John  G.  Burnett,  President 
Peter  C.  Haeffner,  Jr.,  Executive  Vice  President 


A  Rockefeller  Realty  Group  Company 


Field  Housing  Inc.  The  nonprofit  col 
ration,  a  unique  joint  effort  of  the  Unj| 
Mine  Workers  and  nine  coal  compar 
is  a  rare  success  story  in  Appalac 
house  building.  Even  then,  it  took  al 
three  years  to  get  the  first  67-unit  prq 
going  with  $1  million  in  grants  anddq 
tions  and  a  gift  of  land. 

"There  are  incredible  hang-ups  in 
eminent.  You  really  find  out  that  t 
are  a  lot  of  people  who  want  to  tell 
why  something  isn't  possible  instead 
looking  for  a  way  to  make  things  I 
pen,"  says  Tuck,  who  admits  she  lost 
idealism  about  government  in  battl 
bureaucrats  to  get  the  project  started 

Where  government  fails,  sometii 
the  private  sector  steps  in.  Island  Cr 
Coal  Co.,  which  plans  . to  expand 
2,300-man  work  force  at  its  southwi 
em  Virginia  operations  in  the  next  1 
years,  is  putting  $25  million  into  a  1,6 
family  new  town  near  Grundy,  Va.  "J 
company  is  paying  for  site  preparati 
Private  developers  will  build  the  houi 
to  cost  $40,000  to  $50,000  each,  an 
local  bank  promises  financing. 

"We  thought  if  anything's  going 
happen,  we'd  better  make  it  happe 


"The  best  most  working  pe 
pie  can  hope  for  right  now 
to  find  a  level  spot  on  a  hi 
side  big  enough  to  put  one 
those  mobile  homes  on." 


says  former  coal  miner  Jack  Katlic,  nt 
an  Island  Creek  vice  president, 
want  a  good  work  force  and  we  want 
keep  them.  It's  not  just  a  social  respon 
bility.  It's  damn  good  business." 

Ironically,  if  coal  miners  were  still  pc 
they  might  be  able  to  get  more  housi 
help.  "We've  tried  to  get  into  buildi 
houses  for  coal  miners,  but  the  gover 
ment  said  that  if  we  started  buildi 
houses  for  people  outside  the  pover 
guidelines,  we  wouldn't  be  doing 
much  for  the  people  within  them,"  sa 
Pat  Gish,  who  runs  the  federally  fund- 
Eastern  Kentucky  Housing  Developme 
Corp.,  which  builds  and  renovat 
homes  for  low-income  families. 

So  far  the  efforts  to  break  the  housii 
bottlenecks  have  made  just  a  dent  in  t! 
problem  and  there  are  occasional  signs 
impatience.  Governor  lohn  D.  Rockefe 
ler  IV  of  West  Virginia  ordered  lar 
owned  by  an  out-of-state  corporatic 
condemned  when  it  was  needed  to  rese 
tie  flood  victims  and  the  company  r 
fused  what  the  governor  thought  was 
fair  price.  So  far,  the  courts  have  uphel 
the  governor. 

"It  will  take  us  ten  years  to  catch  up  i 
where  the  rest  of  America  is  right  nov 
We're  not  in  a  shortage.  We're  in  al 
absolute  vacuum,"  says  Justice  Darre 
McGraw.  ■ 
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Express  Mail  knows 

it  doesn't  matter  how  low  your  bid  runs 

If  it's  running  late. 


fcft  ft* 


******  „o  r 


ft  -         „-*  4  • 


Express  Mail  Next  Day  Service.  From  the  U.S.Postal  Service. 


sas&J  We  know  that  a  young 
contractor  can't  afford 


to  be  an  also-ran  in  the  race 
for  a  contract. 

Every  bid  he  sends  out  is  a 
piece  of  his  future. 

We  created  Express  Mail 
Next  Day  Service  to  ensure 
that  his  package  will  get  there 
on  time. 

The  U.S.  Postal  Service 
has  made  it  so  fast  and  reliable, 
that  his  package  will  be  delivered 
the  next  day  —  or  we  will  refund 
his  postage*  We  serve  1,000 
cities,  but  not  all  of  them  from 


any  one  city.  Cities  that  are  possi- 
ble to  reach  by  the  next  morning 
vary  depending  on  air  transporta- 
tion from  the  originating  city. 

A  young  contractor  can 
easily  build  Express  Mail  into  his 
budget.  A  one-pound  package  is 
only  $8  delivered  coast-to-coast 
and  right  to  the  door. 

When  his  needs  expand, 
Express  Mail  Service  offers  a 
variety  of  other  delivery  pro- 
grams to  meet  them. 

Including  Same  Day  Airport 
Service  between  50  major  cities, 
International  Service  to  12  coun- 


tries and  Custom  Designed  Ser- 
vice to  fit  special  requirements. 

All  are  reliable  and  fast! 

Express  Mail  knows  how  im- 
portant a  package  can  be.  So  we 
treat  every  package  as  if  it's  the 
most  important  one. 

See  your  Yellow  Pages  under 
Air  Cargo  for  the  nearest  Express 
Mail  Post  Office. 


NEXT  OA  V SERVICE 


WE'LL  MAKE  YOU  AN  OVERNIGHT  SUCCESS. 


*1009f  refund  of  Express  Mail  postage  upon  application  at  origin  if  mailed  by  5  p.m.  at  an  Express  Mail  Post  Office  and  not  available  for  claim  at  a 
destination  Express  Mail  Post  Office  by  10  a.m.  next  business  day  or  delivery  not  attempted  to  addressee  by  3  p.m.  of  the  next  day  (unless  delayed  by  strike 
or  work  stoppage). 
©USPS  1979 


The  commuter  airlines  are  booming;  now  all 
they  need  is  airplanes. 

Move  over, 
Boeing 


By  Richard  Cowan 

Wanted:  airplanes  to  carry  15  to 
50  passengers.  Must  be  easy  to 
service,  also  fuel-efficient  for 
short  hops. 

That  want  ad  hasn't  yet  been  printed, 
but  it  could  be.  Those  planes  are  needed 
now,  and  demand  will  increase  now  and 
over  the  next  decade  as  short-hop  com- 
muter air  travel  grows. 

"There  are  definitely  airlines  without 
enough  planes.  Ransome  Airlines  has 
turned  away  500  reservations  some  days 
for  its  commuter  flight  from  Philadelphia 
to  Washington,"  says  Alan  Stephen,  op- 
erations director  of  the  Commuter  Air- 
line Association  of  America. 

But  what  size  plane  is  needed  is  an- 
other question.  Some  planemakers  think 
the  future  belongs  to  smaller  planes,  car- 
rying 19  or  fewer  passengers  (with  that 
load  no  flight  attendant  is  needed).  "Few 
commuter  lines  gross  even  $10  million  a 
year.  Are  you  going  to  build  a  $6  million 
plane  [carrying  50]  for  less  than  $10  mil- 
lion in  business?  And  for  many  commu- 
nities, six  flights  a  day  [in  smaller  planes] 
is  better  than  one,"  says  Ed  Stimpson, 
president  of  the  General  Aviation  Manu- 
facturers Association.  Stephen,  however, 
says  there  is  sustainable  demand  now  for 
140  new  planes  a  year,  half  for  the  popu- 
lar 19-passenger  birds  and  half  for  larger 
30-  to  50-passenger  craft. 

The  planemakers  are  getting  designs 
and  rushing  into  production  with  larger 
models: 

•  Swearingen,  a  subsidiary  of  Fairchild 
Industries  Inc.,  which  dominates  the 
commuter  market  with  its  Metro  II  $1.3 
million,  19-passenger,  two-engine  turbo- 
prop, has  a  100-plus  order  backlog.  There 
will  be  larger  models  coming  in  the  mid- 
1980s,  says  Richard  Robinson,  market- 
ing vice  president.  "We  don't  have  a 
clear  picture  right  now  whether  we  will 
need  a  30-  or  50-passenger  plane,"  he 
adds.  The  company's  production  is  ex- 
pected to  double  by  1982,  he  adds. 


Swearingen's  19-seat  Metro  II  commuter 
Bigger  short-haul  planes  are  ahead. 

•  De  Havilland  Aircraft  Co.,  owned  by 
the  Canadian  government,  will  double 
production  of  its  $5.5  million,  50-passen- 
ger Dash  7  next  year  to  four  per  month. 
"If  you  want  one,  it's  two  years  to  get  it," 
says  a  de  Havilland  official.  A  30-  to  40- 
passenger  plane  now  called  the  Dash  X  is 
also  under  consideration. 

•  Beech  Aircraft  Corp.,  which  has 
been  out  of  the  commuter  plane  busi- 
ness, is  getting  back  in.  Its  15-passenger 
C-99,  which  had  been  discontinued,  is 
being  updated  and  will  be  back  in  produc- 
tion in  24  to  29  months  at  $1  million;  a 
13-passenger  commuter  plane  will  be  ap- 
pearing in  12  to  15  months,  a  new  19- 
passenger  model  in  36  to  42  months  for 
$1.4  million  ("in  1979  dollars,"  says  the 
company);  and  studies  for  a  new  model 
carrying  25  or  more  are  under  way. 

•  Piper,  a  subsidiary  of  Bangor  Punta 
Corp.,  has  talked  to  commuter  lines 
about  a  new  plane,  but  doesn't  yet  admit 
to  any  production  plans.  However,  out- 
put of  its  9-seat  passenger  Navajo,  used 
by  business  and  commuter  lines,  is  being 
increased  to  375  for  1980  from  350. 

•  Gulf   Stream   American   Corp.  is 


stretching  one  of  its  corporate  ml 
into  a  38-passenger  commuter  plan 
the  business  is  there  the  company) 
offer  to  stretch  other  used  model 
$1.5  million — provided  you've  gol 
plane — and  then  will  start  to  prq 
new  38-seaters,  says  Allen  Paulson, 
Stream's  chairman. 

In  addition,  larger  commuter  mt 
from  foreign  manufacturers,  such  as| 
ain's  Short  and  Brazil's  Embraer  Ban 
ante,  are  being  offered  here. 

"The  competition  for  the  sale  of  1 
planes  will  be  fantastic,"  says  Willu 
Sullivan,  acting  chief  of  the  Federal) 
ation  Administration's  safety  regula 
staff,  which  is  drafting  rules  for  the  < 
ing  generation  of  larger  commuter  c 
The  Commuter  Airline  Association 
mates  $300  million  in  new  planesi 
equipment  is  already  on  order. 

Fueling  the  demand  is  the  airline 
regulation  effort.  The  large  carriers 
abandoning  or  curbing  service  to 
profitable  cities.  Some  130  cities — i 
as  Bridgeport,  Conn.,  Columbus,  0 
Walla  Walla,  Wash,  and  Bakersf 
Calif. — are  losing  some  or  all  of  thei 
service. 

"So  there  is  a  larger  market  for  the 
to  50-passenger  aircraft,"  says  Stephe 
the  Commuter  Airline  Associal 
Commuter  airlines  also  are  now  elijj 
for  federal  loan  guarantees  and  are 
lowed,  under  deregulation,  to  carry  n 
than  30  passengers,  another  inducer! 
to  buy  more  and  larger  aircraft. 

"I  see  the  possibility  of  a  30-  to 
passenger  plane  in  the  next  three  y 
for  different  markets  than  we  are  sei 
ing  now.  We  could  possibly  use  fiv 
ten  big  planes,"  says  Gary  Adam 
president  of  Air  Midwest.  The  250  c 
commuter  lines  fly  some  1,200  pla 
even  including  old  DC-3s,  but  pi 
such  as  the  Piper  Navajo  and  the  Sw 
ingen  Metro  II  are  more  common. 

The  potential  market  could  also 
newcomers.  Purdue  University  Profc 
Lynn  L.  Bollinger  hopes  to  get  his  c 
pany,  Commuter  Aircraft  Corp.,  off 
ground  by  building  a  40-  to  50-seat, 
million,  four-engine  turboprop.  He  h 
Commerce  Department  guarantee  of 
million  in  private  sector  loans,  but  r 
raise  $12  million  more  and  sign  up 
orders  before  the  guarantee  takes  eff 
He  hopes  to  build  the  plane  in  depre 
Youngstown,  Ohio  for  the  federal  su 
dies.  "This  is  a  nice  business  to 
into,"  he  says.  "The  return  on  inv 
ment  is  beautiful." 

Of  course,  even  after  they  get  l 
planes  the  commuter  lines  will  still  1 
a  problem  or  two — fuel,  for  example, 
finding  enough  pilots  and  mechan 
Bur  it's  reasonable  to  assume  that 
commuter  carriers  will  get  their  shar< 
available  fuel,  and  crews  can  alwaysi 
trained.  So  the  zoom  figures  to  go  on 
quite  a  while  to  come.  ■ 
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1  was  wondering  if  I  could  possibly  borrow  a  cup 
of  Johnnie  Walker  Black  Label" 

12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y.,  N  Y. 

'  ft         -  "•- "  <-**.Sdmt.  •    ■■■-  ■■!..  '  .   ,  i  ;  -   


OF  THE  ART 


HEALTHCARE 


The  art  of  medicine  and  the  science  of  manage- 
ment need  to  work  together  to  answer  the 
worldwide  demand  for  cost-effective  health 
care.  AMI,  the  leading  international  health  care 
services  company,  is  joining  its  management  skills 
with  those  of  medical  personnel  and  community 
leaders  to  meet  this  demand. 

In  the  hospitals  we  own  and  manage  around 
the  globe,  and  in  those  we're  acquiring  or  devel- 
oping in  England,  Europe,  the  Middle  East,  Aust- 
ralasia and  the  U.S.,  AMI  continues  to  innovate. 
AMI  shared  medical  services,  like  our  fleet  of 
mobile  CAT  scanners,  are  making  advanced  medi- 
cal technology  available  to  hospitals  that  could 
afford  it  no  other  way. 

We're  also  helping  entire  nations  to  provide 
quality  health  care  to  their  citizens.  In  Venezuela, 
we  designed  and  implemented  a  program  which  is 
training  20,000  health  care  technologists.  In 
Brazil,  we're  developing  a  complete  multi-facility 
health  care  system  for  the  new  city  of  Ouro  Branco. 

In  400  communities  around  the  world,  AMI  is 
providing  quality  health  care  services  that  com- 
bine the  best  in  management  and  medical  tech- 
nologies. To  US,  that's  jam  By!  m 
the  state  of  the  art.           j£|  ||ff  §.. 

The  International 
Health  Care 
Services  Company 


>1979 


For  more  information,  write  our  Director  of  Investor  Relations,  AMI.  414  North  Camden  Drive.  Beverly  Hills,  CA  90210 


The  Fed  has  a  new  captain,  but  the  central 
bank's  course  was  set  a  month  before  he  came 
on  board. 


Why  Volcker  won't 
make  that  much 
difference 


Federal  Reserve  Board  Chairman  Paid  Volcker 

There  is  a  difference  between  "powerful"  and  "all-powerful. 


By  Ben  Weberman 


When  the  Federal  Reserve  raised  the 
key  Federal  funds  rate  three  times  in  a 
single  month — bringing  it  to  1 1  l/t  %  at 
the  end  of  August — market  watchers  saw 
the  hand  of  Paul  A.  Volcker,  the  new 
chairman  of  the  board.  Volcker  was, 
clearly,  a  sound  money  man. 

Volcker  has  been  portrayed  in  the  me- 
dia as  a  tough  monetary  man  prepared  to 
restrain  credit  expansion  with  much 
greater  vigor  than  did  G.  William  Miller, 
who  left  the  Fed  to  become  Secretary  of 
the  Treasury.  But  the  characterization 
may  be  premature,  even  exaggerated.  It 
was  not  Volcker 's  hand  alone  that  tight- 


ened the  monetary  valve.  Basically,  the 
board  was  simply  following  strategy  that 
was  set  a  month  earlier,  before  Volcker 
had  even  been  named  to  the  Fed  chair- 
manship. The  Fed  had  already  deter- 
mined to  keep  interest  rates  high  even  in 
the  face  of  a  widening  recession. 

There  is  an  old  misconception  at  work. 
While  the  Fed  chairman  has  power,  he  is  a 
chairman,  not  a  chief  executive.  His 
voice  is  powerful  among  the  1 2  Fed  execu- 
tives— governors  and  presidents — who 
set  policy,  but  not  all-powerful. 

An  ex-Fed  board  member  had  this  to 
say:  "This  was  not  a  Volcker  program 
forced  down  the  throats  of  those  who 
had  voted  previously  for  some  easing  of 


credit  because  of  recession  fears.  1] 
men  remember  how  they  tightenei 
1973  just  as  a  recession  was  starting 
were  responsible  for  one  of  the  dee] 
economic  plunges  of  post-World  W; 
history.  They  don't  want  to  do  it  ag 
But  we  haven't  had  an  inflation  like] 
either.  The  13%  rates  for  July  for  wh 
sale  and  consumer  prices  were  shocl 
that  turned  off  fears  of  the  consequerj 
of  tightening,"  he  explained. 

Volcker  was  sworn  in  as  chairmar 
Aug.  6.  The  Federal  Open  Market  O 
mittee  met  eight  days  later.  In  qu 
order  the  FOMC  acted  to  raise  the  Fel 
al  funds  rate,  which  makes  it  more 
pensive  for  banks  to  borrow  from  | 
other,  and  the  board  increased  the 
count  rate  from  10%  to  10'/2%.  Wl 
these  benchmark  rates  were  ihcreaj 
the  entire  spectrum  of  short-term  mo 
costs  rose.  Banks  raised  their  prime  1q 
ing  rate  to  12%  from  Ll%%.  Mortg 
rates  started  to  rise  again.  The  yields! 
money  instruments  and  money  mail 
funds  followed  the  trend.  The  proQ 
was  repeated  on  Aug.  24. 

What  next,  then?  At  the  moment 
Fed  is  caught  in  a  bad  situation.  I 
forces  interest  rates  up  much  further 
strict  monetarists  want — it  risks  w<| 
ening  the  growing  recession.  If  it  ea 
interest  rates  to  stimulate  the  econor 
it  risks  feeding  the  inflationary  fori 
that  now  seem  impervious  to  recessi 
Equally  bad,  it  risks  causing  a  furt 
flight  from  the  dollar  by  foreigners. 

The  probability,  then,  is  that  the 
will  watch  and  wait.  It  will  probably  \m 
at  least  two  months  before  making 
other  substantial  move  in  either  dir 
tion. 

The  Fed  was  looking  ahead  to  eas 
lending  rates  last  spring,  but  that  pr 
pect  faded  quickly  as  the  dollar  we 
ened  and  inflation  worsened.  Volcke 
appointment  came  just  as  the  resolve 
the  entire  group  of  monetary  officials 
fight  inflation  was  stiffened. 

To  put  it  very  bluntly:  There  is  a  tra 
off  between  slower  inflation  and  higl 
unemployment.  Even  at  the  risk  of  inc 
ring  the  displeasure  of  Congress,  the  F 
is  almost  unanimous  in  its  determn 
tion  to  risk  some  unemployment  in 
interests  of  strengthening  the  doll 
This  is  not  Volcker;  this  is  the  ent 
Fed.  "We  will  not  supply  additional 
serves  to  pay  for  the  high  cost  of  impo 
ed  oil  and  to  support  all  domestic  acti 
ties,"  one  official  explained.  If 
OPECers  take  dollars  out  of  this  count 
it  makes  conditions  all  the  more  tig! 
the  Fed  will  not  supply  the  funds  to 
place  them.  If  the  oil  producers  do  n 
return  the  dollars  to  this  country,  eith 
by  buying  American  goods  or  by  inve 
ing  here,  the  Fed  is  prepared  to  take  t 
deflationary  consequences.  Forced 
choose  between  inflation  and  a  weak  d 
lar  on  the  one  hand  and  a  slightly  won 
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recession  on  the  other,  the  Fed  has  al- 
ready chosen:  It  will  take  a  modest  reces- 
sion. This  is  not  a  Volcker  decision.  It  is 
a  decision  by  the  entire  Open  Market 
Committee. 

So,  Volcker  or  no,  the  Fed  is  not  going 
to  be  panicked  into  reducing  interest 
rates  when  layoffs  begin  to  mount  and 
the  stores  become  empty.  Should  the  re- 
cession become  really  severe — worse 
than  1974 — the  situation  could  change, 
but  as  things  now  stand  the  Fed  mem- 
bers are  determined  to  deal  a  blow  to 
inflationary  expectations. 

Right  now,  interest  rates  are  high  be- 
cause of  enormous  demand  for  credit  to 
increase  mortgages  and  consumer  in- 
stallment credit,  and  to  pay  for  business- 
men's inventories.  Says  one  Fed  staffer: 
"In  another  six  weeks — sometime  in  Oc- 
tober— this  should  change  and  demand 
should  moderate.  Short-term  rates  will 
fall  even  though  the  Fed  is  not  easing. 
The  tighter  we  are  now,  the  sooner  mon- 
ey rates  will  be  able  to  fall,"  he  adds. 

Volcker  at  work?  The  facts  are  these: 
The  chairman  has  only  1  of  12  votes  in 
the  12-member  Federal  Open  Market 
Committee,  which  includes  all  7  gover- 
nors of  the  board  in  Washington  and  5  of 
the  12  presidents  of  Federal  Reserve 
Banks.  Volcker  has  only  1  of  7  votes  on 
the  Board  of  Governors. 

The  chairman  of  the  board — whether 
Volcker,  Miller,  Burns  or  Martin — sched- 
ules meetings,  conducts  them,  sets  the 
tone  of  the  meeting.  He  is  the  only  one 
permitted  to  interrupt  a  speaker  to  ask  a 
question  and,  especially,  to  argue  a  point. 
Nevertheless,  when  the  final  votes  on 
policy  targets  are  counted,  the  chairman 
has  only  one  vote.  His  power,  therefore, 
is  a  function  of  persuasive  ability. 

"The  chairman  of  the  Federal  Open 
Market  Committee  is  a  first  among 
equals  in  setting  monetary  policy  of  the 
U.S.  He  does  not  make  unilateral  deci- 
sions affecting  credit  targets.  Paul 
Volcker  can't  do  so  any  more  than  G. 
William  Miller  did,"  insists  Monroe 
Kimbrel,  president  of  the  Federal  Reserve 
Bank  of  Atlanta. 

One  of  the  FOMC  members  describes 
the  process:  "The  chairman  will  place  on 
the  table  a  suggested  set  of  policy  targets 
and  ask  how  each  member  feels.  That  is 
when  sides  are  really  chosen.  The  official 
set  of  monetary  and  interest-rate  targets 
is  established  in  this  way — and  voted 
later."  Dissents  from  these  votes  fre- 
quently are  for  "cosmetic"  reasons.  A 
monetary  official  will  want  to  go  on  the 
record  showing  a  position  about  which 
there  are  strong  feelings.  The  dissent 
would  not  be  made  if  it  were  a  potential 
cause  of  dissension. 

"I  have  a  view  going  into  the  meeting 
and  if  it  is  firm,  I  will  stick  to  it,  regard- 
less of  how  much  others  may  argue," 
says  John  Balles,.  president  of  the  Federal 
Reserve  Bank  of  San  Francisco.  "There  is 


always  a  fine  dividing  line  between  when 
you  feel  strongly  about  a  position  and 
will  dissent  and  when  you  will  be  willing 
to  go  along  with  the  majority,"  Balles 
explains. 

In  the  existing  economic  situation  the 
Fed's  freedom  of  action  is  strictly  limit- 
ed— no  matter  who  is  chairman.  The 
facts  going  -into  the  August  meeting  of 
the  FOMC  had  been  well  known.  Infla- 
tion was  rising  at  a  13%  rate  instead  of 
an  anticipated  8%-to-9%  range.  Short- 
term  credit  demands  were  continuing  at 
an  explosive  35%  annual  rate  since  mid- 
year. Money  supply  was  growing  too  fast 
and  would  support  excessive  demands 
for  goods  and  services. 

The  Fed  officials  were  inclined  to  ac- 
cept the  opinion  that  the  recession  will 
be  shallow  and  not  long.  Inventory  spec- 
ulation has  been  modest  although  stock- 


The  Fed  chairman — whether 
Volcker,  Miller,  Burns  or  Mar- 
tin— schedules  and  conducts 
meetings,  sets  the  tone.  Yet 
when  the  votes  on  policy  are 
counted,  the  chairman  has 
only  one.  His  power  is  a  func- 
tion of  persuasive  ability. 

piles  have  accumulated  because  produc- 
tion has  exceeded  sales.  Employment  is 
still  high.  Capital  spending  has  never 
grown  to  excessive  proportions.  Housing 
starts  are  holding  well  above  projections. 
In  other  words,  no  severe  correction  is 
anticipated. 

The  deeply  felt  concern  about  infla- 
tion, however,  did  provide  Volcker  with 
an  opportunity  to  establish  an  image  of 
forcefulness  in  dealing  with  economic 
matters.  Others  within  the  Fed  were 
quite  willing  to  go  along  with  this.  In 
fact,  they  required  very  little  persuasion. 

In  the  real  world,  the  chairman  of  the 
Fed  must  use  his  persuasive  powers  to 
convince  the  others  to  adopt  his  posi- 
tion. Each  of  the  chairmen  in  recent 
years  has  had  a  different  style,  used  dif- 
ferent techniques  to  achieve  his  goal.  Off 
the  record,  FOMC  members  will  agree 
there  have  been  times  when  a  chairman 
was  outvoted  on  his  proposal  and  then 
agreed  to  go  along. 

When  William  McChesney  Martin  be- 
came chairman  of  the  Fed  in  1951,  he 
was  only  45,  but  Martin  was  no  match  in 
central  banking  matters  for  Allan  Sproul, 
the  venerable  head  of  the  Federal  Reserve 
Bank  of  New  York,  who  had  the  weight 
to  dominate  the  discussion. 

Martin  later  said:  "I  decided  right  from 
the  start  that  the  only  way  to  handle  this 
situation  was  to  ask  every  member  of  the 
FOMC  to  state  his  views  about  the  econ- 
omy and  the  policy  to  be  adopted.  When 
the  go-round  was  completed,  I  then  said, 
'As  I  understand  it,  this  is  the  consensus 


of  what  we  want  for  policy  and  we  \| 
vote  on  it.'  Of  course,  I  stated  whaj 
wanted — taking  into  account  what  I  H 
heard  expressed  at  the  meeting — all 
that  was  what  became  policy." 

The  technique  of  Arthur  F.  Burns  <| 
fered  materially.  Burns,  an  old  teacrjl 
was  so  strong  intellectually  that  he  co 
dare  push  an  opinion  right  at  the  st; 
He  would  argue  with  dogged  determi 
tion  until  the  others  consented.  I 
there  were  some  who  would  not  b; 
down.  Andrew  F.  Brimmer,  a  former  g 
ernor  who  now  runs  an  active  consult 
operation  in  Washington,  showed  his 
dependence  once  or  twice  and  was  i 
egated  to  the  Burns  doghouse.  Later  tl 
became  quite  close. 

Miller — who    served    for  .only 
months  until  he  was  appointed  Secret 
of  the  Treasury — showed  a  greater  r 
ance  on  staff  reports  than  others, 
would  start  the  meeting  with  staff 
ports  and  then  very  informally  hj 
members  of  the  FOMC  go  over  the 
ports  and  offer  suggestions  as  to  wh 
various  targets  for  credit  policy — Fede 
fund  interest  rates,  money  supply  mi 
sures,  bank  reserves — should  be  set. 

Each  Federal  Reserve  Bank  preside) 
including  the  seven  nonvoters,  bring 
feel  for  local  conditions. 

Dallas  and  San  Francisco,  for  examjj 
are  known  as  districts  that  are  frequen 
out  of  step  with  the  rest  of  the  L 
Dallas  is  close  to  the  oil-energy  boc 
and  California  has  the  economic  stin 
lus  of  incoming  migration. 

Boston  has  an  academic  point  of  vie 
with  its  district  containing  so  ma 
great  universities.  Frank  E.  Morris,  a  b 
liant  economist  with  a  background 
the  securities  industry  and  in  the  Tr 
sury,  heads  the  Boston  Fed  and  uses  i 
surrounding  resources. 

Each  of  the  presidents  has  a  Id 
meeting  prior  to  the  official  FOMC  c< 
ference  and  any  matter  of  particular  i 
portance  is  sent  to  one  of  the  local  I 
banks  that  has  been  designated  to  c< 
dense  the  information  into  a  so-cal 
Red  book  that  is  then  circulated  to 
FOMC  members.  Board  staff,  me; 
while,  prepares  two  additional  inforn 
tion  sources — a  Green  book  contain! 
staff  economic  projections  and  a  Bl 
book  that  has  estimates  of  financial 
velopments  matched  against  potent 
policy  targets. 

Will  policy  change  because  Pi 
Volcker,  rather  than  Bill  Miller,  sits 
the  head  of  the  table?  Not  likely.  1 
main  determinants  of  credit  policy  v 
be  the  inflation  rate  and  the  value  of  1 
dollar.  Interest  rates  will  likely  rem; 
high  to  restrain  inflation  and  support  l 
dollar.  But  because  of  the  recession  tr 
will  probably  not  go  much  higher.  T 
Fed's  course  is  set  for  the  com! 
months  and  Captain  Volcker  is  not  goi 
to  change  it.  ■ 
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■Today's  Bunker  Ramo 
operates  more  aircraft  in  a 
bay  than  the  average  pilot 
(will  fly  in  a  lifetime. 


■Among  other  things,  a  commercial 
■airplane  is  a  marvel  of  electrical, 
[electronic  and  hydraulic 
[components.  All  of  which  have  to  be 
■connected  to  make  that  airplane 
■operable. 

That's  why  connectors  become  so 
[critical.  And  when  you  consider  that 
[every  commercial  aircraft  requires 
■about  1500,  you  can  easily 
■understand  why  connectors  are  big 
^business  for  Bunker  Ramo. 

Probably  no  connectors  are  better 
i  known  than  those  marketed  by 
Bunker  Ramo  under  the  Amphenol 
name.  Ranging  from  low-cost  simple 
designs  to  the  highest-technology 
j  sophisticated  environmental 
I:  products  for  space  and  defense, 
;  Amphenol®  connectors  are  also 
kserving  the  needs  of  international 
fcustomers  in  business  equipment, 


instrumentation,  federal  technology, 
radio  frequency  communications  and 
telephony. 

To  sustain  and  strengthen 
Amphenol  leadership,  Bunker  Ramo 
invests  heavily  in  new  product 
development  and  in  technologically 
advanced  production  equipment. 

Today,  through  our  well-known 


Amphenol  connectors,  Bunker 
Ramo  has  a  leading  position 
in  the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and  a  growing 
role  in  fiber  optics.  In  addition,  we  are 
a  major  producer  of  the  data 
terminals  and  minicomputers  that, 
together,  comprise  the  information 
systems  widely  used  by  commercial 
banks,  thrift  institutions,  insurance 
companies  and  brokerage  houses. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team.  All 
of  which  is  why  today's  Bunker  Ramo 
is  a  company  that's  on  the  move.  For 
our  latest  financial  reports,  write 
Bunker  Ramo  Corporation,  Dept.  FR, 
900  Commerce  Drive,  Oak  Brook, 
Illinois  60521. 


I BUNKER 
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American  Medical  has  learned  how  to  make 
more  money  without  making  more  beds. 


A  painful 

recovery 


By  Ellen  Paris 


ROYCE  DlENER  COULDN'T  HAVE 
picked  a  worse  time  to  take  on 
the  job  as  president  of  American 
Medical  International,  Inc.,  the  interna- 
tional health-care  service  company. 
"My  first  job  as  president,"  Diener  re- 
members ruefully,  "was  to  tell  the  finan- 
cial wire  services  that  our  long  string  of 
20%  earnings  gains  was  about  to  end." 

That  was  in  1973,  when  AMI  (1978 
revenues,  $419  million)  was  sliding 
downhill  fast.  Like  many  other  small, 
rapidly  growing  companies,  AMI  finally 
had  gotten  ahead  of  itself  The  company 
was  so  busy  building  hospitals  that  it 
hadn't  paused  to  ask  whether  there  were 
enough  patients  to  fill  all  the  new  beds. 
There  weren't. 

So  the  board  decided  to  bring  on  the 
tall,  deeply  tanned  Diener,  a  financial 
consultant  and  an  outside  board  mem- 
ber, to  replace  the  company's  founder, 
U.J.  (Uranus  Jupiter)  Appel.  Diener 
quickly  cleared  up  the  debris— restruc- 
turing management  committees,  tight- 
ening financial  controls  and  generally 
stiffening  lax  management  procedures. 
But  AMI  had  paid  dearly  for  the  error  of 
its  ways.  In  1974  earnings  dropped  28%, 
to  77  cents  per  share,  and  AMI's  stock, 
which  two  years  earlier  had  soared  to 
more  than  $45,  bottomed  out  at  $2.50. 
Earnings  didn't  recover  until  1976.  Since 
then  the  company  has  again  found  a 
place  in  the  business  of  owning  and  man- 
aging medium-size  general  hospitals. 
AMI  now  owns  a  total  of  51  hospitals 
and  manages  6  more,  mostly  in  Califor- 
nia and  elsewhere  in  the  Sunbelt.  They 
provide  the  bulk  of  the  company's  rev- 
enues. But  the  company  is  also  develop- 
ing two  other  small  but  rapidly  growing 
new  sources  of  business,  giving  it  an 
interesting  edge  in  the  private  hospital 
field— foreign  health  care  and  special-ser- 
vice contracts. 

AMI's  1978  earnings  were  $2.53  a 
share,  and  Diener  thinks  ea  rungs  will 


AMI  President  and  CEO  Royce  Diener 

AMVs  hospitals  abroad  bring  in  far 
less  revenue  than  its  big  V.S.  oper- 
ation, but  grow  faster  and  have  much 
better  margins— 13%  vs.  9%. 

reach  at  least  $3. 15  in  the  fiscal  year  that 
ended  Aug.  31,  and  perhaps  $4  for  fiscal 
1980.  Meanwhile,  AMI's  stock  has  re- 
bounded to  30. 

Though  only  7.3%  of  AMI's  current 
revenues  come  from  foreign  health  care, 
operating  margins  at  AMI's  ten  (six 
owned  and  four  managed)  hospitals  in 
Britain,  France,  Switzerland,  South 
America,  Australia  and  Spain  top  13%. 
In  the  U.S.,  where  the  company's  hospi- 
tals have  lower  occupancy  rates,  margins 
hover  around  9% . 

AMI  recently  signed  deals  solidifying 
its  position  in  two  of  the  world's  fastest 
growing  health-care  markets,  Brazil  and 
Venezuela.  In  Brazil  AMI  will  develop  a 
$12  million  health-care  program  for  the 
new  city  of  Ouro  Branco,  400  miles 
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northeast  of  Sa"o  Paulo,  slated  to  becJ 
the  country's  largest  steel-producing  J 
ter.  And  in  Venezuela  AMI  has 
signed  a  contract  in  excess  of  $3  mil 
to  develop  and  ultimately  to  mana; 
150-bed  general  hospital  in  Caracas 
already  had  a  $5  million  contract  the 
train  paramedics. 

AMI's  specialized  health-care 
tracts  offer  hospitals  it  neither  owns 
manages  individual  services  ran 
from  record  keeping  to  operating  e; 
departments.  AMI  currently  has 
such  contracts  (including  multiple  q 
tracts  with  some  hospitals).  The  a 
pany  has  discovered  that  it  can  so 
times  make  more  money  selling  so 
services  separately  than  in  packages, 
rather  go  in  and  say  we  have  some 
vices  that  can  reinforce  your  mana 
ment,"  says  the  silver-haired  61 -year 
Diener,  "than  say  you're  doing  a  lq 
job,  let  us  take  over." 

Diplomacy  isn't  the  only  reason  A 
likes  these  special  contracts.  The  ci 
pany  has  also  found,  to  its  discomfiti 
that  there's  a  price  for  being  too  succ 
ful.  Take  the  case  of  a  southern  Call 
nia  general  hospital  that  several  y« 
ago  was  floundering  around  in  a  Chaj 
XI  bankruptcy.  AMI  stepped  in  as  ft 
time  manager  and  turned  the  hospit 
financial  condition  around  in  one  y) 
As  soon  as  the  hospital  came  oufl 
bankruptcy,  the  owners  removed  A 
from  the  helm,  and  the  hospital  was| 
cently  sold  at  a  handsome  profit. 

Ironically,  that's  how  AMI,  the  old 
publicly  traded  health-care  service  cc 
pany,  got  its  start.  During  the  mid-191 
AMI  was  an  independent  medical  labc 
tory  whose  specialty  was  doing  contl 
work  for  a  number  of  Los  Angeles  ho; 
tals.  When  two  of  the  hospitals  fell  i 
financial  straits,  AMI  owner  U.J.  Ari 
bought  them.  He  soon  discovered  t 
running  hospitals  could  be  more  pro 
able  than  performing  lab  tests.  AMI  k 
its  lab  business  as  a  sideline,  but  w 
into  hospital  management  full  time 
went  public  in  1960. 

During  the  last  ten  years,  AMI 
become  the  nation's  third-largest  hos 
tal  management  company,  trailing  he 
lly  leveraged  Humana  and  Hospital  Cc 
of  America.  AMI's  revenues  have  hi 
550%  since  1969,  and  today  the  cc 
pany  owns  its  own  sleek,  black,  12-stf 
building  in  the  heart  of  Beverly  Hi 
Diener  isn't  doing  too  badly  himself;  1 
year  he  drew  $330,750. 

Analysts  generally  agree  that  AMI 
operating  in  a  25% -annual-growth  ind 
try,  which  bodes  well  for  the  compa 
especially  considering  AMI's  fore 
growth  potential.  "Although  we'd 
foolish  to  neglect  our  domestic  oppor 
nities,"  Diener  says,  "I'd  like  to  see  2<| 
to  25%  of  our  income  from  internatio 
operations."  With  those  13%  marg, 
abroad,  that's  not  surprising.  ■ 
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HOW  TO  GET 
A  FEDERAL  EXPRESS 
COURIER  PAR  TO 
MOVE  REALLY  EAST. 


Recently,  an  Emery  Express 
driver  picked  up  a  package. 

It  was,  oddly  enough,  a  Federal 
Express  Courier  Pak. 

With  an  Emery  Express  sticker. 

Not  so  strange,  however,  when 
you  consider  that  while  Federal 
promises  overnight  delivery,  they 


don't  tell  you  what  time  next  day 
they'll  be  there.  We  do. 

We  deliver  by  1 1  a.m.  or  earlier. 

And  we  also  save  you  money. 
For  5  out  of  6  times,  Emery  is  less 
than  Federal.  And  we're  never  more. 

So  if  you  have  a  package  that 
absolutely,  positively  has  to  be  there 


overnight,  call  and  ask  for  the  people 
more  and  more  Federal  Express 
customers  are  asking  for. 
Emery  Express. 

EMERH 

Express 

The  Miiall  package  service  that  delivers  before  the  11th  hour 


EMERH  Express 


C  0NS<O*l  S  NAMf  AND  ADOSf&S 

Ms.  Sua  j.  ftonny 
1800  Wilton  Ro»d 
C*nnondal«,  Ct. 

Ro««  Enterprise* 
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J 
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Why  a  nice  little  rug  company  calls  itself 
University  Patents  and  worries  about  enhanc- 
ing beta  decay. 


Magic  carpets 


The  Up-And-Comers 


Listening  to  University  Patents, 
Inc.  President  Bill  Miles  talk  about 
his  company  in  one  of  the  more 
affluent  sylvan  glades  in  Norwalk,  Conn, 
is  a  bit  like  listening  to  Scheherazade  tell 
the  tale  of  "Prince  Ahmed  and  Perie- 
banou"  in  The  Arabian  Nights-.  Flying  car- 
pets. Exotic  fruits  never  before  seen  by 
man.  And  many  wondrous  things,  be- 
sides: abundant  energy  that  can  be  ex- 
tracted cheaply  from  common  materials 


.  .  .  with  known  technology!  Even  a  last- 
ing solution  to  tooth  decay! 

Miles,  45,  is  every  bit  as  serious  about 
all  this  as  was  that  legendary  Persian 
princess  trying  to  save  her  life  with  bed- 
time stories  on  each  of  1,001  desert 
nights.  The  carpets?  UPI  gets  95%  of  its 
$12  million  in  sales  and  all  of  its 
$415,299  in  net  income  from  making 
bath  mats  and  area  rugs — and  still  man- 
ages to  trade  over  the  counter  at  75  times 


earnings!  Are  those  not  flying  ca 
Clearly  the  spectacular  multiple  doe: 
result  from  exceptional  profitabilit 
bath  mats:  UPI  earned  just  10.2% 
equity  last  year  (up  from  an  even  1 
distinguished  8.6%  in  1977).  What  tt 
permits  this  humble  rug  merchant 
soar  like  an  eagle?  As  with  Sultan  Sh 
riar's  clever  wife,  the  appeal  of  Univei 
ty  Patents  lies  in  its  ever  more  dazzl 
tales  of  astounding  exotica. 

Besides  making  bath  mats,  Univera 
Patents,  as  the  name  implies,  also  I 
the  exclusive  licensing  rights  to  all  1 1 
technology  that  flows  from  12  colle 
and  universities  (U.  of  Pennsylvania, 
of  New  Mexico,  Illinois  Institute 
Technology  Research  Institute,  U.  of  I 
nois,  U.  of  Denver,  U.  of  Connecticut,! 
of  Colorado,  U.  of  Chicago,  Case  Wj 
em  Reserve  U.,  Arizona  State  U.,  U 
Arizona  and  the  AMC  Cancer  Resea: 
Center  and  Hospital).  That  means  I 
has  the  rights  to  40%  of  the  royalty 
come  that  may  result  from  any  comrn 
cial  products  produced  by  a  combii 
research  budget  of  over  $500  mill] 
(largely  government  funded).  "In  pq 
maceuticals  alone,"  says  Miles,  "UPI  < 
ent  universities  do  more  research 
far — some  $250  million — than  any  dj 
company  in  the  world." 

In  return  for  all  this,  UPI  spends  1! 
than  $1  million  a  year  locating  pate 
able  research  at  client  universities  w) 
six  "campus  representatives"  and  tK 


President  Bill  Miles  of  University  P<  ?/<  -nts 

"Right  now  our  credibility  is  <   <  c<afcly  as  low  as  it  will  ever  be. 
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arning:  The  Surgeon  General  Has  Determined 
| .  hat  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


C  1979  R  )  RfYNOtOb  TOBACCO  CO 


R  100  s.  10  mg.  "tar".  0.8  mg.  nicotine.  FILTER.  MENTHOL 
l'(  j.  "tar".  0.8  mg.  nicotine,  av.  per  cigarette.  FTC  Report  MAY 


- 


II 


The  Vantage  Point 

Where  great  taste  and 

low  tar  meet. 


VANTAGE 


vantagE 


Great  taste  once  belonged 
only  to  high  tar  cigarettes.  Not 
any  more.  The  secret?  The 
special  ly  designed  Vantage  filter 
works  together  with  our  rich 
Flavor  Impact""  tobacco  blend 
to  deliver  satisfying  flavor  in 
every  puff.  That's  Vantage.  Low 
tar  with  a  uniquely  satisfying 
taste.  And  that's  the  point. 


Regular,  Menthol  and  Vantage  100's 


Case  Spans 


h  construction  equipment,  few 
J  an  reach  as  far  as  Case  today.  A 
irowth  leader  in  the  industry, 
i/ase  is  now  the  second  largest 
ionstruction  equipment  manu- 
acturer  in  North  America. 

.ook  at  the  span  of  our  machines. 
Vith  our  Case;  Davis,  Drott  and 
'oclain  lines,  we're  a  leading 
vorldwide  source  of  backhoes, 
yheel  loaders,  dozers,  trenchers, 
;xcavators  and  cranes  —  with 
>ver  1 00  basic  models. 


Through  ouralliance  with  Poclain, 
world  leader  in  hydraulic  excava- 
tors, that  reach  has  been  extend- 
ed into  important  new  markets, 
such  as  mines  and  quarries. 

Reach  in  parts  supply  and  ser- 
vice. Eleven  regional  parts  depots 
are  computer-connected  to  give 
quick,  dependable  service,  form- 
ing the  backbone  of  a  strong 
dealer  network. 


development  and  manufacture 
are  attuned  to  the  growing  needs 
of  the  dynamic  construction  in- 
dustry. We're  doing  something 
about  those  needs  today  and 
reaching  for  answers  to  tomorrow's. 


J I  Case 


Reach  and  grow.  Case  research,      A  Tenneco  Company 


It 

12  floors  above  the  heart  of 
Chicago.  Because  some- 
times you  want  the  world 
at  your  fingertips . . .  and 
sometimes,  a  million  miles 
away. 


THE  RITZ-CARLTON 

CHICAGO 

at  Water  Tower  Place 

a  Rxji  Seasons  Hotri 


Call  your  travel  agent 

or  Illinois  (312)  266-1000 
elsewhere  (800)  621-6906 


Foui  Seasons  Hotels 


trying  to  license  it  to  private  industry 
with  a  seven-man  sales  force  consisting 
of  three  patent  attorneys,  a  patent  agent, 
a  veterinarian,  a  general  attorney  and 
Miles  himself.  "I  think  that's  pretty  good 
leverage,"  says  Miles  with  the  inner 
peace  of  a  poker  player  with  a  full  house 
in  hand.  Unlike  Battelle  Memorial  Insti- 
tute, which'  then  spends  heavily  on  de- 
velopment before  attempting  to  license, 
UPI  doesn't  spend  a  dime  on  develop- 
ment. Should  further  patentable  technol- 
ogy flow  from  development  work  at  the 
university,  funded  by  corporate  licens- 
ees, those  patents  generally  belong  to 
UPI.  UPI's  cut  of  the  royalty  income  is 
almost  three  times  that  of  the  inventor. 

The  fact  that  UPI  has  yet  to  make  any 
money  licensing  this  technology  in  its 
ten-year  history  doesn't  faze  Miles.  Clad 
Texas  Instruments-style  in  an  open-neck 
shirt,  aviator  glasses  and  white  bucks, 
and  framed  against  a  dizzying  abstract 
wall  covering,  Miles  is  the  image  of  the 
"can  do"  spirit.  "The  only  enemy  I  see  is 
time,"  he  says,  sounding  strangely  like 
Andrew  Carnegie.  "Right  now  our  credi- 
bility is  probably  as  low  as  it  will  ever  be. 
Because  we  don't  have  profits,  people 
have  to  take  it  all  on  faith.  But  to  argue 
that  controlling  half  a  billion  dollars' 
worth  of  research  can't  produce  very  sub- 
stantial earnings  for  this  company  .  .  . 
say  $10  a  share  [as  opposed  to  1978's  18 
cents  a  share]  ...  I  really  ...  I  have 
trouble  intellectually  believing  ...  I 
mean,  I  can't  find  any  argument  on  the 
other  side  of  that.  Because  our  costs 
won't  go  up.  Our  staff  is  at  about  the 
level  it  should  be." 

University  Patents'  credibility  was 
even  lower  back  in  1972,  when  Miles 
took  over.  "They  had  come  about  as 
close  as  you  can  get  to  burying  the  com- 
pany," he  says.  "You  see  back  in  1968, 
12  fairly  prominent  members  of  the  Chi- 
cago business  community — including 
Nate  Cummings  of  Consolidated  Foods, 
Derald  Ruttenberg  of  Studebaker-Wor- 
thington  and  Bob  Straus  [now  deceased], 
the  former  chairman  of  the  American 
National  Bank  in  Chicago — got  together 
and  bought  stock  in  the  patent  adminis- 
tration division  of  the  U.  of  Illinois  Foun- 
dation that  wanted  to  go  commercial." 

Puzzled  as  to  how  best  to  invest  the  $2 
million  in  proceeds  short  term,  UPI's 
former  management  was  persuaded  by 
UPI  board  member  Leonard  Spacek,  then 
managing  partner  of  Big  Eight  auditors 
Arthur  Andersen  &  Co.,  to  acquire  Regal 
Rugs,  a  privately  held  company  audited 
by  Andersen  that  Spacek  knew  was  on 
the  block.  (To  avoid  conflict  he  resigned 
from  UPI's  board  before  the  acquisition.) 
Regal  would  be  a  nice  cash  cow  for  UPI, 
Spacek  argued.  And  UPI  management 
agreed,  perhaps  a  bit  too  enthusiastically. 
"At  the  time  Regal  was  doing  less  than 
$5  million  gross  and  UPI  paid  over  $2 
million  for  it,  which  was  a  very  high 


price,"  Miles  recalls  with  some  disdj 
(In  fact,  the  ten  times  multiple  was 
sonable  at  the  time.) 

Then  the  old  UPI  management,  hi 
ed  by  Robert  Merriam,  a  onetime  Ei 
hower  aide,  started  making  some  seri 
mistakes.  First  Merriam  staffed  up  hi 
ily  to  monitor  developments  in  spe( 
technologies  for  major  corporatii 
There  were  virtually  no  takers.  T 
Merriam  started  soliciting  inventi 
from  the  general  public.  "That's 
mining  for  low-grade  ore,"  says  M: 
"because  you'll  be  inundated  by  pe< 
who  are  very  naive.  It  might  cost 
$200  to  $250  to  determine  whethei 
invention  is  any  good,  and  out  of  1, 
those  you  might  find  3  that  are  good 
that  five  years  later  will  start  p'roduc 
royalty  income.  So  you're  eaten  by  y 
overhead.  And  they  were." 

The  predictable  result:  "Regal  Ri 
was  milked  very  badly,"  says  Miles.  I 

By  1970  Merriam  was  out  and  I 
retired  employees  were  running  UPI  o 


"To    argue    that  controU&A 
Haifa  billion  dollars'  worth 
research  can't  produce  sill 
stantial  earnings  for  this  coJ 
pany  .  .  .  say  $10  a  share  (  \ 
opposed  to  1978's  18  cei 
share)  ...  I  have  trouble 
lectuaily  believing  ...  J  meal 
I  cant  find  any  argument  <| 
the  other  side  of  that." 


caretaker  basis,  struggling  to  get  UPI  l 
of  default  on  its  debentures.  The  sit)| 
tion  appeared  desperate. 

Enter  Bill  Miles,  then  director  of  coll 
mercial  development  for  IBM  in  chaf 
of  all  IBM's  patent  activities,  licensi  I 
acquisitions,    divestitures,  tradema:! 
and  copyrights.  Miles  in  1971  was  in  i 
process  of  obtaining  the  rights  for  IBM 
the  Plasma  Display  Matrix,  a  compu 
display  technology  that  may  replace  ( 
familiar  cathode-ray  tube  because  it  d« 
not  flicker,  does  not  require  compu 
memory  space  and  is  far  less  bulky. 

After  lengthy  discussions  IBM  goi 
license  for  plasma  display  technology 
U.  of  Illinois  invention)  from  UPI,  a 
UPI  got  Bill  Miles  as  its  new  chief  exet 
tive  plus  $1.7  million  to  date  in  royalt 
I virtually  its  only  meaningful  hit  thus  i 
accounting  for  about  75%  of  royalty 
come  last  year). 

Why  did  Bill  Miles  leave  the  security 
IBM,  where  he  had  worked  for  17  yea 
just  to  take  over  a  marginal  little  co 
pany  with  a  rotten  track  record  anc 
sickening  balance  sheet?  Not  for  t 
money.  Miles'  $85,000  salary  isn't 
much  as  he  was  making  at  IBM  back 
1972  (although  thanks  to  a  sharp  run 
in  UPI  stock,  Miles  has  made  a  killing 
the  stock  market).  It's  the  old  sto 
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For  Marine  Midland  Bank,  this  kind  of  transaction  is  all  in  a  day's  work. 
We're  an  international  network  of  bankers  doing  business  in  the  largest  money  centers 
in  the  world,  for  the  largest  corporations  in  the  world,  all  over  the  world. 
So  wherever  you  need  us,  count  on  us.  You'll  get  the  response  that's  right  for  you. 

TELL  IT  TO  THE  MARINE 

MARINE  MIDLAND  BANC®,,.,,,,, 

New  York  City,  Buffalo,  Miami,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  lakarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Riode  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


Miles  did  it  for  the  challenge.  "They  had 
identified  what  I  thought  were  several 
significant  technologies,"  he  says,  "and  I 
saw  that  you  could  take  $50  million 
worth  of  technology,  which  was  what 
the  U.  of  Illinois  did  at  the  time,  and 
expand  it  to  $500  million  worth  of  tech- 
nology by  taking  in  other  university  cli- 
ents so  that  you'd  have  a  critical  mass.  It 
sounded  fascinating." 

But  why  not  simply  start  up  his  own 
technology  brokerage  company  without 
all  the  financial  headaches  of  UPI?  "Very 
simple,"  Miles  replies  crisply.  "Universi- 
ty Patents  may  have  had  only  one  client, 
U.  of  Illinois,  but  it  was  a  base.  Once  that 
university  was  happy  with  your  ser- 
vice— and  they  weren't  when  I  took 
over — you  could  use  them  as  references. 
It  was  very  hard  in  the  beginning  to 
persuade  universities  to  give  us  exclusive 
licensing  rights  to  their  technology.  But 
the  process  gets  easier  and  easier  once 
you  get  that  second  university." 

One  of  the  first  things  Miles  did  after 
taking  over  at  UPI  was  to  have  a  $1.35 
million  public  offering  so  UPI  could  keep 
its  hands  out  of  the  till  at  Regal  Rug, 
which  was  in  shaky  condition  at  the 
time.  Then,  as  he  set  about  mending 
fences  at  the  U.  of  Illinois  ("nobody  from 
UPI  had  visited  them  in  over  a  year,"  he 
recalls)  and  pressing  his  licensing  effort, 
he  began  to  worry  about  a  takeover. 

"There  was  a  time  in  late  1974  when 
you  could  probably  have  acquired  a  con- 
trolling interest  in  UPI  for  $4  million  to 
$5  million,"  he  says.  "The  insurance 
companies  who  held  our  debentures 
wanted  to  get  out,  and  the  U.  of  Illinois 
Foundation  had  a  very  large  block  that 
they  didn't  feel  they  should  own."  The 
solution  was  a  secondary  offering  .  .  .  and 
a  little  drumbeating.  "Sure,  I  tried  to 
persuade  Wall  Street  this  was  a  company 
with  a  great  future,"  he  says.  "And  I  had 
some  success." 

Too  much  success,  some  might  argue. 
On  lune  14,  1977  the  Securities  &  Ex- 
change Commission  began  investigating 
trading  in  UPI  stock,  which  after  quintu- 
pling in  value  to  31  in  just  a  year  and  a 
half  had  suddenly  collapsed  9  points  in 
one  day.  "That's  got  to  be  manipula- 
tion!" says  Miles.  "There  was  nothing 
any  different  at  the  end  of  that  week 
than  at  the  beginning.  People  got  ex- 
tremely fascinated  with  some  rumors 
that  were  started  about  our  energy  tech- 
nology, which  we  still  have.  Then  one 
day  there  were  some  rumors  circulating 
that  the  thing  didn't  work  .  .  .  the  stock 
went  Zap!  There  was  a  lot  of  short-sell- 
ing. It  was  just  a  bad  scene." 

While  it  is  not  surprising  that  UPI 
shares  became  the  plaything  of  specula- 
tors (after  all,  it  is  not  just  a  "story"  stock 
but  an  entire  collection  of  stories,  with 
close  to  60  inventions  licensed  and  a 
stockpile  of  hundreds  more,  running  ail 
the  way  from  new  types  of  watermelons 


to  tooth  decay  retardants.),  it  is  a  bit 
surprising  that  Miles  sold  out  a  substan- 
tial personal  position  (10,000  shares)  in 
UPI  quite  close  to  the  1977  alltime  high 
of  31,  netting  over  $200,000. 

But  Miles  argues  that  the  timing  of 
that  sale  was  largely  accidental.  Certain- 
ly he  does  not  appear  to  have  abandoned 
hope  for  the  alluring  "energy  technolo- 
gy" that  he  says  caused  all  the  excite- 
ment. "It's  from  Dr.  Howard  Reiss  at  the 
U.  of  Arizona,  who's  a  highly  regarded 
nuclear  and  atomic  physicist,"  he  says 
with  such  a  total  lack  of  excitement  in 
his  voice  he  might  be  reading  from  a 
telephone  directory.  "It  is  a  theory  about 
how  to  enhance  beta  decay.  Decaying 
matter  gives  off  energy.  If  one  could  ac- 
celerate or  enhance  that  beta  decay.  .  .  .* 

"We  reviewed  this  theory  with  Hans 
Bethe,  a  Nobel  laureate  in  physics;  John 
Wheeler,  the  dean  of  American  physi- 
cists; and  Edward  Teller.  Bethe  says  it 
wouldn't  work.  Wheeler  says  it  would. 
And   Teller   hasn't   said.    [Teller  told 


"It's  just  incredible  that  com- 
panies aren't  interested  in 
ideas  this  attractive.  I  guess 
it's  much  safer  just  to  do  noth- 
ing than  to  risk  saying,  'I 
think  we  ought  to  do  it'  and 
then  have  it  turn  out  to  be  a 
sham  of  some  kind.  I  mean 
IBM  turned  down  xerogra- 
phy .  .  .  twice." 


Forbes  the  process  isn't  technically  fea- 
sible now.]  Now,  if  our  inventor  is  right, 
you  have  fuel  resources  ten  times  the 
size  of  all  fossil  fuel  combined.  You'd 
have  a  low-radioactivity  reactor  that  car- 
ries no  risk  of  catastrophic  failure — all 
that  would  happen  in  his  reactor  if  the 
process  were  interrupted  is  that  you'd 
have  a  lump  of  rock  that  has  no  shielding 
requirements  and  leaves  no  radioactive 
waste  materials.  And  if  the  theory  is 
sound  it  could  be  put  into  practice  in 
about  five  years,  since  it  uses  standard 
kinds  of  hardware." 

Miles  calls  the  theory  "a  long  shot" 
and  admits  that  "it  may  turn  out  not  to 
work."  What  disturbs  him,  however,  is 
that  no  U.S.  company  is  willing  to  spend 
SI  million  to  verify  it.  "I  can  remember 
being  at  Westinghouse  with  a  roomful  of 
their  nuclear  physicists.  Our  inventor 
made  a  full  day's  presentation.  They 
asked  him  every  question  they  could 


'Beta  decay  (one  vanity  of  radiation)  occurs  when  the 
nucleus  of  an  atom  emits  an  electron,  which  releases 
energy  Some  man-made,  highly  unstable  atoms  do  this 
spontaneously,  but  they  don't  last  long  Most  atoms  won't 
decay  at  all  unless  "nudged  "  I'Pl's  process,  on  paper, 
provides  that  nudge — an  extra  "spin"  to  the  nucleus — by 
means  of  a  giant  electromagnetic  field  T)>e  electrons  thus 
re/eased  plow  into  other  atoms  in  the  reactor,  and  the 
collisions  release  heat  whid)  can  produce  steam  for 
electricity  It's  safe.  Because  the  atoms  used  don't  decay 


think  of.  In  summary  they  said,  \ 
only  objection  is  it's  too  good  to  be  tJ 
They  never  did  anything. 

"At  General  Electric  we  still  hau 
gotten  an  evaluation.  We  wrote  to  Ex 
Science  &  Technology  and  they 
they  had  never  heard  about  the  techn 
gy  and  it  didn't  sound  like  somethim 
their  area  of  interest.  I  mean  if  we  v 
crazy  men  .  .  .  okay?  That  would  be 
thing.  But  the  letters  we  wrote  indicj 
that  someone  of  the  stature  of  [ 
Wheeler  thought  the  theory  was  soi 
To  do  an  optimum  experimental  ve 
cation  might  cost  $1  million.  You  cai 
a  cheap  and  dirty  one  for  less.  But 
takers.  Incredible!" 

Nor  is  such  glacial  indifference  fi 
major  corporations  confined  to  beta 
cay,  Miles  goes  on,  still  speaking  evi 
and  precisely,  without  a  hint  of  emot 
"We  also  have  an  oil  shale  and  tar  s 
recovery  process  from  Illinois  Institut 
Technology  Research  Institute  that  < 
gests  an  estimated  cost  of  $7  to  $1 
barrel.  We  invited  all  the  oil  compai 
to  a  symposium,  made  a  very  com] 
hensive  presentation,  but  when  it  cs 
time  to  put  together  a  $5  million  conj 
tium  there  were  no  takers.  The  only  » 
objection  raised  at  the  meeting  wasj 
25-cents-a-barrel  royalty  rate.  One 
said,  'Jesus  Christ!  You're  going  to  m 
$50  million  a  year!'  I  said,  so  what?  W 
are  you  going  to  make?  I  mean  it's  $1 
barrel  at  the  wellhead.  But  they  w 
really  hung  up  about  those  royalties.  Is 
we  do  finally  have  an  outside  comp 
interested,  and  the  U.S.  Departmeni 
Energy  has  funded  part  of  it.  So  we're 
and  running,  but  it's  just  incredible  t 
companies  aren't  interested  in  ideas  i 
attractive.  I  guess  it's  much  safer  jusii 
do  nothing  than  to  risk  going  to  man; 
ment  and  saying,  'I  think  we  ought  tc 
it' — and  then  have  it  turn  out  to  h 
sham  of  some  kind.  I  mean  IBM  tun 
down  xerography  .  .  .  twice.  But  I  do 
know  anyone  who  ever  got  fired  becai 
of  that." 

Miles  says  he's  not  discouraged.  " 
member,"  he  says,  "it  took  Chester  C 
son  a  full  13  years  to  get  his  first  licen 
for  xerography  .  .  .  then  he  made  %. 
million." 

Just  what  you'd  expect  a  technoli 
broker  to  say.  The  trouble  is  for  ev 
Chester  Carlson  there  have  been  cou 
less  inventors  who  never  made  a  di 
from  their  discoveries  .  .  .  and  countl 
investors  who  lost  heavily  reaching 
"the  next  Xerox."     — Geoffrey  Sm: 


naturally,  the  reaction  stops  the  instant  the  powi 
turned  off  And  any  stray  beta  rays  can  be  stoppet 
human  slew  It's  cheap  Vie  seven  mineral  isotopes  I 
as  raw  materials  are  abundant  in  nature  fin  the  gm 
or  in  sea  water)  Ti)e  catch  Some  scientists  beliet  d 
electromagnetic  field  needed  to  make  the  process  I 
nomical  will  hare  to  be  1,000  times  larger  than  anyj 
so  far  produced — and  i  er\'  large  fields  can  ibrou\ 
hefty  sparks  which  may  melt  or  fracture  the  very  elem 
they're  supposed  to  harness. 
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WE'VE  GOT  A  SMALL  SUCCESS 

ON  OUR  HANDS. 


In  just  a  few  months  this  Pitney  Bowes  $1895  desk-top  copier  has 
become  a  best-seller. 

Businesses  of  all  sizes  have  discovered  that  here,  at  last,  is 
a  machine  that  delivers  great-looking  copies  at  a  price  they  can 
afford.  A  copier  that's  convenient,  flexible,  easy  to  maintain  and 
service. 

The  secret  of  our  success?  Simple  engineering.  The  458  dry 
tone  copier  omits  costly  temperamental  built-ins  that  lower-volume 
users  don't  need.  Since  you  don't  buy  frills,  you  don't  pay  to  keep 
them  working.  And  you  save  from  less  down  time-often  the 
greatest  economy  of  all. 

For  a  free  demonstration  in  your  own  office,  contact  your 
Pitney  Bowes  representative  or  consult  the  Yellow  Pages.  You, 
too,  can  enjoy  our  success. 

H  Pitney  Bowes 


Pitney  Bowes  1795  Crosby  Street  Stamford  CT  06904  Over  600  sales  and  service  points  throughout  the  U  S  and  Canada  Postage  Meters.  Mailing  Systems, 

Copiers.  Labeling  and  Price  Marking  Systems  GSA  Contract  No  GS-00S-45138 


Why  is  there  n< 


A\  in  this  drum? 


Unlike  a  lot  of  other  drums  we  make,  this  one  isn't 
designed  to  carry  petroleum,  paint  or  chemical 
products. 

This  is  the  remarkable  Sterilpac1  container,  de- 
veloped by  City  Investing 's  Rheem  Manufacturing 
Company. 

It  carries  food. 

A  revolutionary  idea. 

Once  the  conventional  container  for  food  processors 
was  the  number  ten  can,  which  holds  about  three 
quarters  of  a  gallon. 

Tomato  paste  and  puree,  pizza  sauce,  chili  sauce, 
concentrated  apricots,  apples,  peaches  and  pears- 
all  went  into  those  number  ten  cans. 

But  opening  thousands  of  these  cans  made  as 
much  sense  as  peeling  tons  of  potatoes  by  hand. 

So  we  came  up  with  the  Sterilpac  drum,  a 
55-gallon  steel  container  with  an  electrolytically 
tin-plated  interior. 

It  not  only  brought  about  substantial  savings 
in  freight,  handling,  labor  and  disposal  costs.  But 
it  changed  completely  the  way  a  lot  of  processed 
food  is  shipped. 

How  Sterilpac  protects  quality. 

For  example,  consider  the  tomato  paste  producer 
who  supplies  a  frozen  pizza  company. 

At  the  cannery,  tomatoes  are  cooked  and  steri- 
lized, concentrated  into  a  paste,  cooled,  rilled  into 
Sterilpac  containers. 

Without  the  Sterilpac  container,  the  canner 
would  have  to  fill  his  number  ten  cans,  then  sterilize 
them. 

With  Sterilpac,  everything  takes  place  in  a 
closed,  aseptic  system,  so  purity  is  safeguarded. 

The  paste  in  the  Sterilpac  container  retains 
color,  consistency  and  taste.  And  so  does  the  pizza 
that  uses  it. 

Better  thinking  builds  better  drums. 

Curiously,  the  greatest  strain  on  a  drum  bottom 
doesn't  come  from  the  weight  of  its  contents.  It 
comes  from  the  stresses  of  vibration  during  shipping. 

So  we  designed  and  patented  (U.S.  Patent  No. 
3339793)  a  stress-proof  drum  bottom  that  resists  the 
vibrations  that  cause  hairline  cracks. 

The  result?  Drums  that  resist  splits.  Drums  that 
resist  leakage  and  seepage.  Drums  so  strong  they 
can  be  sold,  recycled,  and  used  again  for  a  variety 
of  different  products. 

We  developed  a  Centrifugal  Lining  Process  that 
applies  durable,  protective  coatings  to  the  interiors 
of  drums  and  pails.  These  protect  sensitive  products 
from  contamination  by  contact  with  metal. 

We  developed  the  unique  Rheemcote  color  litho- 
graphic process  that  prints  lasting  colors,  instruc- 
tions and  promotional  messages  directly  on  to  the 
drum  itself.  Not  on  a  paper  label. 


The  world's  largest  manufacturer 
of  steel  shipping  containers. 

Innovations  like  these  have  made  us  the  world's 
largest  manufacturer  of  steel  shipping  containers. 

And  our  experience  in  industrial  packaging 
helped  us  gain  leadership  with  two  kinds  of 
plastic  pails. 

First,  a  five  gallon  polyethylene  pail  for  very 
sensitive  and  expensive  fluids.  When  it's  emptied, 
less  than  V4  ounce  of  liquid  remains.  That's  unique. 

Second  is  an  "open  head"  plastic  pail  with  a 
cover  that  won't  come  off  accidentally.  Yet  it's  com- 
pletely removable  and  strong  enough  to  hold  a 
vacuum.  That's  unusual. 

Our  companies  profit 
from  good  ideas. 

No  wonder  Rheem  operations  form  a  strong,  depend- 
able cornerstone  at  City  Investing.  We  manufacture 
containers  at  16  plants  in  the  United  States  and 
Puerto  Rico,  three  in  Canada,  and  at  most  of  our 
70  plants  in  19  countries  around  the  world. 

The  products  are  basic.  Demand  is  year-round. 
And  the  skills  that  put  us  on  top  in  drums  have 
also  made  Rheem  the  world's  largest  producer  of 
water  heaters.  And  one  of  the  nation's  major  pro- 
ducers of  high-efficiency  air  conditioning  systems. 

Meeting  basic  needs  is  basic  to  our  thinking.  A 
belief  in  basics  guides  the  profitable  growth  of  other 
City  Investing  operations. 

In  insurance,  our  Home  Group  is  a  major  prop- 
erty and  casualty  underwriter,  specializing  in  poli- 
cies tailored  to  business  needs. 

Through  our  majority-owned  GDV,  Inc.,  we  plan 
and  develop  entire  communities,  and  are  a  major 
builder  of  single  family  houses  and  mobile  homes. 
GDV  is  also  a  major  food  services  company. 

To  learn  more  about  us,  just  clip  the  coupon. 
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John  Herndon,  Vice  President 
City  Investing  Company,  Dept.  SC 
767  Fifth  Avenue 
New  York,  New  York  10022 

Dear  Mr.  Herndon: 

Please  send  me  more  information  on: 

□  Rheem  Steel  Shipping  Containers 

□  City  Investing  Company 

Name  


1 


Address — 

City  

Stale  

Telephone 


.  Zip. 


F9/79  | 


c  City  Investing 


Spraying  chemicals  on  suburban  lawns  is  an 
easy  business  to  get  into.  But  careful  Chem- 
Lawn  has  avoided  the  fly-by-night  image  and 
given  the  industry  "credibility." 


A  green  machine 


The  Up-And-Comers 


WHEN  FORMER  Pittsburgh  Pirates 
pitcher  Steve  Blass  moved  his 
family  to  the  Upper  St.  Clair 
suburb  of  Pittsburgh  six  years  ago,  his 
wife,  Karen,  wasn't  happy  with  the  lawn 
around  their  home.  "The  soil  is  mostly 
clay  and  rock  and  there's  bad  drainage," 
she  says.  "We  tried  to  take  care  of  it  for 
three  years  ourselves,  but  it  never  looked 
anywhere  near  as  good  as  our  lawn  in 
Connecticut."  Today  it  looks  consider- 
ably better.  In  1977  the  Blass  family  be- 
came the  first  on  their  block — but  not 
the  last — to  retain  the  services  of  Chem- 
Lawn  Corp.  of  Columbus,  Ohio,  a  firm 
devoted  to  making  big  money  by  fulfill- 
ing the  great  suburban  ideal  of  a  pest- 
free,  springy,  emerald-green  lawn. 

What  do  the  Blasses— and  675,000  oth- 
er families  across  the  country — get  for 
the  $120  or  so  they  pay  every  season? 
ChemLawn  sprays  their  grass  with  her- 
bicides, insecticides  and  fertilizers  four 
to  six  times  a  year.  That's  all.  Mowing 
and  seeding,  the  labor-intensive  parts  of 
lawn  care,  remain  the  individual  home 
owner's  responsibility. 

One  awestruck  suburbanite  likens 
ChemLawn's  modus  operandi  to  a  "com- 
mando raid."  A  youthful,  uniformed 
"lawn  specialist"  (the  average  Chem- 
Lawn employee  is  26  years  old)  hops  out 
of  the  company's  green-and-white 
chemical  tank  truck,  showers  the  grass 
with  a  liquid  mixture  of  nitrogen,  phos- 
phates and  potassium  as  well  as  insecti- 
cides and  herbicides — as  the  season  dic- 
tates— and  departs  within  20  minutes. 

That  method  has  made  ChemLawn 
the  market  leader  in  the  S2  billion  lawn- 
care  industry.  The  industry  has  been 
growing  at  25%  to  30%  a  year,  and 
ChemLawn  has  grown  even  faster — 
from  under  $10  million  in  sales  in  1973 
to  $64  million  last  year,  or  45.6%  com- 
pounded, to  probably  $85  million  the  fis- 


cal year  ending  this  October.  Over  the 
same  period,  earnings  grew  42.7%  and 
return  on  equity  averaged  64%.  All  that 
growth  hasn't  come  free:  ChemLawn's 
balance  sheet  is  highly  leveraged. 

ChemLawn  is  basically  a  marketer  of 
chemicals,  not  too  different  from  ITT's 
subsidiary,  O.M.  Scott  &  Sons  Co.  Both 
buy  insecticides  and  fertilizers  from  Her- 
cules, Allied  Chemical,  Dow,  Diamond 
Shamrock  and  others.  The  difference  is 
ChemLawn  delivers  and  applies  the 
chemicals,  while  Scott  just  packages  and 
distributes  them  through  retailers.  More- 
over, ChemLawn  gets  the  retailers' 
mark-up  as  well,  while  its  delivery  sys- 
tem eliminates  the  cost  of  packaging. 

People  in  the  lawn-care  industry  like 
to  say  that  there's  not  much  price  differ- 
ence between  buying  the  ChemLawn 
service  and  applying  the  chemicals  your- 
self. That's  not  exactly  true.  Top-of-the- 
line  brands,  like  Scotts  and  Ortho,  could 
cost  the  home  owner  anywhere  from  S65 
to  $100  for  a  5,000-square-foot  lawn.  For 
that  much  coverage,  ChemLawn  would 
charge  $75  to  $110.  And  many  of  its 
direct  competitors  charge  somewhat 
less.  But  with  a  direct-to-the-grass  ser- 
vice, the  Blasses  don't  have  to  do  the 
work  themselves — or  even  think  about 
it.  It's  like  a  utility. 

ChemLawn's  lawn  specialists  also 
solve  such  special  problems  as  chinch 
bugs  or  noxious  weeds  like  curly  dock. 
And  if  the  specialist  can't  solve  it,  he 
sends  soil  samples  to  a  company  lab  or 
calls  in  an  agronomist — free.  "A  good- 
looking  lawn  is  our  best  advertisement," 
says  Jack  Van  Fossen,  ChemLawn's  41- 
year-old  ex-lawyer  president. 

ChemLawn's  position  as  the  market 
leader  works  for  its  competitors  as  well, 
because  it  gives  the  whole  lawn-spraying 
business  "credibility,"  as  one  competitor 
put  it.  That  was  the  objective  of  the 


founder,  Richard  L.  Duke,  a  chansm 
entrepreneur  who  died  of  a  heart  at 
two  years  ago,  at  48.  Pictures  of  Dul 
well  tanned  and  silver-haired — han 
every  ChemLawn  work  place:  execu 
offices,  branch  offices,  laboratories 
greenhouses.  Wrote  one  employee  a 
Duke's  death:  "He  was  the  Vince  L 
bardi  of  my  life." 

Duke  started  ChemLawn  in  1966 
cause  customers  of  his  family  gan 
center  and  sod  farm  in  Troy,  Ohio  li 
asking  how  to  fertilize  or  spray  for  b 
Applying  powerful  chemicals  to  g( 
can  be  a  delicate  operation.  Most  he 
owners  have  probably  muffed  it  oi 
possibly  damaging  their  lawns.  So  \ 
not  do  it  for  them? 

Duke  designed  a  chemical  tank  tr 
and  applicator  and  created  a  logo. 
1969  lawn  care  was  much  more  pre 
able  than  his  nursery  business,  whicr 
sold  off.  The  next  year  Duke  brou 
ChemLawn  public — but  to  a  lim: 
market— by  issuing  30,000  shares 
stock  to  customers  and  employees  ai 
a  share.  Each  of  those  shares,  after 
equivalent  of  a  15-for-l  stock  split 
now  worth  $41  over  the  counter.  Sd 
ChemLawn  truck-driver  sharehok 
are  now  wealthy  men,  at  least  on  pap 

So,  too,  is  Merrill  C.  Berman,  a  N 
York  private  investor  and  the  man  v 
took  H&R  Block  public  for  Blyth  E; 
man  Dillon  back  in  1966,  when  he  w; 
junior  analyst.  Berman,  who  manage 
$15  million  family  portfolio  out  o 
lithograph-filled  office  overlooking 
East  River  in  midtown  Manhattan,  1 
been  looking  for  another  "great"  serv 
company  ever  since.  Berman  discove 
ChemLawn  last  summer  and  now  c 
trols  5%  of  its  2.4  million  shares  a 
standing.  "I  fell  in  love  with  it  at  f: 
sight,"  he  says. 

The  feeling  Was  not  mutual.  Ch3 
Lawn  did  not  make  it  easy  for  Berman 
get  his  initial  12,000  shares  (at  S 10' 
task  that  took  him  two  months.  "Wr 
it  became  evident  we  wouldn't  get  a 
more  at  that  price,"  Berman  says, 
asked  for  a  stockholder  list."  The  co 
pany  refused.  It  had  long  ago  refusec 
takeover  bid  by  ITT  in  1971,  and  seve 
more  the  year  Duke  died. 

So  Berman  filed  a  13D  and  placec 
tender  offer  notice  in  the  Dayton  a 
Columbus  newspapers.  "The  SEC  peo] 
had  never  seen  this  type  of  situati 
before,"  he  muses.  "But  ChemLawn  h 
certain  legal  problems  because  they  w 
almost  in  the  position  of  being  a  marl 
maker  dealer."  Previously,  ChemLa^ 
employees  had  to  post  notices  in 
ChemLawn  branches  in  order  to  buy 
sell  stock.  Sometimes  it  took  months. 

Panicked,  ChemLawn  agreed  to  let  s 
securities  firms  trade  the  stock  over  t 
counter:  Berman,  in  effect,  took  a  coi 
pany  which  had  been  just  technica 
public  and  forced  it  into  the  marketpla< 
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BARCLAYS  BANK  HELPS 
NINA  RICCI  BRING 
THE  FRENCH  STYLE  TO  JAPAN 


Barclays  Bank  International  has 
a  long  tradition  of  special  and 
personal  service  to  entrepreneurial 
family  businesses  such  as  Parfums 
Nina  Ricci  of  Paris. 

We  help  them  expand  their 
business  internationally,  whilst 
understanding  and  respecting  their 
individuality. 

Within  the  twenty  years  that 
Nina  Ricci  have  banked  with 
Barclays  in  Paris,  they  have  become 
a  world  leader  in  perfumes. 
Throughout,  they  have  maintained 


their  character  as  a  family  business. 
They  have  also  retained  their 
freedom  of  action . . .  and  their 
Frenchness . . .  and  their  style. 

Today,  Nina  Ricci  have  success- 
fully introduced  their  world-famous 
fragrances  into  fashion  conscious 
Japan,  and  into  the  United  States 
and  Australia. 

We  can  help  your  company  in  all 
these  countries  because  we  have 
our  own  people  and  our  own 
branches  worldwide  where  they  are 
needed  tor  international  business. 


We  can  help  in  Paris,  Tokyo, 
New  York  and  Sydney.  In  Buenos 
Aires  and  Frankfurt.  And  in  Toronto, 
Sao  Paulo  and  Dubai... 

The  Barclays  International 
group  is  in  more  than  75  countries. 
In  all  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


Over  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY  10017.  Telephone  (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111  .Telephone  (415)  981  8090. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213)  385  1501. 
Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West, Toronto,  Ontario  M5L  lG2.Telephone  (416)  862  0594. 


ChemLawn's  President  Jack  Van  Fossen 

Making  long  green  by  keeping  lawns  green. 


He  is  still  buying  and  believes  Chem- 
Lawn  is  still  a  bargain  at  41 — even 
though  that's  30  times  last  year's  earn- 
ings and  23  times  the  $1.80  a  share  ex- 
pected this  year.  Why  does  he  endorse 
this  outrageously  high  multiple?  "There 
are  48  million  private  homes  in  the  U.S. 
and  Canada,"  he  shrugs.  "That's  a  $5 
billion  to  $6  billion  market,  which  I 
think  they  can  get  15%  of." 

ChemLawn  isn't  as  nervous  as  it  once 
was  about  its  big  outside  stockholder. 
"We  no  longer  see  him  as  sinister," 
smiles  Van  Fossen.  Translation:  Berman 
isn't  trying — he  isn't  able — to  take  over 
ChemLawn,  as  it  is  still  54% -owned  by 
the  Duke  family.  Another  reason  may  be 
that,  because  Berman  stirred  up  all  that 
fuss,  Van  Fossen 's  own  18,000  shares 
(plus  options  for  42,000  more)  are  worth 
some  $2.2  million. 

Why  hasn't  ChemLawn  faded  away 
like  many  another  pioneer  in  a  gorgeous, 
easy-to-get-into,  easy-by-hindsight  busi- 
ness? One  reason  may  be  that  it  has 


refused,  until  recently,  to  do  any  fran- 
chising so  it  could  control  quality  of  ser- 
vice. That  meant  accepting  lower  earn- 
ings while  it  plowed  large  sums  into  ex- 
pansion. In  1975,  for  instance,  sales  went 
up  50%  despite  the  deep  recession.  Earn- 
ings, however,  were  down  44%,  because 
of  the  cost  of  doubling  ChemLawn's 
branch  offices — from  19  to  40.  That  paid 
off  the  following  year:  With  sales  volume 
up  60%,  earnings  tripled. 

"Dick  Duke  had  an  unusual  attitude 
toward  the  employees,  which  we  believe 
in  maintaining,"  says  the  soft-spoken 
Van  Fossen.  "He  felt  we  had  to  employ 
them  year-round,  pay  them  well  and 
make  sure  they  were  proud  of  what  they 
were  doing."  So  ChemLawn  puts  its 
money  into  extensive  training  programs 
for  all  its  employees  during  the  slow  win- 
ter months.  Also,  to  help  pass  the  time, 
it  supplies  branch  offices  with  pool  tables 
and  a  custom-decorated  bus  that  employ- 
ees can  use  for  recreational  trips  or  to 
visit  central  ChemLawn  facilities,  like 


the  greenhouse  and  soil-testing  center 

ChemLawn  has  two  and  sometin 
more  competitors  in  every  one  of  its 
markets.  (The  firm  now  has  120  co 
pany-owned  branches  and  two  years  i 
began  a  modest  franchising  program 
smallish  cities,  like  Kalamazoo  and  El 
using  employees.)  Some  of  the  comp| 
ing  firms  have  been  started  by  ex-e 
ployees,  like  Easy  Lawn  Corp.,  found 
in  1976  by  four  former  ChemLawn  pi 
pie.  Other  competitors  are  franchise  cl 
erations  like  Lawn  Doctor,  Lawn-A-M 
Lawn  Medic  and  Lawn  King. 

Franchising  would  seem  to  be  a  natu 
for  this  business,  but  ChemLawn  cc 
tends  that  those  who  took  that  route  h 
difficulty  controlling  quality.  Consists 
cy  in  lawn  care  doesn't  work  the  way 
does  with  hamburgers.  Says  Van  Fosse 
"Turfs  are  different  from  market  to  m. 
ket.  We  have  our  agronomists  and  c 
testing  labs  make  sure  the  formula 
right  from  region  to  region." 

ChemLawn's  way  of  entering  n« 
markets  is  cautious  and  low  cost, 
doesn't  blanket  a  new  area  with  tele 
sion  advertising.   "If  we  started  o 
branch  in  Boston  it  would  be  foolish 
advertise  on  TV  or  radio,"  says  Van  Fc 
sen.  "We  might  have  three  trucks  the 
and  we'd  get  customers  all  over  the  Bo 
ton  suburban  area.  The  trucks  would 
be  spraying.  They'd  spend  their  tir 
driving  all  over  the  place."  So  Chei 
Lawn  finds  a  good  suburban  target,  le. 
lets  a  concentrated  area  and  builds 
clientele  a  lawn  at  a  time. 

That  would  hardly  sit  well  with  eag« 
beaver  franchisees  in  this  low-marg 
business.  ChemLawn's  net  margin  w 
5.1%  last  year.  But  contrast  this  with 
few  of  the  major  franchisers — like  Lav 
King  and  Lawn-A-Mat,  both  of  whv 
have  been  in  and  out  of  Chapter  XI  or 
feuds  with  franchisees  who  refuse  to  p 
royalties  when  parent  companies  doi 
meet  obligations  to  provide  new  equi 
ment  and  television  advertising. 

Duke  brought  in  Van  Fossen  in  1974 
run  day-to-day  operations  so  he  hims« 
could  develop  new  wrinkles.  Some 
those  are  starting  to  bear  fruit — like  tl 
ChemScape  division  to  spray  trees  ai 
plants  for  an  additional  $120  a  year.  (V; 
Fossen  expects  a  third  of  their  custome 
eventually  to  take  the  service.)  Cher 
Lawn  is  also  testing  a  do-it-yourse 
spray  system  in  Indiana.  A  new  divisic 
for  commercial  lawn  maintenance 
headquartered  in  Atlanta,  and  a  law 
irrigation  branch  and  a  farm-consultn 
division  are  in  experimental  stages. 

So  far,  ChemLawn  has  been  able 
charge  up  to  10%  more  than  most  cor 
petitors.  But  can  the  company  keep  it  i 
as  price-cutters  move  in?  ChemLav< 
showed  them  how,  but  it  may  be  tough 
in  the  future  for  the  company's  gree 
machine  to  keep  on  growing  like  a  nic 
healthy  lawn.  — Sharon  Re« 
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The  Finance  Market 
Explosion 

World  trade  and  investment  are  now 
multi-trillion  dollar  annual  activities.  In 
the  first  5  months  of  this  year,  for 
example,  U.S.  exports  alone  were  running 
at  an  annual  average  rate  of  $165.2 
billion,  while  imports  were  at  a  rate  of 
$188.8  billion  —  the  markets  needed  to 
finance  such  substantial  trade  obviously 
have  to  be  large.  Today  they  are  also 
most  sophisticated. 

The  international  capital,  money  and 
currency,  markets  have  developed  in  a 
largely  unplanned  fashion.  In  part  their 
growth  has  been  due  to  the  imposition  at 
times  of  exchange  controls  by  individual 
nations,  by  huge  payments  imbalances, 
by  severe  economic  strains  undermining 
the  fixed  currency  rate  system  and  hosts 
of  other  factors. 

Today  debt  is  daily  being  issued  in  a 
broad  variety  of  currencies,  in  a  broaeL 
variety  of  maturity  dates  and  in  a  wide 


assortment  of  yield  arrangements  —  from 
floating  rates  to  convertible  bond  issues. 

Last  year,  according  to  Morgan  Guar- 
anty el, ltd,  now  activity  in  the  medium- 
term  Euro-currency  bank  credit  and  inter- 
national bond  markets  reached  a  record 
of  $104  billion  —  a  gain  on  1977  of  nearly 
40  percent. 

The  center  of  the  international  debt 
market  used  to  clearly  be  London,  but 
new  rival  centers  have  grown  up,  such  as 
Hong  Kong,  Singapore,  the  Bahamas  and 
the  Middle  East.  Europe  presently  prob- 
ably accounts  for  about  70  percent 
today,  with  London's  share  of  the  whole 
down  to  about. 35  percent,  say  informed 
bankers. 

The  Euro-markets  have  grown  at  a 
staggering  pace.  Morgan  Guaranty  fig- 
ures suggest  that  the  net  size  of  the  Euro- 
currency.market  grew  from  $14  billion  to 
$50  billion  between  1964  and  1969  and 
now,  a  decade  later,  it  is  ten  times  as 
great  at  least.  How  much  currency  is 
traded  each  day  in  the  markets? 


Nobody  can  estimate  with  any  accu- 
racy at  all  just  how  large  the  currency 
market  itself  has  become.  Typical  deals 
between  brokers  and  banks  run  any- 
where from  one  million  dollars  upwards 
and  the  daily  turnover  for  a  European 
broker  can  easily  be  between  one-half 
and  one  billion  dollars  —  guesses  have 
been  made  suggesting  that  on  an  average 
day  global  currency  trading  volume  is 
anywhere  between  $.30  and  $50  billion. 
Such  guesses  are  nonsense.  First  of  all 
nobody  knows.  Secondly,  there  is  no  such 
thing  as  an  average  day. 

The  size  of  the  markets  keeps  rising 
for  a  whole  variety  of  reasons  and  there 
are  dangers  that  the  increases  may  be  too 
swift,  unleashing  new  inflationary  pres- 
sures and  overwhelming  the  relatively 
few  top  professionals  who  guide  these 
markets  so  well. 

An  illustration  of  growth  is  the  great 
acceleration  seen  in  1978  in  fund  out- 
flows from  the  U.S.  —  a  product  of  a  weak 
dollar,  elimination  of  foreign  reserve 
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requirements,  slow  domestic  U.S.  credit 
demand,  a  large  U.S.  payments  deficit 
and  aggressive  U.S.  banking  action. 

The  Bank  for  International  Settle- 
ments noted  in  its  annual  report  that  last 
year  "external  assets  reported  by  banks 
in  that  country  (the  U.S.)  rose  by  $36  4 
billion,  by  far  the  largest  increase  yet  re- 
corded. Although  liabilities  also  showed 
very  substantial  growth,  the  banks'  net 
external  asset  position  doubled  from 
$14.5  to  $29  billion." 

This  bank,  which  is  primarily  owned 
by  central  banks,  added  that  "the 
increase  in  net  claims  (last  year  of  U.S. 
banks)  amounted  to  as  much  as  $19.4 
billion." 

The  international  markets  are  dy- 
namic and  complicated.  They  offer  great 
opportunities  even  for  purely  domestic 
corporations  and  grasping  these  oppor- 
tunities is  a  major  challenge.  For  the  indi- 
vidual, or  even  the  corporate  treasurer, 
the  growing  International  Monetary  Mar- 
ket on  the  Chicago  Mercantile  Exchange 
represents  a  clearly  visible  means  of  see- 
ing the  currency  markets,  both  for  spot 
prices  and  forward  rates,  in  action. 

Foreigners  Invade 
The  U.S. 

Foreign  competition  here  is  worrying 
many  U.S.  bankers.  The  foreigners  seem 
to  be  everywhere  —  charging  after  the 
biggest  American  firms  and  the  smallest 
retail  customers 


Source:  The  Conference  Board.  New  York 


Paul  A.  Volcker,  then  President  of  the 
New  York  Federal  Reserve  Bank,  noted  in 
June  that  when  recent  take-overs  are 
counted  then  the  total  U.S.  assets  of 
foreign  banks  here  amounts  to  more  than 
$140  billion,  representing  about  10  per- 
cent of  all  assets  booked  at  U.S.  banking 
offices. 

Volcker  added  that  "in  the  area  of 
commercial  lending,  their  portion  of  the 
market  is  more  than  13  percent  nation- 
wide, roughly  doubling  in  the  past  seven 

years." 

Why  have  the  foreign  banks  sought  so 
forcefully  to  expand  here? 

There  are  many  answers,  including 
the  following: 

—  America  is  the  largest  single  national 
market  and  foreign  banks  are  keen  to 
get  part  of  the  action  here  —  it  pays. 

—  U.S.  laws,  now  partly  changed,  gave 
foreign  banks  here  some  distinct  ad- 
vantages, enabling  them  to  avoid  re- 
serve requirements  and  open  branches 
in  numerous  states. 

—  Expansion  in  the  U.S.  has  been  a  logi- 
cal step  for  many  banks  that  have 
grown  rapidly  in  their  home  countries 
and  in  other  overseas  markets  in 
recent  years. 

—  Foreign  banks  have  felt  it  essential  to 
compete  here  as  U.S.  banks  have 
become  more  active  abroad  —  at 
end-1978  there  were,  after  all,  about 
270  foreign  banks  in  London,  103  in 
Paris,  98  in  Tokyo  and  over  90  in 
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—  Foreign  corporations  have  seen  tre- 
mendous investment  opportunities  in 
the  U.S.  and  foreign  banks  have  in 
many  cases  followed  their  biggest 
domestic  corporate  clients  to  Ameri- 
can shores 

The  foreign  banking  explosion  here  is 
no  more  than  a  part  of  the  foreign  invest- 
ment boom  taking  place  here.  Cumula- 
tive foreign  investment  here  totalled  $34 
billion  in  real  estate  and  manufacturing 
plant  at  the  end  of  1977,  rose  to  over  $40 
billion  last  year  and  is  expected  to  ex- 
ceed $45  billion  at  the  end  of  this  year, 
according  to  a  Forbes  survey  (April  2). 

The  combined  sales  of  the  100  largest 
foreign  investments  in  the  U.S.,  accord- 
ing to  Forbes  tables,  amounted  to  $113 
billion  last  year.  The  Conference  Board 
reported  in  May  that  foreign  firms 
announced  86  new  U.S.  manufacturing 
projects  in  the  first  quarter  of  this  year 
and  "altogether,  foreign  companies  re- 
ported 358  new  investments  here  in  1978, 
the  largest  yearly  total  since  the  end  of 
World  War  II  " 

In  the  1960s  the  biggest  American 
banks  seemed  to  dominate  the  global 
banking  stage,  but  much  has  changed 
since  and  the  incredible  growth  of  some 
foreign  banks  made  it  inevitable  that 
they  would  seek  to  enjoy  this  huge 
domestic  market.  Citicorp  noted  in  its 
annual  report  that  "in  1968  six  of  the  10 
largest  money  center  banks  in  the  Free 
World  were  based  in  the  United  States 
By  1977  the  number  of  U.S.  banks  in  the 
top  10  was  down  to  three." 

Citicorp  went  on  to  note  that  "of  the 
50  largest  banks  in  1968,  15  were  U.S. 
banks.  By  1977,  only  9  U.S.  banks  were 
among  them.  Despite  the  size  of  the  U.S. 
economy  at  year-end  1977  Japan  had 
more  banks  among  the  top  50  than  did 
the  U.S." 

Serving  multinational  corporations  is 
essential  for  international  banks  and, 
according  to  foreign  bankers,  about  50 
percent  of  the  world's  1,000  largest  firms 
have  their  head  offices  here  —  so  of 
course  the  foreign  banks  are  scrambling 
over  each  other  to  get  into  this  country. 

In  recent  years  banks  like  Barclays, 
National  Westminster,  Standard  Char- 
tered and  Lloyds,  have  bought  large  exist- 
ing chains  of  branches  in  this  country 
The  acquisitions  have  reflected  a  basic 
long-term  optimism  in  this  country  and 
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|i  W.  Michael  Brown,  Finance  Director,  The  Thomson  Organisation. 


As  Finance  Director  of  The  Thomson 
Organisation,  Michael  Brown  must 
manage  the  financial  resources  and 
help  assure  the  profitability  of  a  large 
and  rapidly  growing  British  company 
with  interests  in  publishing,  travel 
and  petroleum. 

Thomson  publishes  The  London 
Times,  regional  newspapers,  books, 
and  magazines.  The  company  owns 
Thomson  Travel  and  its  subsidiary 
Britannia  Airways,  and  through  an 
association  with  the  Occidental 
Consortium,  is  involved  in  the 
development  of  oil  fields  in  the 
North  Sea. 

So  Michael  Brown  must  have  in- 


David  A.  Moring,  Vice  President,  Chemical  Bank. 
Photographed  at  The  Thomson  Organisation,  London. 

Britannia  Airways  lease  a  Boeing 
737-200  in  minimum  time. 

According  to  Brown,  Moring  and 
his  team  get  things  done  because 
they  don't  have  to  go  back  to  the  head 
office  for  approval  on  every  decision. 

Obviously,  Michael  Brown  works 
with  other  international  banks.  But 
David  Moring's  understanding  and  the 
bank's  flexibility  are  two  important 
reasons  his  company's  relationship 
with  Chemical  Bank  continues  to 
grow.  That's  what  usually  happens 
when  corporate  officers  get  together 
with  Chemical  bankers.  And  what  re- 
sults is  bottom  line  benefits  for  both 
the  company  and  the  bank. 

ChemicalBaink 

Member  FDIC 

Main  Office:  20  Pine  Street.  New  York,  N  Y  10005  Our  Worldwide  Network  Abidjan,  Bahrain,  8angkok,  Beirut.  Birmingham.  Bogota,  Brussels,  Buenos  Aires, 

Cairo,  Caracas.  Channel  Islands.  Chicago.  Dubai.  Edinburgh,  Frankfurt,  Hong  Kong,  Houston  (affiliate),  Jakarta.  London.  Madrid,  Manila.  Mexico  City.  Milan,  Monrovia, 

Montreal.  Nassau,  Paris,  Riode  Janeiro,  Rome.  San  Francisco,  Sao  Paulo.  Seoul,  Singapore,  Sydney,  Taipei.  Tehran.  Tokyo,  Toronto.  Vancouver,  Vienna,  Zurich 


depth  financial  knowledge  not  only 
about  Thomson's  products,  but  about 
the  countries  in  which  Thomson 
operates.  His  Chemical  banker, 
David  Moring,  must  have  the  same. 

Working  closely  with  Brown, 
Moring  and  his  team  of  Chemical 
bankers  have  provided  Thomson's 
publishing  interests  with  multi- 
purpose, multi-duration  credit 
facilities  in  six  local  currencies  when 
required.  In  a  half-hour  meeting,  they 
thrashed  out  agreement  in  principle 
on  a  medium-term  loan  for  North  Sea 
oil  development.  Through  Chemco 
International  Leasing,  a  Chemical  Bank 
subsidiary,  they  helped  Thomson's 
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ITS  WORKING 
IN  THE 
CITY  OF  LIGHT... 

...and  in  Chicago  and  Hong  Kong  and  in  the  inmost 
reaches  of  Africa  as  well.  It's  part  of  our  total  banking 
philosophy  —  proven  credit  alternatives  combined 
with  premier  operations  support. 

In  Paris,  for  example,  our  subsidiary, 
Manufacturers  Hanover  Banque  Nordique,  is  a  leader 
in  serving  the  credit  needs  of  medium  and  large 
corporations  interested  in  doing  business  with 
Scandinavia  and  the  U.S. 

Our  London-based  merchant  bank, 
Manufacturers  Hanover  Limited,  has  been  a  consistent 
leader  in  Eurobond  financing,  and  in  managing  or 
co-managing  bank  loans  and  public  issues. 

The  cash  management  services  of  our  Dutch 
affiliate,  BankMendes  Gans,  have  proven  in  day-to-day 
operations  to  be  unsurpassed  for  quality,  timeliness 
and  accuracy.  Ranging  from  domestic  lock  box  to  a 
multilateral  clearing  system,  cash  management  at 
Manufacturers  Hanover  is  fully  integrated  to  service  the 
needs  of  corporations  worldwide. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards  —  anywhere  in  the  world. 


"...Manufacturers  Hanover  is  totally 
committed  to  being  the  global  bank  for 
business  —  a  leading  lender  and 
a  leading  operating  partner  as  well." 

John  F.  McQUIicuddy 

Chairman  and  Chief  Executive  Officer 
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its  economic  potential.  Explaining  the 
take-over  of  a  New  York  bank  earlier  this 
year  a  British  banker  noted  that  "I  didn't 
suddenly  wake  up  one  morning  and 
decide  it  would  be  a  good  idea  to  buy  a 
bank  here." 

He  explained  that  "we  see  this  acqui- 
sition as  part  of  our  overall  strategic  plan 
for  taking  our  group  not  only  into  the 
eighties,  but  through  to  the  next  century." 

The  Federal  Reserve  Board  and  the 
Comptroller  of  the  Currency  have  wel- 
comed the  foreign  bank  expansion  here. 

By  and  large  the  foreign  banks  build- 
ing-up here  are  top  class  institutions, 
some  of  which  are  directly  owned  by 
foreign  governments.  The  great  majority 
of  the  foreign  banks  here  are  acutely 
aware  that  to  prosper  they  must  be  seen 
as  good  corporate  citizens. 

A  few  individual  foreigners,  notably 
from  the  Middle  East,  have  captured 


headlines  by  making  purchases  of  shares 
in  relatively  modest  banks,  such  as  the 
National  Bank  of  Georgia  or  the  Bank  of 
the  Commonwealth  in  Detroit.  It  is  diffi- 
cult to  determine  just  what  the  motiva- 
tion behind  such  acquisitions  is,  but  so 
far  these  foreign  owners  appear  to  have 
operated  here  in  a  prudent  and  sound 
manner. 

The  foreign  banks  have  tended  to 
concentrate  in  Illinois,  California  and 
New  York.  Some  states  have  prevented 
foreign  banks  from  opening  offices.  The 
barriers  to  foreigners  are  crumbling  now 
and  these  banks  from  abroad,  like  the  big 
U.S.  money  center  institutions,  are 
sweeping  across  the  nation. 

Those  bankers  who  oppose  the  for- 
eign bank  expansion  here  are  essentially 
those  who  fear  competition.  Those  who 
plead  for  tough  regulatory  restrictions  on 
foreign  banks  here  fail  to  appreciate  that 
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KOREAN  RE  grew  38%  in  1978  to  reach 
premium  income  of  236  million  U.S.  dollars. 

Reinsure  your  security  with  KOREAN  RE. 
We  can  accept  up  to  1.5  million  U.S.  dollars 
per  risk  in  any  territory. 

Internationally,  KOREAN  RE  is  accepted  by 
over  650  companies  in  71  countries. 

Contact  us  to  find  out  how  efficient  KOREAN 
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TELEX 

K23182  +  K24241 

CABLE 

KOREINS  SEOUL 

PHONE 

260-3011/4011 


OVERSEAS 


LONDON  (01)626-6880 
6889 

NEWY0RK(212)233-3252 

3253 

TOKYO  (03)201-1673 

HONG  KONG  5-229706 

SINGAPORE     95341  -3 

KUALA  LUMPUR  428111 
428350 
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FOREIGN  BANKS'  PRESENCE 

IN  THE  UNITED  STATES 

Number  of 

foreign  banks 

Total  Assets  of 

Year         with  offices  in  U.S.* 

U.S.  offices 

($  Billions) 

December  72  54 

26.8 

December  73  61 

37.3 

December  74  72 

55.9 

December  75  77 

64.3 

December  76  75 

75.7 

December  77  114 

93.7 

December  78  135 

129.5 

April  79  144 

126.0 

'These  numbers  refer  to  the  foreign  parent  owners  of  U.S. 

banking  offices,  many  foreign  parent  organizations  conduct 

banking  operations  through  more  than  one  U  S  office. 

Source:  The  Federal  Reserve  Board 

<OREAN  REINSURANCE  COMPANY 


retaliation  on  American  banks  would  be 
swift  by  overseas  banking  authorities. 

The  foreign  banks  are  generating 
competitive  benefits,  strengthening  for- 
eign investment  and  trade  growth  and 
offering  U.S.  corporations  outstanding 
opportunities  in  international  markets 

So  You  Want  To  Use  The  Markets 

Finding  the  best  financing  terms  may 
be  crucial  in  determining  whether  a  firm 
wins  a  contract  and  sometimes  the  best 
terms  are  available  through  foreign  mar- 
kets. Obtaining  the  best  financing  clearly 
strengthens  the  balance  sheet.  But  how 
to  ensure  that  the  best  financing  is  avail- 
able to  your  corporation? 

Today  the  corporate  executive  is  king 
in  the  world  of  finance.  Competition 
between  banks,  whether  within  the  U.S. 
or  the  international  market,  is  so  intense 
that  the  corporate  executive  can  almost 
play  one  bank  off  against  another  to 
secure  the  best  service  at  the  lowest 
rates. 

The  financing  burden  can  be  partly 
relieved  by  the  U.S.  Government  when  it 
comes  to  export  deals.  Slowly  the  White 
House  is  grasping  the  simple  fact  that  the 
prospects  of  economic  stability  here  are 
enhanced  by  a  more  aggressive  U.S. 
export  drive.  Last  year  the  life  of  the 
Export-Import  Bank  was  extended 
through  1983  and  this  institution's  com- 
mitment authority  was  raised  by  $15 
billion  to  $40  billion. 

Some  of  the  risk  in  international  busi- 


Foreign  exchange: 

A  word  with  the  key  Swiss  bank 
could  open  the  way  for  you. 


Foreign  exchange  is 
hardly  foreign  to  us!  Swiss 
Bank  Corporation  is  a  recog- 
nized leader  in  the  volatile 
and  often  confusing  world  of 
foreign  exchange,  and  our  ex- 
pertise could  lead  to  signifi- 
cant savings  for  you. 

Unlike  many  institutions,  Swiss  Bank  Corporation 
has  been  active  in  foreign  exchange  for  many  years.  We 
have  carefully  put  together  one  of  the  best  teams  of  Amer- 
ican and  Swiss  FX  experts  anywhere.  With  a  network  of 
offices  throughout  North  America,  Europe,  Asia  and  the 
Middle  East,  we  are  continuously  in  touch  with  inter- 
national financial  developments  as  they  occur.  This  means 
that  your  international  exposure  is  always  being  looked 
after,  24  hours  a  day,  throughout  the  world. 

In  addition  to  providing  purely  financial  services, 
Swiss  Bank  Corporation  sponsors  seminars  and  work- 


Pictured.  left  to  right  Peter  Skorpil.  Deputy  Chief  Trader. 
Peter  Wehrh,  VP  and  Chief  Trader  and  AntomeFavre.  Corporate  Advisory  Service 


shops  that  highlight  such 
topics  as  Foreign  Exchange 
Exposure  Management,  In- 
terpretation of  Political  and 
Economic  Events  and  How 
They  Affect  the  Markets, 
and  The  Euro- Markets.  Our 
seminars  and  workshops  have 
achieved  a  world-wide  reputation  for  technical  compre- 
hensiveness. 

We  have  served  the  American  business  community 
for  40  years  with  offices  now  in  New  York,  San  Francisco, 
Chicago,  and  Atlanta.  Our  New  York  office  alone  has  a 
staff  of  over  700  dedicated  professionals  ready  to  meet 
your  banking  needs. 

So,  if  your  company  could  benefit  from  the  expertise 
of  a  major  international  banking  group,  consider  Swiss 
Bank  Corporation.  Our  keys  have  been  opening  financial 
doors  around  the  world  since  1872. 


Swiss  Bank  Corporation 


Main  Office  U.S.A.:  New  York,  Four  World  Trade  Center,  10048. 

212/938-3500. 

Branches:  Chicago,  150  S.Wacker  Drive,  60606,  312/346-0350  and  San 
Francisco,  1 20  Montgomery  St. ,  941 04 , 41 5/434-2640. 
Agency:  Atlanta,  235  Peachtree St. ,  N.E.,  30303, 404/522-1600 
Representative  Offices:  Houston,  One  Allen  Center,  77002,  713/658- 
0561 ,  Los  Angeles,  800  W.  Sixth  St.,  90017, 213/489-5900 


INTERNATIONAL 
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ness  projects  can  be  offset  as  well  for 
corporations  by  governmental  insurance 
programs.  In  some  key  political  risk  areas 
Lloyds  of  London  offers  insurance  cover- 
age and,  more  recently,  so  too  does  the 
A.I.C.  organization  in  New  York. 

But  it  is  in  the  financial  markets  and 
by  sifting  the  rival  merits  of  banks  that 
some  companies  can  make  the  best 
gains.  Stephen  Sohn,  the  manager  of 
project  financing  at  United  Technolo- 
gies, noted  at  a  banking  conference  in 
May  that  all  manner  of  banks  are  con- 
stantly knocking  at  his  company's  doors. 
"Certain  banks  are  better  than  others  in  a 
particular  part  of  the  world.  We  evaluate 
this  expertise  and  many  times  we  find 
foreign  financial  institutions  or  special- 
ized consortium  banks  to  be  more  apt  to 
do  a  financing  in  certain  nations." 

Sometimes  special  factors  play  a  key 
role  in  selecting  a  bank.  One  institution 
may  have  detailed  experience  in  just  the 
right  technical  area,  another  will  not  deal 
with  the  country  that  a  manufacturer 
wants  to  trade  with  (some  problems  have 
been  experienced,  for  example,  with 
South  Africa  on  this  score),  other  banks 
will  not  handle  military  projects. 

Often  a  corporation's  traditional  and 
trusted  bank  just  cannot  compete.  Sohn 
noted  that  "probably  35  percent  of  all 
our  financings  are  with  non-line  banks." 

Some  firms  turn  their  backs  on  foreign 
trade  fearful  of  the  complexities  of  cur- 


rency deals  This  should  no  longer  be  a 
problem.  Most  banks  should  be  able  to 
handle  the  technical  financing  matters  in 
an  export  deal.  What  is  involved  in  such  a 
transaction? 

An  American  firm  might  conclude  an 
export  sale  with  an  African  importer,  but 
may  be  uncertain  about  the  importer's 
credit-worthiness.  The  importer's  bank 
might  provide  a  letter  of  credit,  but  the 
American  exporter  might  still  be  anxious. 
So,  to  secure  the  deal,  in  steps  an  Ameri- 
can bank,  respected  by  the  exporter,  that 
has  a  correspondent  relationship  with  the 
importer's  African  bank  and  is  willing  to 
add  its  own  confirmation  stamp  to  the 
letter  of  credit. 

Or,  to  take  another  common  instance, 
the  American  bank  might  lend  dollars  to 
the  African  bank,  which  will  then  be 
loaned  to  the  African  importer,  who  will 
then  pay  for  his  goods  in  the  currency 
most  desired  by  the  American  exporter. 

But  payment  on  some  deals  can  be 
delayed  and  currency  risks  can  generate 
concern  for  an  exporter.  In  today's  mar- 
kets, there  is  no  difficulty  using  the  for- 
ward markets  to  hedge  for  a  short  time 
the  currency  risks  that  could  arise.  But 
what  of  periods  of  several  years? 

Banks  have  recently  sought  to  find 
ways  todeal  with  this  difficulty  and  some 
solutions  are  now  being  found.  For  exam- 
ple, Roberto  Mendoza,  a  Vice  President 
at  Morgan  Guaranty,  outlined  an  interest- 


ing case  at  the  Seatrade  Conference  in 
March. 

He  stated  that  "last  year  a  Latin 
American  company,  whose  exports  are 
invoiced  mainly  in  dollars,  purchased 
some  French  equipment,  which  was 
financed  by  a  French  franc  denominated 
export  credit  with  a  final  maturity  of 
more  than  13  years.  It  was  able  to  hedge 
the  resulting  exchange  risk  —  the  long 
dollar,  short  French  franc  position  —  by 
entering  into  a  series  of  contracts  to  buy 
francs  against  dollars  at  future  dates  at 
specified  forward  exchange  rates. 

"Thus  it  determined  in  advance  the 
precise  cost  of  the  project  in  dollar  terms, 
since  it  had  hedged  all  of  its  French  franc 
obligations,  both  principal  and  interest, 
for  the  full  13  year  term  of  the  export 
credit.  The  transaction  amounted  to 
more  than  $200  million." 

New  types  of  foreign  financing  meth- 
ods, serving  to  reduce  risk  for  trading  and 
investing  companies  and  enable  them  to 
use  their  funds  most  effectively,  are 
being  devised  at  a  hectic  pace.  Given  the 
banking  services  now  available  to  firms 
there  is  no  reason  why  any  corporation 
should  feel  intimidated  about  treading 
into  international  waters. 

And  just  as  currency  risks  can  be  mini- 
mized in  trade  and  investment  deals,  so 
they  can  be  held  to  a  minimum  in  direct 
financing  operations.  With  rates  con- 
stantly changing  and  with  global  finan- 
cial markets  now  so  intertwined,  it  makes 
sense  for  large  and  medium-size  firms  to 
thoroughly  investigate  the  possibilities  of 
using  the  full  array  of  Euro-markets. 
Often  financing  here  can  be  cheaper, 
after  all  these  unregulated  markets  are 
not,  for  example,  shackled  by  central 
bank  minimum  reserve  requirements. 

The  Law  Changes 

G.  William  Miller,  then  Federal 
Reserve  Chief,  hailed  the  International 
Banking  Act,  approved  exactly  one  year 
ago,  as  "landmark  legislation,"  because 
it  established  the  principle  of  "national 
treatment"  —  the  principle  that  each 
country  should  treat  foreign  banks  as  it 
treats  its  own. 

The  Act  stripped  away  some  special 
advantages  enjoyed  here  by  foreign 
banks.  No  longer  will  foreign  banks  be 
able  to  open  branches  in  more  than  one 


GEOGRAPHICAL  DISTRIBUTION  OF  ASSETS  AND  LIABILITIES 
OF  MAJOR  FOREIGN  BRANCHES  OF  U.S.  BANKS 


Region  and/or 
country  of 
customer* 
Europe 
Canada 

Latin  America  & 

Caribbean 
Asia 
Africa 
Oceania 
Unallocated* 
Grand  total  excluding 

the  U.S.,  Puerto  Rico 

&  U.S.  dependencies 
United  Stalest 
Puerto  Rico  and  U.S. 

dependencies 

Grand  Total 


(in  millions  of  dollars) 


3/31/78 
101.456 
3,705 

45.293 
37,304 
6  865 
1,598 
3,101 


1S9.322 
11,113 


N.A. 
210,435 


Assets 


3/31/79 
106,511 
3,956 

52.553 
39,981 
7,786 
1,454 

6,917 


219,158 
21,614 

2,339 
243,11! 


Liabilities 


3/31/78 
84.408 
4,271 

24,831 
35,286 

3,027 
193 

4,497 


156,513 
51,296 

N.A. 
207,809 


3/31/79 
91,962 
5,083 

32,431 
41,659 
3,007 
206 

10,293 


184,641 
54,946 

1,975 
241,562 


'includes  international  organizations 

tincludes  Puerto  Rico  and  U  S  dependencies  before  June  1978 


Source  Ferfwai  Reserve  Board 


Ending  with  the  year  1978,  Manufacturers'  those  needs,  they  come  to  us  in  large 
five-year  average  annual  return  on  numbers.  And  bring  along  all  their 
shareholders'  equity  was  20.22%.  That  banking  business.  Checking,  savings, 
makes  us  a  very  profitable  bank.  But  C.D.'s,  even  equipment  leasing.  Which 
we're  also  very  liquid.  And  that  makes  creates  a  constant  influx  of  new  and 
us  very  unusual.  very  profitable  business. 

How  do  we  do  it?  We  m  h  jfM^W^l  W  A  bank  that  can  turn 
specialize.  By  design,  our  jHjtf^^Wkjky  liquidity  into  profitability 
customers  are  primarily     PTim^^^  is  rare,  indeed.  Manufactur- 

small  and  medium-sized    ■  B  ^mtr    ▼  ▼       ers  has  done  it  with  the  help 

businesses  and  ^fll^k^  MfflfflE  W&k  A  ^  MHJPr  °* a  imicIue  mar" 
professional  peo-  m     mHk|  Tm   Mk    Ikl  ftf:      keting  strategy, 

pie .  T  hey  have  a    ^^^^1^1  Um^I^I  '^^^         we've  done 

constant  need    ^B^^  ■    i  WBtk    HbI  m  it  so  well,  we're 

for  short-term  commercial  HRIM  B  B^  ^  901  one  of  the  most  profitable 
loans.  Because  we're  HK  W^B^^k  banks  in  California.  Year 

always  prepared  to  meet  U  ^^^B^B^J  after  year  after  year. 


LIQUIDITY  INTO 
PROFITABILITY. 

(YEAR  AFTER  YEAR  AFTER  YEAR.) 

20.22% 

Five  year  average  return  on  shareholders  equity. 
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Write  or  phone  Alex  Alt,  Vice  President,  for  1978  annua!  report 
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MANUFACTURERS 

not  just  another  bank 


U.S.  state,  when  U.S.  banks  remain 
limited  to  the  one-state  rule. 

Most  importantly,  the  Act  has  opened 
the  way  for  a  full  examination  of  the 
American  banking  system,  fora  review  of 
an  antiquated  system  that  in  many  re- 
spects no  longer  appears  in  tune  with  the 
sophistication  of  multinational  com- 
merce. Some  U.S.  banks  have  fallen 
behind  foreign  rivals  because  they  have 
been  severely  limited  in  their  domestic 
expansion.  Sears,  Roebuck  can  preside 
over  a  national  financial  empire,  through 
its  millions  of  credit  card  holders  and  the 
largest  stock  brokers  are  in  a  similar 
happy  position,  but  the  biggest  banks  are 
forced  to  concentrate  their  retail  efforts 
on  just  one  state,  plus  foreign  markets 

A  strong  national  banking  system 
would  undoubtedly  help  strengthen  the 
U.S.  export  effort  and  provide  better 
services  to  American  communities  and 
individuals  that  have  for  too  long  been 
served  by  crusty  monopolistic  institu- 
tions. 

A  potentially  tremendous  step  in  the 
right  direction,  instigated  by  inter- 
national pressures  and  developments, 
was  taken  recently  by  the  Federal  Re- 
serve Board  The  green  light  has  been 
given  for  interstate  branching  by  U.S. 
banks  for  dealings  that  primarily  concern 
international  affairs. 

Edge  Act  companies  can  now  provide 
full  service  banking  for  their  customers 
and  open  branches.  An  Edge  corporation 
—  named  for  a  New  Jersey  Congressman 
whose  legislative  amendment  created  it 
sixty  years  ago—  is  a  subsidiary  company 
of  a  bank  holding  company  that  special- 
izes in  international  wholesale  dealings 
The  Edge  branching  will  enable  regional 
banks  to  spread  their  wings  across  the 
nation  at  relatively  low  cost  and  in  time  it 
may  lead  to  full-scale  national  banking 
here. 

And  as  this  trend  develops,  so  in  time 
there  must  be  a  review  of  anti-trust  laws 
governing  banks.  It  seems  absurd  that 
major  foreign  banks  can,  for  example, 
acquire  New  York  banks,  but  that  large 
American  banks  are  barred  from  such 
take-overs. 

But  if  regulations  governing  inter- 
national banking  have  changed  dramati- 
cally in  recent  times  here,  then  this  forms 
only  part  of  a  larger  multilateral  trend  — 
central  banks  and  politicians  everywhere 


are  realizing  that  many  current  banking 
laws  are  just  irrelevant  in  an  age  where 
the  Euro-markets  are  rapidly  moving  to  a 
gross  volume  of  $1,000  billion. 

Of  major  concern  to  many  central 
bankers  is  the  question  of  keeping  tabs 
on  the  growth  rate  of  the  Euro-markets. 
These  markets  could  all  too  easily  fuel 
global  inflation  through  excessive  liquid- 
ity creation  and,  by  their  sheer  size, 
undermine  the  domestic  money  supply 
control  efforts  of  the  central  banks  in 
industrial  countries. 

Covernor  Henry  C.  Wallich  of  the 
Federal  Reserve  Board  outlined  the  prob- 
lem in  a  speech  in  June  in  Switzerland 
where  he  noted  that  "given  the  competi- 
tive advantages  of  the  Euro-markets,  and 
the  growing  awareness  of  borrowers  and 
depositors  of  the  opportunities  offered 
by  these  markets,  rapid  growth  of  money 
and  credit  creation  in  these  markets  must 
be  expected  Over  time,  expansion  in 
these  markets  might  come  to  equal  or 
exceed  domestic  creation  of  money  and 
credit." 

Wallich  added  that  "It  is  important, 
therefore,  to  make  sure  that  domestic 
monetary  and  credit  policies  are  not 
undermined  and  circumvented  by  the 
expansion  of  the  Euro-markets." 

But  imposing  reserve  requirements  on 
the  Euro-markets  is  most  difficult  and 
there  is  a  danger  that  too  much  regula- 
tion may  overly  constrain  these  markets, 
inhibiting  international  financial  flows 
and,  in  a  nutshell,  doing  more  harm  than 
good. 

Few  questions  are  going  to  be  more 
important  in  international  finance  in  the 
months  and  years  ahead  than  those  deal- 
ing with  Euro-market  controls  Bankers 
and  regulators  jointly  face  a  formidable 
challenge  in  aiding  each  other  todevelop 
the  best  regulatory  system 

A  major  concern  must  be  that  central 
bankers  will  go  too  far.  The  dangers  are 
many  with,  for  example,  Citicorp's  chief, 
Walter  B.  Wriston,  noting  not  long  ago 
that  "if  governments  and  central  banks 
now  intervene  more  actively  to  control 
international  credit  markets,  it  cannot  be 
doubted  that  another  fruitful  source  of 
political  conflict  among  governments 
will  thereby  be  opened  up  —  along  with 
the  negative  effects  of  such  intervention 
on  the  economic  efficiency  of  these 
markets." 


Threats  to  the  World's 
Banking  System 

Today  the  banking  system  is  sound, 
but  can  it  remain  so  at  a  time  when  the 
global  economy  is  so  troubled,  when 
political  tensions  in  many  areas  of  the 
world  are  substantial,  when  the  outlook 
for  energy  prices,  oil  supplies,  inflation 
and  real  economic  growth,  are  far  from 
encouraging? 

Can  the  banks  cope  and  prosper  with 
the  intense  competitive  pressures  that 
now  exist? 

How  will  changes  in  regulations  influ- 
ence the  future  shape  of  the  inter- 
national banking  system  and  thereby 
influence  global  economic  conditions? 

There  are  no  simple  answers  to  these 
most  topical  and  valid  questions  The 
success  the  banks  have  had  in  thriving 
and  dealing  with  the  severe  worldwide 
economic  stresses  of  the  last  five  years 
argues  well  for  the  future.  On  the  com- 
petitive front  the  battles  ahead  are  un- 
likely to  wreck  prudent  banks,  although 
some  may  be  forced  to  rethink  their 
strategies.  By  and  large  the  benefits  of 
the  intense  competition  will  surely  out- 
weigh the  negative  aspects. 

Banks  are  becoming  more  innovative 
to  win  business  in  a  tough  environment. 
The  international  financial  markets  are 
likely  to  continue  to  display  the  dyna- 
mism seen  in  recent  years.  And  because 
of  these  facts  business  entities  are  going 
to  be  able  to  widen  their  horizons, 
strengthen  their  overseas  activities,  im- 
prove their  financial  controls,  deploy 
their  funds  more  efficiently  and  reward- 
ingly. 

Civen  today's  economic  prospects  it 
is  imperative  that  official  institutions 
play  a  greater  role  in  smoothing-out  cur- 
rent account  payments  imbalances  be- 
tween nations  As  David  Rockefeller, 
chief  of  Chase  Manhattan  Bank,  has 
noted  "some  developing  nations  may 
have  already  reached  their  borrowing 
capacity  and  some  commercial  banks 
may  be  confronted  with  limits  of  country 
exposure." 

Most  importantly  the  level  of  devel- 
opment assistance  must  be  increased  to 
give  poor  nations  some  hope,  to  help 
them  pay  today's  huge  oil  bills,  to  enable 
them  to  handle  their  growing  external 
debts.  These  countries,  together  with  the 
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banking  system  and  the  international 
monetary  system  as  a  whole,  would 
benefit  from  close  cooperation  and  more 
frequent  exchanges  of  information 
between  banks  and  the  International 
Monetary  Fund  and  the  World  Bank. 

In  the  final  analysis  the  continued 
soundness  of  the  banking  system  and  its 
continued  prudent  growth  depends  upon 
the  quality  of  the  bankers  themselves. 
Here  there  is  now  cause  for  modest 
concern 

Far  too  few  banks  in  the  U.S.  today 
pay  sufficient  attention  to  political  fac- 
tors, despite  the  massive  scale  of  their 
foreign  dealings.  Every  international 
credit  decision  involves  the  making  of  a 
political  judgement.  How  big  is  the  risk 
of  lending  to  a  communist  country,  or 
one  run  by  a  group  of  generals,  or  one 


with  a  history  of  civil  wars?  How  large  is 
the  risk  being  taken  by  a  bank's  cor- 
porate client  that  plans  to  invest  in  a 
Middle  East  oil  producing  country  —  say 
Iran? 

Banks  have  developed  highly  sophis- 
ticated country  risk  evaluation  systems 
—  ones  that  are  based  on  masses  of  the 
most  detailed  statistics.  But  there  has  to 
be  a  degree  of  subjectivity  in  determin- 
ing a  nation's  political  stability  and  the 
harsh  truth  is  that  exceedingly  few  bank- 
ers have  any  experience  or  training  that 
equips  them  to  make  reasonable  subjec- 
tive political  judgements. 

To  be  sure  there  are  bankers  like 
Rockefeller  at  Chase,  Clausen  at  Bank  of 
America,  Edwin  Yeo  at  First  Chicago, 
George  Ball  at  Goldman  Sachs,  with 
deep  understanding  of  political  affairs. 


But  these  are  the  exceptions. 

In  recent  years  economists  have  be- 
come increasingly  important  within 
banking  institutions  and  now  people  with 
international  political  experience  are 
needed  and  at  not  just  the  absolutely  top 
levels  of  the  biggest  banks. 

More  and  more  banks  are  fast  becom- 
ing multinational,  all  round,  financial 
institutions,  involved  in  tricky  political 
lending,  management  consultancy,  ex- 
port and  investment  promotion,  trust  and 
economic  advisory  roles  —  they  face  ex- 
citing challenges  and,  given  the  right  mix 
and  quality  of  executives,  they  are 
assuredly  going  to  continue  making  a 
most  vital  contribution  to  international 
stability  and  prosperity. 


You'll  find  BV 
in  all  these  financial 
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Union  Bank  of  Bavaria 
(Bayerische  Vereinsbank) 
New  York  Branch 
430,  Park  Avenue 
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For  further  information 
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Bayerische  Vereinsbank 
Head  Office  Munich 
International  Division 
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D-8000  Miinchen  2 
Telephone:  (089)  2132-1 
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SWIFT:  BVBE  DE  MM 
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American  ftantow  The  Money  Manager 
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JHE  DAILY  BOND  BUYER 


American  Banker  is  must  reading  for 
banking  management.  Bank  and  thrift 
executives  pay  $225  each  year  for 
their  only  daily  source  of  in-depth 
banking  news.  Eighty-four  percent  of 
American  Banker  subscribers  are 
officers,  and  forty-one  percent  serve 
on  outside  boards.  Advertisers  buy 
nearly  three  times  as  much  advertising 
in  American  Banker  as  they  buy  in 
general  banking  publications  Nos.  2, 
3  and  4  combined. 

American  Banker 
The  only  daily  banking  newspaper. 
Call  Robert  J.  Rodd-V.P.  (212)  563-1900 
525  West  42nd  Street,  N.Y,  N.Y  10036 


The  Money  Manager  goes  to  the 
professional  investment  market  where 
subscribers  pay  $126  each  year  for 
their  weekly  newspaper.  Many  are  pro- 
fessional investors  in  firms  responsible 
for  billions  in  pension  fund  assets 
and  similar  asset  pools.  Readers  look 
for  coverage  of  the  money  markets, 
tax-free  and  taxable  debt  markets,  the 
stock  market  and  portfolio  manage- 
ment strategies. 

The  Money  Manager 

The  weekly  newspaper 

of  professional  investment. 

Call  Harold  Bagot  (212)  943-9882 

One  State  Street  Plaza,  N.Y,  N.Y  10004 


The  Daily  Bond  Buyer  serves  as  the 
publication  of  record  for  the  municipa 
bond  industry  Underwriters  and 
dealers  in  tax-exempts  rely  on  this 
complete,  authoritative  daily  source. 
The  Bond  Buyer  Index  serves  as  the 
barometer  of  the  tax-exempt  market. 
Subscribers  pay  $732  yearly  to  get 
The  Bond  Buyer's  special  financial 
information. 

The  Daily  Bond  Buyer 

The  authority  on  municipal  bonds. 

Call  Thomas  F.  Fhzpatrick 

(212)943-9426 

One  State  Street  Plaza,  NY,  NY  1000' 


When  your  target  market  is  the  multi-billion  dollar 
institutional  investor  or  the  banking  market,  go  directly 
to  the  decision  makers.  Concentrate  your  sales 
message  in  the  three  leading  financial  publications. 
Written  by  professionals  for  professionals. 


ONE  CALL  CAN  BUY  ALL.  AND  AT  A  REDUCED  RATE. 


Sources:  1979  &  1977  Erdos  and  Morgan  Subscriber  Surveys! 


\}2soline  shortages  and  Jimmy  Carter  may  do 
iuch  more  for  the  renaissance  of  cities  than 
jfc  years  of  urban  planning. 

A  battle  no 
longer  one-sided 


e  Tandy  (.'cuter  in  Ft.Worth 


t-skating  rink,  atrium  and  "the  world's  only  privately  owned  subway. 


By  Howard  Rudnitsky 

Reviving  a  city  means  reviving  its 
retailing.  Nostalgically  restored 
"historic"  restaurant-and-night- 
life  sections  may  help.  So  will  slum-clear- 
ance projects  or  big  hotels.  But  a  city  is 
also  daily  commerce,-  to  revive  it  requires 
luring  back  the  shops  and  stores  that 
followed  the  middle  class  to  the  suburbs 
after  World  War  II. 

Thanks  to  an  unlikely  combination  of 
gasoline  shortages,  environmental  re- 
strictions and  some  real  governmental 
help,  that's  finally  starting  to  happen. 
The  30-year-long  agony  of  our  cities  may 
be  ending. 

Over  the  last  eight  years,  about  a  half 
dozen  gleaming,  new  downtown  centers 
have  gone  up  in  the  once-decaying  cores 
of  cities  like  Chicago,  Boston,  Philadel- 
phia and  Tulsa.  Another  15  are  on  the 
way  in  downtowns  as  small  as  Pasadena, 
Calif,  and  White  Plains,  N.Y.  and  as  large 
as  New  York  City,  Kansas  City,  Balti- 
more, Detroit  and  Pittsburgh. 

In  El  Segundo,  Calif.,  Ernest  W.  Hahn, 
head  of  the  development  company  bear- 
ing his  name,  recently  signed  with  the 
city  of  San  Diego  to  build  a  $135  million 
mixed-use  retailing  complex.  Where? 
Right  in  the  middle  of  the  old  down- 
town. With  four  major  department 
stores,  ninety  shops,  a  hotel  and  a  skat- 
ing rink,  it  will  open  in  early  1983.  Since 
the  Sixties,  Hahn  has  built  six  down- 
town projects — mostly  in  California.  He 
has  at  least  seven  more  planned. 

Maryland's  Rouse  Co.  is  also  building 
new  shopping  centers  in  downtown  Bal- 
timore and  Santa  Monica,  Calif.  Rouse 
has  already  finished  two  thriving  down- 
town malls  in  Boston  and  Philadelphia, 
and  is  completing  the  second  phase  of 
the  highly  successful  Philadelphia  center, 
The  Gallery.  It  will  include  a  big  new  J.C. 
Penney  store  (to  join  Gimbels  and  Straw- 
bridge  &  Clothier).  A  third  phase  is  on 
the  drawing  boards. 

In  White  Plains,  Canada's  Cadillac 
Fairview  is  building  a  900,000-square- 
foot  shopping  center  and  planning  others 
in  Houston  and  Columbus. 

Says  Ernest  Hahn:  "One-quarter  of  all 
metro-area  centers  started  by  the  mid- 
1980s  will  be  inside  cities,  and  many  of 
them  will  be  right  in  the  middle.  In  our 
cases,  because  we've  had  a  big  head  start, 
it'll  be  closer  to  a  third  of  all  our  starts." 

If  Hahn  is  correct,  it  could  mean  some- 
thing like  $2.5  billion  worth  of  invest- 
ment, a  modest  but  unmistakable  rever- 
sal of  the  flow  of  billions  of  dollars  of 
urban  disinvestment  of  the  last  30  years. 

Other  industry  observers  are  not  quite 
as  enthusiastic,  but  even  the  most  pessi- 
mistic agree  a  sustainable,  maj'^r,  in-city 
retailing  complex  trend  is  under  way.  It 
has  been  slowly  building  for  about  six  or 
seven  years.  This  year's  gasoline  lines, 
and  the  probability  of  their  repetition, 
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have  given  the  trend  a  big  boost. 

Another  boost  came  from  increasingly 
tough  environmental  restrictions  in  the 
suburbs.  It's  no  longer  enough  to  get  the 
state  highway  department  to  build  you  a 
little  cloverleaf  by  an  interstate  highway 
and  scrape  off  100,000  square  feet  of 
ground.  Now  an  environmental  impact 
study  is  often  required. 

Finally,  all  levels  of  government  are 
now  becoming  committed  to  reviving 
the  nation's  downtowns  and  are  backing 
up  the  commitment  with  cash  subsi- 
dies— lots  of  them.  And  business,  in- 
creasingly, is  willing  to  go  in.  Says  John 
M.  Hart,  vice  president  of  mortgages  and 
real  estate  for  Hartford's  Connecticut 
General  Life  Insurance  Co.,  one  of  the 
largest  retailing  lenders  in  the  country: 
"The  in-city  momentum  is  building  be- 
cause all  of  us  have  large  investments 
already  in  being  and  we  all  want  to  save 
them." 

Government  cooperation?  Hart  points 
to  California's  pioneering  urban-invest- 
ment law,  providing  tax-incentive  fi- 
nancing and  renewal  programs  in  which 
the  tax  base  is  "frozen."  Says  Hart, 
"When  you  pay  taxes  on  the  completed 
center — usually  in  a  run-down  area— the 
increment  between  the  frozen  rate  and 
the  new  market  one  is  used  by  the  mu- 
nicipality toward  servicing  the  debt  or 
for  land  they  used  for  improvements." 

The  incentives  have  worked  well  in 
smaller  California  cities,  like  Glendale 
and  Pasadena,  Hart  says.  "They've  been 
able  to  compete  with  the  suburban  malls 
and  become  viable  downtowns  again. 
Now  you've  got  the  municipality  work- 
ing with  the  developer  instead  of  against 
him.  In  return,  the  new  retail  sales  tax 
generated  goes  back  to  the  city  area  that 
generates  it,  rather  than  just  into  state 
coffers."  Only  a  few  other  states  have 
followed  California's  lead  (including  Or- 
egon, Washington,  Utah  and  Missouri). 

If  history  recounts  how  the  flight  from 
the  cities  was  reversed  in  the  mid-1970s, 
the  Carter  Administration  will  deserve  a 
great  deal  of  credit.  The  Administra- 
tion's new  National  Urban  Policy  has 
marshaled  federal  support  for  the  cities 
so  effectively  that  one  suburban  develop- 
er grumbles:  "The  government  is  giving 
them  everything  but  the  kitchen  sink." 
There  is  the  $400  million  (which  soon 
may  be  increased  to  $675  million)  Urban 
Development  Action  Grant  program. 
There  is  seed  money  for  urban  programs 
from  many  other  agencies  (principally 
HEW,  HUD  and  Transportation).  The 
new  Interagency  Coordinating  Commit- 
tee is  helping,  too.  This  year,  city  plan- 
ners in  Charleston,  W.Va.  got  the  IACC 
to  block  plans  to  build  a  90%  federally 
funded  interchange  on  the  Appalachian 
Corridor  Highway  near  the  site  of  a  pro- 
posed suburban  shopping  center;  the 
Charleston  planners  reared  it  would  si- 
phon business  from  their  $100  million, 


Faneuil  Hull  Marketplace  in  Huston 

Once  a  center for food  wholesalers,  now  a  magnet  drawing  13  million  shoppet 
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21 -acre  downtown  Superblock 
scheduled  for  completion  in  1982 

In  Duluth,  Minn,  downtowners 
suaded  the  government  to  load  a 
posed  suburban  mall  development 
of  the  city  with  so  many  flood-co 
and  watershed-pool  requirements  ti 
became  prohibitive  for  many  retails 
sign  with  the  project.  A  previous  d 
opment  in  the  same  area,  the  Di 
forces  successfully  argued,  had  blc 
drainage  from  the  Mesabi  foothills! 
Lake  Superior,  causing  floods. 

The  cities  have  successfully  add 
other  tactics  of  the  environmental  ni 
ment.  Fumes  builder  James  Will 
"Their  whole  strategy  is  delay,  dela 

Wilmot  figures  his  two-year  fight 
the  city  of  Rochester,  N.Y.  over  his 
posed  Marketplace  Mall  has  cost  hii 
least  $500,000.  Wilmot  won  a  court 
tie  with  the  New  York  State  Env 
mental  Conservation  Department 
his  plans  to  build  on  wetlands  12  n 
south  of  Rochester.  But,  when  the 
did  not  appeal  the  decision,  the  city 

Rochester  offered  to  drop  the  app< 
Henrietta  County,  where  Wilmot's 
posed  mall  would  be  built,  agrees  to  fepark 
Rochester  a  cut  of  new  tax  revenu  (em  in  t 
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TbeZCMI  Center  in  Salt  Lake  City 

Tulle  about  location— across  the  street  from  the  Mormon  Tabernacle. 


generates.  Not  surprisingly,  the  ca 
refused.  Moans  Wilmot:  "The  cil 
holding  me  hostage." 

During  their  heyday  of  suburban  b 
ing,  many  developers  made  pow 
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To  meet  the  standards  of  both  the 
manufacturer  and  the  farmer,  Rexnord 
designs  and  builds  farm  implement 
components  to  be  as  dependable  and 
trouble-free  as  we  can  make  them. 

These  components  have  helped 
build  the  Rexnord  reputation  for  un- 


challenged quality.  And  they  he 
brought  exceptional  performance! 
farmers  throughout  the  world. 

Rexnord  products  serve  many  ot  I 
industries.  We  are  a  problem-solv 
resource  in  mining,  food  processi 
pollution  control,  materials  handli 


nnections  and  the  urban  areas  still 
!  ve  an  uphill  battle.  But  increasingly, 
;  newly  militant  cities  and  their  sym- 
hthetic  allies  in  Washington  have  dem- 
strated  new  clout.  Developers  have 
d  to  scramble  to  adjust  to  the  new 
ilities.  For  example,  when  a  shopping 
iter  in  suburban  Lenox,  Mass.  was  sty- 
ed  by  nearby  Pittsfield,  the  developer, 
ramid  Cos.  of  DeWitt,  N.Y.,  simply 
ned  on  to  build  Pittsfield's  proposed 
w  downtown  center. 
1  :or  years,  the  federal  government  sub- 
lized  the  flight  to  the  suburbs  by  build- 
'  i  highways  that  made  long-distance 
mmuting  easy.  To  reverse  the  process, 
-   ishington  now  must  subsidize  down- 
11 'V  vn  transportation.  Transportation  is  a 
st  the  developer  and  even  the  munici- 
ity  sometimes  can't  assume  alone, 
member,  says  Hart,  "in  many  of  these 
1  ban  areas  the  average  personal  income 
still  considerably  lower  than  in  the 
■    burbs."   The   solution?    Says  Ernie 
ihn:  "In  Long  Beach,  Calif,  we  got  $8 
llion  in  UDAG  funds  to  strengthen 
M;  Insit  in  the  area  so  a  shopping  center 
uld  function."  That  meant  putting  in 
;     blic  parking  and  beefing  up  the  bus 
!  stem  in  the  city.  Says  Hahn:  "We  and 
il  11 ;  city  of  Long  Beach  will  spend  over 
.'00  million  in  a  large  retail  center 
town.  Now,  that's  leverage!"  Buffa- 
s  also  building  new  transportation — a 
$439.8  million  subway  system  80% 


The  Gallery  in  Philadelphia 

With  a  little  helpfrom  a friend.  Mayor  Frank  Rixzo,  the job  was  done  in  3Q  months . 


and  the  farmer's  profit. 
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Rex  chains  and  universal  joints  are  engi- 
neered to  provide  smooth  economical  ser- 
vice on  farm  implements. 


Camloc  fasteners  provide  easy  access  and 
positive  locking  for  guards  and  access  pan- 
els. Rex  spring  pins  replace  rivets,  screws. 


:or  information  on  our  company, 
i  ad  our  annual  report  and  our  corpo- 

e  brochure.  For  copies,  write  W.  C. 

sssinger,  Chairman,  Rexnord  Inc., 
i ).  Box  2022,  Milwaukee,  Wisconsin 
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federally  funded — in  an  attempt  to  draw 
private  capital  downtown. 

Despite  all  the  things  going  for  them, 
it's  still  clearly  harder,  slower  and  more 
hazardous  to  build  shopping  centers  in  a 
run-down  core  city,  sometimes  near  low- 
income,  crime-ridden  neighborhoods, 
than  on  freshly  bulldozed  land  next  to 
the  interstate.  As  one  developer  puts  it: 
"In  a  downtown  area  the  meter  ticks  a 
helluva  lot  faster.  You'd  better  be  right  or 
it'll  be  incredibly  costly." 

Like  Philadelphia's  107,000-square- 
foot  New  Market,  built  in  1975.  It  floun- 
dered badly  at  first,  went  into  redevelop- 
ment in  1978  under  the  direction  of  the 
firm  Williams,  Jackson  and  Cavanaugh, 
and  seems  to  be  regaining  its  balance 
with  space  currently  almost  90%  leased. 
In  Newark,  N.J.  the  Gateway,  a  com- 
bined office,  hotel  and  shop  complex, 
was  in  default  and  its  major  lender,  Pru- 
dential Insurance,  had  to  take  it  over. 
Atlanta's  Underground  Center  is  in  trou- 
ble as  well. 

But  if  the  risks  are  greater,  so  are  the 
potential  rewards. 

Chicago's  Water  Tower  Place — a  com- 
bination residential,  commercial  office 
and  shopping  complex  built  in  a  74-story 
skyscraper — started  out  in  1975  looking 
as  if  it  might  be  a  disaster.  The  retailing 
and  office  business  was  fine,  but  costs  of 
construction  had  risen  so  dramatically 
during  the  long  building  process  that 


The  Brickyard  in  Chicago 

Take  a  hill  and  a  hole  in  the  ground  and  terrace  it  into  a  multilevel  center. 


they  made  it  extremely  expensive.  But 
business  is  booming,  better  than  expect- 
ed, and  now  the  complex  is  flourishing. 

City  shopping  centers  usually  get  in 
trouble  because  the  entire  federal-state- 
municipal-lender-developer  structure  is 
not  quick  to  get  into  place;  or  because 
surrounding  support  and  "shopper- 
source"   facilities   (like   nearby  office 


buildings)  haven't  been  carefully  idi 
fied.  Not  all  retailers  are  sold  on  corj 
back  downtown,  either.  Says  H! 
"Penney  has  been  enlightened  for  y 
but  Sears  is  less  enthusiastic."  Admit 
ly,  for  Sears,  with  its  sizable  mix  of 
urban-type  products  like  lawn  mo' 
and  large  power  tools,  downtown  do«  (went 
make  as  much  sense.  For  big  soft-g<  -: 


Five  other  industries  that  rely  c  exi 
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Nordberg  railway  track  maintenance  equip- 
ment helps  reduce  cost  of  right-of-way  work. 


Tridair,  Camloc  and  Delron  fasteners  and 
Shafer  bearings  are  used  in  many  aero- 
space applications. 
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Rex  traveling  water  screens  and  Envl 
water  conditioning  equipment  are  in  I 
vice  at  many  electric  generating  statill 
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res  like  Los  Angeles'  Carter  Hawley 
le,  New  York's  Macy's  and  Gimbels 
1  Dayton  Hudson's  Merwin  stores,  it 
arly  does. 

|ut  when  everything  fits,  and  the  in- 
dibly  complex  planning  is  adequately 
le,  the  result  can  be  a  spectacular  suc- 
rs — like  Rouse's  Faneuil  Hall  Market- 
:e  in  Boston. 

aneuil  Hall's   156  shops,  built  on 
),000  square  feet,  annually  draw  more 
in  13  million  shoppers — as  many  peo- 
as  Disney  World.  The  center  is  imagi- 
bvely  laid  out  and  colorfully  execut- 
Uthe  developer  even  rents  flower-lad- 
dt  handicraft  pushcarts  to  merchants, 
more  than  $50  million  annual  vol- 
e,  it's  now  turning  a  tidy  profit  in  its 
d  year  of  operation, 
ouse  didn't  do  it  alone.  The  city  of 
ton  was  practically  its  partner  every 
of  the  way,  and  the  Boston  Redevel- 
ent  Agency  spent  more  than  $75 
lion — more  than  twice  Rouse's  entire 
of  $32  million — renovating  and  up- 
em  Jing  the  downtown  area. 

ouse's  Gallery  at  Market  East  in 
vntown  Philadelphia  was  probably 
:    itaer.  It  was  located  in  a  run-down  see- 
that    presented    both  "income- 
rce"  and  security  problems.  The  total 
nix  &  t  to  all  involved  was  about  $115  mil- 
r. :  l.  Philadelphia  put  up  $18  million  to 
uire  the  site  and  demolish  the  build- 
— plus  another  $5  million  for  a  sub- 


way station  and  $8  million  for  an  800-car 
garage.  Another  $9  million  in  utility 
costs  was  divided  between  the  city  and 
local  utilities.  "Initially,  not  many  mer- 
chants wanted  to  be  there,"  says  Scott 
Ditch,  Rouse  vice  president  of  public  af- 
fairs. "They  thought  it  would  be  a  disas- 
ter." But  Gallery  has  been  a  smashing 
success  from  its  opening  day  in  1977. 
Sales  ran  around  $230  a  square  foot  last 
year  and  should  be  even  higher  this  year. 
But  before  success  came,  the  number  of 
shops  was  doubled  from  the  original  esti- 
mate and  the  whole  project  cost  over 
$100  a  square  foot  to  build,  lease  and 
promote  (versus  about  $65  for  a  typical 
suburban  regional  mall). 

Finally,  the  city  of  Philadelphia  built 
the  four-level  mall  itself  and  retained 
ownership  of  it.  Rouse  paid  the  city  $10 
million  ($50  a  square  foot)  in  fees,  and 
rents  the  land  for  $139,000  a  year.  The 
lease  itself — traditionally  senior  debt — 
was  subordinated  to  the  mortgage,  or 
there  probably  wouldn't  have  been  any 
long-term  financing  forthcoming.  The 
long-term  lenders  were  so  skeptical,  in 
short,  that  they  insisted  on  turning  the 
financing  upside  down. 

That's  how  badly  Philadelphia  wanted 
the  handsome  Gallery  built.  Mayor 
Frank  Rizzo  and  the  city's  Redevelop- 
ment Authority  cut  through  red  tape — 
and  backed  their  commitment  with 
money.  It  took  only  30  months  to  com- 


plete. Rizzo  also  made  sure  the  area  was 
well  policed. 

To  be  sure,  this  kind  of  support 
amounts  to  subsidy  on  a  massive  scale. 
But  from  most  cities'  view,  it's  better 
than  welfare  and  continued  erosion  of 
the  tax  base.  Ernie  Hahn  contends  his 
new  downtown  750,000-square-foot  cen- 
ter in  San  Diego  will  create  some  15,000 
jobs  by  1984,  many  of  them  for  unskilled 
and  low-income  people. 

This  outright  subsidization  enrages 
suburban  developers  like  Myles  Tanen- 
baum,  executive  vice  president  of  King  of 
Prussia,  Pa.'s  Kravco,  Inc.  Snorts  he: 
"They  aren't  economically  viable.  They 
couldn't  survive  in  the  free  market." 

What  suburban  developers  like  Tanen- 
baum  are  conveniently  forgetting,  how- 
ever, is  that  for  25  years  they  were  being 
subsidized  by  free  or  cheap  highways  and 
low-priced  gas.  Now  that  largess  is  rapid- 
ly diminishing,  cities  and  their  infra- 
structure— in  place  but  in  need  of  upgrad- 
ing— begin  to  look  viable  again.  Says 
Rouse's  founder,  James  Rouse:  "There 
are  more  questions  than  answers.  But 
I'm  convinced  that  almost  every  city  has 
a  big  unrealized  potential  at  its  core." 

Rouse  even  speculates  that  20  years 
from  now  "the  soft  values  in  real  estate 
will  be  the  suburban  dwelling  and  strip 
commercial.  The  hot  values  in  both 
housing  and  commercial  properties  will 
be  at  the  center  of  the  city.  ■ 


vtexnord  to  upgrade  productivity. 


Rexnord  is  a  broadly  diversified  company 
serving  many  growing  industries:  trans- 
portation, aerospace,  metalworking, 
utilities,  primary  metals  and  more. 

Our  products  for  these  industries  are 
equally  varied.  They  range  in  size  from 
aircraft  fasteners  that  will  fit  in  a  thimble 
to  municipal  sewage  treatment  systems 
that  cover  acres. 

Some  are  industry's  consumables. 
Others  are  major  capital  investments.  All 
are  designed  and  built  to  solve  the  prob- 
lems of  reliability  and  productivity. 

For  more  information,  read  our  annual 
report  and  corporate  brochure.  Write 
W.  C.  Messinger,  Chairman,  Rexnord  Inc., 
RO.  Box  2022,  Milwaukee,  Wl  53201. 


Mathews  conveyors,  Rex  chains,  Thomas 
couplings  serve  basic  metals  producers. 


sine  hydraulic  equipment  as  well  as  many 
xnord  components  are  used  throughout 
metalworking  industry. 
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Forrest  Shumway  has  had  his  fair  share  of 
second-guessers  through  the  years,  but  where 
are  they  now  that  Signal  is  bounding  ahead? 


Signal:  marching 
to  a  different  beat 


Signal  Cos.  President  Forrest  Shumway 

"  'You've  just  sold  us  out  of  one  of  the  greatest  harvests  in  history.' 

holds  a  world  tuna  record).  But  don't  be 


By  John  Merwin 


Forrest  N.  Shumway,  president  and 
CEO  of  Signal  Cos.,  Inc.,  smiles 
when  asked  about  the  Eddy  Arnold 
melodies  wafting  through  his  Beverly 
Hills  office.  "I  like  Western  music," 
Shumway  says  with  a  grin,  eyeing  the 
stereo  speaker,  "and  sometimes  a  little 
big-band  sound.  Don't  care  for  rock'n- 
'roll." Shumway's  tapes  sound  like  a 
country  radio  station's  play  list — Charley 
Pride,  Buck  Owens,  Jerry  Lee  Lewis, 
Johnny  Cash  and  a  spate  of  other  male 
vocalists  better  known  to  Nashville  than 
to  New  York  or  Los  Angeles. 

Does  country  music  seem  a  bit  out  of 
character  for  the  chairman  of  a  $3.6  bil- 
lion aerospace-energy-truck  conglomer- 
ate? It  doesn't  if  you  know  the  52-year- 
old  Maine  native,  who  insists  on  limit- 
ing his  workday  to  8:30  to  5:30,  rarely 
takes  a  briefcase  home  evenings  or 
weekends  and  takes  very  seriously  his 
tennis,  hunting  and  deep-sea  fishing  (he 


misled.  Despite  this  seemingly  casual  ap- 
proach, Signal's  earnings  rose  nearly 
60%  in  both  1977  and  1978,  and  are  up 
44%  so  far  this  year.  What's  more,  the 
outlook  for  two  of  Signal's  three  major 
subsidiaries,  aerospace  and  energy,  ap- 
pears extraordinarily  bright. 

It  hasn't  always  been  that  way.  The 
company,  named  for  Southern  Califor- 
nia's Signal  Hill,  muddled  through  some 
very  tough  times  while  Shumway,  neph- 
ew of  founder  Samuel  Mosher,  steered  it 
away  from  the  oil  business.  The  trouble 
was  that  Shumway's  acquisitions,  and 
one  major  divestiture,  often  were  flawed 
with  bad  timing,  bad  luck  or  both. 

There's  no  doubt  that  critics  had  plen- 
ty to  shoot  at.  Consider  1970,  when  Sig- 
nal's fortunes  hit  bottom.  The  Garrett 
Corp.,  a  California  aerospace  company 
that  Signal  rescued  from  the  clutches  of  a 
1964  Curtiss- Wright  takeover  attempt, 
was  mired  in  the  general  aerospace  reces- 
sion. Mack  Trucks,  acquired  in  similar 


white  knight  circumstances  in  1967, 
struggling  in  a  national  credit  sque< 
Signal's  loss  in  1970:  $43  million.  Tj 
there  was  1975  when  Signal  bought  c 
trolling  interest  in  UOP  (formerly  L 
versal  Oil  Products  Corp.).  A  few  mor 
later  UOP  took  a  surprise  $34  mil 
writeoff. 

Shumway  furnished  more  grist  for  c 
ics'  mills  in  1974,  soon  after  the  Arab 
embargo,  when  he  sold  off  Signal's 
year-old  oil  business,  including  sc 
promising  North  Sea  and  Gulf  G 
leases.  Pointing  to  a  framed  Chase  IV 
hattan  check  for  $420  million,  he  rec 
the  day  an  irate  stockholder  called  to 
"Why  you  crazy  sonovabitch,  you've 
sold  us  out  of  one  of  the  greatest  harv 
in  history."  Shumway's  dour  ret 
"There  was  no  future  for  a  regional 
company — the  development  costs  v 
too  high."  Adds  lawyer  Shumway,  v 
ing  his  hands  as  if  to  convince  a  ji 
"Our  acquisitions  have  been  good  o: 
Our  timing  has  just  been  off." 

Those  acquisitions  didn't  look  so  g 
in  1970,  nor  for  the  next  several  ye 
when  earnings  were  mediocre.  But 
certainly  hard  to  find  a  critic  today,  r 
that  Signal's  stock  has  more  than  c 
bled  in  the  last  two  years  and  shareh 
ers  are  reaping  handsome  rewards  h 
seeds  sown  long  ago.  Take  the  cas* 
Signal's  hottest  subsidiary,  The  Gal 
Corp.,  which  just  reported  a  50%  e; 
ings  gain  and  a  record  $1.6  billion  ba 
log,  up  40%  in  six  months.  Leading 
way  is  Garrett's  propulsion  product  1 
a  good  example  of  a  long-term  invi 
ment  that  is  finally  paying  off. 

More  than  ten  years  ago  Gai)j 
launched  an  $80  million  program  to 
velop  a  jet  engine  for  small  general- 
ation  aircraft,  slipping  by  the  major 
gine  manufacturers,  General  Electric 
Pratt  &  Whitney,  then  preoccupied  v 
jumbo  jet  development.  Garrett's  a 
tors,  Haskins  &  Sells,  were  so  skept 
about  the  executive  jet  market  t 
forced  Garrett  to  write  off  all  deve 
ment  costs  as  incurred.  How  wrong. 

In  1973  the  leading  executive  jet  rr 
ufacturer,  Learjet,  chose  Garrett's  qt 
fuel-efficient,  low-emission  engine  fo' 
new  models.  The  rest  is  history- 
maker  after  another  chose  Garrett,  ] 
ting  its  engines  on  nearly  every  m 
mid-size  jet  in  the  free  world.  Today 
market  is  growing  at  a  50%  clip  an 
likely  to  continue  faring  well  as  Ion. 
scheduled  airlines  keep  cutting  back 
vice  to  smaller  cities.  Garrett  also  h 
toehold  in  Boeing  and  McDonnell  Dc 
las  commercial  jets  (for  several  syst< 
and  components). 

Yet  another  market — one  with 
limited  potential,"  the  tanned  Shum 
says— is  the  automobile  turbocha 
market.  As  auto  manufacturers  si 
down  engines  to  meet  federal  mile 
requirements,  more  models  are  adc 
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St- 


ick Bogardus,  president,  tells  how  A&A  works  from  a  client's  point  of  view: 


"If  we're  going  to  help  clients  protect  current  assets  and  safeguard 
uture  growth,  we  must  be  a  full-fledged  member  of  their  financial  teams" 


"The  business  of  managing 
orporate  risks  is  in  a  state  of  con- 
octant  change.  Our  response  to  this 
C  Volatile  environment  is  an  ever- 
v  jeepening  commitment  to  act  as 

xtensions  of  our  clients'  financial 
ii  epartments.  The  challenge  we  face 
he  agether  is  how  best  to  ensure  the 
cij  lient's  business  growth  as 
s  |  merging  economic,  technological, 
u  3gislative  and  social  forces  come 
J  ito  play.  To  do  this,  we  developed 
everal  highly  sophisticated. 


computer-based  techniques.  Their 
applications  are  complex,  but  the 
result  is  simple:  they  help  enhance 
the  client's  bottom  line  —now  and 
in  the  future.  And  that's  what  we 
think  our  value  as  a  team  member 
is  all  about.'' 

Working  from  a  client's  point 
of  view  is  our  way.  From  our  top 
management  to  the  men  and 
women  in  over  1 10  cities  here  and 
overseas.  That  means  working  as 
.illics,  solving  business  problems 


together. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  and  financial 
services  business.  We  have  the 
facilities,  expertise  and  strength  to 
act  as  effective  allies.  We  work 
from  a  client's  point  of  view, 

whether  the  Alexander 

corporation  is  OAlOYanrior 
large  or  small.  Q^eXdllUer 

The  Allies 


e  duplicators 
/vho  appreciate  the 

of  simplicity. 


W^hen  you  push  a  few  buttons  on  a  Xerox  high- 
speed duplicator,  a  miracle  occurs. 
A  multitude  of  complicated  jobs  are  converted 
instantly  into  simple  ones. 

For  example,  you  can  get  a  Xerox  duplicator  that 
copies  on  both  sides  of  a  piece  of  paper,  automatically. 
That  reduces,  automatically.  Collates,  automatically. 
Feeds  and  cycles  up  to  200  originals,  automatically. 
And  even  makes  two-sided  8-1  /2"  x  1 1"  copies  from 
unburst  computer  printouts,  automatically. 

But  of  all  the  virtues  of  simplicity,  the  greatest  is  this: 
It  increaseth  productivity. 

Since  Xerox  duplicators  are  so  easy  to  use, people 
can  spend  more  time  using  them,  and  less  time  figuring 
out  how.  Anyone  who  can  master  the  technology  of 
pushing  buttons  can  operate  one  of  our  duplicators. 

So  if  you  appreciate  the  virtues  of  simplicity,  look 
into  the  virtues  of  a  Xerox  9200  or  9400  duplicator. 

We'll  even  arrange  a  simple  demonstration  at  your 
convenience. 

Just  in  case  you  don't  accept  miracles  on  faith  alone. 

XEROX 


XEROX®.  4>2(>0®  Jiid  '*44K>  arc  trademarks  of  XEROX  CORPORA'  / 


turbochargers,  ;i  device  that  boosts  the 
power  ol  gas-saving  four-  and  six-cylin- 
der engines.  Both  l  ord  ;md  General  Mo- 
tors spokesmen  agree  the  turbochargei 
lias  a  big  Inline,  which  bodes  well  tor 
Garret^  the  world's  largest  producer. 

Garrett  President  J. A.  Teskc  says  he 
expects  to  sell  250,000  passenger-car  tur- 
bochargers during  the  1980  model  year 
alone.  I  [e  believes  the  market  may  reach 
2  million  within  a  few  years,  with  Gar- 
rett's share  lopping  $250  million,  or  15% 
of  its  sales. 

As  if  all  this  isn't  enough  good  fortune, 
recent  I  v  Garrett  and  two  other  compa- 
nies (Boeing  and  (Goodyear  subsidiaries) 
were  selected  to  develop  a  federally  spon- 
sored uranium  enrichment  project.  The 
prospects  are  enormous.  Two  of  the 
three  companies  will  later  divide  the 
principal  contract,  at  $1  billion. 

Signal's  other  star  is  UOP,  an  unusual 
high-technology  company  once  owned 
by  a  consortium  of  American  oil  compa- 
nies and  later  by  the  American  Chemical 
Society  until  UOP  went  public  in  1959. 
Signal  bought  51%  of  UOP  in  1975  and 
the  remaining  49%  last  year.  Most  of 
UOP's  earnings,  which  rose  14%  in  the 
first  half  of  1979,  flow  from  the  petro- 
leum and  petrochemical  business.  UOP 
holds  over  9,000  patents,  several  on  im- 
portant refining  processes. 

Many  of  these  patents  and  processes 
instantly  became  more  valuable  when  oil 
shot  past  $20  a  barrel  last  spring.  At 
more  than  $20  a  barrel,  for  instance,  ex- 
tracting marginal  types  of  crudes,  such  as 
massive  heavy  oil  reserves  found  in  Cali- 
fornia, Canada  and  Venezuela,  became 
practical.  But  refineries  must  be  modi- 


fied to  handle  heavier  crudes,  which  is 
where  UOP  comes  in,  offering  an  un- 
matched variety  of  refining  processes 
and  catalytic  agents.  The  company  also 
has  a  good  shot  at  helping  oil-producing 
nations  build  refineries  from  scratch,  a 
trend  developing  as  these  countries 
move  to  increase  their  profits  by  selling 
finished  petroleum  products  instead  of 
crude.  With  950  researchers  working  in 
shale  oil,  synthetic  fuels,  metals,  pollu- 
tion control  and  other  related  fields, 
UOP  is  a  prime  example  of  a  well-posi- 
tioned company. 

The  only  question  about  Signal  these 
days  is  its  largest  division,  Mack  Trucks, 
which  this  year  has  generated  41%  of 
Signal's  operating  income.  Signal  has 
fashioned  Mack  into  a  cash  machine  de- 
signed to  feed  itself  as  well  as  faster- 
growing  Garrett  and  UOP. 

Although  Mack's  sales  are  holding 
steady  so  far,  Shumway  concedes  that 
Mack  is  likely  to  follow  the  economy 
into  a  recession.  In  the  severe  downturn 
of  1975,  domestic  truck  sales  plummeted 
drastically.  This  time,  however,  Shurn- 
way  doesn't  expect  the  downturn  to  be 
so  bad.  "Although  we  haven't  seen  a 
significant  drop  in  orders,"  he  says, 
"we're  having  some  collectibility  prob- 
lems." Two  red  flags  to  watch  at  Mack: 
Orders  are  never  firm — they  can  be  can- 
celed at  the  last  second;  and  a  severe 
recession  in  heavy  construction  would 
hit  Mack  particularly  hard,  because  of  its 
concentration  in  heavy  trucks,  such  as 
dump  trucks. 

After  years  of  floundering,  Signal  can't 
seem  to  do  anything  wrong,  even  with 
several  of  its  smaller  ventures.  Signal 


owns  a  thriving  southern  Californi 
estate  development  company,  a 
June  swapped  its  45%  interest  in  A 
can  President  Lines  for  16%  of  Na 
Co.  stock.  In  the  current  bull  marl 
oil  issues  the  Natomas  block's  m 
value  rose  nearly  $  1 6  million,  to  $9c 
lion,  in  eight  weeks. 

One  of  Signal's  best  asset  plays 
49.9%  ownership  of  Golden  West  B 
casters,  purchased  in  1968  for  $25 
lion.  Golden  West  owns  a  Los  An 
television  station,  eight  radio  sta 
and — perhaps  the  epitome  of  Sij 
when-you're-hot-you're-hot  fortuj 
the  California  Angels  baseball  tj 
Since  the  team  joined  the  Ame 
League  in  1961  the  Angels'  perform 
had  mostly  ranged  from  mediocu 
comical.  But  this  year  the  team  lead 
division  and  attendance  is  headed  fa 
million,  an  extraordinary  achievems 

The  best  part  about  Signal's  positin 
Golden  West  is  an  option  it  holds  tc 
the  remaining  50.1%  of  the 
owned  by  Gene  Autry,  for  a  mere: 
million.  That  means  for  $45  million 
nal  can  own — lock,  stock  and  barrfl 
TV  station  in  the  nation's  second-lai 
market,  eight  major-market  radio 
tions  and  a  premier  baseball  franc 
That's  probably  worth  three  times 
$45  million  purchase  price.  No  woi| 
Shumway's  so  happy  these  days. 

Shumway  has  bigger  fish  to  fry  i 
Golden  West  Broadcasters,  but  one  rj 
question  before  he  slips  out  for  a  ni 
time  tennis  match.  In  that  country 
sic  collection,  might  he  have  a  C 
Autry  tape?  "Of  course,"  he  srn 
heading  out  the  door  for  the  courts.  I 


\ 


liarrett  Ai Research  employee  preparing  to  test  a  corporate  jet  engine  in  Torrance,  Calif 

While  competitors  were  napping.  Signal  Cos.  Garrett  subsidiary  swept  away  the  business  jet  engine  market. 
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"KEEPING  A  CUSTOMER 
ON  HOLD  IS  NOWAY  TO  HOLD 

A  CUSTOMER? 

-  FRANK  BORMAN,  PRESIDENT  EASTERN  AIRLINES. 


When  you  want  infor- 
mation about  a  flight  or  a 
reservation  on  one,  you 
don't  want  to  listen  to  re- 
corded music.  But  all  airlines 

A  VIEW  ON 
BUSY  AIRLINE  PHONES 
FROM  EASTERN. 

are  busier  than  ever  these 
days.  And  unfortunately,  so 
are  our  phones. 

At  Eastern  Airlines, 
we've  taken  steps  to  help 
solve  the  problem.  Because, 


when  you  call  us,  the  last 
thing  we  want  to  do  is  give 
you  a  reason  to  call  some- 
body else. 

That's  why  we're  using 
computers  to  help  us  get 
to  your  call  faster.  And  why 
we've  even  developed  a 
new  system  that  now  makes 
it  possible  for  a  call  in  New 
York  (or  any  other  busy  res- 
ervations center)  to 
be  answered  in 
Chicago,  Miami, 
or  anywhere  else 
an  agent  is  available 


An  industry  first.  It  may  still 
take  us  a  little  longer  than 
we'd  like.  But  we're  doing 
all  we  can  to  get  to  your 
call  faster. 

And  to  give  you  the 
kind  of  attention  we  think 
you  have  a  right  to  expect. 

Because,  in  the  very 
competitive  airline  business, 
all  of  us  at  Eastern  know  we 
have  to  earn  our 
wings  every  day.  On 
the  ground.  On  the 
plane.  And  on  the 
phone. 


WE  HAVE  TO  EARN  OUR  WINGS  EVERYDAY 


How  do  you  put  together 
$75,ooo,ooo  for  a  new 
paper  mill  in  Georgia? 

Ask  Chicago's  Bank. 


The  project:  a  joint  venture  to  build  the  first  major  newsprint  mill 
constructed  in  this  country  in  more  than  a  decade.  A  mill  that  would 
recycle  used  newsprint. 

The  price:  over  $125  million,  $75  million  to  come  from  outside 
financing. 

The  problem:  no  single  approach  seemed  to  fit  the  financing  need. 
Because  the  partners  in  the  project  — Cox  Enterprises,  Knight-Ridder  and 
Media  General— were  significantly  different  in  size  and  financial  structure. 

That' s  where  First  Chicago's  Communications  and  Forest  Products 
Group  came  in. 

Our  industry  specialists  were  already  working  with  one  of  the  companies 
and  calling  on  the  other  two.  And  since  our  20-person  media  group  is 
vertically  integrated,  we  knew  their  business  from  the  ground  up— from 
forest  products  to  newsprint  to  newspapers  to  broadcasting. 

So  they  asked  Chicago's  Bank.  First  Chicago  developed  a  credit  proposal 
with  three  pricing  and  repayment  alternatives,  one  for  each  company's 
requirements.  Later,  we  were  able  to  meld  the  three  alternatives  into  one 
that  satisfied  all  three  companies. 

First  Chicago  committed  to  the  full  $75  million.  Then,  acting  as  agent, 
we  took  $33  million  and  arranged  for  the  partners'  13  other  banking 
relationships  to  participate  in  the  remainder. 

Result:  the  mill  will  be  completed  this  year.  If  s  currently  under  budget 
and  ahead  of  schedule.  And  this  new  source  of  newsprint  will  save  energy, 
conserve  natural  resources,  and  help  reduce  pollution.  That' s  good  news 
for  everybody. 

If  you  need  $75  million  to  build  a  paper  mill,  $20  million  to  buy  a  TV 
station,  or  financing  for  any  media-related  project,  call  Bill  Lear,  Vice 
President,  Communications  and  Forest  Products  Group,  at  (312)  732-6950. 

Whatever  your  business  interests,  from  communications  to  agriculture  to 
petroleum  and  more,  First  Chicago  can  help.  In  America,  or  anywhere 
else  in  the  world,  ask  Chicago's  Bank. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


Chicago  •  Atlanta  •  Baltimore  •  Boston  •  Cleveland  •  Houston  •  Kansas  City  •  Los  Angeles  •  New  York  •  San  Francisco 


<   1979  The  First  National  Bank  of  Chicago.  Member  F.D.I.C. 


Richardson-MerreWs  impressive  growth  and 
profits  record  has  been  badly  marred  by  an 
unfortunate  series  of  accidents. 


Things  that  go 
bump  in  the 
night 


By  Richard  Greene 


Pity  poor  $1  billion  (sales)  Rich- 
ardson-Merrell.  Its  sales  have  al- 
most doubled  since  1973.  It  has 
little  debt — only  14%  of  capital — and 
over  $110  million  in  cash.  Overseas  it 
has  made  major  inroads,  which  are  the 
envy  of  the  industry,  in  hard-to-pene- 
trate  countries  like  Japan  and  India.  Its 
cough  and  cold  medications  are  number 
one  in  most  categories. 

So  what's  to  pity?  Well,  Richardson- 
Merrell  keeps  bumping  into  problems. 
Some  have  been  minor,  the  kind  any 
company  expects.  Others  have  been  ti- 
tanic, enough  to  scar  a  firm's  progress 
profoundly. 

And  the  fact  is,  these  problems  have 
gotten  in  the  way  of  what  otherwise 
would  be  a  highly  successful  marketing 
company. 

The  most  recent  difficulty  came  last 
year  with  RM's  highly  successful  nasal 
spray,  Sinex.  First  introduced  back  in 
1959,  Sinex  was  manufactured  in  the  tax 


haven  of  Puerto  Rico  and  so  was  highly 
profitable.  And  then — bump — RM's  sci- 
entists discovered  a  resistant  bacteria  in 
Sinex  and  voluntarily  recalled  the  medi- 
cation. Says  RM  President  John  S.  Scott, 
with  a  twinge  of  sadness  creeping  into 
his  voice,  "This  was  an  unfortunate  time 
for  us,  because  the  product  was  moving 
very  well,  moving  up  to  take  the  number 
one  spot." 

Very  unfortunate  indeed.  The  net  ef- 
fect was  to  knock  about  $10  million  off 
RM's  earnings,  leaving  the  company 
with  earnings  of  $63  million.  RM  has 
reintroduced  Sinex  and  will  probably  re- 
gain 80%  of  their  market  share  this  year. 
But  the  damage  was  done.  For  the  fiscal 
year  that  ended  on  June  30,  the  com- 
pany's per-share  earnings  slipped  from 
$2.80  in  1978  to  $2.66. 

This  rather  modest  decline  in  earnings 
had  a  disproportionate  effect  on  RM 
stock,  which  slumped  from  a  1978  high 
of  31  to  as  low  as  19%  this  year.  (The 
stock  has  since  recovered  to  25.)  Thus  a 
decline  of  a  few  million  dollars  in  net 


income  knocked  a  quarter-billion  d 
from  the  market  value  of  RM's  23 
lion  shares.  How  so?  Because  the  n 
has  come  to  think  of  the  compa 
distressingly  accident-prone.  Sine: 
only  a  tiny  pinprick  compared  wit 
disasters  and  near  disasters  RM  ha 
in  the  past.  Back  in  1962  RM  nar 
averted  what  could  have  been  the 
catastrophe  ever  to  befall  an  Arm 
drug  company.  RM  had  contract 
distribute  the  infamous  thalido 
which  produced  severe  birth  de; 
Luckily,  problems  with  the  drug 
discovered  before  RM  introduce 
There  was,  however,  some  limited  c 
bution  for  testing,  and  that  cost  the 
pany  millions  in  lawsuits. 

The  same  year,  an  anticholes 
MER-29,  made  it  into  distributic 
eventually  was  shown  to  cause  cata 
baldness  and  impotence.  Although 
insurance  paid  for  a  fair  amount  c 
1,500  lawsuits,  it  still  cost  tens  of 
lions  of  dollars,  plus  deep  wound 
management's   psyche.   When  Fc 
wrote  about  these  problems  bac 
1966,  one  drug  man  commented 
some  people  in  the  industry  felt 
company  might  never  come  out 
without  irreparable  wounds." 

He  may  have  been  right.  To  thi^ 
RM's  ethical  drug  division  has  few 
drugs  and  poor  margins.  Although  r 
senting  some  25%  of  sales,  it  accc 
for  only  20%  of  net  income.  Pres: 
Scott,  a  former  co-captain  of  the  Bi 
University  football  team,  claims 
some  progress  is  being  made  in  pep 
up  the  ethical  drugs  division,  but  ad 
no  improvement  of  consequence  wi. 
pear  in  earnings  for  at  least  a  coup 
years.  At  best,  Scott  notes,  margins 
stopped  eroding  for  the  division. 

This  repeated  susceptibility  to 
dents  has  distracted  investors  from 
impressive  strengths.  Its  earnings 
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Richardson-MerreWs  Scott  { left )  cuid  McGuire 
Sometimes  you  have  to  give  it  a  name  before  you  can  sell  a  remedy  for  it. 
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ably  jump  a  solid  30%  next  year  but 
resent  stock  price — 25  a  share — cap- 
es those  earnings  at  only  about  7 
s  earnings.  That's  almost  an  insult 
1      e  stock  in  an  industry  where  typical 
run  11  to  12. 
a  the  strength  of  its  consumer  prod- 
division  alone,  RM  deserves  better 
e  market.  On  just  64%  of  sales,  this 
x.ion  produces  80%  of  the  net.  Led  by 
venerable   75-year-old   Vicks  Va- 
lb,  RM  is,  without  question,  the 
ber  one  cough-and-cold-medication 
eter  in  the  country.  And  although 
,2  products  are  affected  by  a  cyclical 
is  and  flu  cycle,"  they  are  a  steady 
ee  of  solid  income. 
y/I  has  repeatedly  led  the  way  for  the 
|Stry  with  over-the-counter  medica- 
ls and  toiletries  to  fill  new — discov- 
or  created — needs.  For  example,  the 
pany  brought  out  NyQuil  ten  years 
creating  the  category  of  nighttime 
medications.  More  recently,  Formu- 
cold  medication  featuring  a 
mi :  bination  of  cough  suppressant  and 
ii!  ;;  ^ngestant — established  RM  as  a  lead- 
multi-effect  cold  treatments, 
iie  kind  of  marketing  savvy  that 
ght  about  these  two  products  is 
ing  particularly  beneficial  to  the 
pany  in  its  drive  abroad.  Right  now 
It  65%  of  RM's  earnings  comes  from 
gn  countries  on  51%  of  sales.  With 
acks  in  national  health  plans  in 
tries  like  Australia  and  England, 
tin!  medication  is  becoming  increasingly 
ortant — and  RM  is  positioned  to 
advantage  of  the  growing  market. 
M's  success  overseas  is  all  the  more 
ressive,  considering  the  problems  in- 
ed.  You  can't  sell  acne  medicine  the 
way  in  Germany  as  you  can  in 
Take  the  story  of  RM's  Vicks 
h  drops  in  Japan. 

lates  Thomas  M.  McGuire,  presi- 
of  Vick  International  Latin  Ameri- 
r  East:  "We  had  early  success  with 
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the  cough  drops  in  Japan,  but  we  were 
unable  to  sustain  it.  We  went  back  and 
did  quite  a  bit  of  consumer  research  and 
found  that  our  difficulty  in  dealing  with 
the  Japanese  consumer  was  that  the 
word  cough  had  a  serious  meaning  to 
them.  Cough  was  real  sickness.  In  En- 
glish we  use  the  word  to  represent  a 
tickle  in  the  throat.  The  Japanese  didn't 
have  that  kind  of  word. 

"How  do  you  communicate  that  prob- 
lem to  them  in  a  meaningful  way?  Well, 
going  back  to  the  1920s  with  Listerine's 
halitosis,  one  way  is  the  created  ailment. 
Out  of  that  came  the  idea  of  the  'Ahem 
Bug.'  That's  the  cause  of  the  ailment 
called  the  'Ahems.'  It's  the  sound  you 
make  by  clearing  your  throat.  And  you 
could  go  to  a  Japanese  today  and  say  that 
word  or  make  the  sound  and  I  think  you 
might  be  offered  a  Vicks  cough  drop." 

RM  now  sells  over  $10  million  worth 
of  cough  drops  in  Japan.  And  the  com- 
pany is  using  the  Ahem  Bug  slogan  in 
Brazil  and  Southeast  Asia. 

Another  case  of  marketing  savvy  came 
in  India,  with  a  drug  developed  for  use  in 
that  country:  Tonos-7,  a  tonic  to  build  up 
hemoglobin  in  the  blood.  The  Indians 
were  skeptical  of  the  drug,  so  RM  gave 
the  Indian  Health  Department  money  to 
conduct  before-and-after  blood  tests  on 
any  Indian  buying  the  product.  Tonos-7 
did,  indeed,  build  up  red  blood  cells,  and 
the  Indians  were  convinced. 

At  the  same  time  that  RM  is  forging 
ahead  overseas  and  developing  new  prod- 
ucts for  sale  in  this  country,  Scott  is 
trying  to  get  rid  of  some  of  the  com- 
pany's small,  unprofitable  divisions, 
many  of  which  came  along  in  acquisi- 
tions. In  the  last  two  years,  RM  has  got- 
ten rid  of  its  vaccine,  veterinary  and  plas- 
tics divisions,  all  of  which  contributed 
virtually  nothing  to  earnings.  The  dis- 
posal of  these  do-nothing  divisions 
should  help  RM's  margins. 

No  more  bumps,  please.  ■ 


A  real  gusher 

skin  moisturizer  for  women,  Oil  of  Olay  was  brought  into  Richardson- 
lerrell  only  nine  years  ago  as  part  of  a  $20  million  acquisition  of  South  Africa's 
dams  Co.  Its  success  illustrates  the  kind  of  marketing  knowhow  that  RM  can 
ring  to  a  consumer  product. 

The  first  year  out  under  Richardson-Merrell,  Olay  brought  in  some  $10 
illion  in  revenues.  By  1978  Olay  had  become  a  $100  million  product,  with 
mething  like  $12  million  in  net  income,  or  18%  of  RM's  total  earnings, 
most  half  of  Olay's  sales  are  overseas,  but  it  has  a  third  of  the  U.S.  market. 
Oil  of  Olay  and  RM  were  a  perfect  match.  Olay  is  a  different  kind  of  skin 
oisturizer — it  isn't  greasy.  RM  positioned  it  as  a  skin  moisturizer  that  is 
xy;  a  health  aid  with  an  exotic  image. 

RM  ran  a  series  of  television  ads  featuring  women  from  a  number  of  nations 
ho  praised  Olay.  The  women  were  carefully  picked:  real  users  of  the  product, 
t  actresses;  natural,  average  ladies  who  just  happened  to  be  gorgeous. 
A  little  over  a  year  ago  RM  introduced  an  Olay  spin-off,  Night  of  Olay.  The 
arketers  at  RM  realized  that  women  would  buy  a  product  especially  for 
ghttime  use.  And  that  they  were  used  to  using  a  cream  at  night.  Lo  and 
hold,  a  creamy  Olay  for  the  nighttime.  It  might  not  do  a  whole  lot  more  for 
e  skin  than  the  daytime  Olay,  but  perception  is  what  counts.  It's  already 
:lling  at  the  rate  of  about  $5  million  a  year.  — R.G. 
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Pfister 


T 


Tradition  is  a  treasured  custom 
handed  down  through  time.  At  the 
Pfister  Hotel  and  Tower,  "Salve"  is 
our  philosophy.  Simply  stated, 
"Salve"  hails  a  warm  welcome  to 
those  who  enter.  It  assures  you 
that  the  Old  World  charm  and 
grace  that  greeted  guests  and  dig- 
nitaries in  the  19th  Century  is  un- 
changed. We  continue  to  display 
the  same  consideration  and  cour- 
tesy that  was  thought  to  be  lost; 
nothing  is  more  important  to  us 
than  knowing  you  are  well  taken 
care  of. 

Tradition  is  a  time  honored  prac- 
tice, borne  out  of  dedication  and, 
above  all,  service. 


Member 
Preferred  Hotel  Association 

&  (Dower 

424  E.  Wisconsin  Ave. 
Milwaukee,  Wisconsin  53202 
CALL  TOLL  FREE 

1-800-323-7500 
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In  a  business  where  pizzazz  is  paramount, 
Tom  Macioce  is  a  pure  numbers  man.  But 
look  at  the  results  he  has  produced. 


Allied  Stores 
didn't  grow  but  it 
sure  prospered 


To  his  left,  on  a  shelf  he  can  reach 
out  and  touch  without  leaving  his 
swivel  chair,  Thomas  M.  Macioce, 
president  and  chief  executive  officer  of 
Allied  Stores  Corp.,  keeps  his  bible:  A 
12-inch- wide,  4-inch-thick  book,  Al- 
lied's  five-year  plan. 

When  Macioce  (pronounced  MA-see- 
OH-see)  leaves  his  25th-floor  office  over- 
looking New  York  City's  public  library, 
climbs  aboard  the  company's  Lockheed 
jet  and  goes  to  visit  one  of  his  stores,  the 
book,  like  a  security  blanket,  goes  with 
him.  In  it  are  detailed  records  of  each 
department  in  every  one  of  Allied's  223 
stores,  which  bear  such  names  as  Jordan 
Marsh  (New  England  and  Florida),  Stern's 
(New  Jersey),  Maas  Brothers  (Florida), 
Bon  Marche"  (Northwest)  and  Joske's 
(Southwest). 

It's  not  easy  to  keep  close  watch  on 
every  detail  of  a  $2  billion-a-year  depart- 
ment store  chain  that  is  the  nation's 
fifth  largest,  but  Macioce  manages  to  do 
it.  Ask  him  how  the  men's  shirt  depart- 
ment, say,  is  doing  in  Jordan  Marsh's 
Boston  store.  He'll  pause  for  a  moment, 
search  his  memory  and  tell  you.  Then  he 
checks  the  number  by  looking  in  the 
bible.  He  smiles.  See  how  good  I  am  with 
numbers,  he  seems  to  say.  He  proudly 
calls  it  "hands-on  management."  He's 
been  subjecting  executives  to  it  since  he 
moved  into  the  top  spot  in  1971. 

"I  happen  to  believe  the  chief  execu- 
tive must  become  intimately  involved  in 
all  aspects  of  the  business  and  not  spend 
the  major  portion  of  his  time  on  plan- 
ning for  the  future,"  he  says.  "This  may 
be  a  lot  different  from  what  the  Harvard 
Business  School  teaches  you,  but  this 
happens  to  be  what  I  believe." 

The  ultimate  test  of  any  business  poli- 
cy is:  Does  it  work?  Macioce  makes  it 
work.  Last  year  the  company  earned 
$82.3  million  or  $4.08  per  share  on  sales 
of  $2  billion.  That's  a  3.95%  net  profit 
margin,  among  the  best  in  retailing.  Fed- 
erated Department  Stores,  for  example, 
had  a  3.7%  net  margin;  Dayton  Hudson, 
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3.3%  and  Macy's,  3.4%.  For  the  first  half 
of  this  year  Allied's  net  was  up  25%; 
Federated  Stores'  was  down  4.2%. 

Allied's  numbers  have  steadily  im- 
proved since  1971,  when  the  profit  mar- 
gin was  a  mere  1.5%.  Earnings  per  share 
(fully  diluted)  have  increased  20.5%  a 
year,  from  $1.08  to  $3.98. 

Just  about  the  only  Allied  number  that 
doesn't  look  good  is  its  price/earnings  ra- 
tio: Allied  currently  sells  at  just  about  six 
times  its  expected  fiscal  1979  earnings  of 
$4.25.  The  market  has  yet  to  recognize 


Womas  M  Macioce 
An  eye  on  all  the  stores. 

what  Macioce  has  wrought. 

In  1971  Allied  was  a  very  sick  com- 
pany. It  was  thrown  together  in  the 
1930s  and  1940s  by  B.  Earl  Puckett,  a 
man  who  knew  real  estate  better  than 
retailing.  For  a  time  it  was  the  biggest 
and  most  profitable  department  store 
group  in  the  U.S.,  but  before  long  others, 
notably  Federated,  caught  up  with  and 
surpassed  it.  It  was  a  classic  case  of  lost 
opportunity.  The  country  was  growing 
and  spreading  out,  but  Allied  stood  pat. 
When  the  smoke  had  cleared,  when 
America  had  become  suburbanized,  Al- 
lied was  left  sitting  with  too  many  run- 
ner-up stores  in  too  many  declining  loca- 
tions. Macioce's  predecessor,  Theodore 
Schlesinger,  tried  hard  to  check  the  de- 
cline, but  by  the  early  1970s  Allied  was 
still  a  marginally  profitable  chain. 

In  1971,  at  the  age  of  52,  Macioce  got 
his  chance — if  that  is  the  right  word  for 


getting  to  take  over  what  looked 
corporate  basket  case.  A  tall,  at 
man  who  was  once  captain  of  C] 
bia's  basketball  team,  he  had  join 
lied  1 1  years  earlier  as  vice  preg 
finance.  He  kept  a  mean  set  of  boolj 
others  ran  the  operation. 

"I'll  bet  you  couldn't  wait  to  ge 
hands  on  the  company,"  Forbes  aa 

Macioce  doesn't  respond  right 
That  isn't  his  kind  of  question, 
much  more  comfortable  with  nu 
than  with  personal  matters.  Wh 
replies,  there  is  no  chest-beating 
answer  is  almost  diffident:  "What  \ 
was  based  on  my  programs." 

Modesty  aside,  Tom  Macioce 
exactly  what  he  wanted  to  do.  He 
have  been  rehearsing  the  raOme 
takeover  for  years.  His  first  step  v, 
show  the  flag  throughout  the  Allie 
pire.  "It's  very  important,"  he  say 
be  in  the  field  with  your  executive 
salespeople  and  be  aware  of  physic 
cation.  I  traveled  65,000  air  mile; 
first  year,"  he  recalls.  He's  still  trav 
Instead  of  calling  his  executives  to 
York,  Macioce  gets  on  the  plane  anc 
out  to  visit  the  major  divisions 
year  for  two-  or  three-day  session 
attends  every  new  store  opening. 

That  done,  he  went  to  work  o 
bible,  which  lists  sales,  percentage 
change,  gross  margins,  operating  pi 
expenses,  sales  promotion  exp« 
markdowns,  shrinkage,  turnover  ar 
erage  sale  for  every  division,  stori 
department.  The  numbers  aren't 
compiled  and  filed  away.  You  ge 
feeling  that  Macioce  devours  them 
he's  the  Harold  Geneen  of  retailing 

A  more  traditional  merchant  r| 
have  insisted  on  building  big  store 
stead,  Macioce  ordered  a  cutback  i 
lied's  average  store  size.  "We  decide 
were  not  going  to  build  a  store 
t'h an  150,000  square  feet."  Why? 
cause  if  you  have  a  250,000-squart 
store  you  have  to////  it.  That  mear 
departments  that  don't  make  i 
money.  If  you  have  smaller  stores 
can  concentrate  on  the  more  profi 
departments. 

"We  planned  the  size  of  the  va 
departments  so  that  those  departn 
that  gave  us  faster  turnover  of  in 
tories  and  a  higher  gross  margin  £ 
greater  sales  productivity  per  square] 
were  emphasized  and  the  other  de 
ments  deemphasized.  The  mix  ol 
business  shifted.  In  1971,  55% 
ready-to-wear  and  other  soft  lines, 
furniture,  housewares.  Now  in  our 
stores  75%  is  high-margin,  fast-turr 
soft  lines  and  only  25%  is  in  the  lc 
margin  hard  goods  area." 

Numbers.  Numbers.  Numbers. 

Methodically,  Macioce  tackled  All 
problems  along  lines  that  he  had 
ously  thought  out  well  before  ta 
over.  He  says:   "In  older  departi 
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s  roughly  65%  of  the  total  building 
selling  space,-  35%  was  for  receiving 
handise,  marking  it  and  moving  it 
le  floor.  To  get  more  selling  space, 
'  built  central  distribution  facilities; 
xample,  a  1.2-million-square-foot  fa- 
in Boston  to  service  the  Jordan 
sh  stores  all  over  New  England.  It 
cs  on  a  24-hour  basis  so  merchandise 


m  oj 
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come  in,  be  marked  overnight,  be  on 
jck  the  next  morning  and,  when  it 
to  the  store,  be  immediately  con- 
;d  to  the  selling  floor.  The  result  is 

8^°/,  nf  pvprv  ctnrp  huilf  cinrp  10" 
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85%  of  every  store  built  since  1971 
)w  available  for  selling." 
aving  got  rid  of  some  marginal  oper- 
as (including  Allied's  discount 
es),  Macioce  now  began  to  concen- 
I  on  selling  more  higher-priced  (thus 
ler-margined)  merchandise.  This  is 
er  said  than  done.  Everybody  would 
to  be  Tiffany's,  but  not  everybody 
be.  Nevertheless,  Macioce  knew  he 
.dn't  get  Allied  up  to  the  profitability 
dards  of  the  best  in  the  business  un- 
he  tried.  His  approach  was  pure  Ma- 
le: In  an  almost  military  fashion  he 
down  rules  for  his  buyers. 
<Ve  developed,"  he  says,  "what  we 
:d  the  'intensified  preferred,'  the  'pre- 
:d'  and  the  'must  shop'  resources." 
ioce  talks  that  way.  What  he  means 
:  it  is  a  highly  profitable  item,  ladies 
gentlemen,  your  department 
ned  well  better  have  it.  Gloria  Van- 


derbilt  jeans  or  Hathaway  shirts,  for  ex- 
ample. Such  items  carry  a  premium  price 
tag;  if  there  is  a  premium  price  in  a  line 
of  merchandise,  Allied  stores  must  stock 
it.  He  explains  further: 

"What  this  did  is  get  away  from  all  of 
this  business  of  'my  store  is  different  and 
my  customers  won't  buy  that.'  "  Ma- 
cioce is  convinced  that  regional  differ- 
ences in  tastes  are  less  important  in  this 
McLuhanesque  age  than  they  once  were: 
"The  gal  in  Harrisburg,  Pa.  reads  Vogue 
just  like  the  gal  in  New  York.  The  rich 
farmers  in  Boise  wear  cashmere  sweaters 
just  as  men  wear  them  in  New  York." 

Buyers  usually  don't  like  this  kind  of 
dictation.  It  interferes  with  their  "cre- 
ativity." But  Macioce  says  he  didn't  ask 
them.  He  told  them. 

"We  are  a  very  strongly  disciplined, 
controlled  operation,"  he  says.  "One  of 
the  reasons  we  didn't  show  the  down- 
turn in  1974  that  others  did  is  that  we 
run  disciplined  inventory.  We  monitor 
every  15  days  and  if  a  fellow's  sales  are 
down  5%  and  his  planned  inventory  is 
up  5%  he  gets  a  phone  call  from  here  on 
the  16th  of  the  month." 

Pulling  yet  another  number  out  of  his 
head,  he  says  proudly:  "Our  total  inven- 
tory is  running  just  3%  over  plan."  Con- 
sidering the  impact  the  recession  has 
already  had  on  retail  sales,  this  is  an 
impressive  figure.  J.C.  Penney,  for  exam- 
ple, which  entered  this  year  with  a  se- 


vere inventory  problem,  is  still  taking 
markdowns.  Its  net  plunged  59%  in  the 
recent  quarter. 

Allied  has  scarcely  expanded  since  Ma- 
cioce took  over.  Adjusted  for  inflation, 
its  sales  last  year  weren't  that  much 
higher  than  in  1971.  Federated  Depart- 
ment Stores,  by  contrast,  has  expanded 
more  than  twice  as  fast.  While  Macioce 
poured  money  into  Allied's  more  profit- 
able stores,  he  was  closing  or  selling  the 
less  profitable  ones.  In  most  cases  today, 
as  a  result,  the  remaining  Allied  Stores 
are  number  one  or  two  in  their  market- 
ing areas  rather  than  three  or  four.  Sell- 
ing the  weak  sisters  reduced  the  drain  on 
earnings  and  helped  provide  capital  for 
the  strong  ones,  enabling  Allied  to  reduce 
its  debt  ratio  from  50%  to  37.5%  and  to 
pile  up  cash  at  the  same  time. 

At  last,  Macioce  seems  ready  to  start 
expanding  again.  In  April  he  sold  Allied's 
last  remaining  discount  operation  and 
bought  two  fashion  chains.  These  two 
chains,  Bonwit  Teller,  with  12  stores, 
and  Plymouth  Shops,  with  32,  were  put 
on  the  block  by  ailing  Genesco.  Macioce 
simply  wrote  a  check  for  $21  million.  He 
didn't  have  to  borrow  a  dime  or  dilute 
equity  by  a  single  share. 

Expand  during  a  recession?  When  the 
earnings  of  major  retail  chains  have  be- 
gun to  turn  down?  Replies  Macioce: 
"Even  in  a  depression  a  good  company 
makes  money."  ■ 


'That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it; 

Because  Butler  buildings 
offef  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 
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This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  August  20, 1979 

1,200,000  Shares 

A.  E.  Staley  Manufacturing  Company 

Common  Stock 

(No  Par  Value) 


Price  $24.75  per  share 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  sccririties  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 

Bache  Halsey  Stuart  Shields  The  First  Boston  Corporation  Bear,  Stearns  &  Co.  Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.    Kidder,  Peabody  &  Co.    Lazard  Freres  &  Co.    Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group  Paine,  Webber,  Jackson  &  Curtis 

Mrrnll  Lynch.  Pitrcr.  prnnri      Smith  in  i  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers  Shearson  Hayden  Stone  Inc. 

Smith  Barney,  Harris  Upham&  Co.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 


lssues  August  17, 1979 

$200,000,000 

C.I.T.  Financial  Corporation 

$100,000,000  9%%  Debentures  due  August  15, 2009 
$100,000,000  9.85%  Senior  Subordinated  Debentures  due  August  15, 2004 


Prices  100% 

plus  accrued  interest  from  August  15,  1979 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 

Lehman  Brothers  Kuhn  Loeb  The  First  Boston  Corporation  Hazard  Freres  &  Co. 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group        Salomon  Brothers        Bache  Halsey  Stuart  Shields 

Merrill  Lynch.  Pierce,  Fenner  &  Smith  Incorporated  Incorporated 

Bear,  Stearns  &  Co.  Blyth  Eastman  Dillon  &  Co.   Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Incorporated  Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc.  Loeb  Rhoades,  Hornblower  &  Co. 

Paine,  Webber,  Jackson  &  Curtis    L.  F.  Rothschild,  Unterberg,  Towbin    Smith  Barney,  Harris  Upham  &  Co. 

Incorporated  Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


The  Streetwalken 


SEDCO  isn't  afraid  to  operate  in  the  worlds 
hot  spots.  That's  why  it  sometimes  gets  burned. 


Why  SEDCO  is 
keeping  its  stiff 
upper  lip  closed 


That  Mexican  oil  blowout  fouling  Tex- 
as beaches  is  quite  an  embarrassment  to 
Texas  Governor  William  P.  Clements. 
The  rig  involved  in  the  blowout  belongs 
to  Dallas-based  SEDCO,  Inc.,  a  company 
Clements  founded  and  in  which  his  fam- 
ily is  still  the  largest  holder.  Pemex, 
Mexico's  government  oil  monopoly,  ap- 
parently was  leasing  the  rig  under  a  bare- 
boat contract,  so  SEDCO  may  not  be  at 
fault.  Still,  it  is  one  more  bit  of  unwel- 
come publicity  for  a  company  that  got 
more  than  its  share  when  the  Shah  fled 
Tehran  this  year.  It  seems  that  the  Pah- 
lavi  Foundation — the  Shah's  family — 
was  one  of  SEDCO's  partners  in  a  com- 
pany that  owned  ten  land  rigs  in  that 
unhappy  country.  By  today's  capricious 
standards  in  Iran,  that  makes  SEDCO 
definitely  anti-Islamic — an  excellent  ex- 
cuse to  steal  its  property  and  break  its 
contracts.  As  a  result,  SEDCO  is  expect- 


ed in  a  few  days  to  write  off  its  entire 
investment  in  Iran,  which  also  included 
six  fully  owned  rigs,  pipeline  construc- 
tion equipment  and  a  small  shipyard. 

The  writeoff  looks  like  something  in 
the  range  of  $50  million — almost  $5  per 
SEDCO  share  before  taxes.  It  will  put  the 
cap  on  the  other  bad  news  for  SEDCO  in 
the  fiscal  year  through  lune  30,  in  which 
the  company  earned  only  $1.29  a  share 
in  the  first  three  quarters  and  the  stock 
dropped  from  48  to  as  low  as  24  before 
recovering  to  a  recent  37. 

SEDCO  is  by  no  means  about  to  go 
down  the  tube.  Outside  of  Iran  it  owns 
21  of  the  big  $30  million  to  $40  million 
semisubmersible  rigs  out  of  an  industry 
total  of  115.  But  the  company  has  more 
than  its  share  of  troubles.  In  the  1971-75 
heyday  of  North  Sea  exploration,  SEDCO 
increased  its  earnings  over  300%,  to 
$3.69  a  share.  Its  stock  hit  a  high  of  $66 


SEDCO  founder,  e.x-Pentagoner  and  now  Texas  Governor  William  P  Clements 
Trouble,  trouble, from  the  Gulf  of  Persia  to  the  Gulf  of  Mexico.  


in  1973-74.  But  then  Norwegians 
others  brought  new  semisubmersibj 
pacity  into  a  declining  market,  and 
rental  rates  plummeted  from  $42,5 
a  wretched  low  of  $16,000. 

SEDCO,  the  market  leader,  ke 
drilling  margins  up,  partly  with  th 
of  Iranian  business — which  contn 
31%  of  the  company's  earnings  as  1 
the  first  half  of  the  1978-79  fiscal 
SEDCO  also  turned  a  so-so  pipeline) 
struction  business  into  a  real  m< 
maker;  in  the  company's  record 
year  of  1977  ($4.97  a  share),  pipeline 
struction  contributed  35%.  By  coni 
the  fiscal  year  just  ended  was  the  i 
in  SEDCO's  32-year  history. 

Pipeline  construction  operations  ij 
geria  went  badly  sour,  losing  $11.4| 
lion  in  the  nine  months  to  Mar.  3: 
throwing  SEDCO  into  a  loss  for  the 
quarter.  There  was  also  a  $7  millioi 
hole  expense  in  the  first  nine  moni 
the  result  to  date  of  SEDCO's  19771 
sion  to  go  into  wildcat  exploratory 
ing  itself.  Iran  collapsed  in  the  mido 
the  company's  fiscal  year,  and  in 
that  SEDCO  rig  drilling  for  Mexio 
the  Bay  of  Campeche  was  damage* 
yond  repair  in  the  blowout  that  st: 
history's  worst  oil  spill. 

So  what  of  the  future  for  SEDCO 
President  B.  Gill  Clements,  37,  ai 
helm  as  he  has  been  since  his  fathe 
for  Washington  to  become  Deputy  S 
tary  of  Defense  in  1973?  Analyst! 
quite  cheerful.  Paine  Webber  Mitt 
Hutchins'  John  B.  Walker,  who  red 
visited  the  company,  feels  the  m| 
has  discounted  all  the  bad  news  ano 
faith  in  SEDCO  because  of  its  consi 
tive  accounting.  George  Gaspar, 
publishes  a  report  on  oil  service  firm 
Milwaukee's  Robert  W.  Baird  & 
foresees  fiscal  1980  earnings  recovi 
to  between  $3  and  $4  a  share. 

Peter  Vig,  the  Dallas-based  partm 
Montgomery  Securities,  points  out 
the  leverage  is  tremendous — "ever> 
rise  in  day  rates  can  mean  85  centsi 
tax  to  SEDCO" — when  those  rates 
above  a  breakeven  point.  There 
be.en  some  favorable  developments, 
rates  in  the  North  Sea  have  now 
back  above  $30,000  a  day,  the  pros 
for  active  drilling  in  Asia  is  strengt 
ing  the  worldwide  market,  and 
zooming  price  of  oil  promises  to  t 
every  country  with  seawater  arour 
out  looking  for  the  liquid  gold, 
there's  bad  news,  too.  Loran  Shel 
Offshore  Rig  Newsletter  lists  a  lot  of  s 
submersibles  still  inefficiently  used- 
therefore  overhanging  the  recover 
the  North  Sea  market.  SEDCO's  pipe 
construction  is  now  being  cut  back  1 
operations  in  the  chancier  lands  of  > 
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ria  and  Brazil,  making  the  company  .il 
most  totally  dependent  on  the  scmisub- 
mcrsiblc  business.  The  wildcattmg  ven- 
ture's  payoff   is   neither   certain  nor 
imminent. 

Forbes'  request  to  ask  Gill  Clements  a 
few  questions  about  SEDCO's  future  was 
answered  with  a  frosty:  "We  examine 
such  requests  to  see  it  it  is  in  the  best 
interests  of  the  company  and,  having 


(  urns  (.  Iraft  Industries,  Inc.  is  a  small 
($105  million  revenues)  hodgepodge  of  a 
company  that  gets  about  half  its  rev- 
enues from  its  original  pleasure-boat 
business,  a  perennial  loser  whose  product 
line — mainly  family-size  craft — is  unusu- 
ally vulnerable  to  fuel  shortages.  It  owns 
.1  specialized  plastics  operation;  half  of 
Montrose  Chemical  Corp.,  the  world's 
largest  DDT  producer;  and  two  indepen- 
dent TV  stations,  KCOP  in  Los  Angeles 
and  Kl'TV  in  Portland,  Ore.,  which  pro- 
vide about  75%  of  operating  profits. 

Chris-Craft  earnings  per  share  have 
been  running  more  than  double  last 
year's.  But  that  isn't  why  the  stock  has 
nearly  trebled  over  the  past  12  months 
(to  20)  and  is  selling  at  four  times  book 
value  (less  .ill  intangibles)  and  close  to  ten 
times  earnings  in  an  eight-times  earn 
trigs  market.  Chris-Craft  is  an  asset  play, 
not  an  earnings  play — though  on  the  sur- 
face it  may  not  look  it.  True,  analysts 
estimate  its  TV  stations  alone  are  worth 
at  least  $20  a  shave.  But  the  boat  business 
is  an  albatross,  nearly  obsolete  as  of  four 
years  ago  and  struggling  to  catch  up  ever 
since.  Most  analysts  value  it  at  no  more 
than  $10  million;  some  say  zero. 

So  why  is  this  sad  little  conglomerate 
selling  for  $20  a  share-1  Chris-Craft,  it 
turns  out,  is  a  way  of  buying  20th  Cen- 
tury-Fox Film  Corp.,  the  cash  rich,  $700 
million  diversified  movie  companv. 

Ever  since  Chris-Craft  Chairman  Her- 
bert |.  Siegel  sold  out  his  mmonty  posi- 
tion in  Pipei  Aircraft  for  $49.7  million  to 
Bangor  Punta  Corp.  after  an  eight  year 


done  so,  we  have  decided  not  to  cooper 
ate  with  you."  To  be  charitable,  Clem- 
ents &  Co.  were  probably  inst  worried 
about  Iran — no  use  riling  the  Ayatollah 
and  his  supersensitive  courtiers.  But  un- 
til at  least  some  ol  these  questions  are 
answered,  SEDCO's  stock,  although  ris- 
ing fast  at  the  moment,  is  going  to  re- 
main under  a  cloud — or  perhaps  we 
should  say  oil  spill.  — James  Flanigan 


Herb  Siegel  of  Chris-Craft 


Crazy  like  a  Fox. 

losing  court  battle,  he's  been  using  the 
money  to  buy  two  things — his  own  stock 
and  Fox  stock.  Through  August,  Chris- 
Craft  spent  $34  million  to  acquire  1.1 
million  Fox  shares,  or  14% — making 
Chris-Craft  Fox'  largest  shareholder. 

Is  he  trying  to  take  over  Fox?  Siegel 
repeats  his  familiar  retrain:  "We  have  no 
intentions  at  this  point  other  than  in- 
vestment." Indeed,  Siegel  doesn't  have 
to  take  over  Fox  to  make  a  pile.  Siegel 's 
Fox  holdings  have  a  $14  million  paper 
profit  over  the  $31  average  he  paid  for 
them.  And  once  the  Chris-Craft  position 
gets  to  20"o,  Siegel  can  consolidate  one- 
fifth  ot  Fox  on  the  Chris-Craft  books.  If 


The  Streetwalker) 


that  happened  tomorrow— estim 
Fox'  net  income  at  about  $60  millic 
1979  —it  could  double  Chris-Craft's 
ings  per  share  to  $4  or  so.  At  a  r 
market  price  of  around  20,  that  v 
drop  its  multiple  to  5. 

Meanwhile,  try  this:  Chris-Craf  r 
3.8  million  common  and  equiv 
shares  outstanding,  currently  si 
around  20,  and  owns  1.1  million  si 
of  Fox,  recent  price  about  44.  So  i 
Chris-Craft  share  buys  29%  of  a 
share— $12.75  per  Chris-Craft  s 
Buying  Chris-Craft,  then,  is  a  m 
cheap  way  of  buying  Fox. 

And  if  somebody  actually  does  m 
run  at  Fox — let's  say  there  was  a  ti 
offer  of  $60  a  share — Chris-Craft  v 
make  out  like  a  bandit.  Selling  its 
stock  at  that  price  would  result  in  i 
$15  of  cash  per  Chris-Craft  share. 

Siegel  is  guarded  about  the  sudden 
ularity  of  his  stock.  Says  he:  "1 
comes  a  point  where  the  upside 
stock  doesn't  make  sense.  You  ha1 
be  ice  cold  about  it." 

An  ambiguous  statement?  Yes, 
then  Siegel  isn't  terribly  interest* 
having  the  public  know  what  a 
thing  he's  got.  As  we  said,  Chris- 
has  been  buying  its  own  stock — . 
2.25  million  common  and  equiv 
shares  since  February  1978.  As  the 
italization  has  shrunk,  Siegel's  pn 
tionate  ownership  has  risen;  he 
controls  at  least  13%  of  the  voting  s 
Perhaps  to  encourage  minority  s 
holders  to  sell,  Chris-Craft  doesn't  ] 
dividend;  the  last  one  was  in  1969. 
that  it  couldn't  afford  to  pay  a  divic 
It  currently  has  about  $14  million — ; 
ly  $4  a  share — in  surplus  cash.  On  t 
this,  Fox  pays  Chris-Craft  over  $2 
lion  a  year  in  dividends — "That's 
Chris-Craft  can  use  to  buy  more- 
stock, "  says  Mario  Gabelli  of  New  Y 
Gabelh  &  Co.  "And  don't  forget,  t 
TV  stations  are  real  cash  cows,  too.' 

Add  it  up  and  this  is  what  you  ge 
share  of  Chris-Craft:  $20  or  more  ii 
stations,  $4  in  cash  and  $12.75  in 
stock.  That's  $36.75  per  share.  The 
$45  million  in  long-term  debt,  of  co 
but  against  that  there  are  the  indu? 
assets  and  the  boat  business,  whh 
certainly  worth  something  in  liqi 
tion.  These  two  could  cover  half 
debt.  At  least  that's  the  way  some  it 
tors  are  figuring  the  situation.  But 
bet  that  the  stock  is  actually  going  t( 
or  more  a  share.  That's  liquidation  v 
and  it's  hardly  in  Herb  Siegel's  intert 
liquidate.  From  here  on,  Chris-Cra 
chiefly  a  speculation  on  further  gaii 
Fox  stock — and  there  may  be  more  It 
age  right  now  in  buying  Fox  itself. 

— Thomas 


Why  has  Chris-Craft  trebled  when  it  hasnt 
paid  a  dividend  in  a  decade? 


Not  much  of 
a  company  but 
a  helluva  stock 
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Free.  How  to  get  a  grip  on  your  business 
'travel  problems  before  they  get  out  of  hand . 


Getting  key  people  where 
3y're  needed,  when  they're 
ided,  is  a  problem  your  com- 
iy  faces  every  day. 
And  it's  getting  worse. 
But  there  is  something  you 
1  do. 

You  can  write  or  call  for  the 
e  Beechcraft  Business  Flying 
t.  The  same  kit  hundreds  of 
npanies  have  already  turned 
for  help.  And  this  year,  it's  been 
-dated  and  expanded  with  per- 
ent  new  information  to  make  it 
en  more  helpful. 

Straight-forward  and  easy-to- 
ad, this  kit  is  designed  for  one 
rpose.  To  help  you,  step-by-step, 
ike  a  realistic  evaluation  of 
Aether  a  company  airplane  can 
lp  solve  your  business  travel 
oblems. 


And  it  promises  you  up-front 
answers  to  your  most  important 
questions  about  owning  and  oper- 
ating a  company  airplane.  How  do 
you  determine  the  need  for  one? 
What  size  should  it  be?  Who  will 
fly  it? 

The  kit  even  helps  you  deter- 
mine the  net  capital  cost  to  your 


company  of  owning  a  business 
airplane,  like  the  Beechcraft  Baron 
58TC  shown  here. 

With  this  kit  in  your  hand, 
keeping  business  travel  expenses 
from  getting  out  of  hand  will  be 
a  lot  easier. 

Send  for  yours  today. 


r 


L 


Write  on  your  company 
letterhead  to:  Beech  Aircraft 
Corporation,  Dept.  K,  Wichita, 
Kansas  67201.  Ask  for  our 
free  Business  Flying  Kit,  and 
please  mention  if  you're  a  pi- 
lot. If  you'd  rather  call,  make 
it  collect  and  ask  for 
Dick  Schowalter,  Jr. 
316-681-7072. 

«3  Member  of  General  Aviation' 
Manufacturers  Association 


1 


The  Beechcraft  Baron  58TC.  A  comfortable  6-seat  airplane  that  can  whisk  you  and  your  key 
people  to  thousands  of  business  destinations  at  turbocharged  speeds  up  to  300  mph. 
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I  How  International  Paper  replaced 
amir  kinds  of  paper  with  one  -  and  helped 
I    companies  cut  inventory  in  half 


Mlany  of  the  businesses  in 
America  have  stock  rooms  stuffed 
ill  of  copier  paper. 
One  reason:  They  still  use  a  dif- 
?rent  kind  of  paper  for  each  of 
|hese  types  of  copying  equip- 
lent:  xerographic,  mimeograph, 
)ffset,  and  spirit  duplicator. 
And  each  paper  comes  in  as 
lany  as  6  different  colors,  10  dif- 
ferent sizes,  3  different  weights! 

Headaches  that  can 
hurt  profits 

It's  tough  to  keep  track  of  all 
^nhat  paper. 

pH  You're  apt  to  be  out  of  the  paper 
■rou  desperately  need.  And  not 
[■need  one  of  the  kinds  you  have  on 
norland  for  3  months.  That's  money 
r  feathering  dust. 

Not  only  that,  all  this  paper  can 
I  jfake  up  valuable  space  you  could 
jibe  using  for  more  machines, 
srnore  offices — or  whatever. 

Pity  the  poor  distributors 

The  people  who  supply  these 
ilfcopier  papers  to  businesses  have 
Wheir  problems,  too. 

They've  had  to  stock  about  400 
fjpifferent  "items"  to  keep  all  their 
'^customers  happy.  This  could 


Springhill®  Business  Paper  does  the 
work  of  all  four  papers.  Which  means 
you  can  cut  your  inventory  in  half — and 
still  have  a  good  "stock"  on  hand. 


mean  several  problems:  1)  Having 
an  enormous  stock  to  keep  up 
with — about  half  of  it,  "slow  mov- 
ers." 2)  Standing  a  greater  chance 
of  shipping  the  wrong  kind  of 
paper.  3)  Having  to  limit  sales  be- 
cause of  limited  space. 

Springhill®  Business  Paper 
does  it  all 

International  Paper  felt  that  if 
we  could  make  one  paper  work 
for  all  four  processes,  it  would 
simplify  life  for  everyone. 

It  wasn't  easy. 

We  had  to  fine-tune  the  surface 
smoothness,  sizing,  fiber  con- 
tent, pH  (acidity/alkalinity), 
fillers — everything — to  the  nth 
degree  or  it  simply  wouldn't  work. 


It  took  two  years  — but  we  did  it. 

Springhill®  Business  Paper 
runs  beautifully  for  xerography, 
mimeograph,  offset,  and  short- 
run  spirit  duplicator. 

Now,  even  people  who  have  all 
of  these  different  types  of  copying 
equipment  need  to  order  only  one 
kind  of  copier  paper. 

Not  only  that,  they  can  cut 
their  inventory  in  half. 

And  save  money,  besides— by 
ordering  in  quantity. 

Distributors  can  do  the 
same — plus  improve  their  inven- 
tory turnover.  And  give  their  cus- 
tomers better  service. 

This  innovative  solution  by  IP 
to  the  copier  paper  problems  of 
businesses  is  an  example  of  how 
we  help  all  our  customers — from 
printing  and  publishing  to  pack- 
aging, home  building,  health 
care  and  more. 

May  we  help  you?  For  further 
information,  write:  International 
Paper  Company.  220  East  42nd 
Street,  New  York,  NY  10017. 


® 


INTERNATIONAL 
PAPER 
COMPANY 

220  EAST  42ND  STREET  NEW  YORK.  NEW  YORK  10017 


t's  tough  to  keep  track  of  four  kinds  of  paper  in  all  the 

jrs,  sizes,  weights  you  need.  International  Paper's  Springhill* 

fciness  Paper  simplifies  inventory,  saves  money  besides.  o  1979  international  paper  company 


Transway's  Going  Places! 


1  In  Freight 
Forwarding 


2  In  Marine 
Transportation 

3  In  Trailer 
Manufacturing 

4  In  Liquefied 
Petroleum  Gas 


Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  1 001 7 


Statistical  Spotlight 


\\uld  you  pay  a  premium  for  a  business 
mning  20%  or  more  on  its  equity  capital? 


Compound 
nterest  machines 


ike  to  earx  20%  on  your  money — 
after  taxes — and  be  able  to  reinvest 
most  of  the  profits  at  20%?  We 
tell  you  how  to  do  it,  but  we  can  tell 
ibout  a  great  many  businesses  you 
west  in  which  pull  off  that  neat 
fear  after  year. 

isider  this:  Money  compounded  at 
loubles  every  four  years.  That's  just 
|:arters.  In  ten  years  it  sextuples. 
le  who  can  do  this  well  doesn't 
to  worry  about  inflation, 
[you  would  expect,  companies  that 
i.s  well  tend  to  sell  at  premiums  over 
:st  of  the  market.  In  the  days  of  the 
ier  market,  the  premiums  were 
But  in  today's  one-tier,  many  such 
return  stocks  are  on  the  block  at 
/ely  small  premiums  or  none  at  all. 

table  below  lists  80  good-size 
1'anies  that  have  averaged  20%  or 


better  on  their  stockholders'  equity  over 
the  five-year  period  that  includes  the  re- 
cession of  1974-75.  Premiums?  Not  one 
sells  as  high  as  ten  times  earnings. 

With  stocks  like  this  you  have  only 
one  worry:  Can  they  keep  up  their  high 
rates  of  profitability?  If  they  can,  you 
don't  have  to  worry  much  about  the 
stock  market.  Of  the  companies  on  our 
list,  85%  have  earnings  growth  rates  ex- 
ceeding 15%.  A  few  companies,  Tele- 
dyne  and  Tandy  prominent  among  them, 
pay  no  dividends;  these  are  true  com- 
pound interest  machines. 

Will  these  stocks  go  up  even  if  the 
market  doesn't?  You  get  no  guarantees, 
but  let's  do  a  little  arithmetic:  Take  a 
company  that  earns  $1,  20%  on  a  book 
value  of  $5  a  share,  and  which  sells  at 
10 — ten  times  earnings.  It  pays  a  30-cent 
dividend  and  plows  the  rest  of  its  earn- 


ings back.  Assuming  that  it  can  keep  up 
a  15%  rate  of  earnings  gains,  it  will  be 
earning  $2.00  within  five  years  and  will 
be  paying  out  about  60  cents  in  divi- 
dends. If  the  stock  does  no  more  than 
keep  up  with  its  earnings  and  dividend 
gains,  it  will  be  selling  at  20,  up  100%. 
Look  at  it  another  way:  If  you  pay  ten 
times  earnings  for  such  a  stock,  you  are 
paying  only  five  times  1984  earnings. 

Does  this  sound  familiar?  Of  course  it 
does.  It's  the  old  growth-stock  theory. 
The  theory  was  sound,  but  the  market 
began  putting  too  great  a  premium  on 
growth  stocks.  They  collapsed.  Today 
many  are  available  for  hardly  more  than 
you  would  pay  for  an  ordinary  equity. 

As  we  mentioned  earlier,  there  is  still  a 
pitfall.  A  company's  profitability  can  de- 
cline sharply.  There  is  no  certainty,  for 
example,  that  20th  Century-Fox  will 
continue  to  produce  movies  like  Star 
Wars  or  that  Victor  Posner's  highly  lever- 
aged, highly  speculative  NVF  won't  col- 
lapse. So  you  can't  just  buy  these  stocks 
on  the  numbers;  you  have  to  know 
something  about  the  basic  business  and 
about  the  people  who  run  them.  But 
that's  true  of  any  investment. 

Since  1975  so-called  secondary  stocks 
have  made  a  powerful  comeback,  out- 
performing the  market.  Low-premium 
growth  stocks  like  those  below  could  be 
the  next  to  move.  You  can  make  a  pow- 
erful case  for  them.  — Maria  Latorraca 
and  Stephen  Gilbarg 


The  Compounders 


The  80  companies  below  have  averaged  at  least  a  20%  return  on  equity  over 
the  last  five  years,  a  generally  modest  payout  ratio  and  P/Es  below  10. 


Return  on  equity 

Price/ 

Latest 

Indicated 

5-year 

latest 

earnings 

12-month 

Recent 

1975-1979 

current 

Payout 

mpany 

average 

fiscal  year 

ratio 

EPS 

price 

price  range 

yield 

ratio* 

ndy 

44.1% 

55.9% 

8.0 

$  3.23 

25% 

34%-  2% 

nil 

rvice  Merchandise 

38.5 

36.6 

9.5 

1.81 

17'/4 

23V2-  % 

0.8% 

5 

rth  Resources 

33.3 

18.0 

7.6 

2.72 

20% 

24%-  8V4 

4.8 

48 

attel 

33.3 

19.8 

8.0 

1.23 

9% 

13'/8-  V/z 

3.0 

12 

rsons 

31.4 

32.8 

8.1 

2.78 

im 

2VA-  3'/4 

4.4 

21 

vi  Strauss 

31.2 

30.8 

8.3 

7.60 

63 

63«/2-  6V2 

3.5 

23 

ledyne 

30.1 

37.6 

6.6 

22.24 

147'/4 

151'/2-  7Vi 

nil 

ilonial  Penn 

29.9 

26.8 

5.5 

4.44 

24  Vi 

41V4-18 

5.7 

26 

Sneer  Corp 

29.6 

21.4 

9.3 

4.55 

4214 

43'/8-15'/4 

4.5 

48 

issouri  Pacific 

29.2 

25.1 

5.4 

9.64 

SVA 

59'/2-16% 

5.8 

28 

tex 

28.9 

29.1 

6.9 

1.98 

13% 

14%-  2Vz 

5.8 

27 

uisiana  Land  &  Explor 

28.6 

20.3 

9.9 

3.63 

36 

38%-19% 

4.1 

46 

mston  Natural  Gas 

27.7 

23.9 

9.4 

3.34 

31% 

36%-14% 

3.5 

26 

agara  Frontier  Services 

27.2 

24.1 

6.5 

3.95 

25  Vi 

32%-  5'/4 

3.1 

18 

iited  Energy  Resources 

27.1 

26.1 

6.0 

7.51 

45% 

45Vi-  6% 

5.5 

29 

igelhard  Minerals 

26.9 

20.8 

5.8 

6.11 

35 '/2 

39'/4-147/8 

4.2 

28 

elville 

26.8 

29.7 

8.5 

3.65 

31 

33%-  6% 

4.5 

33 

ISCO 

26.6 

50.6 

8.1 

2.43 

19% 

26-2 

nil 

">w  Chemical 

26.5 

18.5 

7.9 

3.77 

29% 

57'/4-22 

4.7 

41 

heiing-Plough 

26.4 

24.0 

8.9 

3.93 

34% 

67'/4-26'/4 

4.1 

33 

atest  fiscal  year. 
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Return  on  equity 

Price/ 

Latest 

Indicated 

5-ycar 

latest 

earnings 

12-month 

Recent 

1975- 

1979 

current 

Pa  you 

Company 

average 

fiscal  year 

ratio 

EPS 

price 

pnee 

ange 

yield 

ratio" 

Yellow  Freight  System 

26.1% 

22.0% 

9.8 

$  2.20 

21'/2 

4574- 

-I6V4 

3.5% 

23 

MGM 

26.0 

29.2 

9.8 

2.12 

20'/4 

27%- 

-  27s 

2.9 

31 

Diamond  Shamrock 

25.8 

17.7 

7.5 

3.61 

27 

40  - 

-1078 

5.5 

44 

ivid.  y  ld£ 

25.7 

26.9 

8.7 

3.12 

27'A 

39  - 

-19% 

7.4 

67 

MCA 

25.6 

24.2 

8.1 

5.72 

46 'A 

48  V*- 

-1072 

2.6 

17 

Athlone 

25.2 

25.1 

4.5 

4.29 

19'/2 

22  Va  - 

-  574 

6.2 

25 

Beech  Aircraft 

25.1 

29.5 

8.8 

3.40 

30 

31  %- 

-  4% 

3.3 

24 

Super  Valu  Stores 

25.0 

29.5 

9.9 

2.22 

22 

22'/a- 

-  374 

3.0 

24 

Mi nH*-*rn  /Vt prrn 'innKinir 

i  ylK_l\l\.  Ill  IVltlLlldllUlollit 

24.8 

24.0 

7.3 

1.94 

147s 

19V4- 

-  IVa 

1.4 

g 

Tyler  Corp 

24.8 

23.4 

6.7 

2.25 

157s 

197.- 

-  3% 

3.0 

18 

Natomas 

24.7 

20.4 

5.9 

9.54 

56  Vtt 

56% 

-1874 

3.9 

21 

Edison  Bros  Stores 

24.4 

28.9 

7.8 

4.15 

32% 

35 

-  57s 

4.1 

25 

Leaseway  Transportation 

24.3 

25.8 

6.2 

3.53 

2F/8 

26%- 

-  774 

5.5 

32 

Rrrnn'*; 

24.3 

29.1 

9.4 

1.51 

14'/s 

15'/4- 

-  17s 

2.8 

18 

Albertson's 

24.0 

29.4 

8.4 

5.03 

42% 

46V4- 

-1274 

2.8 

20 

Blue  Bell 

24.0 

19.7 

6.2 

4.63 

28% 

31%- 

-  674 

5.5 

32 

CBS 

23.9 

24.7 

8.0 

6.80 

54  Vi 

64  Va- 

-2878 

4.8 

34 

Cooper  Industries 

23.9 

26.9 

9.0 

6.53 

58  Vz 

60  - 

-117s 

3.1 

26 

23.9 

21.1 

7.2 

2.89 

20 'A 

35  • 

-  6% 

4.2 

28 

Cameron  Iron  Works 

23.8 

21.1 

8.8 

5.90 

52 

55'/2- 

-21 

1.2 

8 

Iowa  Beef 

23.8 

18.6 

5.8 

3.76 

21% 

267s- 

-  478 

2.4 

8 

Lucky  Stores 

23.4 

26.3 

8.7 

1.92 

16'/4 

18Vi- 

-  77s 

6.0 

48 

NVF 

23.2 

18.7 

6.6 

1.51 

10 

10%- 

-  l'/4 

nil 

\A/a  ^  h  i  n  t?tnn  PoQt 

¥  »  '.1  "  M  1  1  1  i_  U  Ml    i  l  ->o  I 

23.2 

35.6 

8.0 

3.08 

24'/2 

26  Vi 

-  47s 

1.5 

10 

Best  Products 

22.7 

35.0 

8.8 

3.17 

28 

34'/4- 

-  78 

0.6 

4 

Belco  Petroleum 

22.5 

23.4 

8.4 

4.76 

397s 

44%- 

-  772 

2.0 



15 

Briggs  &  Stratton 

22.5 

27.4 

8.5 

3.35 

28% 

33%- 

-1874 

5.1 

47 

Caterpillar  Tractor 

22.5 

24.2 

8.4 

6.88 

57% 

65  - 

-32 

3.6 

29 

Ashlind  Oil 

22.4 

28.5 

5.6 

7.01 

39 

45  Vi- 

-1 1 

5.1 

24 

Square  D 

22.4 

26.2 

8.3 

2.92 

247s 

297s 

-1474 

6.2 

50 

Bird  &  Son 

22.3 

17.4 

5.5 

3.99 

22 

3778- 

-  97s 

7.3 

34 

20th  Century-Fox 

22.2 

33.0 

6.8 

6.33 

42% 

46  Va  ■ 

-  57s 

5.6 

30 

SCOA  Industries 

22.1 

31.0 

7.3 

3.37 

24'/4 

27Va- 

-  27z 

4.0 

20 

Hnovpr  I  Jrnvpr^l 

X  1 UU  Vtl  I— i  lllVtlodl 

22.0 

27.6 

5.8 

3.63 

207s 

25>/2- 

-  5% 

5.9 

33 

Combined  Insurance 

22.0 

'21.4 

6.5 

3.09 

20 

207s- 

-  6% 

6.0 

37 

Consolidated  Freightways 

21.9 

25.4 

5.3 

5.08 

27 

34  - 

-  97s 

4.8 

23 

Parker  Pen 

21.9 

31.4 

9.3 

1.79 

16% 

17V4- 

-  2% 

2.2 

17 

Caldor 

21.8 

26.3 

7.8 

2.63 

20  Vi 

22%- 

-  378 

2.4 

13 

Stanffer  C^nprnic^il 

ulaullLl  v^l lv  1111  V-d I 

21.6 

18.6 

7.7 

3.09 

237s 

27 

-10 

4.6 

34 

Winn-Dixie  Stores 

21.4 

21.4 

9.7 

3.33 

32 '/4 

34%- 

-2078 

5.2 

43 

Oklahoma  Natural  Gas 

21.2 

23.7 

7.7 

3.26 

25 

28%- 

-117s 

7.2 

37 

Northrop 

21.2 

30.7 

5.4 

6.79 

367s 

4978- 

-  7% 

4.9 

24 

Ohio  Casualty 

21.1 

31.4 

5.2 

6.55 

33  Va 

34  - 

-1474 

4.1 

19 

Dresspr  Indimtrip^i 

L/ltOJkl  111UL1J111V.O 

21.1 

19.5 

9. 1 

5.60 

507s 

5272- 

-1974 

2.2 

17 

Loews 

21.1 

24.4 

4.5 

14.40 

65 '/4 

677i- 

-1472 

1.8 

9 

Union  Camp 

21.1 

17.0 

8.2 

5.78 

47  Vs 

677s- 

-247s 

5.1 

42 

Idle  Wild  Foods 

21.1 

26.8 

4.5 

4.10 

I8V2 

27  - 

-  2% 

4.3 

1 1 

R  I  Reynolds 

21.0 

1 9  4 

6.3 

9.97 

62% 

70%- 

-4972 

6.1 

40 

Vulcan  M^tpn^ls 

20.9 

23.0 

7.4 

4.58 

34 

37Va- 

-11  74 

4.7 

29 

Pay  'n  Save 

20.8 

17.5 

8.5 

3.20 

27  Va 

307h- 

-  972 

2.6 

19 

Avnet 

20.8 

16.7 

7.5 

3.01 

22Vz 

23% 

.  4% 

3.6 

27 

Crouse-Hinds 

20.7 

21.1 

9.9 

3.27 

327. 

33'/4- 

-  872 

3.8 

34 

E  F  Hutton 

20.6 

21.5 

4.8 

4.36 

2078 

25%- 

-  574 

3.8 

17 

Raymond  Intl 

20.6 

19.9 

5.2 

3.81 

19  Vx 

28%- 

-  478 

5.1 

27 

Weis  Markets 

20.5 

21.0 

8.5 

3.00 

25Vi 

27V8- 

-10 

3.1 

23 

Ryan  Homes 

20.5 

20.0 

7.8 

2.86 

227s 

25%- 

-11  '4 

4.5 

32 

Northwest  Industries 

20.4 

22.1 

7.1 

5.25 

3714 

37%- 

-  7% 

5.5 

31 

Flowers  Industries 

20.3 

19.0 

7.0 

1.69 

117s 

17  - 

-  3% 

3.7 

25 

Colt  Industries 

20.3 

18.8 

6.3 

8.06 

51 

51V2- 

-1572 

4.9 

31 

Gulf  &  Western 

20.1 

16.4 

3.8 

4.48 

17 

21Vi- 

-  872 

4.4 

19 

'Latest  fiscal  year. 
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YKK. 


Now  that  we've  ml 
reached  the  top  ~ 
we  might  even  replace 
the  word  zipper  in  the  dictionary. 

in  just  twenty  years  YKK  has  become  a  leading  force  in  zippers. 
How  did  we  do  it?  By  creating  truly  innovative  zipper  products. 
By  concentrating  on  producing  zippers  and  only  zippers.  By  maintaining 

the  highest  quality  possible  at  our  giant  manufacturing  complex  in 
Macon,  Georgia.  And  by  conscientiously  serving  the  manufacturers  whose 
products  we're  in  Products  like  women's  ipJ  children's  apparel,  outerwear, 

footwear,  luggage,  men's  wea^ind  sporting  goods. 
You  may  not  find  a  dictionary  that  reads  me  this  one, 

but  you  will  find  billions  of  YKK  zipperefworking  ^lifcj^^^l^P 
smoothly  in  everything  that  uses  a  zipper  tpirilSk^S^ 


smoothly  in  everything  that  uses  a  zipper 


Quality  in  the  billions. 
From  the  world's  largest  zipper  company. 


•  it 

;%l 


'  (USA.)  inc.  Atlanta  1404)427  5521  Boston  (6171877  6872  Chicago  (3121498-9730  Cincinnati  1513)874  2830  Dallas  (2141438  4131  Denver  I303I289  2823  Creensooro  (919)668  0831  Hawaii  (8081536-3707 
|  OS  Angeles  1213)629  4591  LuDDOCk  (806I747  2'JC2  lyndnurst  NJ  (201(935  4200  or  12121564  5910  Macon  (9121745-7911  Memphis  (9011794  3631  Miami  I  SOS)  573  6022  Minneapolis  (612)888  0798  New  York 
1212)736  3410  Phtla   (2151639  9030  Puerto  RICO  (8091761-6255  San  Fran   1415)468  4770  Seattle  (206)323  9303  St  LOUIS  (3141968  1945  Syracuse  (315)454  9458  YKk  Canada  Lta   Montreal  (514)332-3350 


What  has  Crown  Cork  &  Seal  got  that  its 
bigger  competitors  dont  have?  Answer:  The 
extraordinary  drive  and  single-mindedness  of 
one  man— John  Connelly. 


The  uncanny 
can  company 


By  Paul  W.  Sturm 


John  F.  Connelly  is  74  years  old 
and  a  living  embarrassment  to  his 
competitors  in  the  can  business. 
Since  1957  this  little-known  entrepre- 
neur has  run  Philadelphia-based  Crown 
Cork  &  Seal  Co.;  and  despite  the  handi- 
caps of  selling  a  slow-growth  commodity 
product,  Connelly  has  built  one  of  the 
most  impressive  records  in  American  in- 
dustry. In  all  his  22  years,  there  has  never 
been  a  quarterly  earnings  decline.  Along 
the  way,  Crown  has  evolved  from  a 
struggling  supplier  of  bottle  caps  and  fas- 
teners to  a  major  multinational  manufac- 
turer of  beverage  containers.  This  year 
sales  will  top  $1.4  billion,  and  profits 
should  exceed  $70  million — fast  ap- 
proaching the  level  of  total  corporate  rev- 
enues the  year  Connelly  took  over. 

To  appreciate  what  this  ruddy-faced 
man  with  a  preference  for  stiffly  starched 
white  shirts  has  accomplished,  compare 
his  record  with  those  of  Crown's  once- 
far-larger  competitors:  American  Can, 
Continental  Group  and  National  Can. 
Beginning  in  the  early  Seventies,  these 
firms  moved  to  expand  beyond  the  con- 
tainer business.  Today,  American  is  into 
direct-mail  marketing  and  record  and 
tape  distribution;  Continental  is  a  con- 
glomerate that  includes  life  insurance 
and  a  natural  gas  pipeline.  But  Connelly 
has  kept  Crown— aside  from  its  small 
and  highly  profitable  machinery  divi- 
sion— a  classic  one-product  company. 

The  results  shout.  In  the  years  since  all 
the  diversification,  Crown  has  averaged 
revenue  gains  of  22% — twice  those  of  its 
three  competitors.  With  net  margins  reg- 
ularly above  5%,  it  has  also  stayed  nearly 
twice  as  profitable.  Forbes'  return-on- 
capital  yardsticks  give  Crown  an  impres- 
sive 13.7%  average  over  the  past  five 
years.  American,  Continental  and  Na- 
tional all  earned  below  10%. 

In  1978  Continental's  $2.3  billion  can 
operations  produced  pretax  net  of  $79 
million.  On  about  half  that  revenue, 


Crown  earned  $20  million  more  profit. 
American  actually  shipped  fewer  cans 
last  year  than  in  1971,  while  Crown  has 
tripled  the  dollar  volume  of  its  deliveries 
since  then.  Finally,  in  what  is  the  sincer- 
est  form  of  flattery,  National  Can,  which 
Crown  passed  in  sales  two  years  ago,  has 
sold  its  pet  food  subsidiary  and  aims  to 
concentrate  on  containers. 

All  this  has  made  John  Connelly  quite 
rich.  His  holdings  in  Crown  stock  alone 
are  currently  worth  $80  million.  But,  as 
with  many  hard-driving  entrepreneurs, 
wealth  alone  is  not  what  motivates  him 
and  neither  is  personal  glory.  He  lives 
simply  and  goes  to  great  lengths  to  shun 
publicity.  Connelly's  beginnings  were 
humble:  His  father  was  a  blacksmith,  his 
education  spotty.  A  night  student  at  sev- 
eral Philadelphia  colleges,  his  only  de- 
grees are  honorary.  To  most  of  the  city's 
business  elite  Connelly  is  just  a  name. 
"He  is  the  lonest  of  the  lone  wolves," 
says  Thacher  Longstreth,  who  heads 
Philadelphia's  Chamber  of  Commerce. 


"John  is  one  of  the  nation's  It 
Catholic  philanthropists,  but  hisgi 
always  anonymous." 

In  much  the  same  spirit,  Crowr 
nual  report  is  a  bare-bones  12  pages 
out  pictures.  Connelly  has  not  grai 
formal  interview  to  any  newsman 
1962 — and  in  a  sense,  running  Cro 
the  third  phase  of  his  career.  He  wj 
20  years  for  a  now-defunct  area  p3 
ing  firm  before  a  brief  four-year  stj 
Container  Corp.  of  America.  Then 
nelly  set  up  his  own  business,  Con 
Containers,  Inc.,  a  $40  million-i 
corporation  still  listed  on  the  Am^ 
Stock  Exchange.  When  he  orchestri 
raid  on  Crown,  he  was  53  years  old.l 
months  of  negotiations,  Connelly  a 
to  talk  to  Forbes  only  on  the  con< 
that  he  not  be  quoted. 

Connelly  seems  as  uninterested  : 
trappings  of  power  as  in  the  liml 
that  goes  with  it.  His  corporate  heac 
ters  are  on  the  second  floor  of  a  cani 
in  north  Philadelphia.  Folding  w« 
dividers  separate  the  boardroom  fro 
secretary's  alcove.  And  Connelly  11 
that  he  hasn't  added  one  square  f<j 
administrative  space  since  he  movt 
company  from  Baltimore  more  thi 
years  ago.  Empty  desks  dot  even 
cramped  quarters — symbols  of  his  i 
mination  to  keep  staffing  lean. 

One  of  Connelly's  proudest  ao 
plishments  is  steadily  reducing  ove 
as  a  percentage  of  sales.  Last  ye4 
example,  Crown  spent  3.2%  of  gros 
enues  on  marketing  and  administ: 
expenses — down  from  4.1%  five 
ago.  That  is  roughly  half  the  equh 
figure  at  Continental  Group  and  Nat 
Can,  one-fourth  the  level  at  more 
sumer-oriented  American  Can. 

At  Crown,  everyone — including 
nelly — answers  his  own  telephone, 
the  chairman  has  a  private  office,  j 
executives  who  do  rate  enclosed  cul 
get  the  limited  privacy  of  glass 
tions.  All  travel  is  at  night  or  on  i 
ends — never  on  company  time, 
meetings  are  on  Saturday  mori 
when  customer  offices  are  closed, 
salaries  aren't  high  either:  Connell; 
himself  $180,000  last  year,  less 
third-tier  senior  managers  at  Ame 
and  Continental.  No  other  emplo) 
Crown  made  more  than  $100,000. 

Are  Crown  executives  masocl 
Not  at  all.  Senior  men  get  stock  op 
that  make  them  millionaires  at  r 
ment.  For  those  down  the  ladder,  thi 
the  intangible  but  very  real  rewa 
playing  on  a  team  that  is  winning  a£ 
bigger,  stronger  competitors.  "Con 
is  a  little  like  George  Patton,"  say 
competitor.  "I've  seen  plant  man 
leave  Crown  to  double  their  salane 
go  right  back  to  him  after  a  couj 
years."  The  firm  rewards  performan 
promoting  exclusively  from  within 
Connelly  knows  many  of  its  1 
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A  VITAL  ELEMENT 
IN  LEAR  SIEGLER'S 
GROWTH 


Vision  helped  us  achieve  the 
highest  records  of  our  25-year  history 
in  fiscal  1979.  Sales  rose  15  percent 
to  $1,327,271,000,  net  earnings  were 
up  31  percent  to  $63,276,000,  earnings 
per  share  up  27  percent  primary  to 
$4.50  and  up  28  percent  fully  diluted 
to  $3.72. 

It  took  vision,  too,  to  achieve  LSI's 
present  level  of  diversification. 
Today,  this  diversification  includes  a 
wide  variety  of  technical  products, 
automotive  products,  farm  machin- 
ery, machine  tools  and  furniture 
components. 

We  enter  our  second  quarter 
century  with  the  momentum  of  25 
years  of  profits  and  24  consecutive 
years  of  dividend  payments. 
Quarterly  dividends  on  common 
stock  were  increased  five  times  in 
the  past  four  fiscal  years. 

These  achievements  result  from 
the  positive  attitude  of  our  manage- 
ment and  employees,  our  planning, 
emphasis  on  productivity,  good 
communications  and  common  sense. 
That's  what  got  us  where  we  are 
today.  With  continued  vision,  we 
intend  to  improve  on  it. 

To  know  more  about  us,  write 
Dept.  AR,  3171  South  Bundy  Drive, 
Santa  Monica,  CA  90406. 


ISI 

LEAR  SIEGLER.  INC. 


"Our  commitment  to  corpora 


"We  didn't  set  up  a  global  banking  system  just  to  cash  travelers  checks  for  tourists 
in  Kuala  Lumpur.  The  simple  truth  is  that  multinationals  are  big  business  to  us,  and  we're 
going  to  deliver  the  goods  for  them  wherever  they  need  delivering."  carey 

"Chase  stations  a  relationship  manager  in  the  multinational's  home  country, 
and  account  managers  at  each  subsidiary.  With  our  system,  we  stay  in  touch.  We  know 
where  and  what  our  clients'  needs  are.  So  when  a  client  needs  Kroner,  Lira,  or  Yen, 
we  don't  have  to  go  back  to  square  one.  We  can  move  immediately."  stankard 

"There  are  no  armchair  admirals  at  Chase.  Our  relationship  managers 
know  first  hand  the  locations  where  their  multinational  clients  have  significant  operations. 
That's  just  one  way  we  make  sure  communications  are  in  sync,  and  stay  that  way. 

This  increases  our  :ravel  bill,  but  it's  worth  it."  carey 


We  deal  with  some  companies  in  30  or  40  places  around  the  world.  We  cover  each  location 
l/ith  experienced  bankers.  It's  a  chain.  We  just  can't  afford  to  have  any  weak  links."  stankard 

"We're  geared  to  shift  our  focus  quickly,  as  the  needs  of  our  customers  change. 
Right  now,  one  industry  sector  may  need  less  support  in  Europe  than  another, 
while  in  the  Pacific  the  opposite  may  be  true."  carey 

"To  work  right,  a  multinational  financial  system  has  to  be  in  place  worldwide. 

And  OUrS  IS.  STANKARD 


The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates 
providing  vast  sums  of  money  and  essential  banking  services  for  clients 
in  over  100  countries.  What  we  offer  is  yours  through  your  Chase 
Relationship  Manager.  Call  on  today's  Chase  Bankers  today. 


CHASE 


workers  personally.  "He  visits  us  about 
twice  a  year  and  spends  a  morning  on  the 
line,"  says  Robert  King,  manager  of  a 
185-employee  plant  in  Spartanburg,  S.C. 
"When  the  average  guy  shakes  hands 
with  the  chairman  of  the  board,  that's 
really  something." 

As  might  be  expected,  Connelly's 
management  style  is  hands-on  with  a 
vengeance.  He  travels  nearly  70%  of  the 
time,  and  on  a  recent  ten-day  jaunt  via 
commercial  airlines  he  managed  to  visit 
Crown  offices  in  South  America,  Africa 
and  the  U.K.  "Whenever  he  leaves  a 
plant,  Connelly  always  gives  some  kind 
of  order — even  if  only  to  tell  the  manager 
to  put  his  phone  on  the  other  side  of  his 
desk,"  explains  one  underling.  "He 
wants  people  to  know  he's  watching." 

Such  close  attention  to  detail  gives 
Connelly  a  nuts-and-bolts  familiarity 
with  Crown's  manufacturing  processes, 
but  he's  also  eager  to  grab  an  order  book 
and  sell.  Brewers  and  bottlers  are  often 
surprised  to  find  the  chairman  of  a  bil- 
lion-dollar supplier  personally  seeking 
their  business.  Thomas  Hiles,  executive 
vice  president  of  Carolina  Canners,  Inc., 
a  Pepsi  bottling  cooperative,  recalls  how 
quickly  Crown  agreed  to  build  a  $25  mil- 
lion factory  to  serve  his  plant.  "John  and 
I  did  the  deal  in  five  minutes  on  a  hand- 
shake," he  explains.  "That  man  treats 
customers  like  most  people  treat  their 
parents." 

Is  there  some  secret  ingredient  in  Con- 
nelly's stunning  success?  Some  formula 
that  can  be  packaged  and  delivered  to 
business  school  classes?  Only  this:  He 
has  found  a  way  to  operate  a  giant  busi- 
ness as  though  it  were  still  a  small,  entre- 
preneurial one.  Each  of  Crown's  90 
plants  is  an  independent  profit  center, 
small  enough  to  minimize  local  overhead 
but  large  enough  for  production  econo- 
mies of  scale.  At  the  corporate  level,  pen- 
ny-pinching is  legendary:  Despite  can- 
makers'  trouble  with  litter  laws  and  recy- 
cling, Connelly  spends  not  a  cent  for 
lobbying  or  public  relations.  Reportedly, 
the  industry  trade  association  regularly 
duns  him  by  telephone  for  Crown's  an- 
nual dues. 

"That  company  works  because  John 
Connelly  behaves  as  if  the  business  be- 
longs to  him,"  says  Frank  Sellinger, 
president  of  Jos.  Schlitz  Brewing  Co.  and 
a  longtime  Connelly  associate.  "He 
hasn't  allowed  even  one  layer  of  manage- 
ment to  separate  him  from  day-to-day 
operations.  You're  not  supposed  to  be 
able  to  run  a  big  company  like  that,  but 
somehow  he  does." 

To  Connelly,  of  course,  Crown  really  is 
a  family  firm.  He  and  various  personal 
foundations  own  14%  of  its  stock,  and 
with  additional  employee  interests  Con- 
nelly figures  that  over  45%  of  the  shares 
are  closely  held.  The  only  major  outside 
stockholder  is  Henry  Singleton,  chair- 
man of  Teledyne,  Inc.,  which  acquired  a 


5%  block  last  year.  Though  Connelly  has 
never  met  Singleton,  and  the  two  are  as 
unlike  as  can  be,  they  operate  on  a  com- 
mon business  wavelength.  Like  Tele- 
dyne,  Crown  pays  no  dividends,  opting 
instead  for  a  debt-free  balance  sheet  and 
steady  capital  spending — $100  million 
last  year,  more  than  any  other  can  com- 
pany. Also,  Connelly  regularly  buys  back 
his  own  stock  whenever  the  price  dips 
below  book  value. 

Such  peculiarities  keep  Crown  from 
being  a  favorite  with  institutional  inves- 
tors, and  its  shares — even  with  clock- 
work double-digit  earnings  growth — 
trade  at  a  modest  eight  times  earnings. 
Nonetheless,  Wall  Street  analysts  regu- 
larly recommend  the  company,  which  at 
the  moment  is  one  of  the  few  packaging 
firms  on  brokers'  long-term  buy  lists. 
"By  luck  or  by  genius  they  seem  to  make 
all  the  right  decisions,"  explains  Richard 


"John  saw  two  or  three  big 
aluminum  companies  out 
there  making  their  own  cans 
and  selling  the  raw  material 
to  others,  so  he  figured  that 
as  a  small  customer  he'd  have 
very  little  power  over  them," 
says  a  colleague.  "With  steel, 
he  can  play  things  off  against 
a  whole  army  of  suppliers," 


Palm,  who  follows  the  company  for  Mer- 
rill Lynch.  "Connelly  went  abroad  early, 
he  developed  the  right  technology  and  he 
stayed  out  of  aluminum." 

Crown's  international  business,  which 
now  produces  over  one-third  of  corporate 
revenue  and  profits,  is  indeed  one  of  its 
great  strengths.  The  company  is  in  37 
countries,  including  such  exotic  spots  as 
Malaysia  and  Zaire.  It  began  expanding 
nearly  20  years  ago  when  Connelly  dis- 
covered that  the  commission  agents  who 
sold  Crown's  bottle  caps  and  canmaking 
machinery  wanted  to  become  managers 
of  production  facilities.  These  plants,  es- 
pecially in  less-developed  countries 
where  market  growth  is  fastest,  often 
use  equipment  that  is  outmoded  here, 
but  the  up-from-the-bottom  entrepre- 
neurial spirit  is  the  same.  Today,  not  one 
American  is  on  Crown's  payroll  outside 
the  U.S. 

As  for  technology,  Crown  was  the  first 
canmaker  with  a  major  stake  in  two- 
piece  construction.  In  the  late  Sixties, 
when  beverage  can  sales  began  growing, 
these  seam-free  containers  became  eco- 
nomical. Connelly  embraced  the  new  de- 
sign quickly,  while  his  competitors 
fought  a  defensive  action  to  protect  in- 
vestments in  the  older  three-piece  pro- 
cess. Eventually,  American  and  Conti- 
nental swallowed  multimillion-dollar 
writeoffs — and  Crown  had  new,  low-cost 
plants  in  all  the  right  places. 


Connelly's  instinct,  meanwhil 
him  to  avoid  aluminum  when  tl 
material  was  considered  the  wave 
future.  "John  saw  two  or  three  big 
num  companies  out  there  makin 
own  cans  and  selling  the  raw  Tiat 
others,  so  he  figured  that  as  a  snii 
tomer  he'd  have  very  little  pow< 
them,"  says  a  colleague.  "With  st 
can  play  things  off  against  a  whol 
of  suppliers." 

So  far,  that  strategy  seems  shrev 
ergy  costs  have  led  to  hefty  incre 
the  price  of  aluminum  can  stoc 
Crown's  reliance  on  steel  should  { 
ue  to  give  it  a  competitive  edge; 
gains  experience,  the  compam 
steadily  reduce  the  metal  conteni 
products — and  thus  cut  prices  tQ 
rising  raw  material  costs. 

Although  he  admits  to  being  7 
associates   suspect  Connelly 
older.  Yet  a  tiny  hearing  aid  is  hi 
concession  to  age,  and  his  bi) 
schedule  would  tire  a  man  of 
recreation,  he  owns  Bright  View  fl 
respected  thoroughbred  stable  th| 
vides  an  excuse  for  an  occasional 
the  track.  (The  horses  that  ca 
green-and-white  colors  are  nam 
various  family  members— include 
six  Connelly  children  and  two 
who  are  nuns.)  Still,  the  patrian 
little  interest  in  relaxation.  "So: 
pie  play  golf  for  fun;  I  run  the  bus 
he  once  told  a  friend. 

No  man  is  immortal.  And  th| 
single-mindedness  that  helped  Joh 
nelly  succeed  may  prove  his  urj 
Just  across  the  hall  from  his  cornei 
is  the  empty  desk  occupied  until  re 
by  John  Luviano,  57,  Connelly's  on 
heir  apparent  and  a  man  who  hac 
25  years  working  at  Crown.  In  lat 
with  no  explanation,  Luviano  left 
come  president  of  Midland  Glass 
corporation  one-sixth  Crown's  si2 
an  old  guy  forces  a  younger  guy  out 
Arthur  Stupay,  an  analyst  at  Pr 
Ball  &  Turben.  "After  what  happe 
CBS,  ITT  and  Occidental  Petrc 
that's  hardly  news." 

Connelly  responded  with  some 
top-level  promotions  and  insist: 
name  a  replacement  for  Luviano  s; 
But  almost  in  the  next  breath  he 
about  hitting  $2  billion  in  sales  b 
without  sacrificing  even  a  fractic 
point  in  profitability.  That  would 
Crown  a  $2  billion  company  with 
ings  of  over  $7  a  share.  If  Connelly 
his  goals — and  heaven  help  his  assc 
if  he  doesn't — an  investor  in  1 
stock  today  is  paying  only  four 
earnings  three  years  out. 

The  hitch  is  that  John  Connelly 
pushing  80  by  then.  So,  one  of  two 
will  happen.  Either  he  will  pick  hir 
real  successor,  or  must  prove  tc 
Street's  satisfaction  that  he  is 
from  the  normal  aging  process.  I 
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arris  technology 
n  the 
b 


i  information 
/stems, 

larris  produces 
ata  processing 
irminals, 
eneral-purpose 
omputers, 
/ord  processing 
ystemsand 
jpervisory 
ontrol  systems. 
Multi-function 
istributed  data 
rocessing  systems 

om  Harris  provide  remote  access  to  central  computers 
)lus  on-site  computing  power,  helping  business 
nd  government  handle  growing  data  processing  workloads. 
Harris  technology  works  worldwide— in  communication 
jquipment,  information  systems,  government  systems, 
miconductors  and  printing  equipment.  For  information,  write 
arris  Corporation,  Melbourne,  Florida  32919. 


Harris  1680  distributed  data  processing 
system  at  General  Foods 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


Why  Diamond  International  isn't 
Jke  other  forest  products  firms. 
I)r  other  Diamonds. 


IB)  you  confuse  Diamond  International 
;  y  th  other  Diamonds  (Diamond  Crystal 
i  ilt,  Diamond  M,  Diamond  Shamrock)? 
Nbn't.  We're  the  Diamond  that  comes  f rom 
Upes.  We  also  take  the  trees  we  harvest 
Hrther  than  commodity  forest  products 
sq  mpanies.  Right  into  your  home. 


Nearly  70%  of  our 
products  begin  as 
trees.  Over  1.4 
million  acres  of 
timberland.  A 
natural  raw 
material 
resource  we 
don't  ever  plan 
to  run  out  of. 
It's  too  valuable.  And 
its  value  grows  year 
after  year. 
We  also  add  value  to 
lany  of  the  forest 
roducts  we  make 
ipd  market.  Be 
muse  we  convert 
lany  of  them 
|  a  unique  mix 
I  branded  con- 
limer  products 
jike  Bicycle®  Bee? 
j|ongress®and  Tally-Ho 
paying  cards.  Diamond 
patches — paper  plates.  Vanity 
lair®  paper  towels,  facial  and  bathroom 
issues,  napkins.  Campbell®  school 
|nd  office  supplies.  Finished  lumber. 

1.4  million-acre  resource  so  valuable 
very  tree  harvested  is  replaced. 


What's  an 
office  without 
office  supplies? 

For 


A  new  fast-food 
time  saver. 
The  "Money  Tray 


What  they  don't  buy 
they  use.  Consumers 
don't  buy  all 
our  products 
directly.  But 
they  use  them 

example,  we're  a  $400  million 
packaging  company.  Apart 
from  folding  cartons,  we  also 
make  molded  fiber  trays  that 
keep  meat  fresh  longer. 
Trays  that  protect  produce. 
Trays  that  can  help  speed 
fast-food  chain  operations 
and  save  money. 

We're  also  the  largest 
producer  of  fiber  egg  cartons .  One 
new  window  design,  Vue  Post® 
is  the  strongest  and  safest  made. 


4  out  of 5 
Americans 
play  cards. 


A  billion-dollar  Diamond.  There  are  other 
key  factors  that  make  Diamond  different.  In 
the  last  six  years  our  sales  have  nearly 
doubled  to  over 
$1  billion.  Every 
year  for  the  last 
98  years  we've 
paid  stockholder 
dividends.  And 
our  dividend 
yield  for  the  last 
five  years  is  the 
highest  among 
forest  products 
companies. 
Write  Dept.  F-99  for  our  quarterly 
and  annual  reports 

w 


Our  Vanity  Fair®  line 
paper  towels,  tissues,  napkins. 


DIAMOND 

INTERNATIONAL 

733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


The  spread  of  casino  gambling  to  states  like 
New  York  is  not  a  question  of  if,  but  of  when. 


Iff  they're  going  to 
gamble,  let  them 
do  it  at  home 


By  James  Cook 


Casino  queues  on  the  Atlantic  City  Boardwalk 

A  new  East  Coast  market  tapped  a  new  mass-market  customer. 


Not  since  Penthouse  took  a  1 
Playboy  and  the  $500 
men's  magazine  market  h 
one  taken  such  a  predatory  loc 
major  market  as  New  York's 
Gambling  Study  Panel  took  last 
at  the  prospective  $9  billion-a-yei 
bling  market.  So  far,  Atlantic  Cn 
monopoly  on  that  market  on  tl 
Coast.  Now  New  York  State  wj 
share.  "Establishment  of  casinos  i 
ern  New  York,"  an  interim  repon 
panel  observed,  "would  split  the 
able  East  Coast  gambling  unive 
proximately  in  half  (28  million  [p| 
tive  players]  to  New  York,  25  mil 
Atlantic  City)." 

Casino  gambling  is  not  a  ze 
game.  The  more  places  that  hav 
nos,  the  more  people  will  gamb 
everyone  can  afford  to  travel  to  1 
gas  or  Atlantic  City.  Nevertheless 
one  state  has  it  and  a  neighbon 
doesn't,  the  casino-less  state  is  g( 
suffer  a  drain  of  dollars.  Big  sui 
already  being  drained  out  of  Ne\ 
State  by  the  new  casinos  in  A 
City,  by  the  Meadowlands  sport 
plex  across  the  Hudson  from  Man! 
by  the  booming  jai  alai  games  in 
boring  Connecticut. 

According  to  the  panel's  stud)| 
York  already  loses  $110  million 
that  its  residents  give  up  to  casi 
Nevada  and  Atlantic  City,  and  it 
to  lose  at  least  $500  million  insi 
few  years  if  it  doesn't  act  to  stan 
flow.  By  1985,  one  New  York  stuc 
eludes,  Atlantic  City  will  have  te 
nos  in  operation,  vs.  only  two  toda 
As  the  panel  sees  it,  casino  gai 
could  prove  to  be  the  biggest  th 
New  York  since  pump-priming 
vented  back  in  the  Thirties.  The 
figures  that  with  legalization  Ne\ 
could  produce  as  many  as  40 
around  the  state  at  an  average 
$100  million  apiece,  generating  j 
the  thousands  and  rejuvenating  a  s 
local  economies.  With  casinos 
lished  in  urban/resort  areas  like  N 
Falls,  the  Catskills,  Coney  Islar 
Manhattan,  the  state  ought  to  be 
generate  more  than  107,000  ne^ 
(including  5,000  in  construction),  a 
mated  annual  casino  win  of  $3  bil 
two-thirds  of  which  would  come 
New  York  City — and  tax  proceeds 
state  of  upward  of  $600  million 

Such  benefits  are  postulated  c 
emergence  of  a  vast  new  East  Coas 
ket  for  casino  gambling.  Even  so,  t 
billion  estimate,  according  to 
Donati  Jr.,  executive  director 
study  panel,  falls  in  the  consei 
middle  range.  There  is,  after  all,  ar 
population  of  22  million  people 
150  miles  of  New  York  City,  with 
annual  income  of  $265  billion,  pi 
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There  are  ways  to  keep  the  lid 
1  employee  benefit  costs.  Your 
mes  Account  Executive  will  call 
1  James  benefit  professionals  to  find 
it  if  your  company  can  take  advan- 
ge  of  cost  containment  and  coverage 
isign  modifications  that  cut  costs 
iithout  cutting  benefits. 

These  James  employee  benefit 
cperts  will  also  analyze  your  current 
>verage  to  determine  if  you  can  lower 


costs  and  improve 
protection  through 
effective  placement 
with  competitive  com- 
panies, self-funding  and  cash  flow 
management,  strict  claim  supervision, 
and  plan  design  to  avoid  plan  abuse. 

To  take  advantage  of  this  no- 
obligation  offer,  contact  your  nearest 
James  Account  Executive.  Or  write 
Reynolds  Blossom,  Vice  President, 


Fred.  S.  James  &  Co.,  Inc.,  230  West 
Monroe  Street,  Chicago,  Illinois 
60606. 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 
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Our  strategies 
yield  real  growth 
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o  company 
can  control  or 


even  completely  foresee 
Ithe  rate  of  inflation.  But  at 
Northwest  Industries, 
we're  always  trying  to 
lessen  its  influence  on 
our  operations.  We  do 
this  by  sticking  with  long- 
standing management 
strategies  that  are 
particularly  helpful  in 
uncertain  times. 

Our  goal  is  to  pro- 
duce real  growth.  And 
that  means  to  maximize 
the  total  return  to  our 
stockholders— including 
dividend  income. 

Vertical  Integration 

One  tool  we  use  is  ver- 
tical integration.  It  doesn't 


just  provide  cost  efficien- 
cies. It  helps  insulate  our 
operating  companies 
from  price  volatility  in 
purchased  materials  and 
services.  For  instance, 
our  General  Battery  Cor- 
poration's integrated  pro- 
duction processes  in- 
clude everything  from 
secondary  lead  smelting 
and  plastic  case  manu- 
facturing to  the  delivery 
of  batteries  by  its  own 
trucks.  This  kind  of  con- 
trol helps  keep  our  prod- 
uct costs  both  reason- 
able and  comparatively 
predictable. 

We  also  have  a  con- 
scious policy  of  making 
forward  commitments  on 
key  raw  materials  well 
into  the  future— far  longer 
than  many  of  our  com- 


petitors. Occasionally,  we 
calculate  wrong  and  miss 
out  on  falling  prices.  But 
we  like  the  advantage  of 
having  known  costs  for 
an  extended  period  of 
time.  For  instance,  by  set- 
tling now  on  future  cotton 
costs,  Union  Underwear 
Company  can  stabilize  an 
important  cost  element. 
This  helps  Union  plan 
production  and  price  its 
goods  sensibly. 

Efficient  Production 

Efficient  production 
also  helps  us  fight  infla- 
tion. Almost  all  of  our 
companies  are  industry 
leaders.  That  allows  us 
advantages  many  com- 
petitors do  not  have,  so 
we  can  make  good  prod- 
ucts at  lower  costs.  And 
when  it  comes  to  main- 
taining or  increasing 
margins  in  an  inflationary 
environment,  our  com- 
panies frequently  do  the 
job  through  cost  reduc- 
tion rather  than  by  relying 
on  price  increases. 

Another  way  our  com- 
panies maintain  margins 
without  price  increases  is 
by  upgrading  product 
mix  They  drop  lower 
margin  goods  to  con- 
centrate on  more  profit- 
able items.  This  ensures 
our  facilities  are  utilized 
for  maximum  profitability. 

Acquisition  Criteria 

That  we  seek  stability 
in  an  unstable  economy 
is  also  evident  in  our 
acquisition  criteria.  These 
criteria  generally  rule  out 
companies  subject  to 
large  cyclical  swings.  And 
we  avoid  companies  that 
are  dependent  on  a  single 
supplier  or  customer.  We 
never  want  a  supplier  or 
customer  to  control  our 
bottom  line.  Also,  we 
avoid  highly  labor-inten- 
sive businesses.  We 


believe  we  can  control  the 
availability  of  capital  more 
easily  than  the  availability 
of  labor. 

CI.S.  Orientation 

Another  way  we  have 
tried  to  insulate  our  stock- 
holders from  uncertainty 
is  by  keeping  Northwest's 
earnings  coming  essen- 
tially from  the  CI.S.,  and 
for  good  reason.  With 
95%  of  our  earnings  U.S. 
based,  we  have  avoided 
the  comparatively  high 
rates  of  inflation  and  the 
unstable  economies  of 
many  countries,  not  to 
mention  the  damaging 
effects  of  fickle  policy 
changes  by  foreign  gov- 
ernments. For  the  most 
part,  we've  also  avoided 
the  vagaries  of  foreign 
currency  fluctuations. 

Every  policy  we  follow 
—whether  it  pertains  to 
management,  manufac- 
turing, or  marketing — 
seeks  to  add  stability  to 
our  rates  of  growth.  And 
not  just  growth  at  the  rate 
of  inflation,  but  at  a  con- 
siderably higher  rate. 

For  more  information, 
you  might  like  to  write 
for  our  annual  report  or 
SEC  Form  10-Kto 
6300  Sears  Tower, 
Chicago,  IL  60606. 


Northwest  Industries, lnG 
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other  17  million  tourists.  So  Donati's 
optimism  seems  justified.  In  its  first 
year,  Atlantic  City's  Resorts  Internation- 
al casino  had  a  gambling  win  of  $220 
million — equal  to  more  than  11%  of 
what  Nevada  took  in  during  the  same 
period.  With  another  five  to  ten  casinos 
in  the  offing,  the  take  could  rise  rapidly. 

To  an  extent  New  York  State's  propos- 
al is  merely  defensive — to  prevent  com- 
petition in  other  states  from  draining  off 
New  York's  tourist  and  recreational  rev- 
enue as  they  have  New  York's  industrial 
and  manufacturing  revenues.  Catskill  re- 
sort owners  already  complain  privately 
they've  been  losing  convention  business 
to  Atlantic  City,  and  without  quick  ac- 
tion on  casino  gambling  many  Catskill 
businesses  are  ready  to  close  down.  Casi- 
no gambling,  according  to  one  study, 
could  bring  the  Catskill  hotels  an  addi- 
tional $35  million  in  revenue  (or  $107 
million  altogether),  plus  an  additional 
$77  million  in  casino  revenue. 

If  Atlantic  City  is  any  index,  gambling 
on  the  East  Coast  is  shaping  up  as  a  very 
different  business  from  what  developed 
in  the  Mafia's  earthly  paradise  in  the 
Nevada  desert.  To  begin  with,  Atlantic 
City's  clientele  has  been  significantly 
less  well  heeled  than  Las  Vegas'.  Accord- 
ing to  one  New  York  City  report,  most  of 
Atlantic  City's  customers  so  far  have 
been  lower-middle-  and  working-class 
people,  and  casino  gambling  in  New 
York — because  city  residents  will  pro- 
vide the  bulk  of  the  proceeds — is,  if  any- 
thing, likely  to  tap  an  even  less  affluent 
clientele.  New  York's  lower-middle-  and 
working-class  population  is  already  the 
prime  support  of  its  numbers  (illegal), 
lottery  and  off-track  betting  operations. 
And  the  New  York  City  report  concludes 
that,  if  casinos  are  legalized,  "The  city's 
own  lower-middle-  and  working-class 
residents  will  pay  the  city's  economic 
redevelopment  costs." 

Atlantic  City's  gamblers  don't  come 
for  vacation,  as  they  do  in  Las  Vegas. 
Three-quarters  come  for  the  day  and 
then  go  home.  The  result  is  that  hotel 
operation  is  a  lot  less  lucrative  than  it  is 
in  Nevada.  In  Atlantic  City,  in  fact,  $1  in 
gambling  revenue  generates  less  than  20 
cents  in  nongaming  revenue  (food,  room, 
drink),  vs.  more  than  70  cents  in  the  large 
Las  Vegas  casinos.  So  the  hotels  are  run 
as  loss  leaders  and  justified  because  they 
provide  the  high  roller  a  place  to  use  the 
toilet  between  plays. 

But  the  operators  more  than  make  up 
their  lost  ground  on  the  casinos.  Set  up 
properly,  East  Coast  casinos  should 
prove  a  bonanza.  Atlantic  City's  initial 
Resorts  International  operation  has  been 
one  of  the  most  profitable  in  history. 
Well-run  Nevada  casinos  average  a  40% 
pretax  return  on  their  capital  and  Resorts 
has  done  even  better.  New  York  has 
dreams  of  narrowing  that  return  some- 
what by  levying  a  20%  tax  [vs.  the  8% 


imposed  until  recently  in  New  Jei 
the  first  five  years,  then  trima 
back  to  15%  as  the  industry  matu 
15%,  New  York  would  take  in  S 
lion  a  year  in  revenue,  plus  anoth< 
million  in  other  taxes.  The  increa 
rate  would  reduce  that  40%  pr 
24%.  "Because  of  the  solidity  and 
the  market,"  says  Donati,  "I  thin 
ness  will  be  willing  to  take  a  lower 
in  New  York." 

If  New  York  is  distressed  by  tl 
spective  loss  of  business,  revenu 
tourist  dollars,  so  are  some  of  the 
large-population  states  in  the  area 
sachusetts  has  talked  about  casin< 
bling  for  years.  Pennsylvania  talk; 
it  for  the  Poconos.  Quebec  comp 
study  on  it  earlier  this  year.  Tl 
even  talk  of  expanding  New  Jer$e 
bling  beyond  Atlantic  City  and  irj 


New  York  Governor  Hugh  Carey 
Promoting  a  political  hot  potato 


Meadowlands,  a  stone's  throw 
Manhattan's  enormous  market. 

Which  is  why  New  York  has 
nized  what  New  Jersey  knew  Ion 
The  states  that  get  there  first  wi 
most  have  the  best  chance  of  pi 
down  the  solidest  chunk  of  the  m 
Which  means  that  Atlantic  City  i 
ready  a  commanding  lead. 

For  political  reasons,  New  York  C 
nor  Hugh  Carey,  who  otherwise  su] 
casino  gambling,  doesn't  want  the 
to  come  before  the  voters  this  yea 
the  legislature  doesn't  want  to  facs 
a  controversial  issue  in  an  electior 
It  may,  therefore,  be  1981  befoi 
voters  get  a  chance  to  act  on  the 
sure.  "If  the  timing  is  delayed,"  E 
says,  "it'll  put  New  York  in  a  \ 
competitive  position  for  a  numl 
years."  Hardly  anyone  talks  aboi 
morality  issue  anymore;  gambling 
becoming  a  business,  like  any  othe 
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Think  of  us  as 
an  uncommon  company 

Basically. 

History  teaches  us  the  mistakes  we're  going 
to  make  □  50  years  ago  hard-line 
economic  sanctions  fueled  the  Depression 

□  added  to  unemployment  IZ 
Protectionist  tariffs  are  an  idea  whose 
time  has  passed  □  Nations  are 
economically  too  interdependent 

□  Needed  today  is  more, 
not  less,  two-way 


commerce  □  fair 
open  trade  □ 
demanding  the 
highest  order 
of  political,  eco- 
nomic and 
business  states- 
manship □  Our 
standard  of  living . . . 
and  that  of  the  other  l&P 
nations . . .  depends  on  it. 


EMHART 


For  more  information,  Write  V.P.  Public  Relations, 
P.O.  Box  2730,  Hartford,  Connecticut  06101 


ampenecL 


"Yes,  I  have  your 
claim  right  here."  ' 


Problem  Like  many  a  business  today, 
insurance  is  well  into  the  electronic  age.  But  some  oper- 
ations remain  largely  a  manual  art. 

Take  the  handling  of  claims. 
It's  still  paperwork,  bulging 
files,  information  transferred 
by  mail.  Which  leads  to 
errors,  delays,  expense. 

The  profit  squeeze- 
costs  on  the  rise  and  rates  in 
a  regulated  bind— demands 
every  possible  efficiency. 
And  each  delay  or  inaccu- 
racy is  likely  to  raise  a  claimant's  dander  and  demands. 

Solution  The  Bell  System  has  developed 
communications  systems  to  improve  insurance  office 
operations,  from  claims  handling  to  policy  updating. 

We  can  help  an  adjustor  get  almost  instant 
access  to  the  home-office  data  bank.  To  answer  a  cus- 
tomer's questions  on  the  spot.  To  subtract  days,  even 
weeks,  from  the  claim-handling  process. 

Our  solutions  call  for  no  heavy  capital  outlay. 
They  provide  the  optimum  mix  of  voice,  data  and  net- 
work services,  primarily  by  making  it  easier  to  access 
data  storage  and  processing  capabilities  already  in 
place.  And  every  installation  has  Bell  System  back-up. 

Whatever  your 
company  processes-       terminds^r  full 
claims,  orders  or  inventory    range  of  entry 
data— if  you  haven't  talked 
systems  with  your  Bell 
Account  Executive,  you're 
missing  something. 

The  system  is  the  solution. 


and  retrieval 
capabilities. 


(2)  Bell  System 


Far  from  fading  with  the  go-go  Sixties,  franchising  of  everything  fr 
hot  tubs  to  tuxedos  is  booming  as  never  before — and  the  recessia 
helping,  not  hurting.  But  as  usual,  it's  the  franchisors  who  are  mak 
the  big  money. 


Will  the  next  Ray  Kroc 
please  stand  up? 


By  Sharon  Reier 


If  you  should  feel  a  sudden  urge  for  a 
suntan  in  Memphis,  you  need  only 
step  into  Germantown  Mall  and  into 
a  suntan  parlor  franchised  by  Tantrific 
Sun  Inc.  of  Searcy,  Ark.,  one  of  80  such 
franchises  set  up  in  the  last  year  from 
Spokane  to  Atlanta.  The  best  measure  of 
today's  franchising  boom  is  not  that  so 
farfetched  a  concept  has  spread  so  fast. 
Rather,  it  is  that  at  least  three  other 
franchisors  are  already  imitating  it. 


Today's  franchising  spurns  the  celebri- 
ty come-on  that  did  in  so  many  investors 
back  in  the  Sixties,  the  days  of  Tony 
Bennett  Spaghetti  House,  Mickey  Man- 
tle's Country  Cookin'  and  Al  Hirt's 
Sandwich  Saloon,  the  days  when  Minnie 
Pearl's  Chicken  managed  in  a  three-year 
period  to  sell  1,840  franchises.  Today 
these  empires  have  all  but  vanished.  By 
contrast,  the  late  Seventies  are  the  years 
of  the  hot-concept  franchise:  furniture 
stripping,  weight-loss  centers,  gourmet 
cheese  stores,  tuxedo  rentals,  energy 


conservation  centers,  ambulana 
pets,  a  cremation  franchise.  A  Cl 
marketing  executive  is  even  trying 
up  a  fast — very  fast — franchise  ope 
to  broker  half-price  air-fare  coupo| 
of  which  expire  at  the  end  of  this 
All  told,  Americans  invested  an  es| 
ed  $1.1  billion  in  franchises  last 
and  this  year  should  be  higher. 

In  the  face  of  the  looming  recej 
That  tends  to  help,  not  hu.c.  "Whi 
economy  gets  worse,  people  buy 
franchises,"  says  Chicago  franchisi 


Tantrific  Sun 's  cofounder  and  Vice  President  Judy  Moody  (left)  demonstrates  a  tanning  booth  ringed  with  sunlamps 
"Look  like  a  million  for  $35,"  said  the  sign  outside  Tantrific 's  first  tanning  parlor  in  Searcy,  Ark.  over  a  year  ago. 
then  the  business  has  grown  fast,  with  some  SO  franchises  open  and  over  500  projected  by  next  summer.  Franc 
cost  $25,000  apiece.  Who  are  the  franchisees?  "Oh,  70%  to  80%  are  doctors  and  lawyers,"  Moody  says. 
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ENERGY  PIUS* 

LEADERSHIP,  it's  the 

mbination  that's  doing  great 
ings  in  Southeastern  Michigan. 

Great  things  get  accomplished  when 
aders  in  state  and  city  governments 
id  the  private  sector  work  together. 
For  proof,  take  a  look  at  these 
tciting  developments  in  Southeastern 
ichigan: 

The  Renaissance  Center's  four 
earning  office  towers,  with  two  more 
>  come.  The  Detroit  Plaza,  the  nation's 
Jlest  hotel.  The  Pontiac  Silverdome, 


the  world's  largest  air-support  stadium 
and  site  of  the  1982  Super  Bowl.  The 
Joe  Louis  Sports  Arena,  now  under 
construction  and  site  of  the  1980 
Republican  Convention.  The  Detroit 
Science  Center.  The  10-acre  Hart  Plaza 
on  Detroit's  international  riverfront. 

And  because  more  than  80  percent 
of  Detroit  Edison's  electricity  is 
generated  not  from  oil  but  from  coal, 
our  nation's  most  abundant  fuel,  there 
is  plenty  of  electric  energy  available  to 
help  ideas  like  these  become  realities. 


Detroit  Edison  can  provide  energy 
plus  assistance  to  help  you  expand 
your  present  facilities  or  locate  your 
new  business  or  industry  in  South- 
eastern Michigan.  Write:  Area 
Development,  Detroit  Edison,  308  WCB, 
2000  Second  Ave., 
Detroit  Ml  48226. 


William  G.  Meese 
Chairman  of  the  Board 
Detroit  Edison 


Football  players  can  really  pack  a( 
the  groceries  We  know -we  feed  tej 
coast-to-coast,  including  the  Housto 
at  their  training  camp. 

Greyhound  Food  Service  feeds  n( 
of  Americans  daily.  Everybody  from  I 
Force  at  Lackland  to  the  work  force 
General  Motors 

Of  course.  Greyhound  serves  mil 
transportation  as  well,  taking  more  A 


pre  places  than  anybody  else  on 
t  in  the  sky. 

i'hound's  Armour  is  number  one  in 
ind  number  two  in  hot  dog  sales  in 
i  Greyhound's  Dial  is  the  nation's 
!ling  soap  and  our  Tone  brand  one 
iiost  successful  new  brands  in  a 

,  Greyhound  leases  trains  to  the 
s  and  jumbo  jets  to  the  airlines.  We 
s,  write  insurance,  finance  com- 

football. 


puters,  fuel  aircraft,  supply  personnel,  pro- 
vide word  processing  systems,  build  display 
booths  and  generally  do  everything  from 
hosting  Las  Vegas  conventions  to  spinning 
the  yarn  for  Grandma's  shawl 

In  short,  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  'the  omnibus  com- 
pany"-a  $4-billion,  diversified  corporation 
serving  America  in  a  hundred  basic  ways. 


Greyhound  Corporation  The  omnibus  company. 


You  think  business  travellers 
deserve  to  be  pampered. 

Welcome 
to  the  Club, 


If  you're  Britain-bound  on  business, 
you  simply  must  fly  our  Club  Class.™ 
We  created  it  especially  for  the  full-fare 
economy  business  traveller. 

We  start  you  off  with  separate  Club 
Class  check-in  and  boarding  (you'll  wel- 
come this  after  a  frazzling  day). 

We  seat  you  in  a  separate  clublike 
cabin. 

And  we're  unsparing  in  our  efforts 
to  make  you  contented  there. 

You'll  find  a  free  bar,  for  palliative 
drinks.  Exclusive  Elizabethan  Service,™ 
with  superb  meals  olde  English  style. 
Excellent  wines.  Free  movies  and  stereo. 
Hot  towels,  fluffy  pillows  and  blankets, 


and  other  creature  comforts.  It's  most 
agreeable. 

If  you  relish  the  idea  of  being  pam- 
pered all  the  way  across  the  Adantic, 
welcome  to  the  Club.  Call  your  Travel 
Agent,  Transportation  Department,  or 
British  Airways,  and  tell  them  you 
deserve  to  be  in  a  class  by  yourself. 

British^^ 
airways 

We'll  take  more  care  of  you 
to  Britain,  Europe,  the  World. 


s 


sultant  Donald  D.  Boroian.  "Los 
can  force  the  issue.  They  will 
mortgage  homes  to  buy  franchises 
oian's  own  latest  involvement  ha 
with  a  franchisor  who  has  disco\ 
new  basic  need:  a  geodesic  dom< 
with  pinball  machines  to  be  insta) 
shopping-mall  parking  lots. 

The  franchisees  are  a  strange 
retirees,  middle  managers  fleeing 
rate  politics  and  sophisticated  inj 
hoping  to  get  in  on  the  ground  f! 
another  McDonald's,  Kentucky 
Chicken  or  Wendy's.  A  speci 
recent  example  of  a  franchise  app 
ing  in  value:  Kwik-Kopy  Corp.  Fiv 
ago  a  franchise  for  the  fast-printi: 
vice  cost  $14,500  with  an  $8,000 
payment.  Today  Kwik-Kopy,  wil 
franchisees  and  several  imitato 
quires  a  $54,500  investment. 


The  recession  tends  to 
not  hurt.  "When  the  ecor 
gets  worse,  people  buy  i 
franchises ,**  says  front 
consultant  Boroian.  "Lost 
job  can  force  the  issue.* 


"It's  a  matter  of  getting  in  at  th 
time,"  says  Donald  P.  Berens,  a 
Fanny  Farmer  executive  who  in 
$1,000  for  a  Hickory  Farms  chee 
sausage  franchise  in  1965.  Today 
millionaire  with  100  stores  from 
to  Virginia  grossing  close  to  $35  m 
A  license  costs  him  $7,500  today 
$110,000  to  build  a  store. 

Whether  the  new,  off-the-beaten 
concepts  will  prove  such  rewardi 
vestments  or  whether  they  will  lar 
before  100  locations  can  open  is 
tionable.  What  is  certain  is  that  th 
chise  system  is  a  gold  mine 
franchisor,  who  gets  the  licensing 
front.  (The  median  franchise  pric 
around  $50,000  last  year— 25% 
was  for  licensing.)  He  also  suppln 
franchisees  with  products — or  may 
kickback  from  a  supplier;  he  some 
owns  the  construction  firm  that  1 
the  franchise  unit;  and,  of  cour 
collects  a  monthly  royalty  fee  ol 
where  from  3%  to  10%  of  the  fra 
see's  gross,  whether  that  gross  is  j 
able  or  not.  Finally,  he  gets  a  chai 
the  brass  ring:  going  public  or  selhr 
to  a  bigger  firm,  as  Frank  L.  Can- 
Pizza  Hut  Inc.  did.  His  original  ii 
ment  was  $600  in  Kansas  back  in 
In  1977  PepsiCo  bought  his  compa: 
roughly  $300  million  in  PepsiCo  : 
Carney's  take:  a  neat  $16  million. 

But  if  there  is  incentive  to  kee 
operation  running  well,  there's  alsc 
of  quick  upfront  money  to  be 
Franchisors  argue  upfront  fees  are  r 
sary  to  provide  "intensive  training, 
look  at  the  $  100,000  or  so  it  costs  tc 

FORBES,  SEPTEMBER  1 


.eave  it  to  The  Wall  Street  Journal 
nd  the  financial  sections  of 
lewspapers  to  report  news  of  the 
usiness  world  every  day. 

To  Dun  &  Bradstreet,  every 
ompany  in  America  is  news, 
^nd  it  takes  nearly  2,000  staff 
nembers  to  cover  this  beat — 
3  report,  validate  and  update 
he  data  that  are  published  in 
)&B  Business  Reports.  There  is 
o  other  source  of  business  infor- 
lation  like  it  to  bring  buyers  and 
ellers  together. 

Today,  while  we  transmit 
iformation  by  the  most  modern 
leans,  we  gather  it  the  same  way 


we  have  for  138  years:  personal 
interviews  with  business 
management  by  D&B  reporters. 
Because  only  firsthand  contact 
can  produce  timely,  accurate  and 
complete  material  for  D&B 
Business  Reports  on  which  im- 
portant decisions  ride. 

Day  in  and  day  out,  hundreds 
of  these  trained  D&B  men  and 
women  file  thousands  of  dis- 
patches from  the  field  —  on 
companies  large  and  small,  urban 
and  rural,  established  and  new. 

Results  of  their  energies 
are  found  in  the  computerized 
profiles  of  over  4,000,000 


U.S.  companies  housed  at 
D&B's  sophisticated  National 
Business  Information  Center. 
Always  available  to  D&B 
subscribers  in  written  form, 
information  in  these  reports 
can  now  be  instantly  relayed  via  a 
new  toll-free  telephone  service 
called  Duns  Dial. 

So  when  a  D&B  reporter 
comes  calling,  please  cooperate. 
Getting  your  name  in  our  paper 
can  show  up  on  your  bottom  line. 

Dun  &  Bradstreet 

a  company  of 

TheDun&  Bradstreet  Corporation 


Our  distribution  network  has  the  remodel 


It  s  one  of  the  hottest  markets 
around.  In  just  five  years,  remodeling 
has  jumped  from  a  $25  billion  to  a  $41 
billion  industry. 

And  it's  growing  in  just  about 
every  place  conceivable.  From  New 
York  City  to  Tyler,  Texas.  And  it's 
critically  important  that  contractors  and 
do-it-yourselfers  in  every  size  town  get 
the  building  materials  they  need.  When 
they  need  them. 

That's  where  our  distribution 


6 


system  comes  in. 

For  sheer  size  and  scope, 
there's  not  another  like  it  in  the  induct 
Last  year,  over  $2. 5  billion  worth  o: 
materials  poured  through  this  comp 
ized  network  of  over  150  branches. 

Retailers  across  the  country 
were  coming  to  us  for  everything  frl 
lumber,  plywood  and  paneling  to  ro«  K 
nails  and  insulation.  Because  with  a 
of  trucks  1,000  strong,  we  were  noi 
able  to  make  delivery  the  next  day. 


A 
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Growth  of  Repair  and  Remodeling  Market 
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frket  nailed. 

All  of  which  means  that,  once 
i  Georgia-Pacific  was  able  to 
i  lize  on  an  opportunity  like  no 
jfse. 

1  And  this  distribution  system  is 
tag  other  wonders  as  well.  It 
r  our  products  flowing  even  when 
ruction  of  new  homes  falls  off. 
nse  that's  when  remodeling  really 
I  up. 

And  in  dollar  volume,  remodel- 
fast  becoming  housing's  rival. 


Obviously,  you  don't  put  a 
distribution  system  this  complex  into 
place  overnight.  But  then,  foresight 
and  careful  planning  are  just  a  couple 
of  ways  we  have  earned  the  title 
The  Growth  Company. 

GeorgiaF^cific  ^ 

The  Growth  Company 

For  more  information  on  Georgia-Pacific's  distribution  network,  write 
"Distribution,"  Dept .  F-8,  Georgia-Pacific,  900  S.W.  Fifth  Avenue, 
Portland,  Oregon  97204. 
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What  More  Can  We  Say?* 


MASCO  CORPORATION 

...  22  CONSECUTIVE  YEARS  OF  GROWTH 


Net  Income 
(In  Millions) 


1957 


♦  Send  for  our  1978  Annual  Report  to  learn  more  about  the 
Company  . . .  how  it  has  achieved  22  consecutive  years  of 
growth  in  net  income  (a  25  percent  average  annual  rate), 
and  its  future  prospects. 


Write  To: 

John  C.  Nicholls,  Jr.,  Treasurer 
MASCO  CORPORATION 
Dept.  121 

21001  Van  Born  Road 
Taylor,  Michigan  48180 


nand  Performance  unisex  hair- 
salon,  a  franchise  with  225  sa- 
open.  Of  the  $100,000,  $27,500 
ensing  fee  covering  the  right  to 
e,  site  selection,  use  of  the 
or's    system    and  hairdresser 
If  a  fourth  of  that  $27,500  is 
the  training,  that's  more  than  a 
ndergraduate  tuition  at  Harvard, 
e's  a  lot  of  fast  money  [to  be  made] 
hising,"  Lucius  E.  Burch  III  says 
ptuously.  Burch  is  vice  president 
y  Investment  Co.  and  a  protege  of 
Massey,  whose  record  with  Ken- 
ried  Chicken  in  the  Sixties,  and 
;ndy's  more  recently,  showed  him 
e  of  that  rare  breed  who  has  done 
himself  and  his  franchisees. 
Massey's  endorsement  can  cause 
10  effect,  drawing  in  prospective 
>ees,  dozens  of  proposals  cross  his 
very   month.  "Last 
was  itty-bitty  donuts 
11a  who  wanted  to  sell 
ine  sandwiches  out  of 
narine-shaped  build- 
ys  Burch  scornfully. 
Massey  and  Burch 
king  on  today  is  in 
lm  of  the  extraordi- 
anchise.  They  have 
up   with  Missouri 
Johnny  Wilson  to  of- 
hises  in  an  ingenious 
scount  system  called 
Plus,  which  capital  - 
consumers'  desire  to 
oney  and  save  it  at 
e  time.  Savings  Plus 
ses  are  not  exactly  for 
managers  or  doctors 
a  job  for  a  liberated 
ranchisees  in  the  18- 
old  program  include 
lent  Baton  Rouge  law- 
olfe  H.  McCollister; 
Siegel  Jr.,  former  head 
irzfeld's  department 
jn  Kansas  City;  even 
jigton  Federal  Savings 
In  Association,  which 
250,000  for  exclusive 
go  Washington,  D.C. 
h  figures  that  "51%  of 
jnsactions  are  done  in 
[hioned     cash."     Savings  Plus 
iisees  find  an  S&.L  or  bank  to  co- 
It  the  program  in  their  area.  They 
gn  up  merchants  to  give  anywhere 
i  2%  (for  groceries)  to  a  15%  (for 
y)  discount  on  cash  purchases  to 
alders.  The  discount  (at  an  average 
rebated  to  the  participating  S&L 
k. 

a  can  blow  your  mind  on  the  num- 
says  Burch,  practically  doing  cart- 
s  in  Massey's  elegant  easy  chair. 
:as  the  program  has  started — Sikes- 
lo.,  St.  Louis  and  Ft.  Lauderdale — 
lolders  use  it  an  average  of  four 
a  month,  and  the  average  purchase 


is  $25.  That's  a  $7  monthly  discount.  Of 
that,  $5  goes  into  the  consumer's  savings 
account,  $1.50  to  the  franchisee  and  50 
cents  to  the  franchisor." 

But  the  franchisor  makes  out  even  bet- 
ter than  that:  He  also  gets  3  cents  per 
transaction.  "I  see  this  with  the  poten- 
tial of  becoming  a  national  card — similar 
to  credit  cards,"  exclaims  Burch,  "with 
some  20  million  people  using  it  by  the 
time  it  goes  nationwide."  There's  a  bo- 
nus to  excite  the  banker  in  Burch  (he  was 
formerly  with  Morgan  Guaranty):  the 
float.  "The  entire  7%  is  put  into  a  sav- 
ings account  under  our  custody.  Since  we 
hold  it  until  the  beginning  of  the  next 
month,  we  can  get  5'/2%  interest  on  that 
money."  With  20  million  prospective  us- 
ers at  $100  a  month,  that  could  run  an- 
other $8  million  a  year  in  interest. 

As  usual,  it  is  the  franchisor  who 


Let  'em  eat  Katz  food 


Harold  Katz,  head  of  Nutri-System  Weight  Loss  Medical  Centers 


He  freely  admits  he  had  a  rough  time  making  it  through 
high  school,  but  today  Harold  B.  Katz,  president  and 
founder  of  Nutri-System  Weight  Loss  Medical  Centers  is 
talking  with  Merrill  Lynch  about  taking  his  firm  public. 
The  42-year-old  ex-salesman  invented  his  weight-loss  su- 
permarket after  seeing  his  mother  run  from  doctor  to 
clinic:  His  centers  let  fatties  consult  a  doctor  and  behavior 
therapist,  exercise,  buy  his  special  diet  foods — all  in  one 
place.  Katz  has  210  franchises,  25%  of  them  built  in  the 
last  year.  Each  costs  $40,000  and  up  for  a  turnkey  oper- 
ation, including  a  part-time  doctor.  Besides  providing  Katz 
with  a  nice  franchise  fee  (from  $26,500  up),  each  franchise 
sells  participants  between  $23  and  $28  worth  of  Katz'  diet 
food  weekly.  Katz  says  he  will  gross  over  $14  million  this 
year,  with  estimated  profits  of  $3.2  million.  "We  believe 
we  deserve  a  high  multiple,"  he  grumps.  "Look  at  what 
Heinz  just  paid  for  Weight  Watchers."  — S.R. 


makes  the  most  money.  Massey  Invest- 
ment was  willing  to  pay  "somewhere  in 
seven  figures"  to  get  40%  interest  in  the 
franchisor.  Why  is  Savings  Plus  a  fran- 
chise operation?  Says  Burch,  "We  want- 
ed to  do  it  fast  and  become  dominant 
before  anyone  could  imitate  us." 

But  imitation  is  a  way  of  life  in  fran- 
chising. In  Nashville,  for  example,  Min- 
nie Pearl  founder  John  J.  Hooker  expects 
to  set  up  a  franchising  operation  for  a 
unisex  hairdressing  salon  called  Back- 
stage, remarkably  similar  to  Command 
Performance.  Hickory  Farms  has  com- 
petitors called  Swiss  Colony,  The  Big 
Cheese,  Cheese  Villa  and  Mr.  Dunder- 


bak,  the  last  of  which  charges  up  to 
$250,000  for  its  franchise. 

The  need  for  speed  in  franchising,  the 
need  to  get  a  good  lead  on  the  inevitable 
imitators,  is  one  thing  that  tends  to 
stampede  prospective  franchisees  into 
signing  up  with  all  too  little  prudence  or 
caution.  Anyone  who  thinks  the  $50,000 
or  so  a  franchisor  has  to  spend  on  clear- 
ing state  and  upcoming  Federal  Trade 
Commission  regulations  will  prevent 
shoddy  franchising  is  simply  naive:  So 
small  a  cost  can  be  no  more  than  the 
profit  on  four  or  five  franchise  sales. 

The  SEC-like  disclosures  required  by 
27  states  may  weed  out  the  obvious 
crooks,  but  they  will  not  deter  investors 
who  should  know  better  but  who  are 
obsessed  with  the  need  to  get  in  on  the 
gravy.  The  retiree  market  in  particular  is 
a  happy  hunting  ground  for  franchisors. 

"People  will  separate  from 
their  money  for  any  reason 
whatsoever,"  says  James  A. 
Peters,  assistant  attorney 
general  for  Florida,  who  has 
prosecuted  14  franchise  cases 
this  year,  from  worm  farms 
to  senior  citizen  clinics. 

Obviously,  what  prospec- 
tive franchisees  should  do  is  to 
consider  past  performance. 
Take  Command  Perfor- 
mance's Chairman  Richard  J. 
Wall,  a  gravelly  voiced,  yarn- 
spinning  59-year-old  who  has 
been  in  franchising,  he  says, 
for  27  years.  But  Wall's  lack  of 
ongoing  commitment  to  any 
one  franchise — he  bails  out 
after  building  up  a  network — 
seems  to  jeopardize  franchi- 
sees' long-term  investments. 
What  happened  to  his  former 
franchises?  Esther  Williams 
Swimming  Pools  has  van- 
ished. Bonanza  Sirloin  Pits 
made  him  a  millionaire,  he 
says,  when  he  sold  out.  Bonan- 
za then  went  public.  Since 
1973  its  return  on  equity  has 
exceeded  7%  once;  the  com- 
pany has  had  management 
and  franchisee  problems. 
So  who  is  investing  in 
Wall's  franchises  this  time?  A  federal 
court  judge  in  Montana,  a  Baptist  minis- 
ter and  John  W.  Hanley,  chairman  of 
Monsanto. 

Says  Hanley,  who  sold  off  his  first  uni- 
sex salon  after  it  lost  money  for  four 
months,  but  who  will  soon  open  a  sec- 
ond: "This  is  one  of  my  more  speculative 
investments.  I  used  to  race  thor- 
oughbreds. Now  I'm  doing  this.  I  have 
investments  elsewhere — in  the  stock 
market,  bonds.  I  guess  this  money  isn't 
working  very  hard  for  me." 

Meanwhile,  Wall  claims  he  will  gross 
$17  million  this  year.  The  odds  are,,  as 
usual,  with  the  house.  ■ 
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It's  one  of  Dana's  principles  of  productivity. 

When  you  don't  ask  questions  because  you're  afraid  to  look  dumb— 
that's  dumb.  And  it's  no  way  to  run  a  business.  But  when  you  get  people  to  ask 
questions,  you'll  also  get  to  their  ideas,  and  that's  smart. 

At  Dana,  we're  open  to  questions.  It's  part  of  what  we  call  humanistic 
management,  giving  people  the  freedom  to  work  well,  to  grow  and  to  share 
the  rewards. 

You  can  see  the  results  in  our  productivity.  It's  doubled  in  the  last  7  year 
Productivity  alone  doesn't  produce  profits.  But  we're  balancing  our 
output  of  parts  for  the  vehicular,  service  and  industrial  equipment  markets  we 
manufacture  for.  So  as  well  as  increasing  productivity,  we've  improved  our  earnii 
year  after  year. 

And  that's  not  bad  for  a  bunch  of  people  who  ask  a  lot  of  questions. 
Dana  Corporation,  Toledo,  Ohio  43697. 


Numbers  Gan|,j 


Why  all  the  fuss  just  because  the  SEC  wants  the 
oil  companies  to  keep  their  books  differently? 


Rah-Rah  gets 
the  Bronx  cheer 


would  do.  Companies  that  make 
discoveries  in  1979  would  fin< 
earnings  soaring  even  if  their 
cash  flow  was  very  poor.  Con^ 
companies  with  cash  flow  hut  1«  y.J. 
covery  activity  would  suffer 
earnings  or  even  losses.  The  ina 
earnings  pattern  for  oil  companie 
RRA  accounting  would  be  big  e, 
the  year  they  discover  the  oil  but  c 
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ic  earnings  reversals  later  as  the>  c 


By  Michael  Kolbenschlag 

Sometime  during  the  next  two  weeks 
the  Securities  &  Exchange  Commission 
will  launch  Rah-Rah  II.  While  the  name 
may  sound  like  something  out  of  the 
pages  of  Thor  Heyerdahl's  logbook, 
RRA — as  it  is  also  known — is  the  oil 
industry  acronym  for  Reserve  Recogni- 
tion Accounting.  The  term  Rah-Rah  is 
not  used  affectionately  in  the  industry 
but  almost  in  a  tone  of  disgust.  An  un- 
usually viscous  and  vicious  alliance  of 
the  U.S.  oil  industry's  producers,  accoun- 
tants and  analysts  have  tried  mightily  to 
kill  the  beast  after  its  first  appearance  in 
the  supplements  to  1978  oil  company 
lOKs  filed  with  the  SEC  last  June. 

After  contemplating  the  fune  results  of 
this  SEC  attempt  to  force  the  oil  industry 
to  adopt  a  single,  standard  accounting 
method,  the  normally  closemouthed  ac- 
counting firm  of  Price  Waterhouse  could 
no  longer  contain  itself.  In  an  unprece- 
dented 28-page  report,  PW  denounced 
the  SEC  accounting  directive  that  is  in- 
tended to  give  the  government  and  the 
investor  some  interesting — if  unintelligi- 
ble— information  on  the  heretofore  sa- 
credly secret  subject  of  oil  company  re- 
serves. By  accounting  industry  stan- 
dards, the  PW  report  was  almost  blunt, 
saying:  "The  findings  of  our  study  clearly 
demonstrate  the  present  inability  to  esti- 
mate reserve  quantities,  future  costs,  and 
production  rates  with  a  degree  of  reliabil- 
ity appropriate  for  financial  statement 
presentation."  This  can  be  said  much 
more  simply,  like:  The  SEC  wants  us  to 
write  fiction.  Agreeing  with  the  accoun- 
tants, 48  out  of  50  oil  industry  leaders 
asked  by  the  SEC  to  comment  on  RRA 
rejected  the  accounting  method  after  suf- 
fering through  the  lune  10K  exercise. 

But  that  hasn't  bothered  the  SEC,  and 
its  feisty  Chairman  Harold  M.  Williams 
has  let  it  be  known  privately  that  he  is 
going  to  push  forward  with  RRA  even 
though  major  oil  producers  all  prefer  suc- 
cessful efforts  accounting  and  the  inde- 


pendents like  full  cost.  He  intends  to 
require  the  oil  companies  not  only  to 
report  the  current  value  of  estimated  re- 
serves, as  in  the  current  10K  supple- 
ments, but  also  to  go  one  step  further. 
Next  year  he  wants  them  to  use  reserve 
values  to  calculate  a  supplemental  earn- 
ings statement  for  1979. 

The  industry  is  already  busy  explain- 
ing to  analysts  and  investors  why  they 
should  wholly  discount  the  RRA-com- 
puted  present  values  for  oil  that  has  not 
W7| 


realize  production  from  those  it 
This  worries  the  oil  companies. 

But  then,  worry  is  part  and  p 
normal  life  at  the  oil  companie 
days.  Walking  into  the  Manhattai 
quarters  of  Mobil  Corp.,  the  vi: 
confronted  by  an  army  of  security 
that  see  him  safely  and  quickly 
small  anteroom  where  his  bags 
rayed  and  his  reasons  for  enteri 
building  in  the  first  place  are  ca 
scrutinized.  The  security  check 
the  airlines  look  like  amateurs. 

Above  the  lobby  on  the  13th  fl 
atmosphere  is  only  marginally  less 
There  Charles  J.  Lause,  Mobil's  5 
old  controller,  shakes  a  weary! 
Lause  has  been  negotiating  the  tar 
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SRC  Chairman  Harold  Williams 

Like  it  or  not,  the  oil  industry  will  adopt  Rah-Rah. 


yet  seen  the  light  of  day.  It  may  be  worth 
billions  on  paper  but  they  say  it's  actually 
worth  nothing  until  it  is  out  of  the 
ground  and  for  sale.  For  an  industry  that 
daily  labors  under  the  suspicion,  if  not 
accusation,  of  profiteering,  the  sudden 
appearance  in  print  of  those  billions  in 
reserve  assets  are  about  as  welcome  as 
the  Black  Death. 

To  say  nothing  of  what  applying  RRA 
to  computing  an  earnings  statement 


the  oil  industry  since  he  became  IV 
controller  in  1973.  That  was  the  j 
the  Arab-Israeli  war,  the  oil  em 
general  economic  difficulties  and  c 
cy  exchange  rates  that  defied  thi 
casts.  Now  it's  RRA,  and  Lause  j 
believes  that  the  SEC  is  losing  it: 
bles.  Lause  doesn't  deny  that  wB 
calls  "a  hunk"  of  economic  we) 
namely  reserve  oil  information — h 
normally  been  available  in  the  oil 
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port  from  Number  One  Wall  Street 


How  Irving's  Corporate  Financial  Counseling  works  for  companies. 


acticed  and  practical. 

hyear,  Irving's  Corporate 
ancial  Counseling  professionals 
i  seminars  on  subjects  of  inter 
o  corporate  managers.  And 
n  Victor  Suhar,  International 
>up  Manager,  conducts  ses- 
is,  the  subjects  are  international 
ope. 

"We're  working  practition- 
'  he  explains,  "so  we  speak 
n  experience. 

"Recently,  for  example,  we 
e  retained  as  counsel  on  foreign 
lange  risk  management  by  a 

manufacturer  of  industrial 
j  .ipment  having  heavy  equity 
ticipations  abroad.  Our  assign- 
its:  first,  design  a  program  to 


reduce  foreign  exchange  risk. 
Then,  evaluate  the  company's 
equity  investments  overseas. 

"Later,  a  European  affiliate 
engaged  us  for  a  recapitalization 
and  a  five-year  financing  plan. 

"Experience  like  this  enables 
us  to  make  successful  recommenda- 
tions for  our  clients  worldwide." 

Independent,  informed 

COUnsel.   "Lastyear alone, 
some  500  companies  called  on  our 
services  to  meet  a  wide  variety  of 
needs."  Speaking:  Harry  Lund, 
Domestic  Group  Manager,  Cor- 
porate Financial  Counseling. 

"Broadly,  we're  corporate 
consultants  on  all  matters  of  long- 
term  finance  and  financial  man- 
agement. We  assist  our  customers 


in  areas  ranging  from  mergers  and 
private  placements  to  dividend  pol- 
icy and  profit  goals.  We're  a  source 
of  up-to-date  information  and  in- 
sight on  financial  issues.  And  we've 
a  supplemental  staff  to  help  with  big 
or  urgent  projects. 

"But  most  of  all,  we  offer 
something  that  managers  just  can't 
find  in  their  own  companies— an 
independent,  informed  opinion  on 
problems  of  corporate  financing 
and  policy." 

The  Olympic  bank.  Irving 

is  well-prepared  to  serve  as  the 
Official  Bank  of  the  1980  Olympic 
Winter  Games.  After  all,  we  have 
more  than  100  years  of  experience 
in  international  banking. 


Irving  Trust  Company.  Unique.  Worldwide. 

A  CHARTER  NEW  YORK  BANK 


^  THE  OFFICIAL  BANK  OF 

»  THE  1980  OLYMPIC  WINTER  GAMES. 


Member  FD I C 


Finding  new  ways  to  heih 
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Lockheed  knows  how. 


Taking  power  from  the  oceans. 

The  first  sea-based  generating  plant  fueled  by  the  warm 
and  cold  waters  of  the  ocean  is  now  producing  electricity 
off  the  island  of  Hawaii. 

Barge-mounted,  it  is  a  small-scale  version  of  the  free- 
fuel  concept  called  Ocean  Thermal  Energy  Conversion 
(OTEC).  Basically  the  principle  uses  a  flow  of  warm  surface 
waters  and  cold  deep  waters  to  drive  a  heat-exchanging 
engine,  which  in  turn  powers  electric  generators. 

The  small  Hawaiian  OTEC  installation,  for  which 
Lockheed  has  major  responsibility  produces  only  about 
50  kilowatts.  But  it  foretells  huge  OTEC  platforms,  each 
producing  enough  power  for  an  onshore  population  of 
100,000.  In  groups,  the  floating  plants  could  generate 
all  the  electricity  for  major  cities,  using  only  the  free 
ocean  waters  as  fuel. 


Harnessing  the  wind. 


tower  in  Clayton,  New  Ml 
It  blades  are  being  wind-c| 
e  town's  electric  power. 


A  proposed  giant  OTEC  f. 


Atop  a  100-foot  stee 
two  giant  Lockheed-bui 
furnish  about  15%  of  th 

The  60-foot-long 
blades  are  connected 
to  a  200-kilowatt 
generator  and  rotate 
when  the  wind  ex- 
ceeds about  12  miles 
per  hour,  which  it 
does  most  of  the  time. 

A  joint  project  of 
the  Department  of 
Energy  and  NASA,  the 
Clayton  wind  turbine 

was  the  first  of  such  installations.  A  second  is  n(j 
work  on  Culebra  Island,  Puerto  Rico,  and  a  third 
operating  on  Block  Island,  off  Rhode  Island,  this 
Wind-harnessing  is  a  fast-growing  activity.  Anc 
estimate  that,  by  the  year  2000,  wind  turbines  cC 
supply  as  much  as  10%  of  the  nation's  electric  er 

Polishing  up  a  power  plant. 

That  future  outer-space  missions  will  demand 
amounts  of  electrical  power  is  certain.  So  Lockfu 
readying  a  large-scale,  photovoltaic  generating  p 
its  first  test  flight  on  board  NASA's  Space  Shuttle 
the  early  1980s. 

The  project  is  being  developed  for  Marshall  Spai 


tilve  the  energy  problem. 

- 


n  final  operating  form,  it  will  be  a  giant,  foldable, 
■array— 13%  feet  wide  by  105  feet  long— paved 
Iiodules  of  tightly  packed  solar  cells  that  convert 
■  energy  into  a  hefty  12 34  kilowatts  of  power. 


at,  single  array  — largest  ever  in  size  and  specific 
tput  — may  foreshadow  large  orbiting  stations 
mit  electric  power  from  space  to  Earth. 


j'»ht  mass,  positioned  by  a  telescoping  mast,  folds 
I  acecraft  storage  area  13 J4  feet  long,  only  2V2  feet 
lid  a  mere  5  inches  deep! 


[  lg  jetliners  more  fuel-efficient. 

In  many  L-1011  TriStars  is  an  exclusive  fuel-saving 
'hat's  been  called  "the  most  significant  advance 
jj?  autopilot" 

tomputer-controlled  Lockheed  Flight  Manage- 

!>tem  automatically  calculates  altitude, 

lid  other  factors.  Then  it  acts  physically,  without 


Control  panel  for  Flight  Management  System. 

pilot  attention,  to  control  engine  throttles  for  optimum 
fuel-use  efficiency  throughout  flight. 


The  system  isn't  just  for  new  L-1011  s.  It  can  easily  be 
retrofitted  into  existing  planes  as  well. 

And  the  savings?  Big.  They  could  total  millions  of 
dollars  over  the  life  of  each  L-1011  TriStar. 

Working  to  keep  up  our  energy. 

Lockheed  scientists  and  engineers  are  hard  at  work  on 
other  energy  projects. 

They're  investigating  advanced  fuel-cell  power  systems. 
They're  studying  ways  to  make  liquid  hydrogen  the  fuel 
for  future  hypersonic  aircraft.  And  they're  constantly 
looking  at  new  applications  concepts  for  solar  energy. 

When  it  comes  to  solving  complex  problems  by  using 
advanced  technologies,  Lockheed  knows  how. 

Lockheed 


formation,  but  my  first  reaction) 
supplements  is  that  the  values  I 
resemblance  to  the  amount  of  re 


Mobil's  Controller  Charles  J.  Lause 

"Rah-Rah  violates  almost  every  basic  accounting  precept." 


pany  financial  reports.  The  SEC  believes 
it  should  be.  "It's  damn  hard  to  quarrel 
with  that,"  he  says. 

What  Lause  does  quarrel  with  are  the 
"subjective"  judgments  the  oil  compa- 
nies have  to  make  to  comply  with  the 
RRA  requirements — the  size  of  an  oil- 
field, the  likely  revenue  it  will  produce, 
the  probable  production  curve,  future 
prices  and  many  other  variables.  "All 
that  subjectivity  amounts  to  a  forecast," 
he  says.  "We  worry  about  forecasts.  The 
SEC  used  to  worry  about  forecasts.  RRA 
violates  almost  every  basic  precept  of 
accounting." 

The  June  10K  supplement  would  seem 
to  support  Lause  in  his  contentions.  The 
estimates  in  it  were  based  on  December 
31,  1978  prices,  even  though  the  original 
deadline  was  not  until  March  1979.  The 
SEC  then  granted  an  extension  to  June 
1979.  The  time  lag  resulted  in  forecasts 
that  were  woefully  behind  the  changing 
conditions  of  the  international  oil  mar- 
ket. Arabian  light  was  a  classic  example. 
The  oil  companies  based  their  assump- 
tions on  Arabian  light  at  $12.70  per  bar- 
rel. By  the  time  the  SEC  was  reading 
those  forecasts,  it  was  $18  per  barrel. 


making  a  shambles  of  the  computations. 

Michael  J.  Clancy,  an  Irishman  from 
Dublin  and  the  assistant  controller  for 
Exxon  Corp.  in  New  York,  is  less  emo- 
tional about  the  subject  of  RRA,  as  befits 
the  staid,  conservative  image  of  his  com- 
pany. Occasionally  looking  at  the  ceiling 
as  if  to  seek  divine  help,  he  says,  "We 
have  serious  concerns  about  current 
costs  projected  forward.  They  have  no 
relevance  to  future  values."  Clancy 
doesn't  knock  the  basic  concept  of  devel- 
oping more  data  on  oil  reserves  for  use  by 
investors  but  cautions,  "You  have  to 
make  sure  that  the  theory  is  practical." 

Out  on  the  West  Coast,  the  security 
problems  in  San  Francisco  aren't  quite 
what  they  are  in  New  York  but  Sellers 
Stough,  vice  president  and  comptroller 
for  Standard  Oil  of  California  (SoCal), 
agrees  with  Clancy.  "I  have  difficulty 
with  betting  on  the  future,"  he  says.  "I 
wonder  if  Wall  Street  knows  what  it  will 
be  getting." 

Does  Wall  Street?  Kenneth  S.  Miller, 
vice  president  of  the  research  division  of 
Smith  Barney,  Harris  Upham  &  Co., 
says  not  exactly,  but  he's  glad  to  have  the 
information  anyway.  "It's  interesting  in- 


Cowptro/ler  Sellers  Stough  of  S. 
"It's  the  last  thing  we  need 


dara  oil  of  California 
.  It  will  be  a  nightmare. 


the  ground — particularly  in  the 
important  to  understand  what  th 
values  of  the  oil  companies  are,  b) 
is  going  to  confuse  people  for  yeai 

Sellers  Stough  believes  this  coi 
could  soon  lead  to  an  almost  parai 
downgrading  of  oil  stocks  in  the  r 
place  just  at  a  time  when  any  oil-i 
company  is  better  than  a  blue  c 
vestment.  "If  you  include  the  w 
reserves  calculated  according  to  1 
the  income  statement,  you  will 
volatility  of  earnings,"  he  saysi 
people  tell  me  that  the  investmem 
translates  volatility  as  risk.  The 
market  goes  with  the  steady  e 
This  would  make  it  harder  to  sell 
and  bonds,  Stough  believes;  "So  a 
ital  costs  will  rise  at  a  time  wh 
future  capital  needs  are  mind-bog 

And  even  if  Wall  Street  large 
counts  the  distortions  of  a  stand; 
RRA  accounting  system,  there  ar 
problems  in  store  for  the  oil  ini 
One  pertains  to  the  FASB,  that  h 
ported  successful  efforts  accoun 
the  standard  for  the  industry.  "It": 
jor  blow  to  them,"  says  Stough 
counting  rulemaking  is  no  longe: 
left  to  the  private  sector." 

The  reverberations  of  the  RRA 
have  reached  the  highest  levels  in 
company  boardrooms  where  the 
been  a  ground  swell  to  "sue  tr 
tards."  They  won't,  however,  U 
the  SEC  is  holding  all  the  high  can 
the  power  to  halt  trading  in  the  s. 
any  oil  company  that  doesn't  c 
with  its  requirements. 

Exxon  hints  that  if  the  current 
mentation  with  RRA  becomes  tl 
for  oil  company  accounting  in  1! 
originally  foreseen  by  the  SEC 
might  just  consider  issuing  two 
holder  reports,  one  based  on  RP 
the  other  on  successful  efforts. 

John  Chalsty,  managing  direc 
Donaldson,  Lufkin  &  Jenrette, 
New  York,  reflects  the  industry' 
■peration.  "Who  could  believe  in  es 
that  go  up  when  someone  shoe 
Ayatollah  Khomeini?  I  don't  thini 
reasonable." 

Reasonable  or  not,  the  Securi 
Exchange  Commission  is  unbothe 
all  the  oil  industry  angst.  Refen 
Williams  of  the  SEC,  Stough  of 
says,  "He's  like  a  man  driven."  P 
cial  of  the  SEC  in  Washington  sa- 
Chairman  Williams  has  no  offic 
sponse  to  all  the  oil  industry  potsh 
He  has  even  failed  to  answer  more 
matic  entreaties  from  the  top  oi 
pany  executives.  Any  words  he  1 
the  oil  companies  will  be  saved  fc 
this  month.  And  when  he  does  spe 
they  just  know  they're  not  going 
what  they  hear.  ■ 
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No  matter  what  kind  of 
leeting  you're  putting  on 
Hilton  can  pull  it  off . 
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from  Colt  Industries  will  help  keep 
the  Sacramento  River  a  favorite 
with  fish  and  fishermen. 


■  i 


To  process  138iQ00,000  gallons  of  waste  water 
a  day,  the  Sacramento  (California)  Regional 
County  Sanitation  District  is  building  one  of  the 
largest  computer*controlled  treatment  plants 
in  the  nation.  Here,  giant  solids-handling  cen- 
trifugal pumps  from  our  Fairbanks  Morse  Pump 
Division  will  help  move  the  liquid  stream  from 
initial  entry  to  final  discharge  as  a  highly  purified 
effluent  that  will  help  keep  the  Sacramento  River 
as  clean  and  full  of  sturgeon  as  ever. 


Fairbanks  Morse  is  a  long-time  manufactu 
of  rugged,  cost-effective  pumps  for  irrigation, 
sewage  handling,  water  supply  and  industria 
uses.  It's  not  surprising  that  the  division  is  am 
important  part  of  Colt  Industries,  or  that  Colt 
Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy. 

For  our  latest  financial  reports,  write  Colt 
industries  Inc,  Dept.  AA,  430  Park  Avenue, 
New  York,  NY  10022. 


Fairbanks  Morse  diesel  engines*  Fairbanks  scales*  Pratt* 
Whitney  and  Elox  production  equipment*  Quincy  compressors 
Central  Moloney  transformers  •  Trent  welded  stainless  steel 
pipe  and  tubing  •  Crucible  permanent  magnets  and  coil  spring 
Colt  firearms  □  Holley  carburetors  •  Chandler  Evans  fuel 
controls  •  Fairbanks  Morse  pumps  □  Crucible  specialty  steels 
□  Garlock  industrial  seals*  Stemco  truck  products*  Francs 
compressor  products  □  Menasco  shock  mitigation  systems 

Colt  Industries 
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Breathing  new  life 
into  small  business 


The  late  John  Lardner,  a  wise  coun- 
selor in  all  matters,  especially  those 
pertaining  to  the  sporting  scene, 
thought  that  one  good  way  to  study 
American  history  was  to  sift  through 
the  rosters  of  major-league  baseball 
teams  and  note  how  the  nationali- 
ties of  the  players  have  changed 
over  the  years.  The  chronological 
order  in  which  some  of  them 
climbed  out  of  the  heap  into  star- 
dom— Wagner,  Frisch,  DiMaggio, 
Greenberg,  Robinson,  Clemente — 
amounts  to  a  near-perfect  guide  to 
which  nationalities  and  races  were 
heavily  represented  in  America's  un- 
derclasses at  what  periods.  Small 
business,  like  baseball,  has  long 
been  one  way  for  the  newly  arrived 
to  get  .somewhere.  Look  around  and 
you'll  see  the  process  still  at  work, 
as  the  examples  on  these  pages 

illustrate.  —Fern  Schumer 

A  dream  deferred 

hen  we  came  to  this  country, 
we  dreamed  about  an  easy  life," 
says  Jae  Ok  Kim,  29,  at  his  fruit 
and  vegetable  shop  on  First  Avenue  in 
Manhattan's  East  Village.  There,  with 
his  wife  and  his  mother  and  his  uncle 
and  other  relatives,  Kim  averages  16-to- 
18-hour  days,  six  days  a  week. 

In  Korea,  Kim  had  earned  a  degree  in 
chemical  engineering.  When  he  migrat- 
ed to  the  U.S.  five  years  ago,  he  hoped 
to  find  professional  work  here — "gentle 
work"  is  the  phrase  he  uses.  Instead,  he 
managed  an  importer's  warehouse.  Two 
years  ago,  with  $6,000  borrowed  from 
his  relatives,  he  opened  his  fruit  stand. 
It  would  be  only  for  a  year,  he  promised 
his  bride  Hee  Jeong  Kim,  long  enough 
to  earn  the  money  for  U.S.  schooling  to 
supplement  his  Korean  degree.  He  has 
repaid  the  $6,000  loan,  but  the  dream 
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\iir  )ork  fruit  and  i  egeiah/e  slcuid  owners  Jae  Ok  Kim  and  wife  Hee  Jeong  Kim 


e  work  has  been  deferred, 
[is  workdays  begin  at  2  a.m.  By  3 

at  the  already  bustling  Hunts 
olesale  market,  where  he  picks 
fruits  and  vegetables.  "I  try  to 
jrything,"  he  says.  His  wife 
e  store  at  8:30;  it  stays  open 
iO  every  night.  About  200  cus- 
day  spend  a  total  of  $400  or  so, 

guesses.  "We  thought  success 
t  easy — but  not  true.  It's  not 
dreamed  in  Korea,"  he  says, 
jrk  is  hard,  the  threat  of  failure 
>resent.  Kim  talks  about  his 
id  how  his  doctor  has  advised 
;ive  up  the  business.  He  men- 
)ther  Korean  who  borrowed  to 
fruit  stand  going  and,  when  he 
repay,  committed  suicide, 
m  still  laughs.  Though  he  tries 
everything  he  sells,  he  recalls 


that  in  his  early  days  he  mistook  a  papa- 
ya for  a  Spanish  squash  and  told  a  cus- 
tomer to  season  it  with  salt  and  pepper, 
then  bake  it  in  foil. 

A  generation  ago  it  seemed  every  pro- 
duce stand  in  New  York  was  run  by 
"Tony."  It  was,  in  truth,  a  first  step  up 
for  a  good  many  Italian  immigrants.  To- 
day a  good  many  Koreans  are  making 
their  way  through  this  easy-to-enter 
business.  Startup  costs  are  low  and  full 
command  of  English  is  not  essential.  An 
astonishing  two-thirds  of  the  small  (non- 
chain)  fruit  and  vegetable  stores  in  New 
York  City  are  estimated  to  be  now 
owned  by  Koreans. 

The  chain  stores  feel  their  impact. 
"You  can  literally  smell  the  bargains  [at 
Hunts  Point],"  says  a  jealous  A&P  pro- 
duce manager — "the  almost  overripe  to- 
matoes, the  bursting  peppers  that  large 


'Jones,  owner  of  Dianna's  Opaa  Restaurant  in  Chicago's  Greektown 


grocery  stores  can't  use.  The  Koreans  can 
buy  for  next  to  nothing  and  they  have 
the  time  to  fix  them  up.  You  see  the  old 
lady  in  the  back  of  the  store  scrubbing 
each  carrot." 

Sure  enough,  there  in  the  back  of 
Kim's  store  you  find  his  mother  at  the 
sink,  ankle  deep  in  discarded  vegetables, 
picking,  peeling,  paring,  washing  to  pre- 
pare Kim's  beautiful  displays — pyramids 
of  perfect  red  apples,  ordered  rows  of 
carefully  moistened  spinach  and  celery 
and  watercress,  tempting  heaps  of  basil, 
dill,  mint  and  more.  For  all  the  struggle, 
Jae  Ok  Kim  still  says,  "I  am  lucky." 

The  joys  of  anxiety 

When  I  first  came  here,  I  thought 
if  I  could  make  $40,000  in  two 
or  three  years,  I  would  be  happy 
and  would  go  back  to  Greece.  I  made 
that.  But  then  I  wanted  more,"  says  Pe- 
tros  Kogiones,  41,  flamboyant  owner  of 
Dianna's  Opaa  restaurant  in  Greektown 
on  Chicago's  west  side.  "I  wanted  to  live 
in  a  better  neighborhood,  then  I  wanted  a 
bigger  car,  and  more." 

Petros  came  to  the  U.S.  in  1961.  Now 
he  seems  to  have  it  all,  and  it's  not  yet 
enough.  He  lives  in  the  swank  Lake 
Point  Tower,  drives  a  Stutz-Bearcat  rep- 
lica for  pleasure  and  is  chauffered  around 
in  a  white  Lincoln  limousine  on  busi- 
ness. At  times,  he  says,  he  yearns  for  his 
simple  life  in  Greece.  "It  was  much  easi- 
er there.  I  remember  how  much  less  pres- 
sure there  was,  how  much  less  responsi- 
bility, how  much  more  freedom — naps  in 
the  afternoon."  But  he  has  no  intention 
of  napping,  here  or  there.  "If  I  went  back 
I  wouldn't  have  what  I  have  here." 

When  Petros  joined  his  brother  in  Chi- 
cago 18  years  ago,  Dianna's  was  six  ta- 
bles behind  a  grocery  store.  In  the  morn- 
ing, Petros  attended  school  to  learn  En- 
glish. He  worked  afternoons  and 
evenings  until  midnight  at  the  grocery- 
restaurant.  On  a  given  day,  50  to  75 
people  ate  at  the  restaurant.  Petros,  who 
had  planned  to  be  a  teacher  in  the  old 
country,  usually  provided  the  entertain- 
ment— a  spellbinding  Greek  dance  punc- 
tuated with  the  crash  of  wine  bottles.  He 
still  performs,  but  his  stage  and  audience 
are  much  larger.  Dianna's  serves  about 
1,000  on  a  weekend  night. 

Petros  is  one  of  some  250,000  Greek 
immigrants  living  in  Chicago.  "I'm  from 
a  Greek  town  which  had  2,000  people," 
he  jokes.  "Now  it  has  1,000.  The  other 
1,000  are  in  Chicago."  Underlying  a  good 
many  new  restaurant  ventures  are  prodi- 
gies of  frugality.  "My  uncle  went  into 
this  business  with  $35,000  which  he 
saved  in  five  years.  He  had  earned  only 
$40,000  in  that  time,"  boasts  one  Greek 
restaurateur.  "The  government  ques- 
tioned how  he  had  lived  on  just  $1,000  a 
year  for  five  years.  He  proved  it.  He  ate  at 
the  restaurant  where  he  worked  and  paid 
only  $10  a  week  for  a  room.  That's  it.  He 
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never  spent  much  and  saved  the  rest." 

Petros  may  be  rich,  but  he  still  gets 
pleasure  from  fretting.  "Greeks  always 
worry,"  jokes  Petros,  a  fresh  rose  in  his 
lapel,  fingering  his  ever-present  worry 
beads.  "If  you  stop  worrying,  you  stop 
living."  He  worries  so  much,  he  doesn't 
like  to  leave  the  restaurant.  "I'm  always 
here,"  he  says  with  a  grin,  "except  when 
I'm  running  to  the  bank." 

The  Hollywood  address 

Virachai  (Victor)  Tanasugarn  want- 
ed only  one  place — not  New  York 
where  legend  paved  the  streets 
with  gold,  but  Hollywood,  where  the 
nights  are  filled  with  stars.  In  Thailand 
"we  watch  all  the  movies.  We  only  hear 
about  Hollywood.  When  we  write  home, 
must  have  a  Hollywood  address." 

He  came  first  as  a  student,  received  a 
law  degree  and  returned  home.  Life  was 
good  there,  especially  for  a  lawyer — ser- 
vants, status.  "But  I  wanted  to  live  here 
so  badly  I  didn't  mind  taking  the  cut  in 
lifestyle." 

Now40,  he  owns  the  Thai  House  Family 
Restaurant  on  Hollywood's  Western  Ave- 
nue, one  of  a  score  of  Thai  eating  spots 
sprouting  in  the  area.  And  a  family  restau- 
rant it  is.  Victor  waits  on  tables,  his 
mother  cooks,  the  kids  take  orders  and 
serve  when  needed.  It's  a  14-hour  day  but 
labor  costs  are  next  to  zero.  "If  you  work 
real  hard,  nobody  can  stop  you,"  says 
another  Thai  immigrant.  "In  Thailand 
you  must  kiss — well,  you  know." 

Victor  has  one  complaint.  He  wants 
his  new  countrymen  to  love  the  sinus- 
clearing  spices — chili,  lemon  grass — that 
make  Thai  food  authentic.  Alas,  he  says, 
"Americans  can't  take  it." 

Baghdad  in  Detroit 

Detroit's  inner  city  food  supply  is 
the  best  in  the  country.  And  you 
can  thank  the  Chaldeans,"  brags 
46-year-old  Thomas  M.  Solaka.  Detroit's 
Chaldeans,  descendants  of  an  ancient  Se- 
mitic people  from  Iraq,  own  about  600 
stores  in  the  area.  "We've  taken  almost 
every  location  abandoned  by  large  chains 


The  Solakas,  Detroit  gourmet  shop  owners       V/rachai  Tanasugani.  proprietor  of  Thai  House  Family  Restaurant  in  Hollywood 
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There  is  no  energy  crisis  at  Chubb. 


We  give  it  everything  we've  got. 

The  property/casualty  insurance  experts 
at  Chubb  are  ready  to  move  into  action 
whenever  you  need  us. 

Working  with  your  agent  or  broker,  we'll 
bring  you  the  kind  of  professional  advice 
you're  looking  for.  The  kind  of  individually 
designed  protection  you  need.  And  the  kind 
of  equitable  claims  service  you  hope  to  find, 
but  rarely  do. 

By  working  a  little  harder,  we  make  your 
choice  of  insurance  companies  a  lot  easier. 


k: 

CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in.bringing  youThc  Dick  Cavctt  Show.  Watch  for  it  on  your  local  PBS  station. 


and  made  them  into  viable  businesses," 
Solaka  says.  Now  they're  considering 
manufacturing,  or  contracting  for  their 
own  brand  of  canned  goods. 

Solaka  and  his  36-year-old  brother  Joe 
have  expanded  beyond  the  inner  city.  In 
1972  they  opened  "Ye  Olde  Butcher 
Shoppe,"  in  the  distinctly  middle-class 
section  of  Detroit's  eastside  called  La- 
fayette Park,  where  they  sell  gourmet 
foods,  expensive  meats,  imported 
cheeses  and  fine  wines.  "Before  we 
opened,"  says  Tom,  "people  had  to  drive 
20  miles  to  get  the  kind  of  service  we 
give."  Shopping  center  developers  re- 
peatedly have  asked  the  Solaka  brothers 
to  open  stores  in  their  suburban  plazas, 
Tom  says,  "but  we  feel  we'd  rather  be  in 
the  city  because  that's  where  the  growth 
is."  The  Solaka  brothers  plan  to  open 
three  more  stores  within  the  city.  They 


because  there  was  work  in  the  auto 
plants.  About  20,000  Chaldeans  now  live 
in  the  city,  and  five  or  six  families  still 
arrive  each  week.  Tom  Solaka  came  in 
1942  when  he  was  nine,  foe  was  born 
soon  after.  Since  then  a  pVocession  of 
cousins,  uncles,  sisters  and  friends  have 
arrived.  "We  have  a  few  relatives  left  in 
Baghdad,"  says  Tom.  But  not  many. 
"We're  one  big  happy  family  here." 

Poner  un  negocito 

Angela  Pedraza  fears  the  risk  but 
loves  the  action.  "When  we  have 
good  sales  we  feel  happy.  But  then 
maybe  the  next  day  we  don't  sell  too 
much  and  we  feel  worried.  But  the  next 
day  we  sell  again.  At  least  it's  exciting." 
Angela,  33,  and  her  sister,  Elena  Gomez, 
31,  just  opened  a  discount  store  in  the 
Toledo  Plaza  on  7th  Street  in  Miami. 


Miami  t/iscoioit  store  proprietors  Ani^e/a  I'edraza  (Did  lUeiui  (ioniez 
also  own  a  travel  agency.  Joe  Solaka  sits 
on  Detroit's  powerful  zoning  board  of 
appeals,  which  maps  business  develop- 
ment in  the  city's  neighborhoods. 

Common  sense  directed  the  Solakas 
into  the  food  business.  "You  go  to  a 
strange  country  and  you  want  to  make  a 
living,"  Joe  says  quietly.  "The  easiest 
thing  you  can  do  is  learn  the  money 
exchange  and  buy  an  apple  for  a  dime  and 
sell  it  for  15  cents.  You  know  you're 
making  money."  With  the  racial  disor- 
ders of  the  Sixties  and  the  movement  of 
whites  to  the  suburbs,  some  Chaldeans — 
many  of  them  savvy  businessmen  in  the 
old  country — found  unusual  opportunity. 
When  A&P  or  Kroger  abandoned  one  of 
their  supermarkets,  a  Chaldean  store 
would  move  in. 

Chaldeans  originally  came  to  Detroit 


Sew  Jersey  innkeepers  Armin  and  Jal  Surti 


Poner  un  negocito — to  go  in 
ness — is  a  common  goal  for  C 
migrants,  but  the  road  can  be  ha 
la's  attitudes  got  her  thrown  oi 
lege  in  Castro's  Cuba  in  1968 
she,  her  sister  and  their  hushan 
grated,  then  worked  in  a  Califo: 
tory  and  saved  their  money.  TVj 
ago,  everybody  was  back  in  Mian 
ing  the  community  of  600,000 
who  own  more  than  12,000  bui 
and  give  a  Latin  tempo  to  city  I 
Angela,    now    with    a  seven 
daughter,  wanted  something  of  rj 
She  had  $12,500  saved;  enough] 
half  of  the  store.  "So  many  of  nrj 
are  working  for  themselves.  Wh« 
that  I  said,  'Okay,  we  worked  all  c 
for  others.  We  decided  we  cou 
ourselves.'  " 

There's  a  small  motel 

Jal  Surti,  28,  arrived  in  the  I 
year  from  his  native  Calcu 
a  little  capital  but  very  i 
tions.  "I  know  nothing  about  fni 
vegetables,"  he  recalls,  "and  I'r 
plumber."  After  two  years  of 
training  and  eight  years  at  sea 
mate  aboard  an  Indian  mercha 
Surti  had  decided  to  settle  d( 
shore.  But  what  to  do?  If  you're 
an,  you  buy  a  motel.  "Anybody 
it,"  he  says.  "All  that's  involved 
work  and  long  hours." 

Surti  has  owned  the  Deluxe 
12-room  layout  on  the  White  Hoi 
in  Atco,  N.J.,  25  miles  outside  P 
phia,  for  a  year  now.  He  and  his  1 
old  wife,  Armin,  are  the  entire 
management,  maids,  clerks, 
keepers,  maintenance,  everythii 
for  them,  the  motel  operation  ms 
considerably  more  than  a  long  c 
also  a  home,  a  job  and  an  inve 
rolled  into  one.  "It's  somethir 
says,  "that  I  can  call  my  own 

No  one  knows  why,  but  what 
rants  are  to  Greeks,  motels  are  t 
ans.  It  has  been  estimated  that 
now  own  about  10,000  of  the 
mately  23,000  small  motels  (ur 
units)  around  the  country.  "We're 
small  motel  listings,"  says  M.D 
president  of  Interstate  Motel  1 
U.S.A.,  "because  Indians  bough 
.all.  The  day  we  get  a  listing,  we 
one  phone  call  and  it's  sold." 

Jal  and  Armin  Surti  are  certaii 
getting  rich  quick  on  their  innkei 
bors.  They  can't  expect  to  net 
more  than  $1,000  per  room  per  ) 
their  12-room  layout,  for  whic 
probably  paid  $168,000  (27%  of 
cash).  But  they  have  no  complain 
really  no  different  from  running 
Surti  explains.  "In  both  jobs  yoi 
ways  taking  care  of  things.  On  a  si 
take  care  of  navigation  and  cargc 
here,  it's  rooms  and  guests.  So  nt 
captain  and  my  wife's  chief  mate 
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ACCOUNT- 
ABILITY 


September  1, 1979 


In  an  era  of  shared  decisions,  accountability  is  the  acceptance  of 
personal  responsibility.  In  an  age  of  anonymous  "we's'J  it  is  the 
I  willingness  to  be  an  identifiable  "I". 

In  business,  accountability  is  a  price  of  success  that  needs  to  be 
measured.  From  the  largest  multinational  corporation  to 
the  neighborhood  store,  the  core  questions  remain:  "Who 
is  accountable?"  "Was  responsibility  exercised  well?" 

Helping  to  answer  those  questions  is  what  the  accounting  profes- 
sion is  about.  Measuring  and  evaluating  financial  performance. 
Controlling  on-going  transactions  and  activities.  Complying  with 
taxation  and  other  regulatory  requirements.  Planning  for  the 
exercise  of  greater  responsibility. 

Each  partner  of  our  firm  is  personally  accountable.  Serving  each 
client  as  an  individual.  Being  personally  responsible  for  under- 
standing client  needs,  marshalling  the  firm's  resources  to  respond 
and  applying  professional  judgment.  Bringing  a  staff  with  proven 
experience  to  each  area  of  potential  client  interest,  to  every  sector 
of  business  concern.  And  providing  a  technical  facility  to  address 
the  most  complex  auditing,  accounting,  tax,  regulatory  and  plan- 
ning issues,  and  doing  so  on  a  world-wide  basis  quickly  and 
economically. 

Behind  our  "we"  are  475  "I's"  the  partners  in  83  offices  through- 
out the  United  States  who  practiced  accounting  as  Main  Lafrentz 
&  Co.  and  Hurdman  and  Cranstoun.  With  a  common  philosophy 
and  goals,  with  a  shared  commitment  to  accountability,  we  are 
joined  together  to  better  serve  our  clients,  the  public  and 
our  profession. 

Accountability 

Main  Hurdman  &  Cranstoun 

certified  public  accountants 

Offices  in  83  cities  in  the  United  States 
and  70  countries  throughout  the  world. 


Don't  let  the  fancy  name  scare  you.  This  new  fund  is  based  A 
simple  principle,  and  its  really  raking  in  the  bucks. 


Mother,  what's  a  yield-tiltei 

index  fund? 


By  Nick  Galluccio 


Why  play  a  loser's  trading  game 
when  you  can  be  a  surefire  win- 
ner at  a  fraction  of  the  ante? 
That's  the  pitch  of  San  Francisco-based 
Wells  Fargo  Investment  Advisors  who 
are  pushing  a  new  vehicle,  the  Yield-Tilt 
Market  Fund,  which  they  say  is  all  but 
guaranteed  to  beat  the  Standard  &  Poor's 
500.  Such  a  promise  is  enticing,  consid- 
ering that  84%  of  the  nation's  equity 
managers  have  underperformed  the 
S&P's  500  over  the  last  decade. 

The  Yield-Tilt  Market  Fund  is  a  sophis- 
ticated refinement  on  Wells  Fargo's  pio- 
neering efforts  with  index  funds.  The 
bank's  Modern  Portfolio  Theory  adher- 
ents (Forbes,  June  12,  1978)  have  seen 
their  index  fund  grow  to  nearly  $2  billion 
in  managed  assets  since  its  inception  six 
years  ago,  making  it  by  far  the  biggest 
such  fund.  The  newer  Yield-Tilt's  success 
has  been  even  more  spectacular.  Five 
months  old,  it  has  already  attracted  an- 


other $600  million  from  the  pension  cof- 
fers of  companies  like  Alcoa,  Greyhound, 
Illinois  Bell  Telephone,  the  Samsonite 
division  of  Beatrice  Foods  Co.,  Ralston 
Purina  and  the  State  of  Delaware. 

The  YTMF  is  an  index  fund  with — as 
the  name  suggests — a  tilt.  Index  funds 
are  large  pools  of  stocks  so  well  diversi- 
fied that  their  performance  duplicates 
the  market  indexes.  They  promise  no 
miracles  but  almost  guarantee  you  will 
keep  up  with  the  market — which,  over  a 
long  period  of  time,  isn't  a  bad  thing  to 
do.  Since  these  funds  rarely  trade  and 
require  no  securities  research,  transac- 
tion and  management  costs  are  low. 

Index  funds  were  spawned  because  of 
the  strong  evidence  for  the  "efficient 
market"  hypothesis — that  because  all  in- 
formation about  a  given  stock  is  already 
reflected  in  its  price,  in  the  long  run  it's 
impossible  to  pick  one  stock  that  will  do 
better  than  another. 

Wells  Fargo's  standard  index  fund,  us- 
ing a  computer,  diversifies  an  investor's 


money  among  virtually  all  the  Si 
by  the  percentage  each  equity's 
value  comprises  of  the  aggregate 
is  indexed,  too,  but  not  across  th 
stock  market.  It  is  concentrated 
dividend  stocks,  which,  in  J 
means  stocks  in  industries  like 
electric  utilities,  chemicals,  fod 
ucts,  banking  and  insurance. 

Aren't  low-yielding  growth  stc 
smart  place  to  put  your  money 
the  investor  is  tax-exempt,  acco 
business  school  professors  Rob 
zenberger  of  Stanford  and  KrisI 
maswamy  of  Columbia,  whose 
tive  study  of  the  stock  market  lei 
creation  of  the  YTMF. 

The  role  taxes  play  in  investme 
sions  is  crucial  to  understand) 
Yield-Tilt.  Using  a  computer,  ti 
men  looked  at  the  total  return 
dends  plus  capital  appreciation- 
the  New  York  Stock  Exchange-li: 
uities  over  the  42-year  period  froi 
to  1977.  They  found  that  high-dii 
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One  of  these  men  has  a 
pod  job,  coaches  his  son's  football  team 
and  drives  without  insurance. 


He  really  doesn't  want  to.  But  his  budget's  tight, 
ation  is  driving  the  cost  of  everything  up.  So  he's 
g  to  get  by  without  insurance.  That's  taking  a  big 
=or  himself  and  everyone  else  on  the  road  with  him. 
That  bothers  us.  We're  a  major  group  of  property 
casualty  insurance  companies  and  we  don't  like 
costs  any  more  than  you  do.  Unfortunately,  the  cost 
ccident  repairs  and  injury  claims  has  risen  more 
i  the  rate  of  general  inflation. 

Let's  take  a  closer  look  at  these  costs  covered  by 
r  insurance,  as  measured  by  the  Consumer  Price 
ex.  For  every  $100  spent  for  the  same  expenses  in 
7,  here  are  the  amounts  spent  as  of  June,1979:  $242 
uto  repairs,  $366  in  hospital  services,  $237  in  medi- 
care items  and  $241  in  physicians'  fees.  Those  are 
reases  ranging  from  over  130%  to  over  260%  In 
same  time  period,  auto  insurance  premiums  have 
bn  127%* 

We  want  to  keep  the  cost  of  insurance  down.  After 
helping  you  afford  insurance  helps  us  too.  There  isn't 
ich  we  as  a  single  industry  can  do  to  stop  inflation, 
t  we're  doing  our  best.  There  are  several  things  you 

ce  The  Bureau  of  Labor  Statistics.  U  S  Department  of  Labor 

This  message  is  presented  by  The  American  Insura 


can  do  to  help.  Most  importantly,  don't  be  like  the  man 
on  the  right.  Don't  drive  without  car  insurance.  Even 
in  times  of  inflation,  the  security  of  car  insurance  isn't 
a  luxury,  it's  a  necessity. 

Here's  what  we're  doing  to  keep  costs  down: 

■  Working  through  the  Insurance  Institute  for  Highway 
Safety  to  make  cars  more  crash  resistant  and  highways 
safer. 

■  Investigating  injury  and  repair  claims  more  thoroughly. 

■  Cracking  down  on  insurance  fraud  practices  through 
the  Insurance  Crime  Prevention  Institute. 

■  Supporting  a  pricing  system  that  allows  more  pricing 
competition  among  insurance  companies. 

■  Improving  our  data  collection  so  your  rates  will  be 
based  on  more  recent  claims  experience. 

Here's  what  you  can  do: 

■  Re-evaluate  your  present  policies  and  check  for  over- 
lapping coverage. 

■  Talk  to  your  agent  about  the  right  coverage  for  you. 

■  Raise  your  deductible  to  an  amount  you  can  absorb. 
It'll  lower  your  premiums. 

■  Know  what  your  insurance  coverage  can  do  for  you. 
nee  Association,  85  John  Street,  New  York,  N.Y  10038. 


Affordable  insurance  is  our  business...and  yours. 


yielding  stocks  have  con- 
sistently provided  inves- 
tors with  a  greater  total 
return  than  low-yielding 
equities — growth  stocks 
included.  The  two  profes- 
sors lay  this  discrepancy 
to  the  so-called  tax  seg- 
mentation of  the  stock 
market.  All  things  equal, 
because  dividends  are 
taxed  at  a  higher  rate 
than  capital  gains,  those 
securities  with  fatter  divi- 
dends have  to  provide  a 
higher  total  return  to 
compensate  the  investor 
for  the  extra  money  he 
will  have  to  pay  Uncle 
Sam.  But  pension  funds 
are  tax  exempt,  so  why 
not  invest  them  into 
high-yielding  stocks  and 
keep  the  proceeds  other- 
wise paid  in  taxes? 

Listen  to  Wells  Fargo 
Vice  President  Lawrence 
Tint,  34:  "The  typical 
pension  fund  manager  has 
for  years  been  acting  as  if 
his  customers  pay  taxes. 
It  iuse  of  his  lack  of 
realization  of  the  impact 
the  tax  structure  has  on 
stock  pneing,"  he  says. 
"High  yielding  securities 
with  the  same  risk  as  low- 
yielding  securities  have  to 
provide  a  greater  return  so 
on  an  aftertax  basis  he 
comes  out  with  an  equiv- 
alent level  of  income.  Tax- 
exempt  investors  ought  to 
be  yield-biased  rather 
than  growth-biased." 

Adds    Vice  President 
Thomas  Loeb,  32,  who 
heads   up  Fargo's  index 
fund  group,  "Too  many 
investors  mistake  a  good  company  for  a 
good  stock.  Wall  Street  has  created  a  situ- 
ation where  emerging  growth  stocks  is  the 
place  everyone  wants  to  be.  Just  because  a 
company  has  rapidly  growing  earnings 
does  not  mean  its  stock  price  is  going  to 
move  up,  if  that's  already  reflected  in  the 
security's  price  level.  We  are  buying  the 
stock  rather  than  the  company." 

Tint  and  Loeb  have  good  evidence  for 
their  theory.  Take  Hewlett-Packard,  a 
quintessential  growth  stock.  It  has 
grown  beautifully  over  the  past  five 
years,  trebling  earnings  per  share  and 
more  than  doubling  dividends.  The 
stock,  however,  has  gone  nowhere. 
That's  the  whole  point,  in  their  view: 
Hewlett-Packard  went  nowhere  because 
it  had  gotten  overpriced. 

Wells  Fargo's  own  studies  have  shown 
that  for  every  one-percentage-point  in- 
crease in  the  overall  dividend  yield  of  its 


Thomas  loeb  ( left )  and  Laurence  lint  of  Wells  Fargo  Investme 
"We  don't  dispute  that  someone  like  John  Templeton 
tently  beat  the  averages;  we  only  dispute  that  it  can 
the  average  manager  you  pick  to  handle  your  money." 

portfolio,  total  return  will  increase  by 
four-tenths  of  a  percentage  point.  That 
may  not  seem  very  much,  but  when 
more  than  80%  of  the  nation's  pension 
managers  have  averaged  less  than  3.2% 
over  the  last  decade,  it  looks  pretty  good. 
Wells  Fargo's  YTMF  comprises  362  se- 
curities that  closely  reflect  the  market  • 
risk  of  the  S&P's,  but  are  weighted  so 
that  the  portfolio's  average  yield  is  7%  — 
considerably  higher  than  the  market  in- 
dex' 5.5%  yield.  Among  the  stocks  in  the 
fund:  Baltimore  Gas  &  Electric,  Philadel- 
phia Electric,  Brooklyn  Union  Gas, 
Commonwealth  Edison,  Con  Edison, 
Union  Carbide,  IBM,  Borden,  Ford,  Gen- 
eral Motors,  Warner-Lambert,  CIT  Fi- 
nancial, Household  Finance,  Beneficial, 
Aetna  Life  &  Casualty,  Citicorp,  Bank- 
ers Trust,  Continental  Illinois,  Mellon 
National,  American  Express  and  Ameri- 
can General  Insurance. 


That's  the  bai 
about  growth  stoc 
for  the  good  new 
all  stocks.  Tint  aj 
expect  the  stock 
to  do  a  lot  bettei 
next  ten  years  thai 
past  ten.  As  a  gua 
look  for  an  annual 
from  stocks,  dj 
and  capital  gain) 
bined,  averaging 
year  over  that  peril 
Loeb:  "The  U.S. 
market  has  not 
while  corporate 
and  dividends  ha 
dramatically."  To<] 
turn  on  equity  of 
the  average  S&P 
pany  is  much  high 
the  12%  of  seve: 
ago.  Both  men  poii 
day's  wide  spread  1 
the  "expected  ret 
stocks  and  the  y 
long-term,  high-gi 
dustrial  bonds.  Th> 
is  now  at  5.5%  in 
stocks  (14.8%  for 
vs.  9.3%  for  bonds), 
are  advising  client 
vest  heavily  in  eqi 
that  spread  should 
to,  say,  4%  as  it 
February  1976,  or 
June  1972,  they  w« 
vise  getting  out  ol 
and  into  bonds. 

How  do  they  fig 
15%  return  for  sto 
forecasting  futun 
dends  for  a  broac 
section  of  securitie 
market  relative  to 
rent  price  of  each 
then  derive  the  "dl 
rate"  or  "expected 

  that  investors  derr 

each  stock,  and  the  market  as  a  v 
It's  no  surprise  that  Tint  am 
think  the  safest  way  to  partici 
this  coming  bull  market  is  throuj 
yield-tilted  index  fund.  Says  Tir 
don't  dispute  that  someone  lib 
Templeton  can  consistently  b« 
averages  over  a  ten-year  period;  \ 
dispute  that  it  can  be  done  by  the 
manager  you  pick  to  handle  your 
This  approach  looks  at  the  marl 
systematic,  logical,  rational  fashi 
as  some  kind  of  mystique." 

Is  the  market  really  a  rational  cr 
Or  is  it  simply  a  register  of  cap: 
those  venturesome  enough  to  pi 
favoring  growth  stocks  in  one 
yield  stocks  in  another?  Nobody 
knows.  What  we  do  know  is  thai 
Fargo's  Yield-Tilt  Market  Fund 
somehow  to  have  caught  the  eye 
many  with  big  money  to  invest.  I 


?/t  Advisors 
can  consis- 
be  done  by 
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From  conserving  energy 
to  renewing  resources.,. 

Union  Camp  is  part  of  your  life* 


We  all  hold  the  future  in  our  hands.  At  Union 
Camp  that  awareness  has  spurred  our  efforts 
toward  increased  energy  self-sufficiency  and 
perpetual  renewal  of  our  forest  resources. 

Today,  we're  meeting  more  than  half  our 
energy  requirements  by  using  by-products 
to  produce  steam  and  electricity.  In  just  over 
five  years,  increased  energy  efficiency 
and  greater  use  of  by-product  fuel  has 
reduced  our  fossil  fuel  consumption 
over  24%  per  ton  of  paper  produced. 


Union  Camp 


What's  more,  unlike  fossil  fuels,  the  by- 
product fuel  Union  Camp  uses  comes  from 
trees  — a  renewable  resource.  For  every 
tree  harvested,  we  plant  three  more.  Last 
year  alone,  we  planted  more  than  30  million 
seedlings  and  each  year  we  get  more  wood 
fiber  from  the  same  amount  of  land. 

Conserving  energy  and  replenishing 
forests  helps  make  the  future  look  a 
whole  lot  better  for  everyone.  That's 
the  way  we  want  to  grow! 

Union  Camp  Corporation,  1600  Valley  Road,  Wayne,  New  Jersey  07470 


Growing  in  more  ways  than  one, 

PAPER  •  PACKAGING  •  CHEMICALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


A  technology  developed  to 
protect  America  from  its  enemie 


Iwenty  years  ago  Westinghouse  developed  its  ultrasonic  flow  mett 
for  defense  by  using  sound  to  measure  water  flow  so  that  proper  fin 
conditions  for  our  underwater  missiles  could  be  predicted. 

Today  that  same  technology  with  some  innovation,  is  being  used 
protect  the  delicate  environment  around  the  trans-Alaskan  pipeline, 
measuring  the  speed  of  the  oil  as  it  flows,  ultrasonic  flow  meters  monitor  t 
800-mile  pipeline,  detecting  possible  breaks  or  leaks. 


is  now  protecting 
America's  environment 


Ultrasonic  flow  meters.  Just  another  way  Westinghouse  is  helping 
)tect  America. 


Westinghouse 

A  powerful  part  of  your  life. 


How  many  supermarket  or  food  company 
presidents  earn  as  much  money  as  Al  Bergida 
makes  working  for  them? 


Food  brokering: 
It's  where  the 
action  is 


By  Harold  Seneker 


When  I  started  in  this  business, 
in  1950,  it  was  with  a  sublet 
office  the  size  of  this  room  and 
$500  in  capital,"  says  Al  Bergida,  a 
beefy,  graying,  very  much  self-made 
man  who  wears  expensive  gray  suits 
these  days  and  can  well  afford  them. 
Bergida  is  a  food  broker,  one  of  the 
largest  in  metropolitan  New  York,  and 
the  private  company  he  cofounded  earns 
(probably]  at  least  SI. 3  million  a  year 
before  taxes.  For  a  moment  he  sounds 
nostalgic.  "We  started  with  private-label 
canned  fruit.  We'd  walk  into  stores  with 
samples  and  mail  orders  to  our  client, 
the  manufacturer.  He  might  process 
them  in  eight  or  ten  days  and  send  the 
stuff  when  he  could." 

An  awful  lot  has  changed  in  the  food 
business  since  then.  And  that  has  a  lot  to 
do  with  why  the  wave  of  the  future  is 
food  brokers  like  Andorn,  Bergida  & 


Danks — which  now  employs  upward  of 
200  people  and  a  computer  and  annually 
juggles  the  logistics  and  paperwork  for 
over  $500  million  worth  of  supermarket 
items  ranging  from  Chicken  of  the  Sea 
tuna  to  Jergens  lotion.  Around  the  coun- 
try there  are  at  least  2,700  firms  in  this 
unsung  fraternity,  of  assorted  small  sizes 
and  nearly  all  private,  doing  the  prosaic 
work  of  selling  at  the  wholesale  level  and 
providing  point-of-sale  service  for  most 
of  the  giants  of  the  food  industry.  The 
logic  is  compellingly  simple:  The  average 
broker  carries  22  lines,  so  he  can  split  the 
overhead  behind  each  sales  call  22  ways. 
The  manufacturer,  or  "principal,"  gets  a 
bargain:  a  man  who  knows  the  territory 
intimately,  works  like  hell  and  costs  a 
commission  of  only  3%  to  5%,  some- 
times less.  "That's  the  big  reason,''  says 
Bergida.  "They  can't  afford  to  pay  what 
it  takes  to  keep  the  talent  they  need  in 
their  own  sales  forces."  Bergida  and  his 
ilk  can.  Half  a  dozen  people  on  his  staff 


Food  brokers  Ron  and  Al  Bergida 

Finding  gold  in  canned  tuna  fish  and  roasted  peppers. 


earn  six-figure  salaries  though 
ness  grosses  only  about  $9  m| 
commissions.  It  is  hard  to  see 
can  net  much  less  than  15%  pre 

Food-broker  volume  has  been 
more  than  twice  as  fast  as  fd 
generally  for  many  years.  The 
now  account  for  about  two-thii 
volume  sold  in  supermarkets, 
total  seems  bound  to  increase 
"Borden  just  recently  switched 
all-broker,"  recounts  Bergida, 
enumerating  triumphs.  "We  g 
business,  of  course.  Now  broke 
every  department  of  the  superm 
cept  produce  and  fresh  meats, 
meatpackers  are  going  to  box  be 
tually  they'll  have  portion  contn 
slaughterhouse,  and  brands,  aj 
we'll  get  that  business  too." 

The  typical  customer  is  no 
corner  grocery  turning  over  its  iri 
ten  times  a  year;  it  is  a  vast  supe 
chain  turning  weekly  and  f 
multimillion-dollar  price  pro 
three  months  in  advance,  for  ^ 
must  have  multicarload  deliver 
date  and  at  a  price  certain. 

And  the  manufacturer  is  not  u 
Mancini  Packing  Co.,  maker  of 
roasted  peppers  ("We  can't  get  en 
them,"  marvels  Bergida  of  that 
Florida  specialty);  it  is  rather  a  B 
a  General  Foods  or  a  Del  Monte 
marketing  department  full  of 
and  big  ideas,  and  it  demands  spe 
servicing  and  an  ever  more  corap 
of  information  from  the  contact 
in  the  field.  "We  deal  with  M.B. 
on  both  sides,"  says  Bergida. 
gotta  have  people  who  can  interf 
people  who  use  words  like  interim 
has  also  become  comfortable  w 
keters'    words    like  "demog 
"We're  a  little  like  an  outside  ad  a 
he  explains,  "but  at  a  different  le 
know  from  experience  what  pro 
and  products  will  go  in  your  own 
and  what  probably  won't."  Be 
man  of  considerable  pride,  con 
compares  his  business  to  the  higl 
ad  business  he  studies  zealously. 

The  big  boys  get  very  specif 
about  matters  like  shelf  space  a 
tion  and  the  supermarkets  are 
save  costs  by  having  someone  el 
up  their  shelves.  So  there  is  a  pr 
place  for  someone  with  100  det 
willing  to  go  from  store  to  st 
make  sure  the  Lea  &  Perrins  Wo 
shire  Sauce  and  the  A.l.  Steak 
stand  side  by  side,  and  somebod 
weaker  line  is  away  from  an  over 
ing  competitor  and  that  the  disp 
neat  and  orderly  and  full  of  produ 
though  total  payroll  costs  are  cr 
$30,000  a  man.  One  maker  hirir 
service  forces  the  competition 
adverse  things  start  to  happen 
shelf  displays. 

There  is  room,  too,  for  the  oi 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  August  17, 1979 

The  Charter  Company 

5,000,000  Convertible  Depositary  Preferred  Shares 

each  representing  1  /5th  share  of 

8V4%  Cumulative  Convertible  Preferred  Stock 


Convertible  into  Common  Stock  of  The  Charter  Company  at  $44  per  share, 

subject  to  adjustment  under  certain  conditions. 


Price  $20  Per  Share 

plus  accrued  dividends,  if  any,  from  date  of  issuance 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc. 

Bache  Halsey  Stuart  Shields      Bear,  Stearns  &  Co.      Blyth  Eastman  Dillon  &  Co. 

Incorporated  incorporated 

Donaldson,  Lufkin  &  Jenrette     Drexel  Burnham  Lambert     Kidder,  Peabody  &  Co. 

Securities  Corporation  Incorporated  Incorporated 

Lazard  Freres  &  Co.   Lehman  Brothers  Kuhn  Loeb   Loeb  Rhoades,  Hornblower  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Shearson  Hayden  Stone  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


$141  million  soft-drink  sales  w 


The  earnings  table  shown  here  indicates  that  we  are  having 
another  good  year.  One  reason  is  our  major  new  Growth 
Center  called  Soft  Drinks. 

When  we  acquired  Atlantic  Pepsi-Cola  Bottling  Company 
this  year,  it  more  than  tripled  our  stake  in  the  fast-growing  and 


Growth 
Center  in 
soft  drinks 


profitable  soft-drink  industry. 

Had  our  new  soft-drink  bottling  operations  been  d 
since  )anuary  1, 1977,  last  year's  soft-drink  sales  would 
increased  27%  to  $141  million  and  soft-drink  operatin 
would  have  increased  41%  to  $20. 3  million.  That's  wrj 

it  a  major  new  Crowtl 


Liggett  Group  Earnings 

(6  Months  Ended  June  30, 1979) 


EARNINGS 


PER  COMMON 
SHARE 


Our  newest  business, 
soft-drink  bottling,  began 
with  the  acquisition  in  1977 
of  Pepsi-Cola  Bottling  Co. of 
Fresno,  in  the  San  Joaquin 
Valley  of  California. 

When  we  added  Atlantic 
Pepsi  this  year,  it  gave  us  two 
of  the  strongest  franchise  areas  in  the 
network  of  Pepsi  bottlers,  with  the 
leading  share  of  the  soft-drink  market  in 
both  areas. 

Soft  drinks  have  grown  at  a  com- 
pounded annual  rate  of  better  than  7%. 
Our  bottlers  had  increases  almost  double 
that  in  1978. 


1979  (a) 


$21,300,000 


$2.46 


1978(b) 


$16,900,000 


$1.78 


INCREASE 


-26% 


(a)  Excluding  an  aftertax  charge  for  the  consolidation  of  cigarette  operations  of 
Si. 6  million,  equal  to  $.43  per  share,  an  aftertax  gam  from  the  sale  of  a  foreign 
investment  of  S2.4  million,  equal  to  $.28  per  share,  an  aftertax  charge  for  the 
relocation  of  corporate  headquarters  of  Si  6  million,  equal  to  $19  per  share,  and 
higher  interest  income  of  $1.5  million,  equal  to  $  17  per  share 

(b)  Excluding  an  aftertax  gam  from  the  sale  of  the  foreign  cigarette  business  of 
$30.4  million,  equal  to  S3. 34  per  share,  earnings  from  the  discontinued  foreign 
cigarette  business  of  S3  million,  equal  lo  $.34  per  share,  and  an  aftertax  charge  for 
the  write-down  of  goodwill  of  $17  3  million,  equal  to  $1  91  per  share 


Growth  Centc . 
smokeless 
tobacco 


Growth 
Center 
in 

petfood 


Growth 
Center 
in  spirits 


Liggett  spirits  in- 
clude a  wide  variety  of 
growing,  profitable 
brands,  like  J  &  B,  the 
top-selling  Scotch  in 
America;  WILD 
TURKEY,  the  fast-growing 
Bourbon;  and  GRAND  MAR- 
NIER, one  of  the  leading  li- 
queurs worldwide.  One 
trade  authority  named  two  of  Liggett  s 
brands,  WILD  TURKEY  and  GRAND  MAR- 
NIER, among  the  "Seven  Sizzlers,"  the 
fastest-growing  brands  of  the  past  decade. 
During  that  10vears,  sales  of  both  WILD 
TURKEY  and  GRAND  MARNIER  increased 
more  than  5  times,  while  sales  of  total 
distilled  spirits  increased 
only  27%. 


Liggett  pet  foods 
areALPO;  ALPO  Beef 
Flavored  Dinner  and 
ALAMO  BRAND,  two 
major  new  contenders  in 
the  dry  dog  food  category;  and  the  LIV-A 
SNAPS  line  of  pet  treats,  the  leader  in  that 
category  with  a  substantial  share  of  the 
business. 

In  1%7,  ALPO  became  the  largest- 
selling  canned  dog  food  in  America  and 
since  then  has  increased  its  share  of  the 
market  by  growing  123%,  while  the  indus- 
try total  has  declined. 

To  meet  the  demand  for  its  new  dry  dog 
foods,  ALPO  and  ALAMO  BRAND,  the 
company  soon  will  open  a  new  manufac- 
turing and  warehouse  complex  in 
Allentown,  Pa. 


Liggett  c  hewing  to- 
bacco has  a  dominant 
share  of  the  only  growing  segme 
tobacco  industry- up  5%  in  1978, 
in  the  last  ten  years.  Its  principal 
is  RED  MAN,  the  largest-selling  c 
tobacco  in  the  world.  Liggett  s  ch 
tobacco  products  have  grown  at 
the  rate  of  the  industry  during  th 
ten  years. 

Growth 
in  phy 
fitness  prod 

Diversified  Products  Corpol 
quired  in  1977,  is  the  largest  marl 
of  barbells  and  other  phvsi 
products,  ping  pong  tables,  ar 
ball  equipment.  DP  products  alsl 
exercise  bicycles,  volleyball  eel 
soccer  balls  and  a  variety  of  irl 
outdoor  games.  In  1978,  the  I 
continued  to  strengthen  its  positil 
major  factor  in  the  rapidly  expancl 
physical  fitness  and  sporting 
goods  industry. 


)  million  operating  income 
ens  major  new  Growth  Center 


g  acquisition  triples  Liggett's  position 
t-growing  soft-drink  industry. 


Cola 
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(check  the  renewal  rate). 
Who  are  loyal  to  its  advertisers 
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Conventional  wisdom 

It's  too  bad  for  Minneapolis  banker-busi- 
nessman Deil  O.  Gustafson,  48,  that  he 
ignored  his  own  sound  advice:  Stay  away 
from  publicly  held  companies.  "I  never 
want  to  have  to  answer  to  any  sharehold- 
ers," he  had  once  told  a  reporter.  "I  know 
darned  well  that  wheeler-dealers  like  me 
and  public  ownership  don't  mix."  Now, 
after  a  soured  deal  with  publicly  held  El 
Dorado  International,  Inc.,  a  recreational 
vehicle  maker,  he's  not  only  got  a  stock- 
holder suit  on  his  hands,  but  he's  also 
being  scrutinized  by  the  SEC. 

Gustafson,  the  onetime  Iowa  farm 
boy  and  University  of  Minnesota  busi- 
ness teacher,  owns  a  piece  of  Las  Vegas' 
Tropicana  Hotel  &  Casino.  Last  fall  he 
and  his  Tropicana  partners  tried  to 
merge  with  El  Dorado,  but  the  deal  fell 
through. 

Now  Gustafson  and  16  other  defen- 
dants including  Stauffer  Chemical  heir- 
ess Mitzi  Stauffer  Briggs  (Fokbes,  Sept. 
15,  1976)  are  being  sued  for  $3.4  million 
by  stockholders  of  El  Dorado  alleging 
fraud  and  deception  in  manipulation  of 
that  company's  stock.  That  civil  suit  set 
off  a  major  SEC  investigation. 

The  lawsuit  is  just  the  latest  in  a  series 
of  problems  that  have  plagued  Gustafson 
since  he  took  control  of  the  Tropicana  in 
1972.  Once  known  as  "the  Tiffany's  of 
the  Strip,"  it  has  often  lost  money  in 
recent  years.  Nevada's  Gaming  Control 


Ashmun  ofWainoco  Oil 

Drilling  into  solid  ground  gets  you  21  far  21. 


Gustafson  of  the  Tropicana 
He  should  have  listened. 


Board  recommended  that  the  casino's 
license  be  revoked  after  learning  of  FBI 
affidavits,  filed  in  a  Kansas  City  federal 
court,  which  alleged  Mafia  control  of  the 
Tropicana.  Gustafson  vehemently  denies 
those  allegations,  calling  them  "overex- 
aggerated  comments  by  [FBI]  agents  try- 
ing to  get  a  search  warrant"  in  a  Kansas 
City  case.  Nevertheless,  he  made  a  deal 
in  early  July  to  sell  the  casino-hotel's 
assets  to  Ramada  Inns,  Inc. 

Meanwhile,  Gustafson,  who  made  his 
name  in  Minneapolis  by  turning  dis- 
tressed real  estate  around,  has  also  been 
trying  to  gain  control  of  C.  Arnholt 
Smith's  bankrupt  Westgate-California 
Corp.,  which  includes  Air  California  and 
a  tuna  canner.  So  far,  however,  West- 
gate's  trustees  have  shown  little  enthusi- 
asm for  Gustafson's  proposals. 

As  for  the  stock  fraud  suit  involving  El 
Dorado,  Gustafson  says  he  can't  com- 
ment because  he  hasn't  yet  been  served 
with  a  copy  of  it.  But  he  accuses  the 
lawyer  who  brought  the  suit  of  "naming 
everyone  he  could— shooting  with  a 
shotgun  instead  of  a  rifle."  Asked  if  the 
El  Dorado  episode  confirms  his  stated' 
preference  for  avoiding  publicly  held 
companies,  Gustafson  replies  succinctly: 
"Boy,  is  that  the  truth." 

More  than  luck 

How's  this  for  luck:  Last  fall  Wainoco 
Oil  Corp.  began  drilling  less  than  a  dozen 
miles  from  Titusville,  Pa.,  site  of  the  first 
U.S.  oil  well.  After  completing  21  holes 
on  a  70,000-acre  tract,  the  company — 
believe  it  or  not — struck  gas  every  time, 
doubling  its  total  U.S.  gas  reserves. 
Despite  these  exciting  finds,  President 


John  B.  Ashmun,  56,  begins  tcl 
Princetonian  cool  only  when  hi 
the  future.  "We're  looking  fori 
that  could  be  larger  than  the  wh| 
in  Pennsylvania,"  says  the  trini| 
executive,  edging  forward  in 
This  kind  of  optimism  is  wide:! 
the  gas  industry  now  that  price| 
ing  allowed  to  rise. 

Wainoco  raises   money  fori 
through  oil  and  gas  partnershij 
$123  million  since  1970.  The 
hit  oil  or  gas  in  better  than  2C| 
exploratory  holes  so  far — a  good! 

Ashmun  hopes  to  move  tovil 
ting  more  of  the  company's  ow:[ 
into  future  drilling.  "Over  50%  | 
we  spent  drilling  this  year  is 
internal  capital,"  says  Ashmunl 
of  a  size  to  handle  upwards  of  S 
lion  in  expenditures  and  are  d<| 
million  this  year."  The  small,  $ 
lion  (revenues)  oil  and  gas  comp.l 
down  a  quarter  of  last  year's  revl 
net,  and  earnings  should  grow  [ 
this  year,  to  an  estimated  $6  mi  l 

Wainoco  was  a  mere  shell  whl 
mun  and  three  others  bought  itl 
1968.  (T.  Boone  Pickens  Jr.,  foi 
Mesa  Petroleum,  was  one  of  thel 
partners.)  The  company's  growth! 
the  kind  of  initiative  that  brouj| 
mun  to  oil  31  years  ago.  "I  quit 
eight  months  after  I  started 
Street/'  chuckles  Ashmun.  "Ai| 
job  roughnecking  on  a  drill  rig 
Texas.  We  used  to  laugh  at  classil 
Princeton  who  took  geology,  but  f 
ted  not  taking  it."  Instead,  hel 
himself  the  rudiments  of  geologyj 
fine  art  of  drilling. 

"Up  till  recently,  prices  of  gas  ^1 
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Vhat  is  NCR  up  to  now? 


pe  up  to 
imber  one  in 
nk  proof 
ichines. 


checks,  very  likely,  were 
ssssed  this  month  on  an 
bank  proof  machine. 
3  three  out  of  every  four  in 
arry  the  NCR  name,  the 
re  in  our  favor. 

eader  in  CIF— Perhaps 
bank  also  uses  the  Central 
t  mation  File  originally  com- 
,  rized  by  NCR.  In  CIF,  we 
the  next  closest  vendor 
!  to  one.  This  method  of 
I  nizing  and  processing 
i ;  records  supplies  the  fully 
jl  related  online  data  base 
i  ;s  need  for  Electronic 
js  Transfer. 

r  riding  business  equip- 
i  t  for  almost  a  century— 

nelping  banks  fight  rising 
s  is  nothing  new  for  NCR. 
J  /e  been  in  the  business 
pment  field  for  95  years, 
a  leader  in  the  banking 
stry  for  over  50  years. 

kers  look  for  this  kind  of 
jrience  when  they  choose 
DP  system. 


Banks  depend  on  NCR  sys- 
tems—Why are  we  a  leader  in 
banking?  Executives  of  such 
banks  as  Manufacturers 
Hanover  Trust,  Sumitomo  and 
Seattle-First  National  Bank 
helped  put  us  there.  They 
depend  on  NCR  systems  for 
complete  management  control. 

Support  where  needed  and 
when— And  they  look  for  sup- 
port. NCR  suppiies  it,  with 
16,000  highly  trained  field  engi- 
neers around  the  world.  This 
global  support  network  is  espe- 
cially important  to  banks  with 
plans  for  expansion. 

The  financial  industry  is  just 
one  of  the  fields  where  NCR  is 
the  leader.  We're  also  up  to 
management's  most  demand- 
ing requirements  in  retailing, 
commercial,  industrial,  health- 
care, education  and 
government  markets. 

Now  you  know  why  NCR  is  a 
world  leader  in  general- 
purpose  computer  systems. 


NCR 


Complete  Computer  Systems 
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low  to  warrant  exploration.  Everyone 
knew  there  was  gas  in  northwest  Penn- 
sylvania," says  Ashmun,  who  some- 
times rides  a  moped  to  work  in  down- 
town Houston.  "Nobody  in  the  Adminis- 
tration or  Congress  will  admit  it,  but 
higher  prices  are  resulting  in  more  gas 
being  found.  If  we're  left  alone — deregu- 
lated— we're  going  to  find  a  lot  more  out 
there."  Could  it  be  that  decontrol  could 
do  more  for  U.S.  energy  needs  than  those 
billions  going  for  synfuels? 

The  chicken  came  first 

When  Samuel  J.  Phillips,  chairman  of 
$150  million  (sales)  Acton  Corp.,  a  grab- 
bag  conglomerate,  decided  to  expand  his 
snack-food  business,  he  agreed  to  buy  the 
Bachman  snack-food  division  of  Culbro 
Corp.  When  he  made  the  deal  last  June, 
he  claims  that  Culbro  told  him  Bach- 
man— long  a  loser — was  turning  around. 
Bachman  was  instead  going  deeper  than 
ever  into  the  red,  Phillips  says,  so  he 
backed  out  of  the  deal.  Culbro  sued,  and 
last  month  Acton  countersued,  charging 
"fraudulent  misrepresentation." 

Phillips  has  been  trying — among  other 
things — to  build  a  division  at  Acton  out 
of  the  snack-food  units  cast  off  by  other 
companies.  None  was  a  particularly  hot 
property  when  bought,  but  he  expected 
more  from  Bachman.  Meanwhile,  he  has 
been  using  Acton's  cable-TV  systems  to 
finance  the  upgrading  of  snack  foods.  So 
far  it's  worked.  In  1975,  when  Phillips 


took  over  at  Acton,  then  Vikoa  Inc.,  it 
was  nearly  bankrupt.  For  the  first  half  of 
1979,  the  company  earned  $2.1  million. 

The  son  of  a  Syrian  peddler  who  set- 
tled in  North  Vandegrift,  Pa.,  Phillips,  48, 
has  had  a  curious  career  as  an  upwardly 
mobile  corporate  drifter.  After  studying 
accounting  at  the  University  of  Mary- 
land and  taking  an  M.B.A.  at  Cincin- 
nati's Xavier  University,  he  decided  on  a 
career  in  the  Army.  But  his  wife  vetoed 
the  idea,  so  he  took  a  job  with  Procter  & 
Gamble. 

He  spent  more  than  1 1  years  with 
P&G  while  building  up  a  business  on  the 
side  preparing  income  tax  returns.  When 
P&G  sent  him  out  to  Kansas  City,  as 
controller  of  its  Folger  coffee  division,  he 
lost  that  outside  income.  Worse  yet,  he 
says,  when  he  complained  that  one  of  his 
subordinates  was  making  nearly  $15,000 
more  than  the  $20,500  Phillips  was 
drawing,  he  was  told,  "It's  not  that 
you're  underpaid.  He's  overpaid." 

So  in  1967  he  quit  to  take  a  $35,000 
controller's  job  at  Polaroid.  He  rose  to 
chief  accountant,  but  his  boss  was  just 
about  his  age,  so  he  quit  again  after  three 
years  to  take  a  job  with  Health  Care 
Corp.,  a  fast-growing  Boston  outfit.  The 
chairman's  idea  was  that  Phillips  was  to 
train  to  take  over  as  president.  But,  says 
Phillips,  "The  guy  who  was  already  presi- 
dent didn't  think  that  was  such  a  good 
idea."  Phillips  lasted  ten  weeks. 

"Then,"  he  says,  "like  all  unemployed 
executives,  I  became  a  consultant." 

Next  he  took  over  a  near-bankrupt  out- 
fit called  Parkwood  Laminates.  Three 
months  later,  he  landed  a  fat  contract 
supplying  General  Electric,  and  the  com- 
pany moved  into  the  black.  But  then  GE 
exercised  an  option  in  the  contract  and 
bought  Parkwood,  so  Phillips  was  a  "con- 
sultant" again. 


This  time,  some  of  Parkwoocj 
asked  him  to  take  over  anothe 
debtor,  Vikoa.  He  changed  itsl 
Acton,  the  Massachusetts  to^ 
it's  based,  and  looked  around 
thing  to  sell.  Most  of  its  asl 
cable-TV  systems  so  he  sold) 
them  off,  refurbished  the  q 
sloppy  balance  sheet,  and  starts 
an  asset  game  with  the  sna 
some  telecommunications  oq 
more  cable-TV  systems.  He  hai 
buy  two  TV  stations  and  a  radio 
the  FCC  approves.  And  red 
bought  a  Maine  egg  company,  < 
heretofore  unremarkable  fact  trj 
is  no  branded  egg  of  any  conj 
Why  can't  we  do  for  the  egg  wf 
Perdue  did  for  the  chicken?"  he! 


Phillips  of  Acton  Corp. 

The  snacks  were  not  as  sweet  as  he  had  been  led  to  believe. 


Golden  Harvest's  Dandrea 
Getting  into  the  big  picture. 

Kung  Pu  banker  I 

After  18  years  at  the  Bank  of  ^1 
you  might  have  thought  that  a  e| 
had  risen  to  one  of  the  biggest  jo  f 
field  of  financing  entertainment 
would  have  settled  down.  But  r| 
the  case  of  Ron  Dandrea,  49,  \\ 
quit  to  become  chief  financial  c| 
the  Hong  Kong-based  Golden 
Group,  one  of  the  top  entertl 
companies  in  the  Far  East  a| 
known  as  the  distributor  of  the 
the  late,  great  Kung  Fu  man,  Bru| 

Dandrea  calls  the  move  "an 
adventure  for  the  family,"  but  I 
man  says  that  the  contract  he  g| 
Golden  Harvest's  Raymond 
"could  make  him  more  in  the  r| 
years  than  by  the  time  he  retirej 
stayed  with  the  bank."  As  for 
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II 

WE  BUSINESS  ANALYSTS 
iNAiyZE  OUR  BUSINESS. 

-  lorida  bank  holding  company.!! 


Alex  Brown  &  Sons 
January 1979 


Barnettis  the  best  positioned  Florida  bank  holding 
mpanyand  has  the  best  geographical  diversification 
the  state.!! 


The  First  Boston  Corporation 
January  1979 


I  ...Barnett has  the  most  geographically  diverse 
md  extensive  network  of  the  Florida  bank  holding 
ompanies! 


Shearson-Loeb  Rhoades 
March  1979 


The  appeal  of  this  company  extends  beyond  its 
tructure  to  its  excellent  management  and  location  in 
ne  of  the  premier growthstatesinthe  nation! 


BacheHalsey  Stuart  Shields 
Incorporated-May  1979 


|  "The  Company  has  the  most  thorough  market 
metrationo  fany  Florida  bank  holding  company,  with 
tatewide  offices  servicing  markets  accounting  for  88% 
)fthe  states  population.J£ r,M  "   ' 


IF  YOU'RE  INTERESTED  IN  KNOWING  MORE  ABOUT  BARNETT  BANKS  OF  FLORIDA.  FOR  EITHER  YOUR  COMPANY  flp 
I  YOURSELF.  JUST  CONTACT  CHARLES  E.RICE.PRESIDENT.DARNETT  BANKS  OF  FLORIDA.  IHC..190  LAURA  STREET. 
ICKSONVILIE.  FLORIDA  32202.  AND  FIND  OUT  WHY  WE'RE  THE  MOST  TALKED  ABOUT  BANKS  IN  FLORIDA.  Vt 

Barnett  Banks  are  members  of  FDIC 
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itself,  Dandrea  says,  "It's  almost  the 
same  type  of  job  I  had  at  the  bank  except 
that  I  will  be  on  the  side  of  the  film 
company  this  time,  and  the  fact  that  I 
recognize  how  banks  work  will  give  me 
some  advantage." 

Chow  started  Golden  Harvest  in  1970 
after  learning  the  business  with  the 
Shaw  Brothers,  headed  by  Sir  RunRun 
Shaw.  Landing  Dandrea  is  part  of  a  pro- 
gram to  move  his  production,  distribu- 
tion and  theater-owning  outfit  further 
into  U.S.  and  worldwide  operations. 
After  doing  big  business  with  the  Kung 
Fu  flicks  here,  Chow  in  1976  backed  a 
U.S. -made  film  for  the  first  time,  The 
Amsterdam  Kill  starring  Robert  Mitchum. 
It  bombed.  Other  tries  included  a  Viet- 
nam war  film  called  The  Boys  in  Company 
C  That  one  did  somewhat  better  but  was 
less  than  a  blockbuster.  Until  now,  Gold- 
en Harvest  itself  has  generated  most  of 
the  money  it  has  needed  to  finance  its 
pictures.  But  with  Dandrea  in  Hong 
Kong,  Chow  can  look  to  major  outside 
financing  of  bigtime  productions. 

The  former  BofA  man  was  born  in 
Montreal  and  worked  as  an  industrial 
rubber  salesman  until  some  fellow  golfers 
who  were  in  banking  interested  him  in 
the  field.  So  he  got  a  job  with  BofA.  The 
huge  entertainment  portfolio  he  wound 
up  running  included  financing  of  all  of 
the  James  Bond  movies  produced  by 
United  Artists.  He  is  bringing  to  Hong 
Kong  a  reputation  as  the  top  man  in  the 
complex  craft  of  movie  finance,  a  golden 
harvest  indeed  for  Golden  Harvest. 

Dreaming  deals 

Bill  Lambert  comes  to  work  in  corduroys 
and  L.L.  Bean  work  boots.  A  three-piece 
suit  covered  in  plastic  on  a  hanger  bangs 
against  the  door  as  he  shuts  out  the  state- 
ly surroundings  of  the  outer  office.  Grin- 
ning sheepishly  through  his  bushy  beard, 
he  says,  "You  never  know  when  you'll 
have  to  go  see  a  CEO." 

This  unintimidating  32-year-old  fits 
the  image  of  his  title  of  Creative  Direc- 
tor, but  he  does  not  work  at  an  ad  agency 
or  a  magazine.  He  is  a  unique  fixture  on 
Wall  Street  in  his  job  in  the  mergers  and 
acquisitions  group  of  First  Boston  Corp. 
He  creates  ideas  for  mergers,  sometimes 
without  either  a  buyer  or  a  seller.  This  is 
called  "speculation,"  or  "idea  genera- 
tion" in  the  M&A  business,  and  can  be 
fruitful  in  these  merger-manic  times. 
Other  firms  do  it,  of  course,  but  First 
Boston  claims  it  is  the  only  firm  to  have 
a  person  doing  it  full  time. 


Lambert  of  First  Boston 
No  Seven-Ups  this  year. 


Ideas  don't  just  come  from  scanning 
stock  sheets  or  computer  screens.  Lam- 
bert was  shopping  on  New  York's  Fire 
Island  once  and  noticed  Entenmann's 
baked  goods  on  a  grocer's  shelf.  Talking 
to  the  grocer  about  them,  he  found  that 
the  bakery  operation  itself  might  be  for 
sale.  "I  checked  up  on  them  and  tried  to 
find  a  suitable  buyer.  When  none  of  the 
initially  logical  acquirers  were  interest- 
ed, I  thought  of  trying  Warner-Lambert." 
It  ended  in  a  $240  million  deal  for  W-L 
and  a  nice  fee  for  FBC. 

The  Columbia-educated  analyst  ar- 
rived at  FBC  about  15  months  ago, 
brought  in  by  Joseph  Perella  and  high 
school  friend  Bruce  Wasserstein,  manag- 
ing directors  of  the  mergers  and  acquisi- 
tions group.  He  says  this  job  is  more  fun 
than  his  analyst  jobs  at  Eberstadt  and 
Manufacturers  Hanover.  Half  of  his  time 
is  spent  talking  to  and  meeting  with 
company  executives,  "always  feeding 
them  those  ideas."  Perella  is  the  door 
opener,  Lambert  says,-  then  it  is  his  job 
to  keep  an  ongoing  dialog  with  the  com- 
pany. "I  feel  free  to  call  up  anybody  about 
an  idea,"  he  says. 

He  watched  the  flurry  of  mergers  last 
year,  but  the  beginning  of  1979  was  "a 
lull  period"  because  most  companies  do 
their  fiscal  housecleaning  after  the  end  of 
the  year.  It  made  the  completion  times 
for  deals  longer.  The  candidates'  names 
are  not  as  flashy  this  year  either — "No 
Seven-Ups  this  year,"  he  laughs.  His 
pace  has  quickened  lately  with  Paccar's 
bid  for  Harnischfcger,  an  FBC  client.  The 
firm  can't  complain  much,  with  more 
than  $10  million  in  fees  for  26  deals 
involving  a  price-tag  total  of  $2.7  billion. 

But  the  slow  times  are  the  most  frus- 


trating, with  long  hours  still  n 
nothing  much  to  show  for  tr 
is  when  the  title  Creativ 
comes  in  handy,"  he  quips, 
can  go  home  and  think." 


Three  Mile  pill 

The  ill  wind  that  blew  thrdl 
Mile  Island  will  probably  pnxl 
profit  for  Bruce  Johnson's  Che 
Systems  Inc.,  a  $15  millioril 
Wash,  company  which  is  thi| 
the  nuclear  cleanup  industry. 

Johnson,  53,  was  director  o  I 
fairs  at  Boeing  Co.  before  i  [ 
Chem-Nuclear  board  in  1969.|| 
tana-raised  University  of  V| 
graduate  (B.A.  in  economic.! 
M.B.A.)  became  president  of 
clear  in  1971. 

The  company  has  already  \\ 
million  contract  to  design,  bui  [ 
install  a  system  for  cleanup  <| 
tive  water  in  the  TMI  coil 
building,  and  a  smaller  contracl 
taminate  the  interior  of  anil 
building.  Once  that  work  is  doi| 
tors  can  get  far  enough  inside 
just  how  big  a  job  the  rest  of  til 
will  be.  Estimates  for  the  total 
range  up  to  $400  million,  and  t:l 
Nuclear  will  get  a  fat  chunk  o| 
ness,  figures  Johnson. 

One  problem  for  Johnson 
Carolina  Governor  Richard  R| 
on  Three  Mile  Island  waste-dil 
this  state — Chem-Nuclear's  d|| 
Barnwell   County,   S.C.  Thai 
waste,"  says  a  spokesman  for 
nor,   would   be   the  equivall 
month's  normal  dumping  at 
well  site.  Instead  that  wast'l 
hauled  to  a  competitor's  durl 


Chem-Nuclear's  Johnson 

A  living  from  toxic  burials. 


218 


FORBES,  SEPTEMB 


Gould  has  a  ten-year 
earnings  per  share  growth 
of  13%  behind  it,  and  the 
growing  electrical/electronic 
economy  ahead  of  it. 


iemand  for  electricity  has 
ydoubled  inthe  past  ten  years. 
)re  and  more  electronic 
ucts  are  serving  new  needs, 
d  Gould  is  capitalizing  on 
5  growth  opportunities. 

lings  per  share  have 
vn  at  an  average  annual 
of  13%  since  1968. 

e  1974  our  dividends  have 
than  doubled.  This  strong 
th  record  is  a  direct  result  of 
nvestments  in  R&D  and  capital 


improvements.  It's  also  based  on 
our  commitment  to  technology 
and  new  product  development, 
concentrated  in  electrical  and 
electronic  products. 

Over  100  new  products 
introduced  last  year. 

Consistently  high  investment  in 
R&D  and  product  development  has 
helped  make  Gould's  sales  grow. 
Last  year  26%  of  our  sales  came 
from  productsthat  were  introduced 
in  the  past  five  years.  Some  recent 


3r  left:  Gould's  analog  and  digital  recording 
uments  are  highly  regarded  by  researchers. 

er  left:  Our  CritiCart '  medical  products  bring 
lac  output  computers  and  other  critical  care 
uments  right  to  the  bedside, 
t:  Complex  automated  processes  in  the  chemical 
stry  are  automatically  regulated  by  Gould  elec- 
c  control  systems. 


examples  include:  flight  simulators 
forthe  Navy,  mobile  cardiac  output 
computers  and  resuscitators  for 
hospitals,  digital  oscilloscopes 
and  logic  analyzers,  and  automatic 
vehicle  monitoring  systems  for 
fleet  operations. 

Last  year  we  spent  $79  million 
in  R&D,  an  amount  equal  to 
78%  of  our  profits. 

That's  more  money,  relative  to 
profits,  than  any  other  billion-dollar 
electrical  manufacturer  spent.  And 
this  year  we're  planning  to  spend 
even  more.  This  commitment  to 
technology  is  paying  off  in  a 
continuing  flow  of  new  product 
developments. 

$125  million  for  capital 
improvements  in  1979. 

To  meet  increasing  demand  for 
Gould  products  we're  making  a  big 
investment  this  year  in  new  plants 
and  equipment.  Plans  include  11 
new  plants,  six  plant  expansions 
and  five  plant  conversions.  We're 
making  this  investment  now,  to 
keep  earnings  growing. 

For  more  information  about  our 
company  and  its  products,  write 
Gould  Inc.,  Dept.  FG  9  , 10  Gould 
Center,  Rolling  Meadows,  Illinois 
60008,  (312)  640-4000. 


->  GOULD 

An  Electrical  I  Electronics  Company 


Faces 

Behind  The  Figures 


company's  home  state  of  Washington. 

"The  only  problem,"  says  Johnson,  "is 
that  it  is  a  longer  haul.  Other  than  that, 
there's  no  difference.  The  volume  of  the 
waste  is  not  overwhelming." 

The  contaminated  water  will  be  nan 
through  a  demineralization  chamber 
where  all  the  radioactive  material  is  re- 
moved. Johnson  says  a  gallon  of  contami- 
nated water  will  yield  a  gallon  of  clean 
water  and  an  insignificant  amount  of 
contaminated  material.  "I  doubt  you 
could  measure  it  by  volume,"  he  says. 

Most  of  Chem-Nuclear's  business  in- 
volves nuclear  waste  but  Johnson  is 
building  a  nice  little  business  (begun  in 
1976)  in  disposal  of  toxic  chemicals.  In 
ten  years  or  so  Johnson  expects  it  to  be 
bigger  than  nuclear  disposal.  "This  kind 
of  industrial  waste  is  actually  harder  to 
dispose  of  than  low-level  nuclear  waste," 
he  says.  But  it's  very  profitable. 

The  meat  of  it 

There's  something  that's  just  not  kosher 
about  Louis  Rich  Inc.'s  processed  food 
called  turkey  ham.  It  looks,  smells  and 
tastes  like  ham,  all  right.  But  it's  100% 
turkey.  Turkey  thigh  meat,  to  be  exact, 
as  opposed  to  the  real  thing,  which 
comes  from  the  hog's  hind  leg.  And 
that's  the  bone  of  contention. 

For  more  than  a  year,  the  nation's 
meat  and  pork  packers  have  been  oink- 


Norman  Rich  of  Louis  Rich  hie 
A  ham  that's  not  kosher. 


ing  over  the  West  Liberty,  Iowa-based 
turkey  processor's  use  of  the  word 
"ham"  to  identify  a  product  that  con- 
tains no  pork.  But  President  Norman 
Rich  argues  the  need  to  keep  "ham"  on 
the  label  for  the  very  reason  of  product 
identification.  "If  we  called  it  anything 
else  it  wouldn't  describe  the  product," 
insists  the  tall,  affable,  soft-spoken  Rich. 

So  far,  the  "ham"  label  remains.  After 
all,  no  one's  complained  about  the  pro- 
cessed turkey  breakfast  sausages,  hot 
dogs,  bologna,  salami  and,  yes,  pastrami 
that  Rich  has  been  marketing  since  the 
early  1970s. 

The  privately  owned  Rich  Inc.,  with 
annual  sales  of  some  $225  million,  is  the 
nation's  biggest  turkey  processor.  Swift 
and  Armour  sell  more  whole  birds,  but 
no  one  processes  as  many  turkey  parts  in 
as  many  different  ways.  (Whole  turkeys 
are  less  than  2%  of  Rich's  sales.)  The 
firm's  three  plants  in  West  Liberty,  New- 
berry, S.C.  and  Modesto,  Calif,  turn  out  1 
million  pounds  of  turkey  daily,  the  year 
around.  That's  about  9  million  turkeys  a 
year.  Rich  products  are  sold  in  every 
state  and  more  than  50  countries. 

The  company  was  founded  in  1946  by 
Louis  Rich,  a  Russian  immigrant  who 
came  to  Rock  Island,  111.  in  1901  and 
worked  as  a  chicken  and  egg  wholesaler. 
His  sons,  Norman,  53,  and  Martin,  47 
(now  executive  vice  president),  grew  up 
in  the  business  and  by  the  early  1950s 
were  running  things. 

Today,  turkey  production  is  increasing 
about  11%  a  year;  per  capita,  Americans 
gobble  about  9.2  pounds  a  year,  according 
to  Martin  Rich.  With  that  kind  of  pros- 
pect, the  brothers  are  probing  new  mar- 
kets for  their  low-fat,  low-calorie  turkey 
products.  So  someday,  when  you  com- 
plain about  the  high  cost  of  a  fast-food 
hamburger,  don't  be  surprised  if  they 
give  you  the  bird. 

While  thousands  pay 

With  the  bulk  of  the  record  companies 
showing  sharp  earnings  declines  and 
even  losses  in  recent  quarters,  about  the 
only  bright  spots  in  the  $3  billion  pop 
music  industry  these  days  are  in  the  con- 
cert business.  Theaters,  arenas  and  out- 
door stadiums  are  packing  in  screaming 
paying  fans  all  over  the  country,  especial-, 
ly  in  the  bailiwick  of  an  overaged  boy 
promoter  from  West  Orange,  N.J.,  named 
John  Scher. 

In  early  September  concerts  promoted 
by  Scher 's  Monarch  Entertainment  Bu- 
reau, Inc.  are  playing  to  roughly  100,000 
ticket  buyers  in  the  Northeast  for  total 
ticket  sales  of  close  to  $1  million,  maybe 
half  of  which  is  gross  to  Monarch.  For 
the  whole  previous  year  that  ended  June 
30,  Monarch  grossed  some  $4  million 
from  concert  promotion,  production, 
management  of  bands  and  tours,  renting 
of  equipment  to  other  producers  and  re- 


Monarch  Entertainment  liureau's\ 
Building  his  own  rock  pile. 

lated  activities.  Scher  doesn'tl 
net  figures,  but  industry  soural 
that  it  is  possible  for  Monarcll 
earned  $1  million  before  taxes! 
However,  Scher  has  been  puttil 
big  piece  of  his  revenues  into  s\A 
as  production  of  videotaped  rr)| 
grams  in  Monarch's  Capitol  111 
Passaic,  N.J.  "Videodisc  will  stjl 
off  by  Christmas,"  he  prediJ 
there'll  be  an  even  bigger  de)| 
taped  music  programs." 

Scher  got  his  first  taste  of  thd 
in  1967,  when  he  was  still  in  hijl 
By  1969  he  was  able  to  buy  a  half 
in  Monarch.  He  spent  three] 
Long  Island  University  majorii 
litical  science,  but  dropped  out 
of  getting  his  degree  and  bougil 
partner  in  Monarch.  In  1972! 
$160,000  for  the  Capitol  Thea 
ted  it  as  a  concert  hall  and  | 
major  acts  to  play  New  Jer} 
month,  The  Who,  one  of  the  o 
biggest-drawing  acts  in  the  pos 
era,  played  his  theater  for  tw 
after  a  radio-promoted  draw 
brought  in  300,000  written  reo 
tickets  for  the  6,400  seats.  A  w 
er,  another  of  rock's  most 
groups,  The  Grateful  Dead,  wh 
are  managed  by  Monarch,  phr 
nights  in  Madison  Square  Gardel 
out  crowds  totaling  close  to  60,  [ 

Despite  a  dozen  years  in  whl 
tainly  one  of  the  meanest  bul 
Scher  retains  an  almost  chenl 
though  he  talks  like  a  hard-ed 
ness  strategist.  Scher  turned 
spring,  a  milestone  of  sorts,  the 
of  his  youth.  But  growing  olde  " 
compensations.  By  the  middle 
after  a  year  of  promoting  conce 
big  arena  that's  under  constn 
New  Jersey's  Meadowlands  spc 
plex,  Scher  estimates  Monarch'; 
will  pass  $8  million.  His  net?  T| 
man  of  GM  should  have  it  so  gc 
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The  technicalities 
our  $494 million  in  sales. 


plying  worldwide  markets 
|  technology-based  specialty 
trials  isn't  easy.  But  at  Ferro 
bration  it's  what  we  do  best. 

)usiness  is  knowing  the  tech- 
Jities  of  specialty  materials  and 
,to  produce  them.  And  last 
(those  technicalities  brought 

a  record  $494  million. 


itailor  each  specialty  material 
make  to  the  individual  needs 
le  customer.  That  means 
y  specialty  color,  coating 
mical  and  ceramic  we 
duce  is  unique;  all  the  way 
frit,  a  major  ingredient 
ie  porcelain 
met  on  your 
bathtub  or 
refrigerator 
to  the 


Those  materials  wouldn't  be 
effective  without  the  technical 
know-how  of  the  more-than- 
8,000  people  who  work  at  Ferro. 
They  know  that  the  needs  of  our 
customers  are  constantly 
changing.  In  fact,  a  full  third  of  our 
people  spend  their  time  determin- 
ing how  we  can  best  meet  those 
changing  requirements. 


lightweight 
graphite 
hposites  used  in 
bspace  and 
irting  goods. 


Last  year  we  marketed  our 
expertise  to  nations  on  all  six  major 
continents.  And  our  markets  are 
growing.  Expanding  industry  in 
places  like  Latin  America  and  Asia 
assure  us  of  an  increased  demand. 


Ferro  is  growing  both  in  terms  of 
technical  expertise  and  expanding 
markets.  But  we  know  that  we 
couldn't  have  one  without  the 
other.  That's  why  our  business  is 
more  than  just  producing  specialty 
materials.  At  Ferro  we're  helping 
produce  the  technology  of 
tomorrow. 


If  you'd  like  to  know  more  about 
us  and  our  technicalities,  write 
and  ask  for  our  annual  report. 
Ferro  Corporation.  One  Erieview 
Plaza,  Cleveland,  Ohio  44114. 
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2nd         Performance  Profile  The  Crouse-I  lindsCompai 


First  six  months'nei  income  up 56%. 

Crouse-Hinds  Company  net  sales  and  net  income 
durmq  both  the  second  quarter  and  first  six  months 
of  1979  established  new  records. 

Second-quarter  net  sales  of  $93,679,000  were  26% 
greater  than  in  the  same  period  last  year,  and  net 
income  rose  lo  $6, 89!), 000,  up  90% 

For  the  six-month  period  ended  June  30,  sales 
and  not  income  grew  21%  and  56%,  respectively 

I  hese  exceptional  increases  should  be  interpreted 
with  (..ik-,  ('specially  when  comparing  them  with  the 
sti  ike  depressed  results  of  the  same  periods  last  year 

Wforking  capital:  the  energy  for  growth. 

As  the  graph  indicates,  Crouse-Hinds  working  capital 
increased  194%  from  1974  to  1978.  The  company's 
ability  to  achieve  and  maintain  such  a  positive-  work- 
ing capital  position  provides  a  strong  foundation  lor 
even  further  growth  in  the  years  to  come  Simply 
stated,  adequate  woikinq  capital  mean',  ability  foi 
Imam  mq  plant  and  equipment  expenditures  to  mi 
prove  productivity,  maintaining  sufficient  inventories, 
and  much  more  without  Incurring  significant  In- 
debtedness Grouse  Mind:,  continue:,  to  view  the 
future  with  expansion  very  much  on  our  minds— 
and  with  the  "energy"  of  adequate  working  capital 
to  make  it  happen 

Fortune  500. 

In  the  latest  Fortune  Mugn/mo  list  of  the  1,000 
largest  U.S.  industrial  corporations,  Crouse-Hinds 
Linked  ' .1. 'in I  in  19/8  total  sales,  up  from  827th  in 
1973.  However,  the  Company's  ranking  in  "total 
return  to  investors"  for  the  ten-year  period  through 
1978  was  69th.  We  like  this  measure  of  sustained 
performance  better  than  a  measure  of  sheer  size, 
though  our  own  growth  in  sales  is  steadily  moving 
us  towaid  membership  in  the  "500  Club." 

Annual  and  quarterly  report  available. 

For  a  copy  of  the  1979  Second  Quarter  Report  and 
the  1978  Annual  Report,  write  the  Vice  President, 
Corporato  Affairs,  Crouse-Hinds  Company, 

I'O  linx  -1;)0',)  Syi.u  use,  NY  13221 
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SECOND-QUARTER  CONSOLIDATED  RESULTS 

(Siih|(>f.t  to  ten  I  nri  Audit)  Quarter  Ended  Jim | 


Net  Sales 

Operating  Expenses 

Net  Income  Before  Taxes 
Taxes  Based  on  Income 

Net  Income  After  Taxes 


1979 
$93,679,000 
81,277,000 

12,402,000 
5,503,000 

$  6,899,000 


1978 

$74,068, 
67,205, 


6,863 
3,224 

3~639,| 


Earnings  per  Common  Share: 

Primary  $.85 
Fully  Diluted  $.82 


SIX-MONTH  CONSOLIDATED  RESULTS 

(Siiiiiei  l  to  Ycai  I  rui  Audit)  Six  Months  Ended  Juni 


Net  Sales 

Operating  Expenses  

Net  Income  Before  Taxes 
taxes  based  on  Income 

Net  Income  After  Taxes 


1979 
$183,914,000 
160,194,000 

23,720,000 
10,888,000 

$  12,832,000 


1978 
$151 .626.C 
136,119,0 

15.507.C 
7,290,0 

~$  8,217,0 


Earnings  per  Common  Share 
Primary  $1.59 
\  ally  Diluted  $1.52 


$1 


The  Crouse-Hinds  family  of  electrical  products: 

■  Cable  and  conduit  fittings  ■  Plugs  and  receptacles 

■  Enclosures  ■  Industrial  lighting  ■  Outdoor  lighting 

■  Aviation  ground  lighting  ■  Traffic  signals  and  control 
systems  ■  Wiring  devices  ■  Industrial  controls  ■  Specialty 
switches  ■  Secondary  electrical  distribution  assemblies 

■  Safety  switches  ■  Circuit  breakers  ■  Meter  mounts 

■  Electrical  control  devices  ■  Stampings  ■  Castings 

■  Coils  and  transformers 
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The  Economy 
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MONEY  &  INVESTMENTS 


Better  looking 
balance  sheets 


fj(.  FROM  THE  BEGINNING  of  the 

"fcion  to  the  beginning  of  this 
c  [prate  dividends  have  more  than 
fcrhey  were  $23.8  million  going 
973-75  recession  and  they  are 
mal  rate  of  about  $51  billion 
Thus  when  you  compare  the 
:ock  prices  at  the  outset  of  the 
sion  to  the  present  level,  it  is  a 
to  remember  that  while  the 
s  industrials  are  about  where 
then,  the  yield  is  two- thirds  as 
the  price/earnings  ratio  only 
en-tenths  as  high, 
ss  is  that  this  underpinning  of 
is  very  solid  indeed.  American 
mis  went  into  the  1973-75  re- 
n  shaky  financial  condition, 
ess,  dividend  payments  rose 
8  billion  in  1973  to  $28.3  bil- 
75.  This  time  again  we  expect 
ends  will  continue  to  rise — 
at  a  slower  rate  than  in  the 
t. 

e  correct,  it  is  hard  to  envisage 


a  stock  market  collapse  such  as  we  saw 
in  1973  and  1974.  Take  IBM.  It  sold  as 
low  as  38  in  1974  [vs.  about  70  now).  But 
the  annual  dividend  then  was  only  $1.39 
a  share;  now  it  is  at  a  rate  of  $3.44.  If 
IBM  were  to  sink  back  to  its  1974  low,  it 
would  be  yielding  9%.  Does  anyone  real- 
ly expect  this  to  happen?  Or  that  General 
Motors  would  drop  again  below  30, 
where  it  would  yield  more  than  15%  on 
its  regular  dividend  alone? 

What  about  companies  that  don't  have 
IBM's  or  GM's  huge  financial  strength? 
We  don't  mean  exceptions  like  Chrysler 
but  rather  the  run  of  the  American  cor- 
poration. What  kind  of  financial  shape- 
are  they  in  to  withstand  a  fairly  serious 
recession  without  cutting  dividends? 
The  answer:  pretty  darned  good. 

Government  statistics  have  given 
grounds  for  some  confusion  here.  They 
show  short-term  debt  of  U.S.  corpora- 
tions standing  at  $227  billion— nearly 
double  the  end-of-1973  level.  But  there  is 
a  flaw  in  this  comparison.  Banks,  in- 


creasingly squeezed  out  of  the  short-term 
lending  markets  by  commercial  credit, 
have  been  granting  longer-term  loans. 
Adjust  tor  this  and  for  inflation  and  you 
come  to  the  conclusion  that  truly  short- 
term  corporate  debt  is  relatively  much 
lower  today  than  it  was  five  years  ago. 

The  biggest  improvement  now  is  m 
corporate  cash  flow.  Pretax  profits  have 
increased  more  than  twofold  in  the  past 
decade,  from  $68  billion  in  1969  to  $166 
billion  in  1978  and  will  probably  reach 
$182  billion  (and  possibly  $185  billion) 
this  year,  despite  the  recession. 

Inventory  profit  due  solely  to  inflation 
of  the  value  of  raw  materials  and  I  unshed 
products  added  $24  billion  to  last  year's 
cash  flow  and  should  lift  this  year's  cash 
returns  by  at  least  that  much. 

Depreciation,  which  is  a  charge  against 
reported  earnings  but  not  a  cash  outlay, 
will  also  contribute  materially  to  the  cash 
flow  of  most  corporations.  Businessmen 
have  been  able  to  get  the  laster  writeoffs 
now  permitted  by  Congress  and  the  Intu 
nal  Revenue  Service.  Depreciation  and 
investment  tax  credits  arc  currently  at  a 
$110  billion  annual  rate — double  the  $5 1 
billion  of  ten  years  ago.  They  are  almost 
as  large  as  the  profit  account. 

As  the  recession  deepens,  there  will 
certainly  be  some  pressure  on  corporate- 
cash  but  nothing  like  what  we  saw  last 
time.  This  may  well  be  the  most  pre- 
pared-for  recession  in  history.  So  unless 
the  economy  is  in  for  a  real  collapse — 
which  we  don't  see — few  companies  arc 
going  to  be  strapped  for  cash.  Yes,  we 
will  have  a  rough  enough  recession.  No, 
we  can't  see  the  majority  of  U.S.  corpora- 
tions having  trouble  paying  their  debts  or 
continuing  then  dividends.  ■ 


Though  ready  cash  in  corporate  coffers 
has  expanded,  bills  to  be  paid  have 
mounted  even  faster  . . . 


. .  .  Nevertheless,  companies  are  not 
hard  up.  Profits  and  other  sources  cover 
present  dividends  easily. 
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Capital  Markets 


MONEY  &  IN  VESTMEN 


By  later  this  year  interest  rates  should  be 
lower— perhaps  significantly  so  if  the  reces- 
sion is  deep. 

THE  FLOATERS 
THAT  SANK 


By  Ben  Weberman 


Floating  rate 
notes,  issued  by 
banks,  were  faddish- 
ly  popular  because 
they  offered  a  rate  of 
return  that  was  gen- 
erally specified  as  50 
basis  points  (50  one- 
hundredths  of  a  per- 
cent) to  as  much  as 
105  basis  points 
over  the  yield  on  U.S.  Treasury  six- 
month  bills.  The  initial  yields  ranged 
between  10.75%  and  11%  for  most  of 
the  issues.  Money  market  funds  were 
yielding  9%  or  less. 

Market  attention  was  called  to  this 
type  of  security  when  Citicorp  an- 
nounced a  $200  million  offering  that 
drew  so  many  orders  the  principal 
amount  was  increased  in  successive 
steps  to  $500  million.  Citicorp's  suc- 
cess drew  a  flood  of  imitators  and 
innovators.  Later  issues  took  advan- 
tage of  public  demand  to  trim  the 
interest  increment  to  as  little  as  50 
basis  points.  Some  issues  offered  the 
opportunity  to  convert  into  a  non- 
floating  debenture. 

The  premise  was  that  these  securi- 
ties would  protect  principal  because 
the  interest  rate  is  adjusted  to  prevail- 
ing levels  every  six  months.  Even 
though  final  maturity  may  be  long- 
term,  the  securities  were  designed  to 
appeal  to  those  who  wanted  safety  of 
principal  and  high  short-term  return. 

My  advice  last  spring  to  shun  the 
floaters  was  correct  because  their 
promise  of  safety  has  proven  hollow 
and  their  prices  have  dropped  sharply. 
I  was  right,  however,  for  the  wrong 
reason.  At  that  time,  I  believed  that 
interest  rates  were  at  or  close  to  their 
highs  for  this  cycle  and  that  anyone 
buying  these  fixed-income  securities 
would  experience  a  long  series  of 

Ben  Wehermcm  is  economics  editor  of  Forbes 
magazine. 


downward  rate  adjustments.  Instead 
of  dropping  as  I  thought  they  would, 
short-term  rates  have  risen — almost 
100  basis  points  or  1%  from  mid- July 
to  mid-August. 

What  I  failed  to  take  into  account 
was  the  political  collapse  in  Iran  and 
its  effect  upon  the  price  of  oil;  this,  in 
turn,  forced  the  Federal  Reserve  to 
tighten  credit  to  check  inflation. 

So  why  have  the  floating  rate  notes 
dropped  in  price?  Because  their  yield 
is  linked  to  Treasury  bills,  which  have 
not  joined  fully  in  this  yield  rise.  For- 
eign governments  have  been  major 
purchasers  of  Treasury  bills  as  part  of 
currency  support  operations,  so  the 
demand  for  bills  has  held  the  rate  to 
10.30%  for  a  six-month  maturity 
while  domestic  CDs  are  at  11.30% 
and  Eurodollar  CDs  are  11.85%. 

Because  the  notes  follow  the  bill 
pattern,  their  prices  show  the  same 
lag.  Furthermore,  some  investors  are 
fearful  that  when  the  first  six-month 
adjustment  is  arranged  in  October, 
November  or  December,  rates  will 
have  started  their  downtrend.  By  later 
this  year,  interest  rates  should  be  low- 
er tban  today — perhaps  significantly 
so  if  the  recession  is  deep. 

As  a  consequence,  these  notes  that 
were  purchased  for  price  stability  are 
now  selling  at  97%  to  99 — a  sharp 
decline  for  a  fixed  income  issue — es- 
pecially one  that  is  on  the  market 
only  three  or  four  months.  That  would 
put  the  price  retreat  at  a  3%  to  8% 
annual  rate. 

Take  one  typical  issue  to  illustrate 
the  point:  the  Chase  Manhattan 
Corp.  5s  of  2009  which  sold  initially 
at  100  with  a  10.75%  coupon.  They 
are  now  trading  at  97 '/a,  carrying  a 
current  rate  of  return  of  11%. 

Chase  is  not  alone.  Continental  Illi- 
nois 10.60s  of  1987  are  selling  at  98-%, 
to  yield  10.66%,  Manufacturers  Han- 
over Trust  1 1  Vss  of  1987  are  selling  at 
98  Vi  to  yield  11.16%.  First  Interna- 
tional Bankshares  10.65s  of  1987  are 
98%  to  yield  10.73%.  Citicorp  has 
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held  its  value  at  100%  and 
Bank  is  at  100. 

Demand  for  the  bank-issued 
ing  rate  notes  has  virtually  dr 
because  many  investors  are  tun 
money  market  funds.  Currently 
funds  yield  about  10%.  With  re 
ly  short  portfolio  maturities 
should  be  able  to  turn  over  a 
quarter  of  what  is  held  in  th 
month.  Maturing  paper  carries  1 
turns.  The  replacements  will  b 
to  12%  paper.  Thus,  overall  yi 
the  money  market  funds  raai 
climb  from  10%  to  10.25%' 
month  when  the  new,  more  gei  jrt  | 
portfolio  investments  are  av 
with  the  older  paper. 

Like  the  floating  rate  note 
money  market  funds  have  a  yiei 
changes — in  this  case  daily — as 
term  interest  rates  change.  Fo 
reason,  I  recommend  them  to 
who  have  money  for  savings 
want  to  be  in  a  position  to  a 
into  cash  quickly.  I  don't  advis 
chase  of  money  market  fun 
those  seeking  long-term  invest 
In  my  judgment,  the  recession  \ 
severe  enough  to  force  the  Fedei 
serve  to  accept  lower  money  n 
rates.  The  central  bankers  will ; 
these  lower  rates — not  because 
are  easing  credit,  they  will  insi: 
because  they  are  following  the  «£ 
ket.  So,  if  you  have  funds  to  be  i 
ed  longer  term,  I  would  stay 
from  money  market  funds,  from 
ing  rate  notes  and  go  for  the 
issues. 

In  my  column  last  June,  I  d 
mended  Southern  Bell  Telephon 
of  2016,  which  were  trading  at 
count  price  of  87%  to  yield  9 
Today  they  are  at  89  to  yield 
That  is  a  darned  good  rate  of  r 
The  kicker  is  that  these  securiti 
redeemable  after  Apr.  15,  1981 
price  of  106.64.  The  total  return 
debentures  are  called  at  a  prei 
would  be  substantial  for  the  fiv 
period. 

Another  good  place  for  long 
yield-conscious  investors  is  ir 
system   debentures   whose  co 
rates  are  in  the  7%  range.  Such 
sell  at  substantial  discounts  fron 
value  in  the  current  market  anc 
offer  capital  gains  potential  as  w 
a  good  yield.  Or  you  can  buy  ris 
U.S.  Treasury  bonds  due  in 
priced   to  yield  9%.   The  11 
GNMAs,  federally  guaranteed 
gage  pass-through  notes,  have  a  r 
of  about  10%  now  and  are  even 
attractive.  ■ 
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Announcing  an  important 
w  policy  at  Merrill  Lynch. 


We're  offering  more  life 
trance  coverage  than  ever 
>re,  through  a  new  arrange - 
i  it  with  Occidental  Life 
trance  Company  of 
ufomicu 

:  For  several  years,  Merrill 
y  eh  Life  Agency  Inc.*  has 
[red  certain  types  of  life 
Tirance— mostly  annuities 
:  part  of  its  total 
i  <age  of  financial  ser- 
^:s.  (Most  Merrill 
yich  Account 
frcutives  are 
:nsed  insurance 
jnts.) 

Now,  thanks 
» ur  association 
n  Occidental  Life, 
i  ither  with  our  affiliate,  Family 
is,  we  can  offer  substantially  broad- 
*  d  coverage:  Occidental's  whole 
i  ge  of  policies,  from  affordable  term 
i  orance  to  whole  life  insurance  that 
i  Ids  up  cash  value  in  the  early  years. 

Why  the  expansion?  Because  your 


Occidental  Life 

A  Transamerica  Company 


LA 


-<  '  I    .        \  nn:..;?  Drvith«nd>i 
to  End  <rf 28  PoMi  v  Years 
iijf  Uf'roflnsurvd 


total  financial  security  is  our  concern, 
and  we're  out  to  provide  you  with  every 
kind  of  service  you  need  to  get  there. 
That's  one  of  the  things  that  sets  Merrill 
Lynch  apart  from  the  rest. 

*In  Mississippi,  Merrill  Lynch  Life  Agency  Ltd. 
In  Texas,  ML  Life  Agency,  Inc. 


right  1<J7"J  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc 


Merrill  Lynch 

Merrill  Lynch  Life  Agency  ^Inc. 


A  breed  apart. 
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Real  Treasures  from  the  Deep 

Pieces  of  Eight 


Stock  Comment 


Lost  at  Sea  264  Years  Ago 

Yes,  these  are  authentic  treasure  coins  —  the 
legendary  Pieces  of  Eight  They  were  recovered 
from  a  10-ship  Spanish  Treasure  Fleet  which  was 
wrecked  on  July  31 .  1 71 5  by  a  terrible  hurricane  oft 
the  Florida  Coast 

Real  Sunken  Treasure 

Each  solid  silver  com  was  hand  struck  264  years 
ago.  thus  no  two  are  alike  Sea  worn,  yet  each  bears 
a  partial  but  distinct  impression  of  the  Spanish  crest 
on  one  side  and  the  Cross  on  the  reverse 
Now  an  Exquisite  Pendant 

We've  added  a  24"  sterling  silver  chain  to  trans- 
form this  truly  rare  treasure  coin  into  a  most  excep- 
tional gift  for  him,  for  her,  for  you  The  8-Reale 
Piece  of  Eight  (shown  above),  hand-mounted  in  a 
sterling  silver  bezel  frame  $295  postpaid 

The  4-Reale  Piece  of  Eight 

(about  W  diam.)  in  bezel 
frame  with  24"  sterling  chain 
$150  The  1-Fteale  Piece  of 
Eight,  about  W  on  18"  sterl- 
ing chain:  $75 

Each  comes  with  Certifi- 
cate of  Authenticity  and  His- 
tory, and  you  must  be  de- 
lighted or  return  for  prompt 
refund  Sale  of  these  coins 
authorized  by  Florida  State 
Div  of  History  &  Records 

World  Treasure  Society 

5603  School  Street  Montpelier,  Vermont  05602 
TOLL-FREE  phone  orders:  1-800-451-4463 

Master  Charge  VISA  American  Express  charges 
include  card  no  and  expiration  dale  with  order 

Call  or  write  for  our  new  catalog  of 
Real  Treasures  from  the  Past 


1-Reale  com 


SCOTCH  WHISKY 

FREE  APPRAISAL  OF  SCOTCH  WHISKY  HOLDINGS 

If  you  have  Scotch  Whisky  and  would  like  to 
sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive  a 
prompt  written  reply. 

RESALE  ACCRUED  EQUITIES  Inc. 
"Scotch  Whisky  Brokers  since  1960" 
Write  F.O.  Sctoenwald 
295  Northern  Blvd.,  Great  Neck,  N.Y.  11021 

(516)  466-0808 


Even  the  DJI,  has  broken  out  of  the  I 
giving  the  bull  market  confirmation 
technicians  have  been  waiting  for 


DON'T  FIGHT 
THE  BULL! 


By  Heinz  H.  Biel 


I  suppose  it  is  now 
appropriate  to  call 
this  a  bull  market. 
While  the  pesky 
over-the-counter 
stocks  and  those 
listed  on  the  Ameri- 
can Stock  Exchange 
have  been  at  new 
alltime  highs  for 
some  time,  almost 
all  other  broadly  based  stock  indexes 
have  now  reached  their  best  levels 
since  1972-73.  Only  the  widely  publi- 
cized Dow  Jones  industrial  stock  aver- 
age is  a  bit  of  a  laggard,  being  held 
back,  strange  as  it  may  seem,  by  the 
recent  inclusion  of  IBM  and,  of 
course,  by  such  a  nonindustrial  stock 
as  American  Tel  &  Tel.  But  even  the 
DJI  has  broken  out  of  the  rut,  giving 
the  bull  market  confirmation  the 
technicians  have  been  waiting  for. 

If  you  don't  feel  particularly  bullish, 
you  are  not  alone.  What  is  there  to 
celebrate?  The  banks'  prime  lending 
rate  and  the  Fed's  rediscount  rate  are 
at  alltime  peaks;  inflation  is  rampant 
and  the  best  we  can  hope  for  is  that 
inflation  may  slow  down  somewhat, 
if  the  recession  as  well  as  Fed  Chair- 
man Volcker's  get-tough  policy  take 
hold.  Domestic  politics  and  domestic 
policies  are,  to  put  it  mildly,  in  disar- 
ray, and  there  is  nothing  on  the  inter- 
national scene  to  cheer  about. 

So,  why  the  bull  market?  To  begin 
with,  the  stock  market  usually  goes 
its  own  way,  paying  scant  attention 
to  the  news  of  the  day.  More  funda- 


mentally, however,   the  mark 
strong  precisely  because  the  lc 
term  outlook  for  the  dollar  rer 
grim.  Even  with  present  relat 
high  interest  rates  it  is  simpl 
possible  to  earn  an  aftertax  incoc  P 
dollar-denominated  investments 
enough  to  offset  the  buying  powel 
caused  by  inflation.  There  ar 
course,  institutions  whose  obliga 
are  expressed  in  dollars,  such  a  - 
insurance  or  pensions.  As  they 
have  to  care  what  kind  of  dollars; 
pay  out  20  or  30  years  hence,  the 
and  do  buy  bonds;  but  for  the  inc  ends 
ual  investor  it  just  doesn't  make 
sense  at  all. 

Of  course  you  can  "invest"  in 
land  or  city  condominiums,  in  gc 
Swiss  francs,  or  in  a  variety  of  co. 
ibles.  Aside  from  the  fact  that  pu 
$85,000  or  so  into  a  50-year-olc 
gatti  is  not  everybody's  cup  o 
(where  does  one  keep  the  thing 
how  does  one  insure  it?),  moj 
these  alternatives  have  already 
through  a  long  period  of  major  a] 
ciation.  They  have  had,  and  still 
a  bull  market  which  makes  even 
Street's  1929  episode  look  tame 
which  can  be  compared  only  tc 
tulipomania  in  Holland  in  1634. 

Aside  from  the  livelier  perform) 
of  some  secondary  and  highly  spei 
tive  stocks,  the  stock  market 
been  a  sober  affair  in  recent 
completely  devoid  of  any  infla 
psychology.  Just  look  at  the  stati 
on  the  Dow  Jones  industrial  stoc 
erage  in  the  table  shown  here. 

In  the  past  10'/2  years,  during  w 
the  Consumer  Price  Index  rose  al 


The  un inflated  Do  w 

Year-end 
1968 

Midyear 
1979 

/o 

Change 

Price 

$943.75 

$880.00* 

-  6.8"; 

Book  value 

$521.08 

$925.00E 

+  77.5 

Price  %  book  value 

181.1  % 

95.1  % 

-  47.5 

Earnings 

$  57.89 

$128. 20E 

+  121.5 

P/E  ratio 

16.3 

6.9 

-  57.7 

Dividends 

$  31.34 

$  51.54E 

+  64.5 

Yield 

3.3  % 

5.9  % 

+  78.8 

'Approximate  recent  price.  E- 

Estimate  for  12  months 

ended  |une  30,  1979. 
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the  price  of  the  stocks  of 
ica's  30  leading  companies  actu- 
eclined.  Yet  the  book  value  of 
companies,  most  probably  gro- 
ely  understated,  increased  nearly 
earnings  rose  122%  (more  than 
ng  pace  with  the  CPI),  while 
;nds  rose  about  65%.  This  is  a 
r  darn  good  showing,  and  you 
nly  wonder  why  it  is  taking  in- 
rs  so  very  long  to  recognize  val- 
hich  seem  so  obvious. 
:an  be  argued,  of  course,  that 
is  a  recession  coming  and  that  if 
i  bad  one,  profits  may  go  down 
lividends  might  be  cut.  This  is 
:tly  true.  But,  strange  and  illogi- 
I  it  may  seem,  during  the  past  25 
or  so  the  DJI  invariably  scored  a 
ain  in  the  year  in  which  earnings 
led,  viz.  1974-75,  1969-70,  1966- 
m  960-61,  1957-58,  1955-56.  It  has 
imore  or  less  the  same  with  divi- 
i.  Of  course,  there  is  no  guaran- 
at  this  is  an  ironclad  rule,  but  at 
iame  time  it  would  be  wrong  to 
it  for  granted  that  1980  must  be  a 
year,  just  because  earnings  and 
ends  might  decline, 
a  recent  column  (Aug.  6)  I  wrote 
stock  prices  will  go  up,  not  be- 
things  are  so  good,  but  because 
;s  are  so  bad.  This  is  not  a  cheer- 
ay  to  look  at  the  world  and  buy 
:s,  but  this  is  what  has  been  hap- 
lg  lately.  This  time,  it  seems,  the 
utional    investors    caught  on 
er  than  the  general  public.  They 
d  at  their  huge  cash  positions 
while  high  yields  make  it  easier 
patient,  realized  that  staying  on 
idelines  indefinitely  is  hardly  the 
intelligent  way  to  manage  other 
,le's  money.  The  individual  inves- 
\m  the  other  hand,  still  seems  to 
lis  trusting  this  rally — or  whatever 
rant  to  call  it. 

ce  mid-July  the  stock  market 
been  pretty  much  a  one-way 
t — hundreds  of  new  highs  every 
with  nary  a  new  low.  Once  the 
1  up-rush  is  over  and  the  usual 
-taking  has  been  absorbed,  selec- 
will  return.  So  long  as  the  insti- 
ns  continue  to  set  the  tone  and 
mate  the  market,  it  is  probable 
the  big-name,  big-capitalization 
<s,  which  had  been  the  laggards 
-  le  first  half  of  this  year,  will  lead 
parade.  This  is  the  time  for  the 
/idual  investor  simply  to  follow 
eader  and  to  cut  back  on  his  liq- 
eserves.  ■ 


r  H  Bid  is  a  vice  president  of  the  NYSE 
~>f  Janney  Montgomery  Scott. 


In  making  investment 
decisions,  I  want  as  much 
information  as  I  can  get. 
That's  why  I  read  Barron's! 


Tinkham  Veale  Hi 
Vice  President— investments 
Alco  Standard  Corporation 
Cleveland,  Ohio 


"As  the  manager  of  my  firm's  pension 
fund  and  other  investments,  I  have  a 
great  need  for  a  variety  of  economic  and 
investment  information.  So  it's  important 
to  me  to  keep  on  top  of  what's  happening 
to  companies  and  the  market.  Barron's  is 
a  big  help. 

"There  are  a  number  of  articles  I  find 
particularly  useful  in  my  work.  I  like  the 
fresh  inside  perspective  that  Abelson's 
Up  &  Down  Wall  Street  gives  me, 
whether  he's  writing  about  a  specific 
company  —or  events  of  broader 
significance. 

"Investment  News  &  Views— with  its 
in-depth  company  analyses  —does  two 
obs  for  me.  It  gives  me  information  about 


firms  that  are  not  often  covered  else- 
where. And,  when  we  do  have  an  invest- 
ment interest  in  the  reviewed  company, 
Barron's  facts  and  judgments  play  a 
valuable  role  in  our  decision-making 
process!' 

Whether  you're  a  professional  or  an 
individual  investor,  you're  constantly 
faced  with  important  decisions.  And  no 
publication  works  harder  to  help  you 
make  the  right  decisions  than  Barron's. 
With  facts,  figures  and  insights.  We  look 
ahead  —to  help  keep  you  ahead.  That's 
why  over  one  million  people  read 
Barron's  every  week?  Subscribe  today. 

'Source:  TGI.  Spring,  1978. 

Today  is  history.  Tomorrow  is  Barron's. 


BARRON'S,  200  Burnett  Road,  Chicopee,  Mass.  01021 

The  National  Business  and  Financial  Weekly  from  Dow  Jones 

□  Please  enter  my  subscription  to  Barron's  for  3  months  ( 13  issues)  at  $9. 

□  I  prefer  one  year  (52  issues)  at  $36.  □  Payment  enclosed.  □  Bill  me. 

I  understand,  upon  receipt  of  subscription  payment,  I  will  receive  a 
free  copy  of  the  32-page  booklet,  "Understanding  Technical  Forecasting: 
How  to  use  Barron's  Market  Laboratory  Pages'.' 


Name- 


Address- 


L 


City—  

Prices  good  in  U.S.  and  Possessions  only. 


-State. 


.Zip. 


2A360 


ES,  SEPTEMBER  17,  1979 


227 


Choose 


your 


•  Attorney 

•  Accounting  Firm 

•  Investment  Counselor 

•  Pilots 

...  or  any  other  professional. 
Proven  integrity  and  a  selection 
from  the  entire  world-wide 
market  is  assured  you  through . . 

'tests 

inn 

— — ^-^COMRVNY 

1401  Brickell  Ave./ Miami,  FL  33131 
PH  (305)  374-1515  Telex  51-2503 
International  Telex  RCA  264270 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  41  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  October  1,  1979 
to  shareholders  of  record  at  the 
close  of  business  September  10, 
1979. 

R.  E.  FONVILLE 
Secretary 

August  17,  1979 


E/ecf tit  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C. 
228 


Psychology  &  Investing 


What  is  Chicken  Littles  secret?  Only 
mism  sounds  profound.  Optimism  sc 
superficial. 

THINGS  ARE 
RUFF  ALL  OVE1 


10 


laid 


By  Srully  Blotnick 


There  is  a  lot  of 
money  to  be  made 
scaring  people.  And 
if  you  can  scare 
enough  of  them, 
you'll  probably  wind 
up  wealthy. 

Why?  Because  we 
expect  the  person 
who  tells  us  some- 
thing frightening 
also  to  be  able  to  tell  us  what  is  to  be 
done  about  the  threat  he's  discovered. 
(Why  buy  a  burglar  alarm  unless  you 
expect  prowlers?)  We  cling  to  anyone 
who  succeeds  in  arousing  our  fears, 
since  we  want  to  believe  they  know 
how  to  calm  them  as  well. 

The  dreaded  problem  they  de- 
scribe— and  the  solution  we  assume 
they  have — may  be  pure  bunk.  But  if 
someone  tells  us,  for  example,  that 
"the  economic  world  as  we  now 
know  it  is  about  to  collapse,"  we  lis- 
ten. We  want  to  be  a  survivor,  not  a 
victim.  That,  above  all,  is  what  our 
anxieties  are  supposed  to  do  for  us: 
allow  us  to  get  ready. 

Many  of  the  investors  I  study  are 
spending  their  entire  lives  getting 
ready — just  in  case.  They  don't  really 
expect  it  to  happen,  they  say,  but  as 
one  put  it:  "It  can't  hurt  to  be  ready 
for  the  worst." 

Can't  it?  How  much  of  your  time, 
energy  and  money  are  you  going  to 
spend  anxiously  preparing  for  some- 
thing that  probably  isn't  going  to  hap- 
pen, and,  if  it  does,  will  sweep  us  all 
away — the  prepared  and  unprepared 
alike?  Some  people  take  the  words  of 
doom  they  hear  very  seriously  and  go 
to  great  lengths  to  ready  themselves 
for  disaster.  At  that  point,  they  may 
have  no  choice  but  to  start  hoping 
that  the  nightmare  whose  approach 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 
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they  fear  finally  befalls  then 

A  39-year-old  buyer  at  a 
store  has  bought  a  shotgu 
learning  how  to  use  it.  "I'm  a 
there  will  soon  be  packs 
savages  roaming  the  strei 
says.  It  has  occurred  to  hei  = 
the  city  altogether.  "That  w 
lot  safer,"  she  comments! 
"but  there'll  be  no  escaping 
comes."  Once  it  does  she  kn 
to  do:  "I'm  going  to  shoo 
who  gets  near  me." 

It  has  reached  comic  propt 
a  number  of  instances.  A  3 
salesman,  convinced  that  wi 
ed  for  military,  as  well  as  e 
obliteration,  recently  moved 
tralia:  "It's  the  only  safe  p 
said.  He  got  there  just  in  tim 
Skylab's  flaming  fall  nearly 
to  death. 

A  41 -year-old  engineer  ii 
nia,  convinced  that  the  wo 
the  verge  of  economic  chaos 
sold  everything  he  owned, 
his  house,  converted  almoa 
cash  into  precious  metals,  mt 
a  hotel  and  quit  his  job.  Act 
expected  the  collapse  to  ci 
summer  and  is  distressed 
hasn't  yet  arrived  with  a  venj 

He  has  backed  himself  intc 
and  knows  it.  As  he  put 
know,  if  the  world  doesn't  co 
end  soon,  I'm  going  to  be  in 
ble."  For  him  the  collapse  ha 
come,  self-inflicted 

While  most  of  the  investo 
sample  haven't  gone  quite 
they've  gone  further  than  th< 
They,  too,  want  to  be  prepare 
a  serious,  global  financial  cr 


comes,  and  survive.  So  they' 
ed  Chicken  Little  ("The  sky 
The  sky  is  falling!")  to  the  pc 
guru  and  are  listening  very  ca 

But  what  is  the  feverish 
cret?  What  enables  the  ped 
prey  on  our  fears  during  pe  ; 
economic  uncertainty  to  b 
markably  successful?  If  you  ti 
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rnyard  full  of  these  shrill 
»,  you  find  they  are  birds  of  a 
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ower  over  us  rests  upon  a 
iciple,  one  which  is  crucial 
very  utterance:  Only  pessi- 

Bunds  profound.  Optimism 
perficial. 
we're  scared,  gloomy  pro- 

Epits  seem  to  us  to  be  the 
deep  thought.  Cheery  fore- 
the  other  hand,  appear  frivo- 
cken  Little  is  thus  in  a  per- 
ion:  Anyone  who  questions 
ky  is  falling  can  be  labeled 
'  and  dismissed.  The  field  is 
lared  of  doubters  and  rivals, 
ecession  turns  up  at  least 
lsually  dozens  of  these  blus- 
ds.  Last  time  it  was  Harry 
low  To  Profit  from  a  Monetary 
lished  in  1974).  This  time 
1  Howard  Ruff. 

24%   of  the  investors  I 
il  of  1,100— have  read  Ruff's 
v  To  Prosper  During  the  Com- 
'ears.  What  is  astonishing  is 
91%  thought  the  book  a  rip- 
«vhich  in  their  view  sullied 
ation  of  its  publisher,  The 
k  Times  Book  Co.  "It  was 
said  one.  "Garbage,"  said  an- 
iwas  had,"  said  a  third.  Why 
nijljln't   they  say  so   to  their 
Negative  word-of-mouth  pub- 
uld  normally  have  acted  to 
)ook  from  becoming  so  pop- 
Jally  when  people  are  victim- 
'11  angrily  tell  others  about  it 
it  its  spread.  Huge  ad  earn- 
er a  third-rate  movie  haven't 
to  offset  the  effect  of  people 
!  eir  friends  not  to  go. 
:  ;er,  since  Ruff's  book  is  based 
ssc  isimistic  outlook,  it  is  auto- 
assumed  to  be  somewhat 
even  though  its  readers  con- 
rubbish.  As  a  result,  they 
itated  to  condemn  it  in  pub- 
k  it's  trash,"  said  one,  "but 
/ant  to  say  so,  in  case  the 
sconomy  really  does  go  to 
d  people  start  coming  after 
d  vegetables  I've  got  in  my 
loset."  The  silence  has  al- 
e  shoddy  book  to  keep  snar- 
scared.  The  victims,  out  of 
aking  foolish,  keep  silent  and 
friends  be  done  out  of  $8.95 
more  precious  reading  time, 
inflation  is  scary,  the  world 
ved  much  worse  plagues,  and 
ted  to  tell  you  that  this  time, 
odds  are  very  high  that  we'll 
ugh.  But  you'd  only  call  me 
al.  ■ 


If  the  majority 
was  always  right, 
the  majority 
would  be  rich. 


Contrafund  goes  against  the  majority. 
We  seek  growth  from  industry  groups  and  stocks  that  are  currently 
out  of  favor,  but  which  our  management  sees  as  undervalued.  Support- 
ing this  philosophy  is  our  11-year  record  against  the  market  averages. 
The  minimum  initial  investment  is  $500,  and  there  is  no  sales  charge. 
If  you're  in  the  independent-thinking  minority,  call  toll-free  today. 

Call  Free  (800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

mm  22 

™  Fidelity  Contrafund   

82  Devonshire  St.,  Box  832,  Dept.  JB  091779  Name 
Boston,  Mass.  02103 

For  more  complete  information,   —  

...  .  -  ,  Address 

including  management  fees,  and 

expenses,  please  write  or  call  for  a   

prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


City  State  Zip 

Retirement  Plan  Information  KeoghD  IRAD  403BD 

FIDELITY  GROUP  Over  $5  billion  of  assets  under  management. 


One  Grand  opportunity. 


No  sales 
charge 


High  yield  with  just 
$1000  or  more.  (Call  toll-free 
for  current  yield.)* 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity 


Free 
checkwriting. 

Low-cost 
management. 

Good  stability 
through  quality 
bonds. 


*Call  free  1-800-638-5660. 
If  busy,  or  in  Maryland,  call 
301-547-2136  collect. 


Rowe  Price 
New  Income  Rind,  Inc. 

100  East  Pratt  Street,  Baltimore,  Md.  21202 


Name  

Address 

City  


Zip_ 


For  more  complete  information,  including  the  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus.  Read  it  carefully 
|J>eforeyou  invest  or  send  money. 
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Financial  Strategy 


One  must  recognize  that  bond  income 
isn't  the  fruit  of  the  tree  in  an  inflationary 
environment.  It's  the  tree  itself 

THE  TRUSTEES' 
DILEMMA — II 


By  John  Train 


Some  interesting 
mail  has  arrived  in 
response  to  my  July 
mm    9  column  entitled 
>  ^  f^^mt     The  trustees'  Dilem- 
ma, which  discussed 
the    vicious  circle 
trustees    get  into 
^  tH^t^^   when  a  lifetime  m- 
W  fifr  Am  I  come  beneficiary 
WW  m  -JmrnM  needs  more  money 
than  the  trust  can  reasonably  provide. 

Typically,  they  meet  the  situation 
by  selling  the  growth  stocks,  which 
protect  against  inflation,  and  buying 
bonds,  which  don't.  A  trust  invested 
in  bonds,  or  high-income  stocks 
whose  dividends  are  not  going  to  rise 
as  fast  as  inflation,  is  really  distribut- 
ing capital  to  the  income  beneficiary. 
It  seems  to  me  that  the  remainder- 
men then  have  a  very  proper  moral 
complaint — if  not  a  legal  one. 
I've  had  a  further  reflection. 
The  original  "Prudent  Man  Rule" 
set  forth  in  1850  by  Justice  Putnam  in 
Harvard  College  v.  Amory  requires  that 
a  trustee  consider  the  "probable  safety 
of  the  capital."  In  a  period  of  serious 
inflation  this  must  mean  safety  of  the 
capital  in  real  terms.  In  other  words,  to 
deplete  the  capital  in  real  terms  by 
paying  out  all  the  income  of  a  very 
high-income  portfolio  is  not  "pru- 
dent." As  Henry  C.  Wallich,  a  gover- 
nor of  the  Federal  Reserve  System, 
puts  it  (cited  in  a  letter  from  R.H. 
Jeffrey,  president  of  the  Jeffrey  Corp., 
Columbus,  Ohio),  inflation  "allows 
the  life  tenant  to  consume  the  estate 
to  the  detriment  of  the  successor. 
Consuming  capital  can't  be  reconciled 
with  probable  safety  of  capital. 

On  the  other  hand,  one  can't  just 
say  that  bonds  as  such  aren't  prudent. 
Without  a  doubt,  reserves  do  have  an 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


important  place  in  a  conservative 
portfolio.  One  must  simply  recognize 
that  bond  income  isn't  the  fruit  of  the 
tree  in  an  inflationary  environment. 
It's  the  tree  itself. 

We  thus  need  a  redefinition  of  the 
"Prudent  Man  Rule"  to  reflect  the  un- 
happy reality  that  in  1979  it's  hard  for 
most  people  to  preserve  capital,  and 
that  establishes  reasonable  limits  to 
its  systematic  impairment. 

Everybody  has  to  share  in  the  bur- 
den, not  just  the  remaindermen. 

The  first  step  is  to  get  the  problem 
out  in  the  open,  and  face  it  frankly. 
The  second  is  to  establish  some  new 
ground  rules.  Perhaps  the  distinction 
between  trust  income  and  principal  is 
becoming  clouded. 

Do  any  lawyers  among  Forbes' 
readers  have  a  view  of  this  question? 

(Lawyers  will  find  useful,  inciden- 
tally, the  citations  in  an  article  by 
Roger  P.  Jauch  in  the  May  1978  Uni- 
versity of  Pennsylvania  Law  Review  on 
trust  management  in  an  inflationary 
environment,  although  I  disagree 
with  some  of  his  investment  ideas.) 

Here,  in  any  event,  are  some  of  the 
more  thought-provoking  comments 
on  my  July  9  column:  Arthur  E.  Fox, 
an  attorney  of  Coral  Gables,  Fla.,  and 
Beekman  Winthrop  of  Washington, 
D.C.,  among  others,  emphasize  the 
necessity  of  forcing  the  testator  to 
face  up  to  the  issue:  If  there's  a 
crunch,  does  he  want  the  trustees  to 
favor  the  income  beneficiary  (e.g.,  his 
widow)  or  the  later  generation? 

Harrison  Gardner  Jr.,  a  vice  presi- 
dent of  Citibank,  says  that  the  con- 
ventional "two  trust"  will  leaving  all 
the  income  of  an  estate  to  the  widow 
and  all  the  principal  to  the  children 
may  be  a  casualty  of  inflation.  Gard- 
ner suggests  that  the  children  should 
be  added  as  permissible  income  bene- 
ficiaries of  a  nonmarital  trust.  Alter- 
natively, in  a  marital  deduction  trust 
the  widow  should  be  encouraged  to 
consume  both  the  income  and  the 
principal  of  her  part,  which  is  taxable 


on  her  death  anyway,  leaving  tlj 
able  portion  of  the  estate  outri 
the  children. 

Robert  L.  Hanson,  senior  vice 
dent,  Title  Insurance  &  Trust  C 
Angeles,  writes:  "The  woman  ,• 
husband  chose  personal  frier 
trustees.  No  matter  how  astut 
professional  acquaintances  mi 
it  was  next  to  impossible  for  t 
deny  requests  made  by  the  wide 
face  her  at  a  dinner  party  tha 
ning.  The  best  trustee  is  an  ob)i 
corporate  one.  The  corporate  tn 
ficer  is  able  to  say,  'No,'  provii 
beneficiary  with  rational  and  pr; 
justification  for  the  refusal,  am 
hold  firm  when  appropriate 

G.  Locke  Galbraith,  vice  prej  tp q( 
of  the  First  National  Bank  of  " 
loosa,  Ala.,  extends  the  same  po 

"If  a  grantor  gives  the  income 
ficiary  not  only  the  right  to  \ 
come,  but  the  power  to  withdra 
pus  or  principal  and,  thereby,  ta 
pate  the  trust,  the  grantor  obv 
intended  for  the  residual  benefit 
to  be  second-class  recipients 

"If  the  enabling  legal  instruir 
unclear  as  to  which  set  of  recipii 
to  be  favored  .  .  .  the  job  of  the  t: 
is  to  make  a  pragmatic  assessm 
the  needs  of  all  members  of  the 
or  group.  It  is  definitely  arguabl 
...  a  better-trained  and  more 
qualified  human  being  constit 
greater  hedge  against  the  ravai 
inflation  than  the  preservatior 
finite  trust  corpus." 

I  certainly  agree.  It  doesn't 
much  math  to  show  how  valua 
cash  a  first-class  education  can 

Paul  J.  Isaac  of  Eastchester, 
describes  a  will  under  which  a  \ 
should  receive  a  specified  multi 
the  average  weekly  wage  in  mai 
turing,  with  the  trustees  also 
make  additional  payments  in  ex 
dinary  circumstances.  Mr.  Isaa 
lizes  a  useful  expression:  "the  n 
illusion."  It's  hard  not  to  spend  \ 
labeled  "income"  even  if — as 
bond  interest — it's  really  a  taxal 
turn  of  capital. 

Nathan  W.  Oakes  Jr.,  presid 
Oakes  &  Associates  Inc.,  Clev 
comments  that  after  a  period 
justment,  the  trustees  in  my  ex, 
might  have  shifted  the  mainte 
burden  of  the  large  house  to  tht 
generation  by  spending  some 
principal  to  which  they  would  e\ 
ally  be  entitled.  The  children 
after  all,  enjoying  some  use 
property. 

David  G.  Block  Jr.,  secretary 
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Corp.,  New  York  City, 
it  the  inhibiting  effect  on 
)f  our  society's  proneness  to 
As  long  as  a  trustee  pre- 
numerical  dollar  value  of  an 
jardless  of  inflation,  he's  safe 
sent  law. 

t  A.  Gardner  of  Washington, 
ibutes  this  timidity  to  a  loss 
e  and  vision  by  trustees. 
Brown  Jr.,  a  financial  plan- 
ddletown,  Del.,  says  that  in 
is,  he  uses  an  assumed  4% 
ate  as  the  most  an  invest- 
or can  safely  earn  and  still  be 
against  inflation.  Winthrop 
r  of  Lincoln,  Mass.  suggests 
;e  that  that's  the  range. 

P.  Goodrich  of  Northridge, 
lest  E.  Monrad  of  Boston  and 
of  other  correspondents 
:  that  over  the  recent  past, 
th  approach  wouldn't  have 
sfactory  on  a  total-return  ba- 
mrse  not.  But  it  is  precisely 
rowth  stocks  have  been  in 
ims  for  years  that  they  are 
.  now.  Back  when  IBM,  and 
'  (were  sky-high,  I  was  writing 
I  rowth  stocks.  Everything  has 


v  I. 


Bozzelli  of  Media,  Pa., 
.  McCook  of  Newport  Beach, 
ua!  d  others  observe  that  it's  not 
identify  stocks  whose  divi- 
f  11  rise  as  fast  as  inflation. 
)f  course,  cuts  to  the  essence 
latter.  The  task  involves  hard 
professionalism.  It  isn't  im- 
to  select  a  package  of  such 
Vnd  if  they  cease  to  grow,  you 
ge  them.)  I've  been  giving  the 
iest  efforts  for  many  years.  I 
ver,  have  trouble  fixing  a  gas- 
ine  or  a  TV  set,  or  diagnosing 
;or  those  functions  I  go  to  a 
Presumably,  if  a  trustee  has 
:valuating  stocks  and  bonds 
too,  should  call  in  a  special- 
o  beat  the  other  specialists  (a 
assignment),  or  to  engage  in 
timing"  or  similar  specula- 
euvers  (which  were  rightly 
imprudent"  in  the  famous 
v.  Talbot  decision),  but  just 
e  a  realistic  assessment  of 
handise  that's  available  in 
v   lcial  markets.  One  must,  of 
designate   for  one's  estate 
who  have  a  professional  or 
Sessional  knowledge  of  this 
and  are  wise  and  experienced 
n  as  well  as  business  terms, 
ng  m  unqualified  trustee  is 
lg  with  an  inexperienced  pi- 
asking  for  trouble.  ■ 


How  VALUE  LINE  can  help  you  detect . . . 


STOCKS  WITH 

',"  DIVIDENDS 

...  as  well  as  those  with  relatively  "shaky"  dividends 


If  reliable  dividends  are  important  to 
you,  we  suggest  that  you  carefully 
check  every  stock  that  concerns  you 
right  now  against  Value  Line's  specific 
measurements  of  relative  Financial 
Strength  and  Safety.  In  view  of  the 
newly  emerging  uncertainties,  it  might 
be  well  to  do  this  without  delay. 

Value  Line  systematically  covers 
more  than  1700  companies  and  their 
stocks  (which  account  for  about  96% 
of  total  dollar  trading  volume  in  U.S. 
equity  markets).  The  coverage  in- 
cludes ratings  of  each  company's 
Financial  Strength  relative  to  all  the 
other  companies,  as  follows:  A+  +  , 
A+,  A,  B  +  +  ,  B+,  B,  C  +  +  ,  C+,  C. 

The  higher  the  rating,  the  better  is  the 
company's  overall  capability  to 
finance  growth,  find  external  financ- 
ing if  needed,  weather  heavy  financial 
storms  without  serious  difficulty  .  .  . 
and  pay  dividends. 

If  you're  looking  for  relatively  safe 
dividends,  focus  on  the  stocks  of 
companies  rated  B++  OR  HIGHER 
by  Value  Line  for  relative  Financial 
Strength.  Avoid  companies  rated 
C++  OR  LOWER.  Their  dividends 
could  be  relatively  shaky. 

CHECK  SAFETY  TOO 

Value  Line  also  ranks  the  1700  stocks 
under  regular  coverage  for  relative  In- 
vestment Safety,  from  1  (Highest) 
down  to  5  (Lowest).  Note  that  the 
Safety  of  a  stock  may  be  question- 
able—say, for  Instance,  due  to  sharp- 
ly diminished  growth  prospects- 
even  though  the  Financial  Strength  of 
the  company  may  be  superb.  The  two 
factors  are  related  but  not  Identical. 

The  Safety  rank  also  reflects  a  stock's 


price  volatility.  The  more  intense  the 
fluctuations,  the  lower  the  Safety 
rank.  Income-minded  investors  rarely 
feel  at  home  with  roller-coaster 
stocks,  even  If  they  sometimes 
provide  interesting  yields. 

If  you  want  secure  dividends,  con- 
centrate on  stocks  ranked  1 
(Highest)  or  2  (Above  Average)  for 
investment  Safety  by  Value  Line. 
Avoid  stocks  ranked  4  (Below 
Average)  or  5  (Lowest). 

The  combination  of  superior  Financial 
Strength  and  superior  Safety  should 
provide  you  with  far  greater  dividend 
security  and  reliability  than  would  in- 
vestments rated  poorly  by  Value  Line 
on  these  two  criteria.  But  note  that— 
while  this  approach  will  fortify  your 
position— there  can  never  be  any 
Ironclad  guarantees. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductory 9-week  trial  subscription  to 
The  Value  Line  Investment  Survey  for 
only  $29— about  half  the  regular 
price— providing  you  or  any  member 
of  your  family  has  not  had  a  subscrip- 
tion in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you 
will  receive  the  2400-page  Investors 
Reference  Service  (covering  more 
than  1700  stocks)  which  will  be  up- 
dated every  week— and  the  96-page 
booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  In  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  ieading  stock. 

Send  your  check  or  money  order 
along  with  your  name,  address  and 
mail  the  coupon  today. 
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SIGNATURE 


The  Value  Line  Investment  Survey  \' 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 

□  Begin  my  9-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A   famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $315  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$315.  (Does  not  include  the  calculator.) 


NAME  (please  print) 


ADDRESS 


APT.  NO 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  residents 
add  sales  tax  ) 
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Commodities 


The  topic  bos  interest  beyond  the  commod- 
ity markets  as  the  principles  involved  can 
also  be  applied  to  stocks  and  options. 

MONEY 
STRATEGY 


MONEY  &  INVKSTMKN 


By  Stanley  W.  Angrist 


Till  UK  IS  NO  AHI.A  of 

commodity  trading 
thai  traders  pay  less 
attention  to  than 
money  manage- 
ment. Ami  they  do 
so  .it  thi  n  own  peril. 
Traders  most  ly  wor 
ry  about  whether  or 
not  they  should  he 
long  or  short  a  gi ven 
about  how  much  of 


1 1  immocuty,  not 
theil  capital  should  he  at  risk  in  every 
i  rade.  The  lack  ol  interest  m  this  area 

li.is  cost  them  dearly,  and  surely  the 
subject  is  worth  at  least  one  column. 
Furthermore,  the  topic  has  interest 
beyond  the  commodity  markets  as 
the  principles  involved  can  also  he 

applied  to  the  stock  and  option  mar 
ki  ts,  pokei  playing  or  an  afternoon  at 

thi'  track. 

People  trade  commodities  or 
stocks,  play  pokei,  bet  on  horses,  or 

whatever,  foi  different  reasons.  To 

Consider  them  all  IS  beyond  the  snipe 
ol  this  column.  Attitudes  to  waul  pro! 
Us  and  losses,  time  available  to  he 

devoted  to  trading/  tax  consider 

Itions,  i. isle  loi  risk  ami  a  myriad  ot 

othei  factors  all  beai  on  developing 
sensible  money  management  scheme. 
I  lieu-  .nc  ai  least  three  elements  that 
any  money  management  scheme 
must  take  into  account:  1)  The  initial 
capital  of  the  trader;  2)  expectation  of 
i hi-  game  being  played;  and  3)  the 
probability  ol  ruin. 

The  initial  capital  that  a  speculator 
wants  to  put  into  the  market  depends 
on  many  factors.  The  lower  bound  is 
set  by  the  amount  that  the  hroker 
requires  to  open  an  account.  The  up- 
per hound  would  he  set  by  the  trader's 
net  worth.  Clearly,  most  traders 
would  he  well  advised  to  open  a  com- 

Stanley  w.  Angrist  is  a  professor  at  Carnegie- 
Mellon  i  niversity,  and  the  author  <</  Sensible 
Speculating  in  Commodities. 


modity  account  with  a  very  modest 
portion  of  their  net  worth 

The  expectation  of  the  game  being 
played  is  determined  by  whether  the 
game  consists  ol  fair  hets  (those  with 
zero  expectation),  good  bets  (those 
with  a  positive  expectation)  or  bad 
bets  (those  with  a  negative  expecta- 
tion). II  one  elects  to  play  a  game 
consisting  of  fair  bets,  then  one  is 
simply  shuffling  money  back  and 
forth  between  oneself  and  the  broker- 
age house.  And  it's  worse  it  one  ex- 
pects to  play  a  game  with  a  negative 
expectation,  as  one  is  then  involved 
in  simply  passing  money  to  other 
players  of  the  game.  Do  rational  peo- 
ple ever  play  games  that  consist  of  fair 
bets  and  bad  bets?  You  better  believe 
it  Why!'  Because  they  desire  benefits 
other  than  pecuniary  ones  from  the 
game  playing.  Excitement.  The  sheer 
thrill  of  risk-taking.  The  macho  ele- 
ment. Every  gambler  who  plops  his  or 
her  money  down  in  Las  Vegas  or  At- 
lantic City  is  playing  a  game  of  bad 
bets.  II  it  were  not  so,  the  gambling 
houses  would  soon  go  broke. 

1  low  docs  one  determine  the  expec- 
tation of  the  game?  Suppose  you  de- 
velop a  track  record  tor  a  certain  trad- 
ing method  that  says  every  winning 
trade  on  average  produces  a  profit  of 
$1,000;  and  every  losing  trade  pro- 
duces a  loss  on  average  of  $900.  Fur- 
thermore, 55%  ol  all  trades  turn  out  to 
he  profitable.  (A  trading  method  with 
this  won  loss  record  is  said  to  have  a 
10%  advantage  in  tavor  ol  the  trader.) 
One  may  compute  the  expected  value 
ol  this  game  by  multiplying  the  prob- 
ability of  winning  times  the  average 
win,  less  the  product  ol  the  probabil- 
ity ot  losing  times  the  average  loss.  To 
wit:  ($1,000  x  .55)  -  ($900  x  .45)  = 
$145.  The  long-run  expected  value  ol 
this  game  is  $145  per  trial.  That  is,  on 
average,  one  expects  to  net  $145  on 
each  trade. 

Note  that  it  one  reverses  the  prob- 
ability of  winning  and  losing  so  that 
one  expects  to  win  only  45%  of  the 


time,  then  the  expected  value  fo 
trial  becomes  a  negative  $45.  S 
situation  is  a  game  of  bad  bets. 

The  third  point  is  the  probabi 
ruin.  Most  traders  can  handle  si 
without  much  difficulty.  It  is  tn 
of  trading  capital  or  ruin  that  m| 
considered  to  be  an  important  c« 
eration  in  formulating  a  money1 
agement  plan.  If  one  is  playl 
favorable  game,  and  it  is  silly  to 
any  other  type  of  game,  thei 
probability  of  ruin  increases  as 
of  one's  trading  capital  is  utilizi 
each  trade.  Suppose  a  tradei 
$8,000  in  capital  and  he  decic 
risk  $2,000  on  each  trade.  If  his, 
ing  method  yields  45%  unprof 
trades,  then,  of  course,  his  proba 
of  losing  on  his  first  trade  is  0.4j 
his  chance  of  losing  on  all  four 
initial  trades  is  0.45  raised  U 
fourth  power  or  only  0.04 — whiaj 
chance  in  25.  If  he  finds  his  trj 
capital  increased  to  $12,000  aft« 
Inst  lour  trades,  then  lour  lossc 
no  longer  rum  him. 

A  trader  who  believes  he  1 
method  that  lets  him  play  a  j 
with  a  positive  expected  value 
argue  that  risking  one-fourth  c 
capital  on  every  trade  is  not  at 
dicey  proposition  because  the  c\ 
ol  losing  four  times  in  a  row  is 
very  likely  outcome.  That  is  a 
statement  but  it  is  foolish  becauj 
probability  ot  losing  four  times 
row  alter  several  series  of  four  tl 
becomes  quite  high  To  pi 
against  this  type  ol  disaster  al 
need  do  is  divide  one's  capital  inl 
units  instead  ol  lour,  since  the 
ability  of  being  ruined  on  any  ser 
ten  trades  would  be  very  small  in 
It  may  be  shown  mathematically 
the  greater  the  trading  advanta 
the  method  and  the  larger  the  nu 
of  units  of  trading  capital,  the  sn 
the  probability  of  rum. 

In  summary  then  any  money 
agement  plan  based  on  a  favo 
game  in  which  small  units  of  ca 
aie  committed  is  almost  certa: 
yield  an  ultimate  profit.  On  the  i 
hand,  about  the  only  way  to  be 
unfavorable  game  is  to  commit  a 
amount  of  capital  and  play  one 
you  win,  quit.  If  you  lose  you  wi 
out  ot  the  game  anyway.  Most 
modity  traders  want  to  stay  in 
game;  thus  the  latter  strategy  is 
productive.  The  most  glaring  w 
ness  in  most  unsuccessful  conuru 
traders'  strategy  is,  therefore,  ris 
too  much  of  one's  capital  on  any 
trade.  Don't  overtrade'  ■ 
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THE  IDS  DIFFERENCE 


Ideas.  Money  ideas... 
to  meet  both  your  business 
and  personal  financial  needs. 

Nearby  ideas . .  .with 
over  3,000  IDS  representatives 
coast  to  coast,  there  is 
one  close  enough  to  come 
and  help. 

Objective  ideas  . . . 
a  choice  of  more  than  40  IDS 


financial  services  assures  it. 

Proven  ideas . . . 
through  85  years  of  IDS 
financial  experience. 

Ideas.  That's  the  IDS 
advantage.  The  IDS  difference. 

(foil  IDEAS 

\V       J/  TO  HELP  PEOPLE 
V^rOtf     MANAGE  MONEY 


Since  1894 


For  more  about  good  money  ideas,  call  800-447-4700,  or  write  Mr.  John  F.  Kelly, 
Vice  President,  Investors  Diversified  Services,  Inc.,  IDS  Tower,  Suite  26-36FB 
Minneapolis,  MN  55402.  In  Illinois  call  800-322-4400.  In  Alaska  and  Hawaii,  please  write. 


view  from  here  is  not  the  sa 


All  over  the  world,  people  view  the 
world  in  terms  of  their  own  priori- 
ties—a fact  which  would  make  it  dif- 
ficult, at  best,  for  one  magazine  to 
serve  the  needs  of  many  different 
readers  in  many  different  places. 

Yet  one  magazine  does. 

Newsweek,  the  international 
newsmagazine. 

When  an  executive  in  Bangkok 
picks  up  his  copy,  he  counts  on  the 
same  relevance  as  his  British  coun- 
terpart. The  Dutch  industrialist,  the 
Moroccan  engineer,  the  Chilean  ex- 
porter all  share  a  truly  global  percep- 
tion of  events:  The  international 
body  of  news,  politics  and  business, 


What  is  required 
—and  received— 
is  the  international 
body  of  news, 
politics  and  business, 

reported  with 
personal  pertinence 

to  specialized 
international  needs. 


reported  with  personal  | 
to  their  specialized  int 
needs. 

Yet,  each  reader  is  gran 
dividual  due:  the  critical 
in  perspective  provided 
week's  worldwide  netwo 
nalists,  offering  a  base  o 
tion,  insight  and  ideas  wh 
to  individual  needs,  inte 
lifestyles. 

This  is  what  makes  N 
unique  among  internatioi 

This  is  what  attracts  anc 
loyalty  of  an  equally  uniqu 
people:  international  lead 
two  million  strong,  whc 


...  as  the  view  from  here. 


to  our  respect  for  their  in- 
2  and  service  to  their  needs, 
is,  too,  is  what  has  attracted 
more  multinational  adver- 
ur  pages. 

now  that  in  Newsweek 
t  regularly  with  an  attentive 
real  product  prospects- 
men  and  executives  who 
med  power,  position  and 
income. 

now  that  Newsweek  Inter- 
s  coverage  of  these  men  is 
>ncentrated.  They  find  very 
,cl  ;te;  quite  a  lot  of  real  pur- 
power.  In  sum— a  "payoff 
ge." 


And  they  count  on  us  for  a  unique 
and  useful  data  service-the  News- 
week international  Data  Center— to 
meet  their  need  for  reliable  media/ 
marketing  information. 

But  most  of  all,  they  count  on  us 
for  results— effective  coverage  of  a 
responsive  market  on  an  efficient 
basis. 

The  combination  is  unique:  edito- 
rial authority,  advertising  efficiency, 
marketing  service. 

It  can  be  the  difference  between 
day  and  night  in  making  your  mar- 
keting dollars  pay  off. 

And  you  find  it  in  one  interna- 
tional magazine.    Only  Newsweek. 


Newsweek 
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THE 

INTERNATIONAL 
NEWSMAGAZINE 


SALES  OFFICES  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  •  London  ■  Amsterdam  •  Franklurl/Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  •  Svdney  ■  Tokyo 


Market r  I  fends 


MONEY&  INVESTMENT 


Some  of  Wall  Street's  ciphering  is  no  differ- 
ent in  quality  than  buying  Old  Split  Shot 
and  looking  for  the  flooded  mine. 

IS  THAR  GOLD 
IN  THEM  HILLS? 


By  Martin  T.  Sosnoff 


A  CENTURY  AGO  the 

Mormons  cut  a 
swath  through  the 
Great  Plains  in  their 
prairie  schooners 
and  straggled  into 
the  foothills  near 
Salt  Lake  City,  fust 
as  the  Indians  be- 
friended John  Smith 
and  his  crowd, 
showing  them  how  to  plant  maize, 
the  local  tribe  in  Utah  succored  the 
Mormons  and  a  close  friendship  be- 
tween the  religious  leaders  and  the 
chieftains  took  hold.  One  chief,  savvy 
about  the  white  man's  thirst  for  glit- 
tering yellow,  showed  them  the  way 
to  a  modest  gold  outcrop. 

A  compact  between  the  Mormons 
and  the  Indians  was  negotiated  over 
time  and  the  Indians  in  their  appre- 
ciation for  the  white  man's  hardships 
leased  the  mine  to  the  Mormons  for 
one  moon  each  year.  The  stipulations 
were  that  the  Mormon  leaders  could 
send  only  one  man  to  the  mine  site, 
and  that  the  map  denoting  the  loca- 
tion be  held  in  confidence  by  their 
treasurer.  No  copies  could  be  drawn. 

By  the  turn  of  the  century  the  mar- 
ginal productivity  of  the  mine  had 
declined  to  a  level  that  made  the  com- 
pact of  no  more  than  historical  inter- 
est. But  the  Mormon  leaders,  forever 
practical,  transformed  the  historical 
compact  into  a  mining  royalty  corpo- 
ration and  it  still  survives.  Would  you 
believe  that  this  lease-right,  a  mere 
scrap  of  paper,  has  a  present-day  value 
and  that  it  trades  sporadically  on  the 
Salt  Lake  Exchange?  Nobody  in  pres- 
ent time  has  seen  this  mine.  The  map 
line  has  faded  away  like  an  erasure 
and  it  is  rumored  that  the  mine,  Old 
Split   Shot,    remains   flooded  year 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


round,  except  during  August. 

My  friend  Harry,  who  operates  on 
the  Salt  Lake  Exchange,  has  shared 
this  corporate  history  with  me.  And 
with  a  statistician's  seriousness,  he  is 
trying  to  discount  the  present  value  of 
a  faded  map  in  a  flooded  gold  mine 
that  is  inaccessible,  owned  by  the  In- 
dians and  leased  to  a  Mormon  family 
four  weeks  per  annum.  Harry  asks: 
"What  if  gold  goes  to  $600  an  ounce, 
do  I  mark  up  my  inventory  from  5 
cents  a  share  to  a  dime?" 

Harry  trades  in  dreams.  You  can 
buy  a  royalty  lease  company  covering 
half  the  salt  flats  of  Utah  for  $30,000. 
And  when  you  trade  in  penny  stocks, 
the  commissions  can  run  5%  to  10% 
of  the  principal  going  in  and  another 
10%  going  out.  I  have  asked  Harry  for 
a  partnership  in  his  brokerage  house. 

The  Salt  Lake  Exchange  may  be 
construed  as  another  kind  of  keno 
game,  but  is  the  Big  Board  so  differ- 
ent? In  the  early  1970s,  growth  stocks 
capitalized  at  tens  of  billions  sold  at 
50  times  earnings  and  the  analysts  on 
Wall  Street  devised  all  kinds  of  fancy 
formulae,  like  extrapolating  dividends 
five  to  ten  years  out  to  justify  present- 
day  prices.  I  submit  that  such  deli- 
cious ciphering  is  no  different  in  qual- 
ity than  buying  Old  Split  Shot  and 
looking  for  the  flooded  antiquity  in 
the  mountains.  You  have  an  equal 
chance  at  coming  out  whole. 

It  is  time  to  play  the  stodgy  stuff 
where  one  finds  fairly  generous  yields, 
discounts  from  book  and  problematic 
histories.  My  new  batch  of  ragamuf- 
fins is  generally  neglected  by  the  ana- 
lytical constituency.  Nine  out  of  ten 
find  these  issues  dull  and  problem- 
ridden  except  perhaps  for  the  cement 
stocks,  which  are  just  dull  and 
thought  likely  to  succumb  to  either 
the  housing  cycle  in  1980  or  capacity 
equilibrium  or  surplus  by  1981.  Who 
knows?  The  cement  industry  looks  as 
if  it  is  going  the  way  of  the  savings 
and  loans — buyouts  at  replacement 
value,  which  is  at  least  50%  above 


present  market  prices.  Calif 
Portland  Cement  and  Ideal  are 
cost  operators  in  growth  areas.  M 
Marietta  recently  made  a  pass  at 
fornia  Portland  and  was  turned  d 

As  for  the  coal  industry,  Pittsl 
the  last  major  independent  proj 
and  it  has  disappointed  followei 
20  years.  Incremental  capacity  \ 
comes  in  on  time.  The  deep  u| 
ground  mines  create  problems  irj 
ductivity,  and  presently  there  is  i 
plus  in  metallurgical-grade  coal,, 
ston's  major  product.  But  then 
reserves  bought  20  years  ago 
steam  coal  was  $3  a  ton.  (It's  now 
$25.)  Someday,  someone  will  b| 
ticed  by  the  reserves.  By  1981 
worldwide  steel  business  could 
up  and  Pittston's  earnings  rec^ 
just  might  happen. 

Although  the  onset  of  rece 
may  seem  like  jumping  the  gui 
recommending  commodity  chern 
like  Monsanto  and  Union  CaD 
they  are  cheaply  priced  yield  stoo 
discounts  to  book.  Their  maj 
ments  feel  this  heavily  and  ai; 
please  the  institutional  constitui 
There  will  be  dividend  incrd 
Coming  out  of  this  cycle  these  si 
could  be  bought  by  the  tired  1 
pros  on  a  valuation  case  thesis. 

There  are  scores  of  billion  c 
money  pools  which  have  sold  d 
past  the  sleeping  level.  Their  m; 
ers  are  now  losing  some  sleep 
their  underdressed  condition.  Ha 
you  get  back  in  except  by  buying 
everyone  else  has  neglected?  Ma) 
the  big  mooses  are  under  50%  in 
ed  in  equities  today.  They  spen 
last  five  years  getting  down  then 
will  probably  spend  the  next  few 
oozing  back  in.  It  will  take  al, 
multibillion-dollar  pools  at 
through  1980  to  get  back  to  60% 

When  the  factories  are  padlc 
and  unemployment  is  10%  in 
midwestern  heartland,  even  the 
eral  Reserve  Board  may  relent 
loosen  up  the  money  supply.  Thai 
be  the  signal  for  everyone  to  raw 
from  60%  in  equities  to  70%. 
cycles  in  the  stock  market  are  cr« 
by  the  misconceptions  on  the  ps 
the  professional  investor  as  to  hi 
propriate  risk  level.  Back  on 
Year's  Day  1969  my  German-ao 
ed  skiing  instructor,  14,000  feet  i 
Aspen  Mountain,  asked  me  whs 
should  do  with  his  Solitron  Devi 
threw  him  a  quizzical  gl; 
schussed  down  and  sold  out  c 
tiling  the  next  day.  Maybe  I  m 
the  top  by  three  weeks.  ■ 
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Keene  earnings 
have  already  grown 
by  over  33%. 


72  -1st  L(f  79  IPS- 


~4l29  -  1stluJp78  IPS 


And  we  still  have 
a  half  year  to  go. 


e  earnings  per  share  grow  and  grow.  For 
nd  Quarter  of  79,  they  were  up  to  95* 
34%  higher  than  the  same  quarter  last 
I  It's  the  fifteenth  time  in  a  row  that  earnings 
J  surpassed  the  previous  record  for  the 
^spending  quarter.  And  when  you  com- 
the  1st  and  2nd  Quarters,  EPS  come  to 
1  compared  to  $1.29  last  year.  That's  a 
1%  increase,  l/3rd  on  the  nose.  First-half 
and  net  income  also  reached  new  record 
s.  Sales  hit  $98  million  —  up  24%  from 
lhalf  78.  And  net  income  rose  to  $5.4  mil- 
-  a  26%  increase. 


One  big  reason  for  Keene's  rising  earnings  is 
increased  productivity.  In  1974,  dollar  sales 
per  employee  were  $49,400.  By  78,  the  figure 
was  up  55%  to  $76,800.  For  the  first  half  of 
1979,  it's  reached  $87,000.  And  over  the  last 
10  years,  it's  climbed  no  less  than  169%.  To  find 
out  the  many  other  ways  we're  making  our 
concentration  on  bearings,  lighting,  filtration 
and  laminates  steadily  more  profitable,  write 
for  our  annual  and  quarterly  reports. 


KEENE 

CORPORATION 

200  Park  Ave.,  N.Y.,  N.Y.  10017 
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In  a  class  by  itself. 


If  you  told  a  colleague  that  you  were  looking  for 
an  audience  whose  average  household  income  is 
$54,000,  in  which  93%  of  household  heads  have 
been  to  college,  and  100%  qualify  as  profes- 
sional/managerial, your  colleague  might  accuse  you  of 
reaching  for  the  moon. 

Simply  admit  that  you  are,  and  add  that  you  have 
exactly  the  right  vehicle  for  the  trip.  TIME  A+.  Its  only 
similarity  to  any  other  magazine  may  lie  in  its  circula- 
tion (600,000)  or  its  black-and-white  page  rate 
($10,895).  Otherwise  it's  in  a  class  by  itself:  nowhere 
else  can  you  find  comparable  circulation  with  com- 
parable subscriber  demographics. 

Many  advertisers  will  find  in  TIMEA+  a  splendid 
vehicle  to  reach  decision-makers  in  business  (over 


60%  of  its  subscribers  happen  to  be  in  top  manac 
ment).  Others  will  find  it  a  most  effective  consum 
medium. 

Whatever  your  market,  you'll  find  that  CPMs  f 
TIME  A  +  compare  most  favorably  with  under 
million-circulation  magazines  you  might  now  be  usinc 

Call  your  TIME  representative  to  get  all  the  fac 
about  TIME  A+. 


Circulation:  600,000 

Average  HH  Income:  S54.00C 

B&W  Page  Rate:  $10,895 

Attended  College:  93% 

4-Color  Page  Rate:      $  16,995 

Professional/Managerial:  100^ 

©1979  Time  Inc.  All  rights  resery 

There's  a  right  TIME  for  every  advertiser. 
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Thoughts 

on  the  Business  of  Life 


The  worst  solitude  is  to  be 
destitute  of  sincere  friendship. 
Francis  Bacon 


Loving  can  cost  a  lot,  but 
not  loving  always  costs 
more,  and  those  who  fear  to 
love  often  find  that  want 
of  love  is  an  emptiness 
that  robs  the  joy  from  life. 
Merle  Shain 


A  friend  is  a  present 
you  give  yourself. 
Robert  Louis  Stevenson 


We  are  made  for  one  another, 
and  each  is  to  be  a 
supply  to  his  neighbor. 
Benjamin  Whichcote 


A  Text . . . 

A  man  that  hath 
friends  must  shew 
himself  friendly. 
Proverbs  18:24 


Sent  in  by  Louise  Doty,  Frederick,  Md. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


He  who  knows  others  is 
clever,  but  he  who  knows 
himself  is  enlightened. 

Lao-tzu 


The  stranger  in  the  land  who 
looks  into  ten  thousand  faces 
for  some  answering  look  and 
never  finds  it,  is  in  cheering 
society  as  compared  with  him 
who  passes  ten  averted  faces 
daily,  that  were  once  the 
countenances  of  friends. 
Charles  Dickens 


Good  people  are  good 
because  they've  come  to 
wisdom  through  failure. 
William  Saroyan 


Anybody  who  tries  to  be 
something  to  everybody 
is  nobody  to  anybody. 

If  you  don't  matter  to  you, 
it's  hard  to  matter  to  others. 
Malcolm  Forres 


The  delicate  balance 
between  modesty  and 
conceit  is  popularity. 
Rorert  Half 


When  everyone  is  somebody 
then  no  one's  anybody. 
William  Gilrert 


Resolve  to  be  thyself;  and 
know  that  he  who  finds 
himself  loses  his  misery. 
Matthew  Arnold 


Doing  things  just  for  our 
own  good  seldom  does  us  any. 
Arnold  Glasow 


It  is  your  interest  that 
is  at  stake  when  your 
neighbor's  wall  is  ablaze. 
Horace 


If  a  dog  will  not  come  to  you 
after  he  has  looked  you  in  the 
face,  you  ought  to  go  home  and 
examine  your  conscience. 
Woodrow  Wilson 


'The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  55.95.  Send  check  and  order  to 
Forbes  Inc..  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


The  egoist  does  not 
tolerate  egoism. 
Joseph  Roux 


I  am  ready  to  meet  my  Mai 
Whether  my  Maker  is  prep* 
for  the  great  ordeal  of 
meeting  me  is  another  mat 
Winston  Churchill 


Modesty  adds  to  the 
stature  of  every  hero. 
William  Feather 


However  much  we  guard  ou 
against  it,  we  tend  to  shape 
ourselves  in  the  image  othe 
have  of  us.  It  is  not  so  mucl 
the  example  of  others  we  ir 
as  the  reflection  of  ourselve 
in  their  eyes  and  the  echo  o 
ourselves  in  their  words. 
Eric  Hoffer 


Lord,  help  me  to  see 
myself  as  Thou  seest  me. 
Herreu  Prayer 


The  eyes  of  other  people 
are  the  eyes  that  ruin  us. 
If  all  but  myself  were 
blind,  I  should  want 
neither  fine  clothes,  fine 
houses,  nor  furniture. 
Benjamin  Franklin 


Consider  how  many  do  not 
know  your  name,  and  how  r 
will  soon  forget  it,  and  how 
those  who  now  praise  you  w 
presently  blame  you. 
M\rc:us  Aurelius 


Three  passions,  simple 
but  overwhelmingly  strong, 
have  governed  my  life: 
the  longing  for  love,  the 
search  for  knowledge, 
and  unbearable  pity  for 
the  suffering  of  mankind. 
Bertr\nd  Russell 


He  that  pities  another 
remembers  himself. 
George  Herrert 
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The  power  of  technology 
is  the  power  to  create. 

Creating  the  rocket  engines 
Ijg,      that  reach  for  the  stars 

is  one  way 
fcfc     we're  using  ours. 


c 


^1 


0  rocket  engines 

1  propellant  boosters 
ower  Voyager  to 

nd  beyond.  '  ' 


UNITED 
TECHNOLOGIES 
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Pratt  &  Whitney  Aircraft  Group 
Carrier  Corporation  •  Otis  Group 
Essex  Group*  Hamilton  Standard 
Sikorsky  Aircraft*  Power  Systems 
Chemical  Systems*  Norden  Systems 
United  Technologies  Research  Center 
United  Technologies  Corporation, 
Hartford,  Conn.  06101. 


I  J  There  may  still  be  places  on  ea 

where  Grand  Marnier  isnl  offered  after  dimi  j 

For  free  recipe  booklet,  wnte  CariHon  Importers,  ltd.,  74f J=ifth  Avenue,  New  York.  New  York  10022.  Product  of  France.  Made  with  fine  cognpc  brpndyj  J 
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At  C-E#  we  help  the  lights  90  on 
all  over  the  world. 


We  help  provide  electricity. 
For  homes,  cities,  industry, 
transportation,  growth.  In  77 
countries,  on  six  continents. 

At  Combustion  Engineer-' 
ing,  we  build  steam  supply 
systems  that  electric  utilities 
use  to  generate  power.  These 
include  nuclear  systems  as  well 
as  those  fueled  by  oil,  gas 
or  coal. 

Significantly,  since  1950, 
more  than  645  coal-fired 
boilers  of  C-E  design  have  been 
purchased  around  the  world— 


representing  a  total  capacity  of 
185  million  kilowatts. 

In  fact,  steam  generators 
of  C-E  design  produce  about 
40%  of  the  thermal  electric 
power  in  those  areas  of  the 
world  where  statistics  are 
available. 

We  help  the  lights  stay  on. 

C-E  Power  Systems  specialists 
are  at  work  around  the  world 
engineering,  building  and 
maintaining  power  plants  for 
utilities  and  industry.  And  C-E 
also  helps  convert  power 
plants  so  they  can  burn  much 
more  abundant  fuels,  such  as 
coal  or  solid  waste. 


Our  business  is  energy. 

For  65  years,  we've  been 
supplying  equipment,  tech- 
nology and  research  to  help 
produce  energy,  conserve  it, 
squeeze  more  use  out  of  it,  even 
convert  it  to  new  forms. 

For  more  information 
about  our  worldwide  activities, 
write  Combustion  Engineering, 
Inc.,  Dept.  7008-34,  901  Long 
Ridge  Road,  Stamford, 
Connecticut  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


Fly  Swiss  Gass 
and  enjoy  fewer  seats. 


When  you  fly  Swissair,  you'll 
really  appreciate  the  difference 
Swiss  Class  service  can  make. 

You'll  be  more  comfortable 
the  minute  you  step  on  board. 
Our  widebody  jets  have  one 
less  seat  per  row  in  economy 
than  most  other  airlines  so 
there's  more  room  to  move 
around,  stretch  out,  relax. 

The  fact  is  — because  we 
have  one  less  seat  per  row  — 
there  are  fewer  passengers,  so 
you  get  better  service  from  our 
Swiss-efficient  cabin  crew. 
You'll  experience  the  kind  of 


attention  to  detail  and  comfort 
equal  to  the  finest  Swiss  hotel. 
That's  Swiss  Class. 

There's  a  lot  more  to  Swiss 
Class  than  more  room  and 
more  service.  There  are  impor- 
tant features,  such  as  quick  and 
courteous  check-ins  and  on- 
time  departures,  and  there  are 
little  extras,  such  as  sleep  shades 
to  keep  out  the  light. 

You'll  dine  off  china  dinner- 
ware— in  both  first-class  and 
economy  — that's  so  handsomely 
designed  that  many  passengers 
buy  a  complete  set  for  them- 


selves. We  even  provide  elegant 
airmail  stationery  and  full- 
color  picture  post  cards.  That's 
Swiss  Class. 

Wherever  you  fly,  you 
deserve  to  fly  there  Swiss  Class. 

For  Swissair  reservations 
from  New  York,  Boston,  Chi- 
cago, Montreal  or  Toronto,  with 
connections  to  93  cities  in  63 
countries  on  5  continents,  call 
your  travel  expert  or  Swissair. 
We  fly  the  world  Swiss  Class. 

Swissair/? 
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How  to  make 
an  intelligent  choice 
between  the 
world's  smartest  cameras. 


The  Genius. 


The  Prodigy 


\ctually,  Polaroid's  SX-70  Sonar 
1  Pronto  Sonar  Land  cameras  are 
:h  brilliant  choices, 
'ress  a  button.  Both  focus  themselves 
:h  sound  waves,  set  the  exposure, 
ranee  the  film  and  hand  you  a  de- 
oping  picture.  Automatically. 
k>th  are  motor  driven  and  let  you 
iot  as  fast  as  every  IV2  seconds. 


And  both  give  you  perfectly  focused 
instant  pictures  every  time. 

The  difference  is  that  the  SX-70 
Sonar  (on  the  left)  has  some  impor- 
tant features  our  other  brainchild 
doesn't.  Like  single-lens  reflex  view- 
ing. A  4-element  glass  lens.  And  a 
compact  folding  body. 

What's  more,  it  lets  you  shoot 


from  as  close  as  10.4  inches  to  infinity 
—  without  changing  lenses.  Our 
Pronto  Sonar  only  lets  you  come  in 
as  close  as  3  feet.  But  then  it  costs 
less  than  half  as  much. 

All  of  which  leaves  you  with  a 
tough  choice.  But  don't  worry.  With 
two  cameras  this  smart,  you  can't  help 
but  make  a  wise  decision. 

©1979  Polaroid  Corporation  "SX-70,""Pronto"and'Tolaroid"® 


POLAROID'S  SX-70  SONAR&PRONTO  SONAR 
The  world's  smartest  cameras. 


ENERGY 
CONTROL 


HowHoneywells  BOSS  service  helps 
i  idelity  Plaza  save  energy— enough  to  run 
I     one-fourth  of  their  building tree. 


You  don't  have  to  own  a  huge 
iijiilding  to  benefit  from  a 
p  oneywell  energy  management 
ijfstem.  In  fact,  you  don't  even 
tave  to  own  the  system. 
,  Using  BOSS,  Honeywell's 
liroven  time-shared  energy 
|;ianagement  service,  the  Fidelity 
ijlaza  Building  in  Oklahoma  City 
Hives  over  25%  on  yearly 
t^ergy  costs. 

||  Just  a  few  weeks  of  energy 
ivings  pay  for  a  full  year  of 
fcrvice. 

How  BOSS  can  work 
for  you. 

I  Using  an  advanced  automation 
system,  a  skilled  Honeywell 
energy  manager  runs  your 
seating,  cooling,  lighting — the 

)tal  environmental  system  of 

our  building.  He  does  it  by 
Demote  control  from  our  building, 

BOSS  command  center  nearby. 
Every  day,  around  the  clock, 

;OSS  monitors  energy  usage, 
pecks  temperatures,  starts  and 
icops  equipment.  All  according 

)  a  plan  designed  to  fit  your 


specific  needs.  BOSS  also  reports 
any  equipment  problems  quickly 
for  corrective  action. 

Count  up  your 
energy  savings. 

In  most  buildings  tied  into 
the  BOSS  service,  savings  of 
20  to  30%  are  common  while  a 
reasonable  level  of  occupant 
comfort  is  maintained.  (Fidelity 
Plaza's  first-year  savings  of  over 
25%  are  quite  typical.) 

One  big  savings  area  in  many 
buildings  is  peak  demand  limit- 
ing. By  automatically  shutting 
down  low-priority  equipment 
during  peak  use  hours, 
BOSS  shaves  hundreds  of 
dollars  worth  of  unnecessary 
demand  charges  off  a  building's 
energy  bill.  BOSS  offers  more: 
manpower,  equipment,  and 
administration  costs  become  more 
tightly  controlled,  offering 
reductions  over  and  above 
energy  savings. 

You  simply  get  closer,  more 
cost-effective  control  of  your 
building's  operation.  BOSS  gives 
building  owners  this  major 
benefit  in  hundreds  of  installa- 
tions in  every  major  U.S.  city. 

Low  cost,  fast  payback. 

Because  you  share  this 
Honeywell  control  system  with 
other  buildings  in  the  area, 


the  cost  of  BOSS  service  is 
remarkably  low.  Like  computer 
time-sharing,  it  requires  no 
major  capital  investment.  After 
moderate  start-up  expenses,  you 
pay  only  one  monthly  service  fee. 
The  rest  of  the  money  you  save 
on  energy  goes  straight  to 
your  bottom  line. 

Get  the  facts-at  no 
obligation. 

Whether  you  use  BOSS— 
as  Fidelity  Plaza  did — or  buy 
your  own  Honeywell  energy 
management  system  depends  on 
your  building's  requirements.  Let 
us  help  you  decide.  Write  now  to: 
Mr.  J.  H.  Jester,  Vice  President, 
Sales  and  Marketing,  Honeywell 
Building  Services  Division, 
Dept.  10D14,  Honeywell  Plaza, 
Minneapolis,  MN  55408. 

From  the  most  complex  com- 
puter systems  to  the  simplest 
controls,  providing  better  ways 
to  help  you  control  your  business 
has  always  been  our  business 
at  Honeywell. 


Honeywell 
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He  died  at 
the  wrong  time" 

Forbes' '  Lawrence  Minard  interviewed 
Friedrich  Hayek  recently  at  Hayek's  re- 
tirement home  in  Freiburg,  Germany,  a 
pretty  little  university  town  an  hour's 
train  ride  from  Basle.  Although  we  pre- 
sent the  Austrian  economist  as  a  kind  of 
anti-Keynes,  the  fact  is  he  and  the  Brit- 
ish economist  were  friends.  Keynes 
would  have  been  horrified,  Hayek  said, 
by  many  of  the  inflationary  things  done 
today  in  his  name.  "The  last  time  I  saw 
Keynes,"  Hayek  said  to  Minard,  "he  told 
me  some  of  his  leading  disciples  were 
fools.  Six  weeks  later  he  was  dead.  I  am 
sure  that  if  Keynes  had  lived  he  would 
have  been  a  leading  fighter  against  infla- 
tion. He  died  at  the  wrong  time." 

The  same  thing,  fortunately,  cannot  be 
said  about  Hayek.  He  is  living  to  see  his 
own  vindication.  With  government-in- 
terventionist economics  in  increasing 
disrepute,  Hayek's  free-market  econom- 
ics is  respectable  again.  The  three-hour- 
interview  with  Hayek  left  Minard,  who 
is  our  European  bureau  manager,  deeply 
impressed.  "As  I  left  Hayek's  house," 
Minard  says,  "I  realized  that  here  was  a 

No  barriers 

Sitting  in  the  dining  room  of  a  large 
Japanese  corporation  one  night  recently, 
Kathleen  Wiegner  of  Forbes'  West  Coast 
Bureau  noticed  that  she  was  the  only 
woman  eating  there.  That  is  not  an  unfa- 
miliar experience  in  Japan,  where  busi- 
ness is  the  business  of  men,  so  much  so 
that  wives  are  almost  never  present  at 
dinners  where  business  is  discussed.  She 
mentioned,  at  least  half  in  jest,  to  her 
host  that  she  felt  a  little  out  of  place. 
"Don't  worry,"  he  told  her  in  dead  ear- 
nest, "everyone  here  likes  Americans." 
The  question  asked  of  her  several  times 
by  American  journalists  stationed  in  To- 

Deja  vu 

In  Calgary  last  month  to  report  on  how 
Alberta  is  coping  with  its  long-playing 
energy  boom,  Associate  Editor  Paul  Gib- 
son recalled  a  similar  boom  in  nearby 
British  Columbia.  In  late  1975  supermar- 
ket cashiers  in  Vancouver  were  striking 
for  SI 6, 536  in  wages,  inflation  was  ram- 
pant and  the  provincial  government  was 
spending  lavishly  to  pursue  its  avowedly 
socialistic  programs.  B.C.'s  boom,  as 
Forbes  predicted  (Dec.  1,  1975)  soon 
spluttered  and  the  socialists  were  booted 
from  office.  In  downtown  Calgary  these 
days  on  almost  every  street  corner  stands 
a  crane  erecting  a  new  office  block.  A 


Forbes  Laurence  Minard 

theory  that  challenged  the  conver 
thinkers  both  on  the  left  and  c 
right."  For  why  Minard  thinks  so  i 
Hayek's  own  views  see  the  covei 
starting  on  page  45. 


kyo,  as  to  whether  she  felt  under 
ous  handicap  as  a  woman  rej 
seemed  to  be  answered  at  that  mc 
In  Japan,  she  was  a  foreigner  fir: 
foremost,  Wiegner  reported,  and 
thing  else  came  second. 

Only  once  in  Japan  was  Wiegner 
how  come,  in  effect,  a  nice  girl  lml 
was  writing  about  automobile: 
banks  rather  than  flower  arrange 
and  tea  ceremonies.  It  served  oi 
remind  her  that  she  has  been  aske 
question  a  lot  more  often  right  h 
the  U.S.  Once  her  interviews  startt 
questions  were  answered  seriously, 
out  the  slightest  hint  of  condescen 


four-bedroom  suburban  house  typ 
fetches  S95,000,  vs.  S70,000  or  so  i| 
ver.  Alberta  is  awash  with  petrod 
newspapers  are  filled  with  want  i 
three  years  its  economy  has  grown 
average  15%  annually.  But  hype 
tion?  A  surfeit  of  public  spending? 
ers  clamoring  for  impossible  pay  i 
Few  signs  of  that  here. 

This  year  Alberta's  growth  will 
somewhat,  probably  to  around  5%  : 
terms,  but  as  Gibson's  report  (see 
indicates,  Alberta's  well-managed  e 
my  and  its  growing  wealth  will 
important  political  and  economic  r; 
cations  for  the  rest  of  Canada. 
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The  hands,  Lamar  Hunt.  The  watch,  Rolex. 


•f 

ROLEX 

The  Rolex  crown. 
For  the  innovators 
of  our  time. 

Lamar  Hunt. 

Founder  of  the  American 
Football  League. 
Co-founder  of  World 
Championship  Tennis. 
Member  of  the  Pro 
Football  Hall  Of  Fame. 
A  dynamic  sports 
entrepreneur. 

Rolex. 

Dynamic  innovator  in 
watchmaking. 


Mr  Hunt's  Rolex  is  the  Rolex  Day-Date  Oyster 
Perpetual  Superlative  Chronometer,  self- 
winding, handcrafted  from  a  solid  block  of  18kt 
yellow  gold,  pressure  proof  to  165  feet,  with 
matching  hidden  clasp  President  bracelet. 
Also  available  in  18kt.  white  gold  and  platinum. 

For  brochure,  write  Rolex  Watch  U  S.A., 
Inc.,  Dept.  109,  Rolex  Building,  665  Fifth 
Avenue,  New  York,  New  York  10022. 

Geneva  ■  Bombay  •  Brussels  •  Buenos  Aires  • 
Caracas  ■  Cologne  ■  Dublin  ■  Hong  Kong  • 
Johannesburg  •  London  •  Madrid  •  Mexico  City  • 
Milan  •  New  York  ■  Paris  ■  Sao  Paulo  • 
Singapore ■  Sydney  ■  Tokyo  •  Toronto 


There's  a  problem  in  this  country  that  has 
cost  American  industry  billions  of  dollars 
in  losses. 

As  well  as  far  greater  human  losses  between  man  and  womar 
Parent  and  child.  Country  and  country. 

And  thats  the  problem  of  people  not  knowing  how  to  listen. 

Most  of  us  spend  about  half  our  waking  hours  listening. 
Yet  research  studies  show  that  we  retain  only  25%  of  what  we  listen 

Which  isnt surprising.  Because  listeningis  the  one  communicat 


m 


The  listening  problem  affects  us  all:  Man  and  woman.  Businessman  and  businessman.  Even  country  arid  courm 


Wiry, 
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skill  were  never  really  taught. 

Were  taught  how  to  read,  to  write, 
to  speak-but  not  to  listen. 
And  listening  can  be  taught. 

In  the  few  schools  where  listening  programs  have  been  adopted, 
itening  comprehension  among  students  has  as  much  as  doubled  in  just 
ew  months. 

And  listening  can  also  be  taught  in  business. 
Idsteninghas  been  part  of  many  Spenry  training  and  development 
ograms  for  years. 

And  weve  recently  set  up  expanded  listening  programs  for 
enry  employees  worldwide.  From  sales  representatives  to  computer 
ineers  to  the  Chairman  of  the  Board. 
These  programs  are  making  us  better  at  listening  to  each  other. 
And  perhaps  more  important,  making  us  even  more  aware  of  how 
ential  good  listening  is.  An  awareness  we  can  then  bring  to  the 
jple  we  do  business  with,  as  well  as  the  people  we  live  with. 

MtBtt0^^tb*B»  ^mnama^^m^m^  Stubs'  S^^Sf^MM^  \m^^ 

«M|  jtgmmi  1 WBW  MrmM  I 

^^f^  mmmfi     mm  I  \i  >i  I 

We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Spcrry  Neic  Holland  farm  equipment, 
Sperry  Vickers  fluid  power  systems,  and  guidance  and  control  equipment 
from  Sperry  division  and  Sperry  Flight  Systems. 


How  good  a  listener  are  you! 

1  to  Sperry,  Dept.  4 A,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019  for  a  listening  quiz  that 's  both  fun  and  a  little  surprising. 


Trends 


Edited  By  John  A.  Conwi 


Banzai  charge 

The  Japanese  are  making  another  run  at 
the  rich  U.S.  market  for  microwave 
ovens,  now  dominated  by  Litton  Indus- 
tries and  Raytheon.  They  made  their 
first  try  about  ten  years  ago  when  their 
home  market  was  becoming  saturated  (it 
now  is)  and  by  1972  had  almost  44%  of 
U.S.  sales.  But  because  they  made  Japa- 
nese-size ovens  ("egg-cookers,"  Ameri- 
can rivals  sneered),  their  share  began  to 
slip.  In  1976  the  Japanese  returned  with 
bigger  ovens  and  so  far  this  year  have 
captured  a  30%  U.S.  market  share.  U.S. 
manufacturers,  however,  have  launched 
a  counterattack — via  Washington.  The 
Association  of  Home  Appliance  Manu- 
facturers has  filed  a  76-page  brief  with 
the  Treasury  Department,  charging  that 
the  Japanese  are  dumping  their  ovens 
here  at  63%  of  Tokyo  prices.  While  that 
brief  makes  its  slow,  painful  way  through 
channels,  the  Japanese  are  already  work- 
ing on  counterstrategies.  For  one  thing, 
they  are  starting  to  ship  in  parts  (which 
pay  lower  tariffs  than  finished  products) 
and  assemble  them  in  the  U.S. — Matsu- 
shita at  its  TV  plant  in  Illinois,  Sharp  at  a 
new  $15  million  layout  in  Memphis  and 
Sanyo  in  Arkansas.  Thus  the  U.S.  mak- 
ers could  find  themselves  griping  about 
products  as  American  as  their  own.  (The 
magnetron  tubes  that  are  the  heart  of  the 
U.S.-made  quick-cooking  ovens  are  in 
fact  now  made  almost  exclusively  in  Ja- 
pan.) The  stakes  are  worth  the  play.  The 
microwave  oven  market,  an  estimated 
$1  billion-plus  this  year,  is  expected  to 
reach  $2.5  billion  by  1982. 

Budget  blues 

Even  without  a  recession,  those  now- 
vanished  hopes  for  a  balanced  federal 
budget  were  probably  just  dreams  any- 
way. The  White  House  Office  of  Man- 
agement &  Budget,  the  nonprofit  Tax 
Foundation  points  out,  admits  that  close 
to  75%  of  the  estimated  $532  billion 
1980  federal  outlay  is  "relatively  uncon- 
trollable under  present  law."  The  uncon- 
trollables  include  $126  billion  for  Social 
Security  and  railroad  retirement;  $26  bil- 
lion for  federal-employee  retirement  and 
insurance;  $26  billion  for  various  public 
assistance  programs;  and  $88  billion  in 
previous  commitments.  Who  are  the  big 
spenders?  The  Pentagon,  of  course,  still 
ranks  high  with  $126  billion  ticketed  for 
1980  (and  more  if  the  President  has  his 
way).  The  champion,  however,  is  the 
Department  of  Health,  Education  &  Wel- 
fare, whose  $199  billion  allotment  for 
1980  represents  almost  40%  of  the  total. 
The  Tax  Foundation's  analysis  also  notes 
that  interest  on  the  national  debt  has 


jumped  600%  since  1960,  when  it  stood 
at  $8.3  billion.  But  it  finds  one  crumb  of 
comfort:  Thanks  largely  to  inflation,  the 
debt  as  -a  percentage  of  gross  national 
product  has  dropped  since  1960. 

Lawyers,  lawyers,  lawyers 

Though  no  one  can  produce  an  official 
census,  Washington  lawyers  are  obvious- 
ly proliferating.  Ten  years  ago  the  esti- 
mate was  that  the  capital  held  about 
15,000  attorneys,  perhaps  2,000  of  them 
big-name  members  of  the  prestigious 
"rainmaking"  firms  that  do  as  much  lob- 
bying as  lawyering.  Today  the  D.C.  bar, 
which  claims  to  be  the  fastest-growing 
in  the  U.S.,  has  "in  excess  of"  30,000 
members,  26,000  of  them  residents  prac- 
ticing in  Washington  courts.  That  figure, 
however,  is  only  part  of  the  story.  Law- 
yers working  for  the  government  itself 
rarely  enter  a  court  and  so  are  under  no 
obligation  to  sign  up  with  the  D.C.  bar. 
An  unmeasured  number  commute  from 
all  over  the  U.S.  to  appear  before  federal 
regulatory  agencies  and  courts.  A  good 
guess,  for  instance,  is  that  a  fifth  of  all 
450,000  lawyers  in  the  country  (a  total 
that  is  itself  a  guess)  have  been  admitted 
to  practice  before  the  Supreme  Court  of 
the  U.S.— and  that  works  out  to  90,000. 

The  hard  line 

Chairman  John  J.  Riccardo  may  be  find- 
ing friends  in  Congress  in  his  plea  for 
federal  aid  for  his  staggering  company 
(estimated  1979  losses:  at  least  $700 
million),  but  Wisconsin  Democrat  Wil- 
liam Proxmire  is  definitely  not  among 
them.  Riccardo  recently  buttonholed  the 


chairman  of  the  Senate  Banking| 
mittee  (which  will  have  to  oka 
Chrysler  help).  The  dialog,  accon) 
the  senator,  went  like  this.  Rio 
"We  could  sell  this  company  foj 
million  even  though  we  have  . 
billion  net  worth";  Proxmire:  "W 
sell  it  for  $500  million?  People  w 
it  and  then  might  keep  it  going.' 
mire  elaborates  that  hard  line  by 
ing  out  that  10,000  firms  went  bai 
in  1978  and  "nobody  bailed  there 
Terming  federal  aid  to  Chrysler  " 
lous,"  he  says  the  bankruptcy  pro) 
"not  nearly  as  ruthless  as  some 
expect."  Any  bankruptcy  judge,  tl| 
ator  adds,  would  keep  productive 
ations  like  the  fast-selling  Clj 
Omni  and  Horizon  compacts  and 
scrap  money-losers. 


Bless  me,  Father 

When  Pope  John  Paul  II  makes  his 
ber  tour  of  the  U.S.,  he  will  be  trail 
only  by  legions  of  the  faithful  a: 
press  but  by  an  army  of  salespeopl 
and  without  Roman  collars.  Jac 
mody,  head  of  a  group  represent! 
retailers  of  religious  goods,  says  thj 
"has  an  aura  around  him  that  gets 
moving  and  that  should  get  our  bi] 
moving  too."  In  New  York,  audiel 
the  Holy  Father's  two  ballpark  i 
will  be  offered  "Take  a  Peek  at  thej 
T-shirts,  $10  statues,  $3  to  $15  { 
pictures,  keychains,  rosaries,  cal 
and  crosses.  Carmody  is  counting  < 
a  million  people  cheering  the  P' 
Boston  alone  "and  20%  will  mail 
chases  averaging  $3  to  $4  .  .  .  andl 
not  counting  those  who  watch  th 
on  TV  and  decide  to  buy  a  mement 
the  Creed  Rosary  Co.  in  North  Attl 
Mass.,  John  Creed  Jr.  says:  "We'v 
working  from  6:30  a.m.  to  9  p.m.  t« 
the  demand."  The  Church  itself 
bivalent.  Chicago's  archdiocese 
banned  any  official  role  in  the  hue 
ing  but  the  Washington,  D.C.  ar 
cese  is  in  the  act:  Alone  it  has 
$37,000  on  papal  flags,  coins,  med; 
and  other  curios  to  peddle  in  d 
schools  and  parishes.  The  big  quel 
how  the  Pope  will  sell,  and  even  se 
the  faithful  have  misgivings.  "I  jus 
we  don't  take  a  bath,"  says  a  spok 
for  the  Washington  archdiocese' 
curement  committee. 


Senator  William  Proxmire 
Right  between  the  eyes. 


Rubber  in  the  guidelii 

The  7%  salary  increase  federal  en 
ees  will  get  this  month — now  that 
tion's  heat  has  melted  President  C 
resolve  to  hold  raises  to  last 
5.5% — will  be  only  part  of  the  bi 
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Move  Into 
The  Future  With 

A  Machine 
hat  s  Already  There 


OLIVETTI'S  FULL  LINE  OF 
CTRONIC  WRITING  MACHINES. 

All  our  machines  are  engineered  to  be 
ad  of  their  time. 
Like  our  new  ET  221  electronic 
writer,  with  daisy 
ter.  It  has  everything 
d  expect  in  a  fine 
writer,  plus  something 
probably  thought  this 
of  machine  was 
away  from  having, 
ory  and  display, 
ur  TES  401  word  pro- 
Dr  is  the  only  machine 
'  delivers  word  processing 
t  to  your  secretary's  desk, 
ng  with  minidiskettes  that  store  up  to  7,500  char- 
ts, so  you  can  store  letter  drafts  and  have  them 
:d  up  again  automatically  after  correction. 
Even  the  TES  501 ,  a  word  processor  that  already 
just  about  everything  you  could  possibly  want, 
rs  something  many  of  our  competitors  haven't 
imed  of  offering.  Value.  The  501  has  information 
val  capabilities  you're  just  not  supposed  to  find 
t  machine  that's  as  inexpensive  as  this  one. 
ith  the  introduction  of  the  extraordinary 
!  >  701 ,  a  word  processor  that  has  a  remarkable 


video  display  for  heavy  text 
editing,  Olivetti  becomes  the 
only  electronic  machine  manu- 
facturer in  the  world  to  offer 
a  full  line  of  machines. 
Needless  to  say,  all  Olivetti  Electronic 
Writing  Machines  are  quiet,  comfortable  to  operate 
and  classically  designed  so  they'll  be  as  attractive  to- 
morrow as  they  are  today. 

For  a  free  demonstration  or  more  information  on 
sales  and  service  throughout  the  United  States,  write 
Olivetti  Corporation,  500  Park  Avenue,  New  York, 
New  York  10022,  or  call  toll  free  800-526-3887. 
And  move  into  the  future  with  Olivetti. 
After  all,  it's  always  nice  to  travel  with  someone 
that  knows  the  way.  Jjlj^f  C»8li 


Fly  our  splendid  First  Class. 
We'll  give  you  the  royal  treatment. 

We  start  the  royal  treatment  while  you're  still  on  the 
ground,  with  separate  check-in  facilities,  and  a  nice,  private 
lounge,  where  you  can  relax  and  enjoy  a  drink  on  us  before 
flight  time.  And  that's  just  a  glimmer  of  what's  in  store. 

Once  aloft,  you'll  find  yourself  happily  sequestered  in 
our  spacious  First  Class  cabin,  with  probably  no  more  than 
two  dozen  others.  There's  two-abreast  seating  with  legroom 
a-plenty.  The  best  aperitifs  and  spirits.  Superb  meals  served 
with  typically  British  pomp  and  ceremony.  Crisp  linen  napery. 
Fine  china.  A  roast  carved  on  a  trolly.  Vintage  wines. 
Brandy  and  cordials.  Cigars  from  a  humidor.  A  good  film. 
Periodicals.  Stereo  entertainment.  It's  all  quietly  festive. 
And  very,  very  civilized. 

Back  on  terra  firma,  we'll  see  that  you're  off  the  plane 
first.  And  we'll  give  your  luggage  preferred  treatment— so  you 
can  whisk  through  customs  ahead  of  the  crowd. 

Next  time  you're  nipping  over  to  London  on  business 
(or,  for  that  matter,  just  nipping  over  to  London),  you  really 
must  fly  our  First  Class.  Tell  your 
Travel  Agent  or  Transportation 
Department.  Or  simply  ring -up 
British  Airways.  You'll  be 
treated  royally,  I  promise  you. 


British^ 

airways  tfu 

We'll  take  more  care  of  you 
to  Britain,  Europe,  the  World. 


More  than  40%  of  the  civil  servant! 
actually  get  ahout  10%.  How?  Tc 
courage  turnover,  almost  every  fe 
employee  gets  a  "step-up"  promoti 
each  of  his  or  her  first  three  yes 
service.  Thus  an  attorney,  say,  hirei 
"GS-10  Step  1"  starts  at  $17,532.  A 
end  of  a  year,  he  becomes  a  "GS-1C 
2"  and  goes  to  $18,116,  up  3.3% 
following  year  the  scale  goes  to  $1 
and  in  the  third  year,  to  $19,284.  1 
automatic  raises  will  bring  the  ne\ 
raise  up  to  at  least  10% — all,  of  c( 
within  the  White  House  guidelines 


Taxes  and  politics 

Democratic  leaders  in  Congress 
killed  this  year's  chances  for  a  bill 
federal  income  tax  rates  to  inflatid 
the  indexing  idea's  sponsors  vow  t 
again  in  1980.  Two  Republicans,  H 
sentative  Willis  D.  Gradison  Jr.  of 
cinnati  and  Senator  Robert  Dole  of 
sas  (a  GOP  presidential  hopeful),  hi 
by  135  other  members,  have  been 
ing  indexing  but  the  leaders  have  bj 
floor  votes  on  any  such  proposal 
dison  argues  that  the  present  systi 
unfair  because  it  pushes  taxpayers 
higher  tax  brackets  even  though  th 
increases  they  get  barely  keep  up 
inflation.  He  vows  to  reintroduc 
plan  next  year  when  the  House  Wj 
Means  Committee  is  certain  to  cor 
a  new  tax  bill.  One  big  reason  the 
gress  is  leery  of  indexing  is  politica 
economic.  A  bill  cutting  taxes  pay 
mediate  political  dividends  with  th< 
ers;  a  cut  made  invisibly  through  i: 
ing  would  have  no  such  impact. 
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Megawatts  and  metai 

The  power-eating  aluminum  make 
writing  their  own  answer  to  the  e; 
crunch.  Martin  Marietta  is  mak 
$125  million  addition  to  its  aluml 
reduction  plant  at  Goldendale,  1 
that  will  increase  production  about 
by  some  65,000  tons  a  year,  and  re 
no  increase  in  electricity  above  th( 
megawatts  now  ticketed  for  1981 
the  Bonneville  Power  Admimstn 
The  company  has  spent  about  $43 
lion  since  1977  to  modify  the  pot  In 
Goldendale  and  its  other  plant  ij 
Northwest  at  The  Dalles,  Ore. 

Aluminum  is  among  the  most  p< 
intensive  of  all  industries  and  the  o 
of  the  big  hydro  complex  in  the  P 
Northwest  has  been  a  question  ma; 
years.  The  trick,  says  Frank  X.  Brs 
president  of  Martin  Marietta  Alumi 
is  "to  produce  more  aluminum  witi 
energy  per  pound." 
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Individual  Retirement  Plans, 
The  Scudder  Approach: 
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"Rest,  while  your 
money  works. " 

At  Scudder,  we 
believe  that  planning  for 
retirement  is  one  of  the 
single  most  important 
decisions  in  your  life. 
And  that  you  should 
start  planning  now, 
when  you  are  at  the 
height  of  your 
productivity. 

Scudder  Retirement 
Plans  are  backed  by 
more  than  sixty  years  of  investment  counseling 
experience.  Every  Scudder  plan  offers  choice 
of  investment  in  any  of  four  Scudder  no-load 
funds,  flexibility  of  transfer  among  funds,  and 
convenience. 

Consider  the  tax  benefits  and  other  advan- 
tages of  Scudder  plans.  Then  find  out  more 
about  the  Scudder  plan  that's  right  for  you. 


The  Scudder  Individual  Retirement  Account  (IRA) 


retire,  change  jobs,  or 
their  company  termi- 
nates its  retirement  plan. 

The  Scudder  Keogh  Plan 

For  self-employed 
individuals  who  wish  to 
make  annual  tax -deduct- 
ible retirement  contribu- 
tions. Investments  of  up 
to  15%  of  net  earned 
income  or  $7,500 
(whichever  is  less)  may 
be  made  each  year 
toward  retirement.  (Per- 
manent employees  are  also  included.) 

The  Scudder  403(b)  Retirement  Plan 

For  employees  of  tax-exempt  organizations 
or  public  school  systems  who  wish  to  contribute 
toward  retirement  through  payroll  deductions, 
even  if  they  are  currently  covered  by  other 
retirement  plans. 

Write  or  call  toll-free  800-225-2470. 
In  Mass.,  call  collect  (61  7)  482-3990. 


For  individuals  not 
currently  covered  by  an 
employer-sponsored  retire- 
ment plan.  Tax  deductible  in- 
vestments of  up  to  15%  of 
your  salary  or  $1,500  (which- 
ever is  less)  may  be  made  each ' 
year  toward  retirement. 
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The  Scudder  IRA  Rollover 


For  individuals  who  wish  to  defer  taxes  on  a 
lump-sum  retirement  distribution  and  maintain 
the  continuity  of  their  retirement  plan  when  they 


SCUDDER 

SCUDDER  STf  Vf  NS  ft.  (  I  ARK  INVI  STM1  NT  COUNSH 


Scudder  Fund  Distributors,  Dept.  //  7927455G01 
175  Federal  Street,  Boston,  MA  02210 
CHECK  ONE:    □  IRA    □  IRA  ROLLOVER 
□  KEOGH  PLAN    □  403(b) 

For  more  complete  information,  including  management  fee  charges 
and  expenses,  please  write  or  call  lor  a  free  prospectus  and  a  plan 
booklet.  Read  them  carefully  before  you  invest  or  send  money. 

Name  


Address . 
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Never  before 
has  Xerox 
offered  such  a 


small  selection 
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Thenew2300    The  660      The  2600  The  3100  The  3100  LDC 

Our  line  of  small  copiers  just  got  a 
little  longer. 

We  added  a  new  small  copier  at  one 
end  that  gives  you  crisp,  clear  plain  paper  oc 
copies  in  seconds  while  quietly  sitting  on 
a  desktop. 


XEROX®.  2300.  600®.  2600.  3100®.  3107®.  310'),  3400  and  3450  arc  trademarks  of  XEROX  CORPORATION. 


And  a  new  small  copier  at  the  other 
nd  that  gives  you  copying,  reduction 
nd  automatic  sorting  while  quietly 
itting  on  the  floor. 

In  between,  there  are  more  small 
opiers  with  more  big  features  than  you 
an  shake  an  original  at. 


n 


The  3107  The  3109  The 3400  Thenew3450 

So  if  you're  looking  for  a  small  copier, 
all  us. 

After  all,  who  else  gives  you  so  much 
o  choose  from? 
And  so  little. 

XEROX 


Xerox  2300  and  3450  available  in  major  U.S.  cities  late  1979. 


The  Gas 
®ption 


Gas  energy :  tt  can 
reduce  our  dependent; 
on  foreign  oil. 


Every  barrel  of  oil  we  import  increases  our  balance  of  pay- 
ments deficit.  It  exports  jobs  and  opportunity.  It  hampers  our 
ability  to  control  inflation  here  at  home.  And  it  impairs  our 
national  security. 

But  we  could  be  importing  less  oil.  And  the  increased 
use  of  gas  energy,  from  both  conventional  and  new  sources, 
can  help. 

Already,  important  progress  is  being  made.  Increased 
industrial  use  of  natural  gas  this  year  is  expected  to  offset 
an  average  of  450,000  barrels  a  day  of  imported  oil.  At  an 
average  price  of  $18  a  barrel,  this  is  saving  the  United  States 
$3  billion  in  foreign  oil  payments  this  year. 
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Projected 

New  sources 

Barrels  of  oil 

start-up 

of  gas 

replaced  per  day  § 

date 

energy 

At  outset 

Potential  1990  tjj 

1980 

Mexican  Gas  Pipeline 

100,000 

300,000  E 

1980 

Canadian  Gas 

225,000 

500,000  | 

1983 

Alaskan /Pacific  LNG 

170,000 

1, 000, 000 1  | 

1984 

Alaskan  Gas  Pipeline 

450,000 

800,000  \ 

1985 

Coal  Gasification 

70,000 

300,000  j 

1990 

New  Technologies 

unconventtnnal  sources  o!  metnane  gas 

900,000 

900,000 

'  Includes  liquefied  natural  gas 

rom  additlona 

sources 

Barrels  of  imported  oil 
per  day  that  could  be 
replaced  by  natural 
and  synthetic  gas. 
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Gas:  The  future  belongs  to 


For  more  information,  write  to  American  Gas  Association.  Department  1114-1 9  F  M.  1515  Wilson  BlvO  .  Arlington.  VA  22209 
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Shown  below  are  the  target  dates  for  various  new 
sources  of  natural  and  synthetic  gas  and  the  potential  dail 
barrels  of  foreign  oil  they  can  replace,  individually  and  in 
total,  they  represent  a  potential  savings  to  the  United  Stat 
of  nearly  4  million  barrels  a  day  of  imported  oil  by  1990 

Add  to  this  the  efficiency  of  the  gas  pipeline  network,  th 
cost  of  gas  to  the  consumer,  the  environmental  benefits 
of  the  gas  energy  system— and  gas  emerges  as  one  of  our 
most  sensible  energy  options. 

Gas  energy:  It  can  contribute  to  the  stability  of  the  dollel  Payo: 
and  our  continuing  fight  to  lower  oil  imports. 

I  vice 
ichuset 
audien 
I  Koch 
fliion 
Ait 


t.Chr) 
st  S 


ngfiel 

Ion  in 
Moot  tc 
»s  defa 
time,  ti 
on  its 
led  setb; 
is  once 
fc  ar 
oS.  We 
i Cooke 
ion  for  t 
pelled ; 
■what 
•ally  e> 
esoldt 
the 

Ptiia 


FollowThrough 


The  Street's  seats 

years  ago,  when  investors  were 
ng  away  from  the  market  in  droves, 
Irice  of  a  seat  on  the  New  York  Stock 
ange,  the  nation's  biggest  securities 
et,  stood  at  a  paltry  $35,000,  well 
v  the  $50,000  price  of  a  New  York 
taxi  medallion  (Forbes,  Nor.  1, 
).  A  year  later,  with  the  market  back 
e  upswing,  a  Big  Board  membership 
rue  meaning  of  "seat")  had  bounced 

fto  a  respectable  $105,000  (Follow- 
•gb,  Oct  16,  1978).  The  trend  has 
d  on  the  same  curve.  An  NYSE  seat 
_  tly  changed  hands  for  $210,000,  the 
st  price  in  seven  years  (a  taxi  me- 
m  now  costs  $66,000).  Across  Trin- 
hurchyard,  the  American  Stock  Ex- 
e,  number  two  in  the  U.S.,  was 
ting  the  same  happy  news.  Its  most 
t  sale  was  for  $90,000,  almost  dou- 
ist  December's  price.  With  volume, 
feblood  of  stock  trading,  registering 
ter  pulse,  seat  prices  on  regional 
anges  have  also  been  going  up.  Even 
good  news,  however,  is  a  far  cry 
the  heady  days  of  the  Twenties, 
lg  that  great  bull  stampede,  a  New 
Stock   Exchange   seat   went  for 
000— and  that  was  in  1929  dollars. 
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Payoff  in  Manhattan 

ar  and  a  half  ago,  Edward  J.  Kulik, 
vice  president  for  real  estate  at 
achusetts  Mutual  Life,  told  a  New 
audience  that  included  a  beaming 
□r  Koch  that  he  was  betting  another 
nillion  on  that  moribund  mid-Man- 
m  Art  Deco  masterpiece,  the 
sler  Building  (Forbes,  Follow- 
fgh,  Apr.  17,  1978).  That  brought  to 
nilhon  the  stake  MassMutual  had  in 
er  Chrysler's  1930  creation  (which 
cost  $15  million  to  build).  The 
gfield,  Mass.  insurance  firm  (almost 
llion  in  assets)  had  foreclosed  on  the 
foot  tower  when  its  wheeler-dealer 
rs  defaulted  on  their  mortgage.  By 
time,  the  building  was  half  empty 
on  its  way  to  ruin,  with  weed- 
ed setbacks,  a  trash-crammed  cellar 
ts  once-famous  lobby  a  dusty  cave, 
ilik's  and  MassMutual's  bets  have 
off.  West  Coast  entrepreneur  lack 
Cooke  has  just  plunked  down  $87 
on  for  the  Chrysler  Building,  a  sum 
spelled  a  cool  2 1  %  return,  more  than 
I  what  the  insurance  company  had 
nally  expected.  To  raise  the  money, 
<e  sold  off  his  professional  basketball 
,  the  Los  Angeles  Lakers,  along 
the  Forum  they  play  in.  (Cooke  was 
xactly  a  stranger;  during  the  1960s, 
Mutual,  renowned  for  its  break-the- 
i  investment  policies,  had  started 
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putting  money  into  the  Teleprompter  ca- 
ble TV  business,  of  which  Cooke  is  now 
chairman.) 

The  deal  reduces  MassMutual's  real  es- 
tate in  midtown  Manhattan  to  two  small 
office  buildings,  plus  the  Chrysler  Build- 
ing space  that  houses  its  group  and  life 
insurance  operations  in  the  city.  Does 
that  mean  that  Kulik  has  decided  the 
bloom  is  off  the  Big  Apple?  Not  as  a 
mortgage  lender,  which  for  MassMutual 
is  a  $270-million-to-$300-milhon-a-year 
operation.  "I'm  bullish  on  mortgages  in 
New  York,"  he  says.  "The  city  is  the 
center  of  the  country,  if  not  the  world,  in 
finance,  culture  and  knowhow.  There 
will  always  be  a  strong  demand  for  in- 
vestments there."  Cooke's  prospects  are 
hardly  dim,  either.  The  refurbished  42nd 
Street  tower,  complete  with  its  inlaid- 
wood  elevators,  marble  lobby,  stainless 
steel  gargoyles  and  sculptured  auto- 
mobiles, is  now  96%  rented,  compared 
with  58%  two  years  ago. 


Executives/Professionals 


"Teaser"  ad  for  the  Chrysler  Building 
A  monument  saved,  a  profit  made. 

Hearth  and  home 

Andrew  Shapiro,  president  of  the  Wood 
Energy  Institute  in  Camden,  Me.,  ven- 
tured an  "educated,  not  verified"  guess 
last  year  that  Americans  had  bought 
750,000  wood-burning  stoves  in  1977 
(Forbes,  Nor.  13,  1978).  That  compared 
with  fewer  than  100,000  in  1974,  one 
result  of  the  Arab  oil  embargo  and  subse- 
quent roaring  surge  in  fuel  prices.  Ameri- 
cans, it  seemed,  were  returning  to  the 
days  of  rural  America,  when  most  homes 
were  heated — if  at  all — with  wood. 

Even  enthusiasts  like  Shapiro,  it  turns 
out,  were  too  modest.  The  U.S.  Depart- 
ment of  Energy  commissioned  Booz,  Al- 
len &  Hamilton  to  generate  some  hard 


BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll-free 
800-525-1344  or  mail  coupon. 

W.  L.  Martin 

Dept.  0734 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


POSTAL 
EXECUTIVE 
FINANCIAL 


Write  to:  ^ 
W.  L.  Martin 

rDept.  0734 
14201  E.  4th  Ave.,  P.O.  Box  39F  H 

■ Denver,  CO  80239  m 
Send  complete  information  and  a  loan  application  | 
I     Name   M 


Address- 
City_ 


-State- 


.Zip- 


affiliate  of  The  St  Paul  Companies,  Inc. 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$4K.OO  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  ( please  prim  ) 


New  Address: 


City 


Zip 


Date  of  Address  Change 
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The  Corporate  Tie. 

Reis  of  Mew  Haven 
has  made  corporate  ties  for 
Peugeot  (shown  here), 
Budd,  Republic  National  Bank, 
Gates  Lea rjet,  as  well  as 
smaller  companies  and  associations. 

The  ties  are  custom-designed 
and  woven  with  your  company's 

logo  or  symbol. 
Color  range  is  virtually  limitless. 
Minimum  order:  1 5  dozen. 

Call  or  write  Pamela  Reis 
at  Reis  of  New  Haven, 
York  Industrial  Center, 
West  Haven,  Conn.  06516 
203-932-2231  or  at 

Ten  Park  Avenue, 
New  York,  N.Y.  10016 
212-683-0678 


THE  CAYMANS 
Enjoy  them  your  way 

Some  people  come  to  the 
Caymans  just  to  relax  on  some  of  the 
most  beautiful,  uncrowded  beaches 
in  the  West  Indies. 

But  there's  also  sailing. 
Probably  the  best  bone  fishing  in 
the  world.  A  fantastic  underwater 

wonderland  that  you  don't  have  to  be  a  scuba  diyer  to  enjoy. 
Lots  of  tennis  courts.  Exceptional  duty-Tree  shopping. 
And  the  best  dining  out  in  the  Antilles. 

Beautifully  furnished  condominiums  may  be  rented 
for  varying  periods.  Or  stay  in  a  beachfront  hotel. 
Oceanside  cottage.  Or  a  luxurious  club  or  villa. 

The  closest  British  Crown  Colony  to  the  United  States. 
An  hour's  flight  from  Miami.  Less  than  3  hours  from 
Houston,  Texas  on  Cayman  Airways. 

Good  travel  agents  know  about  the  Caymans. 
Or  call  305-444-6551.  ^ 

Cayman  Islands 
Department  of  Tourism 

250  Catalonia  Ave.,  Coral  Gables,  FL  33134 
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Imagine.  Conserving 
energy  at  300  mph. 


That  may  sound  absurd.  But 
;  not.  When  you  take  a  Beech- 
ift  jetprop  Super  King  Air  on  the 
ierage  350  mile  business  trip, 
u'll  use  at  least  33%  less  fuel 
Jin  the  most  efficient  fanjet.  And 
u'll  arrive  only  12  minutes  later. 

Not  only  that,  but  you  can  use 
the  airports  the  commercial  air- 
es serve.  Plus  thousands  they 
n't.  So  you  can  fly  in  a  straight 
e,  direct  to  wherever  your  busi- 
ss  takes  you. 

And  at  300  mph,  you'll  get 
re  fast.  But  best  of  all,  what 
akes  a  Beechcraft  airplane  fast 
also  what  makes  it  use  fuel  slowly. 


Like  special  weight-saving  mate- 
rials and  construction,  highly  ef- 
ficient engines,  and  clean  aerody- 
namic lines. 

Your  Beechcraft  Super  King 
Air  will  also  help  conserve  another 
valuable  form  of  energy.  Your  own. 

You're  bound  to  no  schedule 
but  the  one  most  convenient  for  you. 
You  can  avoid  time-consuming  de- 
lays, unnecessary  overnight  stays, 
and  long  check-in  lines. 

This  leaves  you  with  the  en- 
ergy to  do  what  you  set  out  to  do. 
Business. 

So  you  don't  have  to  stretch 
your  imagination  too  far  to  see  that 


haste  doesn't  always  make  waste. 

I  Send  for  your 
free  Business 
Flying  Kit. 

Write  on  your 
company  letter- 
!  head  to:  Beech 
Aircraft  Corporation,  Dept.  K, 
Wichita,  Ks.  67201.  Ask  for  our 
free  Business  Flying  Kit,  and  please 
mention  if  you're  a  pilot.  If  you^d 
rather  call,  make  it  col- 
lect and  ask  for  Dick 
Schowalter,  Jr.  316- 
681-7072. 

Member  of  General  Aviation 
Manufacturers  Association 


Readers  Say 


People  crisis 

Sir:  Re  "The  water  crisis:  It's  almost 
here"  (Aug.  20). 

Isn't  the  crisis  really  a  people  crisis — 
too  many  gathered  in  the  more  favored 
spots,  and  too  many  in  total? 
— Glen  M.  Edtnomo>i 
Sequim,  Wash. 


Not  a  founder? 

Sir:  As  an  original  founder  of  Little  City 
Foundation  ("Bingo/"  Aug.  6)  I  know  that 
the  Paul  Dorfman  referred  to  was  not  a 
founder. 

— Leo  Wolf 
Chicago,  III 

Forbes'  source  was  Steven  Brill's  authorita- 
tive study  of  The  Teamsters,  and  Brill's 
source  ivas  Paul  Dorfman  s  son  Allen.  Little 
City  denies  Dorfman  was  among  its 
founders,  but  cannot  deny  the  Dorfmans' 
contributions  to  Little  City' — Ed. 


No  outlet  store 

Sir:  You  state  (Aug.  6)  that  our  company, 
makers  of  London  Fog  rainwear,  has  an 
outlet  store  in  Reading,  Penna.  We  do 
not  have  an  outlet  store  in  Reading. 

—Jonathan  P.  Myers 
President, 
Londontown  Corp. 
Eldersburg,  Md. 

We  intended  to  say  that  their  goods  were  sold 
through  outlet  stores  in  Reading.  London- 
town  has  an  outlet  store  in  Scranton — Ed. 


Culture  keeps  'em 

Sir:  In  "Brand  new  rat  hole"  (Aug.  6),  you 
disparagingly  referred  to  the  possibility 
of  the  Appalachian  Regional  Commis- 
sion putting  "a  $500,000  arts  and  crafts 
center  in  prosperous  Winston-Salem 
N.C. — hardly  one  of  Appalachian  pover- 
ty pockets." 

Winston-Salem  is  a  well-to-do  city,  but 
it  is  also  the  center  of  1 1  northwestern 
counties^ — all  in  depressed  condition. 
The  arts  are  of  incredible  importance  in 
attracting  business  and  tourists  to  the 
area,  and  in  providing  health  care  to  the 
Appalachian  area. 

In  1977  the  Steel-Reese  Foundation 
turned  down  funding  for  the  Winston- 
Salem  Medical  Center  but  voluntarily 
gave  a  $200,000  grant  to  the  North  Caro- 
lina School  of  the  Arts.  Here  is  what  they 
had  to  say: 


"It  is  not  too  hard  to  get  a  doctor  to 
move  into  a  small  community.  The  prob- 
lem is  keeping  him  there,  and  this  cen- 
ters on  his  wife. 

"By  providing  cultural  programs  to  the 
small  community,  the  wife  can  become 
involved  and  be  stimulated  and  is  much 
more  likely  to  stay." 
— R.  Philip  Hanes  Jr. 
Chairman, 

Hanes  Dye  and  Finishing  Co. 
Winston-Salem,  N.C. 


Blind  stereotyping 

Sir:  In  John  Train's  column  (Aug.  20),  he 
used  the  expression,  "otherwise  you  may 
have  the  blind  leading  the  blind."  It's 
unfortunate  that  stereotypes  of  the 
handicapped,  such  as  this,  are  still  al- 
lowed to  find  their  way  into  print.  The 
blind  often  lead  the  blind,  with  effective- 
ness equal  to  that  with  which  the  sighted 
lead  the  sighted. 
— Larry  Israel 
Santa  Monica,  Calif. 


Excited  authors 

Sir:  Thank  you  for  your  kind  mention  of 
The  Shipkiller  in  your  July  9  issue  (Fact  and 
Comment). 

There's  a  tingling  excitement  in  seeing 
several  of  one's  sentences  excerpted; 
they  look  vastly  more  marvelous  outside 
one's  own  covers. 
—Justin  Scott 
Newtown,  Conn 

Sir:  Re  the  mention  of  the  O'Hara  letters 
(Fact  and  Comment,  July  9)-  You  are  right: 
O'Hara  will  come  back  and  endure.  His 
letters  were  a  pleasure  to  edit,  and  I'm 
glad  you  like  them. 
— Matthew  J.  Bruccoli 
New  York,  NY. 


More  on  EMI 

Sir:  Three  points  need  clarification  in 
Lawrence  Minard's  article  on  EMI  (Aug. 
6).  1)  Johnson  &  Johnson  did  not  enter 
the  CT  field  until  February  1979,  follow- 
ing its  acquisition  of  Technicare  Corp. 
and  the  latter's  subsidiary  Ohio-Nuclear, 
Inc.  2)  EMI's  new  7070  CT  scanner  is 
now  into  production  at  our  Northbrook 
(111.)  plant  and  a  substantial  order  book 
for  this  advanced  machine  has  been  built 
up.  3)  The  article  implies  that  losses  by 
EMI's  medical  electronics  business  have 
impacted  on  EMI's  music  operations. 
The  problems  now  being  faced  by  EMI 


Music  are  not  dissimilar  to  thos^ 
fronting  the  entire  record  industry. 

— Bryan  Samain 
Director  of  Public  Affairs, 
EMI  Ltd 

London,  England 


ivid 


Where  the  divide  divi 

Sir:  Those  ancient  pickup  truck 
tween  Sheridan  and  Gillette  perhap 
oriented  Ms.  Wiegner  momentarily 
Lines,  Aug.  20).  The  continental  <j 
runs  through  Yellowstone  Park,  nd 
Big  Horns.  Powder  River  normally 
north  from  the  Big  Horn  Mour 
rather  than  trickling  south,  althoug 
haps  it  was  too  thick  or  dry  to  see  \ 
way  it  was  flowing. 
— Dennis  W.  Maguire 
Sheridan,  Wyo 


]%  on  zealots  ripostes 

Sir:  The  best  vindication  of  your 
ion,  "The  successful  arrogance  of 
smokers"  (Fact  and  Comment,  July  , 
the  uniformly  irritable,  self-right 
strident,  intolerant  tone  of  the  It 
that  you  received  (Sept.  3). 

What  dismays  me  most  about 
whole  antismoking  agitation  is  the 
lutely  vile  dispositions  that  it  leavt 
hind.  What  good  is  it  to  live  anothei 
or  two  if  you  are  going  to  spend  it  ir 
frame  of  mind? 
— Robert  L.  Taylor 
13  Acorn  Circle 
Baltimore,  Md. 

Sir:  Those  are  not  the  kind  of  peopl 
would  want  to  go  to  dinner  with 
they?  Or  worse  yet,  Heaven  forbid— 
one  of  them  marry  your  sister? 

— Robert  J.  Gueniero 
Salem,  Mass. 

Sir:  I  am  a  nonsmoker  and  I  do  not 
any  stock  in  any  tobacco  company 
efyone  has  the  right  to  move  away 
a  smoker  (or  from  someone  who  i 
washed)  but  does  not  have  the  rig] 
douse  him. 
—Allan  B.  Wheeler 
Milwaukee,  Wis. 

Sir:  While  several  of  the  zealots 
have  threatened  to  cancel  their  subs 
tions,  you  may  rest  assured  that 
position  encourages  this  nonsmoki 
continue  mine. 
—Wilson  W.  Wright 
Tallahassee,  Fla 
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eTruck 

Service. 

Saunders  Leasing  unleashes  "Driver  Central"  A  24-hour, 
7-day  system  that'll  keep  your  trucks  on  track,  on  time. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you  and  your  drivers  will 
no  longer  be  burdened  with  the  beastly  details  of  truck 
service.  Day  or  night  or  weekends  or  ever. 

"Driver  Central"— adding  a  helpful  new  dimension 
to  the  Saunders  full-service  truck  leasing  system  —  is 
a  24 -hour,  7-day,  toll-free  phone  line  plugged  into  over 
15,000  cross-country  emergency  service  centers.  It 
means  your  drivers  are  just  a  call  away  from  help,  if  they 
run  into  trouble  of  any  kind.  Anytime.  And  it's  just  one 
more  way  that  proves,  when  you  ride  with  Saunders, 
you've  got  the  tiger  by  the  tail. 

Saunders  gives  you  the  total,  full-service  system. 
Everything  from  our  carefully  matching  your  trucks  to 
your  needs  to  an  operating  lease  according  to  all 
FASB-13  criteria  to  fuel  purchasing.  So  remember, 


when  it  comes  to  trucking,  you  have  a  choice:  You  can 
put  up  with  all  the  beasts.  Or  behold  the  beauty  of  the 
lease.  With  Saunders. 

I  

Truck  service  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 


Name . 


.Title. 


Company . 
Street  


City_ 


Phone. 


State 


Zip. 


Mail  to: 


L. 


7)  M.L.Malcolm 
/  Saunders  Leasing  System,  Inc. 

/  201  Office  Park  Drive 

4  Birmingham,  Alabama  35223 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


Determining  Ris 


With  the  magnitude  of  business  risks 
expanding,  sophisticated  techniques  are 
being  developed  to  determine  more  pre- 
cisely the  optimum  degrees  of  risk  reten- 
tion for  a  company's  exposures. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


In  an  increasingly  demand- 
ing economic  environment,  cor- 
porate financial  executives  are  re- 
examining the  capital  and  cash 
flow  needs  of  their  businesses. 
Part  of  this  analysis  focuses  on 
the  cost  of  business  insurance, 
which  in  the  typical  corporation 
has  risen  in  direct  proportion  to 
expanded  exposures.  In  this  en- 
vironment, corporate  risk  man- 
agers are  attempting  to  structure 
their  insurance  programs  to  help 
enhance  cash  flow  without 
jeopardizing  financial  results 
through  inadequate  protection 
against  losses. 

•Specifically,  they  are  looking 


for  ways  that  will  help  determine 
the  most  productive  retention 
levels  for  their  companies'  grow- 
ing exposures  to  risk  and  finan- 
cial loss,  recognizing  that  the 
ability  and  willingness  to  bear 
risks  can  vary  sharply  from  one 
company  to  another. 

For  example,  it  might  be 
advantageous  to  retain,  either 
partially  or  completely,  such 
exposures  as  automobile  fleet 
physical  damage  and  workers' 
compensation,  where  losses  tend 
to  have  a  high  degree  of  predict- 
ability. Dollars  that  would  oth- 
erwise be  committed  to  insur- 
ance premiums  would  then  be 


available  for  corporate  use.  Be- 
fore setting  specific  retention 
levels,  however,  a  determination 
is  needed  of  the  maximum  loss, 
in  dollars,  a  company  would  be 
willing  to  bear. 

Based  on  trend  analysis,  the 
availability  of  coverages  and, 
most  important,  personal 
knowledge  and  judgment,  there 
are  several  approaches  to  estab- 
lishing this  amount. 

Maximum  retention  limits 

Perhaps  the  most  common, 
particularly  for  publicly  held 
companies,  is  an  earnings-per- 
share  determination,  in  which 
uninsured  losses  are  retained  up 
to  the  limit  where  they  will  ad- 
versely impact  the  company's  fi- 
nancial results.  This  figure  is 
sometimes  set  at  five  percent  of 
the  company's  operating  earn- 
ings for  its  most  recent  year. 
Thus,  a  company  reporting  pre- 
tax earnings  of  $60  million 
would  not  retain  risks  with  a 
maximum  possible  loss  in  excess 
of  $3  million. 


detention  Levels 


!  A  second  method  is  to  use  a 
[rentage  of  net  working  capi- 
,  generally  between  one  per- 
nt  and  five  percent.  This 
j;thod  is  frequently  employed 
pause  it  is  based  on  corporate 
uidity. 

And  a  third  method  is  based 
an  earnings-and-surplus 
rdstick.  Here  the  limit  of  re- 
ned  losses  is  set  at  a  given 
rcentage  of  current  retained 
'nings,  plus  an  equal  percent- 
e  of  average  pretax  earnings 
er  the  preceding  several  years. 

In  each  case  the  figure  repre- 
lts  an  aggregate  maximum  re- 
ltion  for  all  lines.  It  is  usually 
ed  at  the  beginning  of  each 
cal  year  to  reflect  an  up-to- 
te  picture  of  the  company's  fi- 
ncial  position. 

Arriving  at  specific 
retention  levels 


Having  ascertained  a  maxi- 
um  retention  amount,  the  next 
;p  is  to  determine  the  opti- 
um  choice  among  a  number  of 
ssible  specific  retention  levels. 

This  is  done  by  a  fairly  com- 
licated  procedure.  Essentially, 
|j  consists  of  taking  two  varia- 


bles —  the  maximum  retention 
figure  expressed  as  a  company 
risk  tolerance  level,  and  another 
factor  called  the  "risk-adjusted 
cost"  —  and  using  them  as  the 
two  axes  of  a  graph.  Various  re- 
tention options  (such  as  com- 
plete self-insurance,  $10,000 
deductible,  $50,000  deducti- 
ble) are  then  plotted  on  the 
graph  as  curves.  The  best  deci- 
sion at  a  given  risk  tolerance 
level  is  that  option  having  the 
lowest  risk-adjusted  cost. 

An  example  is  a  large  inte- 
grated oil  company  with  an  ex- 
perience of  720  property  damage 
claims,  both  open  and  closed, 
over  a  recent  three-year  period. 
The  average  severity  was 
$11,214,  with  a  maximum  pos- 
sible loss  per  occurrence  of  $2.5 
million.  The  expected  frequency 
was  240  occurrences  a  year  and 
the  expected  aggregate  loss  was 
$2,691,464. 

After  taking  into  account 
both  the  expense  of  self- 
insurance  and  the  premiums  for 
commercial  insurance  with  vari- 
ous deductibles,  risk  curves  were 
computed  and  plotted  for  a 
number  of  options.  They  in- 


WTry  risk  a  lot  for  a  little? 

Behind  all  methods  of  risk  analysis  is  some 
tried-and-true  economic  wisdom.  For  example, 
when  the  likelihood  of  loss  is  remote,  but  would 
be  severe  if  it  occurred,  both  theory  and  practice 
suggest  the  same  answer.  Insure. 


eluded  full  retention  of  the  risks 
by  the  company;  partial  reten- 
tion, with  a  large  deductible; 
and  full  coverage  by  commercial 
insurance.  The  results  indicated 
that  at  the  company's  risk  toler- 
ance level ,  the  preferable  option 
would  be  an  insurance  policy 
with  a  deductible  of  $1  million. 

Even  with  the  assistance  of 
techniques  such  as  these,  setting 
risk  retention  levels  remains  a 
subtle  and  sometimes  demand- 
ing process.  Risk  managers  have 
found  that  consultation  with  in- 
surance agents,  brokers,  and 
companies  providing  insurance 
products  as  well  as  self- insurance 
services  is  often  invaluable  in  ar- 
riving at  viable  solutions. 
*    *  * 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry  around 
the  world . 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  a  booklet  on  deter- 
mining risk  retention  levels, 
write  INA,  1600  Arch  Street, 
Philadelphia,  PA  19101. 

INIV 

The  Professionals 


[tpays  to  put  aGreyhound  in  your  computer  rooi 


Leasing  a  computer  system  is 
an  important  undertaking  for 
any  business.  Equally  important 
is  selection  of  the  leasing 
company  We  suggest  you  con- 
sider Greyhound  Computer 
Corporation. 

Greyhound  Computer  offers 
customers  a  full  range  of  the 
finest  computer  systems  and 
compatible  equipment.  And  with 
almost  20  years  experience,  our 


ability  to  custom-tailor  leases  to 
the  unique  requirements  of 
each  customer  is  unmatched. 

As  a  wholly-owned  subsidiary 
of  The  Greyhound  Corpora- 
tion, Greyhound  Computer  - 
and  its  customers  - 
benefit 
from  the 
financial 

stability  GREYHOUND 


and  resources  of  this  diversified 
organization. 

Greyhound  Computer  has  the 
equipment,  experience,  people 
and  resources  to  satisfy  all  your 
computer  requirements.  Call 
us  today  We'd  like 
to  show  you  all  the 
ways  it  pays  to  put  a 
Greyhound  in  your 
computer  room. 


COMPUTER  CORPORATION 

Professional  Computer  Leasing  800-528-6113 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


CONGRESSIONAL  CLAIRVOYANCE 

With  a  fanfare  of  publicity  trumpets,  the  Joint  Economic  Committee  of  Con- 
gress has  concluded  after  in-depth  study  that  our  current  recession  is  most  likely 
to  be  "mild"  but  it  could  "be  more  severe  than  is  generally  anticipated." 
These  politicos  are  now  sounding  just  like  economists. 

EVEN  OZ  WAS  NEVER  LIKE  THIS 


ie  sole,  overwhelmingly  sound  reason  for  Exxon  to  acquire 
ice  Electric  Co.  was  to  get  as  swiftly  and  widely  as 
|ible  the  oil  company's  newly  developed,  significantly  ener- 
iving  device  into  the  electric  motor  mainstream, 
what  do  those  (blip)  at  the  Federal  Trade  Commission  do? 


They  sue,  and  they  end  up  with  the  court  ruling — so  far — that 
Exxon  can  execute  this  giant  takeover,  but  only  if  it  doesn't 
market  the  energy-saving  motor  device  through  Reliance. 

Oh,  Mamma  mia!  mon  Dieu!  Gott  in  Himmel!  (or  any  other 
exclamation  of  incredulity  that  occurs  to  you). 


BAKER  AND  BUSH  CERTAINLY  COME  THROUGH 

rvel-headed  men,  reasonable  sensemakers  of  ability.  Talk-    risma,  it's  true.  Still,  that  didn't  turn  out  to  be  fatal  for  Jimmy. 
nth.  George  Bush,  it's  plain  that  this  man  is  most  able,       It's  nice  that  among  the  GOP  front-runners  there  are  no 
tiexperienced,  principled.  He  doesn't  exude  telegenic  cha-  bummers. 


IF  CARTER  BLOWS  IT 

he  meets  with  President  Ldpez  Portillo  next  weekend, 
xess  we'll  just  have  to  give  up  on  the  guy  as  a 
less  case. 

lat  a  waste  of  all  those  hours  he  and  his  grimly  determined 
have  spent  learning  Spanish  if  it  turns  out  they  can't 
iimunicate  in  the  most  elementary  way  with  our  so-conse- 
ltial  Mexican  neighbors. 

lr  country  and  Mexico  have  major  mutual  needs  that  can 
/iftly,  easily  reconciled.  Common  sense,  not  brilliance,  is 
It's  needed  to  break  through  the  senseless  chill  that  now 
[ails.  Geniality,  rather  than  genius,  will  do  the  trick.  Surely 
(Carter  has  a  bit  of  at  least  one  of  these  requisites? 
they  could  only  get  Schlesinger  down  to  plug  that  blown 
oil  well  the  way  he  plugged  the  energy  relations  between 
Itwo  countries,  that  problem  would  be  over  overnight.) 
\ith  our  gas  and  oil  needs  unmitigated,  and  Mexico's  huge 
)ly  of  both  unmeasurable,  how  can  Capitol  lunkheads  con- 


— AGAIN—- WITH  MEXICO 


tinue  doing  a  fan  dance  over  pricing?  We  talk  seriously  of  a  $15 
billion  (it'll  be  over  $20  billion  by  the  time  it's  done — if  it  is 
done)  gas  pipeline  from  Prudhoe  Bay  through  nearly  the  length 
and  breadth  of  Canada.  Do  you  realize  that  our  whole  invest- 
ment in  the  gas  industry,  pipelines  and  all,  in  this  country  to 
date  is  a  mere  $55  billion,  and  we're  talking  about  an  invest- 
ment of  a  third  of  that  amount  in  a  pipeline  4,800  miles  long 
versus  a  Mexican  line  only  70  miles  from  the  Texas  border? 

We  make  of  their  citizens  who  illegally  swarm  across  our 
border  to  get  jobs  picking  our  fruits  and  vegetables,  doing  our 
dirty  dishes  and  other  lowly  essential  service  chores  a  major 
source  of  friction  with  Mexico.  Why? 

What  an  enormous  problem  we'd  have  if  it  weren't  for  those 
illegal  aliens  bending  their  backs  to  jobs  scorned  by  us  Ameri- 
can gringos. 

Would  it  take  a  brain  of  disproportionate  proportions  to 
figure  out  that  we  could  reach  prompt  agreement  with  Mexico 
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on  the  number  and  conditions  and  length  of  employment  of 
these  needed  people  and  at  the  same  time  insure  every  U.S. 
citizen  who  wants  to  do  the  same  work  at  the  same  prevailing 
wage  first  crack  at  it?  The  only  sufferers  from  such  an  arrange- 
ment wouldn't  be  Mexicans  losing  such  jobs  (they  wouldn't — 
the  U.S.  claimants  would  remain  few),  but  those  who  exploit 
the  illegal  Mexican  workers,  paying  them  less,  depri-ving  them 
of  the  safeguards  and  securities  that  U.S.  law  requires. 

The  way  we're  going  now  we're  going  to  be  buying  Mexican 
oil,  and  probably  eventually  even  gas  through  the  Japanese  in 
exchange  for  the  Alaskan  oil  we  can't  utilize  to  the  maximum. 


; 


There  isn't  a  single  tough  problem  extant  between 
and  the  United  States.  To  repeat,  both  have  immeni 
totally  compatible  needs.  Each  can  satisfy  the  other 

If  Jimmy  Carter  could  do  the  impossible — and  he 
bringing  together  Israel  and  Egypt,  Sadat  and  Begin, is  it 
to  hope  he  can  bring  Mexico  and  the  United  States,  h 
and  President  Ltipez  Portillo  to  an  agreement  that  aches 
made,  to  solve  disagreements  that  are  glaringly  absurd? 

No  Gordian  knot  needs  cutting.  A  carelessly  tied  sh 
needs  untying.  All  that  takes  is  a  bit  of  bending  and 
ment's  patience. 


WHAT  GREAT  PICTURES! 

Imagery.  Imagination. 
Reality.  Creatively  illus- 
trative, germane  to  the 
editorial  subject  matter. 
Everything  one  wishes 
more  illustrations  were. 
The  photographer,  Mat- 
thew Klein,  and  those  re- 
sponsible at  New  York 
magazine  for  such  graph- 
ic graphics,  should  win 
all  sorts  of  accolades. 

WHEN  RUMORS  HURT,  HIT  BACK  HARD 


then 
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Major  makers  of  consumer  products  who  are  sometimes  hit 
by  vicious  rumors  shouldn't  lie  back,  but  should  whack  back 
the  way  Pop  Rocks  inventor  Bill  Mitchell  did.  His  pop-and- 
fizzle  candies  had  seen  explosive  sales  when  they  hit  the 
market.  From  somewhere  out  in  left  field,  though,  rumors 
began  that  they  "make  stomachs  explode"  and  (along  with 
everything  else)  "cause  cancer." 

Since  the  crackling  candy's  carbonation  is  identical  to  that 
in  soda  pop,  one  would  think  the  rumors  would  almost  self- 
destruct.  But  they  didn't. 

So  instead  of  ignoring  the  rumors  in  the  hope  they'd  go 
away,  the  67-year-old  inventor — and  General  Foods — in  his 
words,  "chose  to  conquer  them."  In  full-page  advertising  and 


reams  of  publicity  resulting  from  two-fisted  releases, 
successfully  did  just  that  and  sales  rebounded. 

Many  consumer  products  get  hit  this  way  from  time  to 
Remember  the  rumors  about  the  bubble  gum  that  was 
posed  to  contain  spider  eggs?  The  "earthworms"  in  fasl 
hamburgers?  It  is  rarely  spontaneous  combustion  that 
sales-destructive  rumors;  rumor-planting  is  rumored  to 
successful  shady  business. 

Since  wishing  won't  make  nasty  rumors  go  away,  blal 
them  openly  is  the  best  strategy.  The  publicity,  in  additii 
creating  understanding  and  sympathy,  helps  further  the 
lie's  awareness  of  the  product  and,  more  often  than  not 
turn  up  instead  of  seeping  down. 


OH,  HOW  RIGHT  YOU  ARE,  MR.  HERRSCHER 


Writes  the  former  president  of  an  Arizona  construction 
company: 

"While  I  enthuse  with  you  over  the  fact  that  something  is 
finally  going  to  be  done  about  blighted  urban  areas,  I  cannot 
help  but  wonder  why  the  cities,  which  are  'finding  ways  to 
give  tax  abandoned  properties,  free  of  cost,  to  those  who'll 


restore  'em'  (Fact  and  Comment,  Aug.  6),  couldn't  have 
ways  to  allow  the  original  owners  to  keep  them. 

"People  who  worked  and  saved  and  invested  in  these  pre 
ties  were  rent-controlled  and  taxed  until  they  had  to  abai 
them.  A  little  foresight  would  have  averted  this  kind  of  a 
in  the  first  place." 


OIL  COMPANY  VILLAINS  AT  IT  AGAIN 


It's  these  evil  oil  giants  all  over  again.  Their  gas  stations  are 
flourishing  these  days,  while  independent  gas  stations  are 
failing  right  and  left. 

You  see,  among  the  weird  mass  of  gas  price  regulations 
there's  one  forbidding  oil  companies  to  price  their  gas  in 
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relation  to  its  costs.  The  independent  dealer  is  alloweo 
however,  and,  to  survive,  has  to  charge  more.  So  his 
prices  are  higher  than  the  oil  giants'. 

Under  government  orders,  the  Goliaths  are  slaying  Da 
with  every  gallon  sold. 
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ome  corporate  chieftains.  When  Forbes  annual- 
le  June  1 1  issue  this  year)  compiles  these  figures, 
riably  several  who  figure  in  the  Highs  object 
use  the  total  remuneration  gets  the  press  head- 
•  s.  The  nuances,  involving  bonuses  and  increased 
k  price  that  result  only  from  executive  perfor- 
ice,  are  rarely  explained, 
few  others  enjoy  the  ego  trip  provided  from 
ing  the  CEO  remuneration  parade. 

at  the  most  delightful  reaction  came  from  that  ebullient, 
jue  achiever  who  topped  this  year's  list — Harry  A.  Merlo, 


TOP  SALARIES  ARB  TOUCHY  TOPICS 


chairman  and  president  of  Louisiana-Pacific  Corp. 

"Forbes'  recent  article  about  my  being  the  most 
highly  paid  executive  took  me  quite  by  surprise. 
Interestingly,  my  largest  shareholders  all  called  to 
compliment  me  on  being  number  one,  as  it  came  by 
virtue  of  stock  appreciation,  which  they  also  en- 
joyed, rather  than  a  generous  salary." 
Why  should  any  reasonable  person  quarrel  with 
executive  remuneration  that's  keyed  in  major  part  to  the 
growth  in  corporate  profits  and  the  market  price  of  sharehold- 
ers' shares? 


I  WISH  AIRLINE  PILOTS 

as  they  approach  destinations,  would  stop  saying,  "We'll  be  on  the  ground  in  a  few  minutes." 
Can't  they  say  "at  the  airport"  or  "on  the  runway"  instead? 


F  YOU'VE  MADE  YOUR  POINT 

let  it  go  at  that. 


IF  YOU  HAVE  A  MIND 

it  is  not  always  sane  or  safe  to  say  what's  on  it. 


THE  GERMAN  MARK  AND  OTHER  MYTHS 


By  M.S.  Forbes  Jr. 


lease 
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In  economics,  as  in  show  biz  and  poli- 
tics, images  are  often  more  important 
than  underlying  realities.  Examples 
abound. 

It  is  popular  among  economists  and 
jusinessmen  to  blame  a  large  share  of 
our  inflation  on  reckless  government 
spending  and  deficits.  The  reality  is 
something  quite  different. 

As  a  proportion  of  the  gross  nation- 
al product,  total  U.S.  government  (fed- 
eral, state  and  local)  spending  is  about 

the  same  as  supposedly  tigh 
Switzerland  and  20%  better  than  that 
of  Germany. 

Government  deficits?  In  recent 
years,  the  U.S.  has  posted  one  of  the 
finest  records  in  the  western  world. 
As  only  a  handful  of  observers,  such  as 
Paine,  Webber  consultant  William 
Cates,  point  out,  everyone  has  been 
concentrating  on  the  federal  budget's 
shortfalls,  overlooking  surpluses  run 
up  by  the  state  and  local  governments. 

In  1977,  while  the  federal  deficit 
was  $48.1  billion,  state  and  local  sur- 
est;  pluses  were  $29.6  billion,  leaving  a  net 
deficit  of  $18.5  billion  or  only  1.1%  of 
GNP.  In  1978  U.S.  government  bud- 
gets were  virtually  in  balance;  the  net 
!  deficit  was  $1.6  billion.  This  year,  we 
might  achieve  a  small  surplus. 
An   applaudable   trend,  everyone 
j  would  say.  Yet,  within  that  period, 
the  rate  of  inflation  in  the  U.S.  has 
almost  tripled. 

Germany  is  always  held  up  as  a 
nation  that  knows  how  to  handle  its 
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finances.  True,  the  Federal  Republic 
has  racked  up  tremendous  balance-of- 
payment  surpluses  and  has  an  envi- 
able rate  of  inflation  compared  with 
ours.  But  that  record,  it  seems,  has 
little  to  do  with  sound  fiscal  and  mon- 
etary policies. 

Germany  has  been  running  its 
money  presses  at  a  faster  clip  than 
the  U.S.'  for  at  least  five  years.  Gov- 
ernment spending,  proportionately, 
has  been  consistently  higher.  And 
government  deficits  have  been  much 
larger,  too. 

In  1976,  for  instance,  deficits  as  a 
percent  of  GNP  were  3.6%  in  Ger- 
many, 2.1%  in  the  U.S.  Last  year, 
while  our  accounts  were  almost  in 
balance,  Germany's  red  ink  was  2.7% 
of  GNP,  equivalent  to  over  $60  billion 
in  the  U.S. 

Switzerland's  deficits  in  the  past 
two  years  have  also  exceeded  ours. 

Germany's  economy  is  still  por- 
trayed as  a  powerhouse,  but  since 
1972  our  real  average  economic 
growth  rate  has  been  higher. 

And  Switzerland?  Its  economy  has 
yet  to  reach  the  size  it  was  in  1973. 
Talk  about  stagnation!  The  Swiss 
have  paid  dearly  for  the  popularity  of 
their  currency. 

Monetarists  No  Better 

The  popular  monetarist  school  of 
economics  wears  blinders  as  well. 
Monetarists  say  that  our  torrid  infla- 
tion is  the  result  of  too  much  money 
chasing  too  few  goods.  That  idea  ap- 
pears sound  and  simple  and  there  is 
undoubtedly  some  validity  to  it.  Yet 


the  money  supply  of  Japan,  Switzer- 
land and  Germany  in  the  past  two 
years  has  been  growing  faster  than 
ours,  and  their  rates  of  inflation  con- 
tinue to  be  lower. 

Although  they  don't  like  to  discuss 
it  in  public,  monetarists  are  facing  a 
rather  difficult  problem  these  days: 
What  is  money? 

The  traditional  measures  have  been 
made  increasingly  unreliable  by  the 
revolution  taking  place  in  the  finan- 
cial world:  the  growth  of  NOW  ac- 
counts, money  market  funds,  non- 
bank  lending  institutions,  the  Euro- 
dollar market,  repurchase  agreements, 
even  food  stamps.  Monetarists  are 
busily  concocting  new  definitions. 
Simplicity  has  turned  into  incredible 
complexity. 

The  St.  Louis  Federal  Reserve  Bank, 
a  bastion  of  monetarism,  likes  to  say 
its  Adjusted  Monetary  Base  is  as  good 
a  tool  as  any,  and  many  economists 
would  agree. 

Yet  since  1971  the  annual  growth 
rate  of  the  base  has  fluctuated  be- 
tween 7.3%  and  9.4%,  not  much  of  a 
variation.  You  would  never  know  that 
during  this  time  there  were  violent 
swings  in  the  rate  of  inflation,  in  the 
rate  of  economic  growth. 

John  Maynard  Keynes  once  said,  "If 
economists  could  manage  to  get 
themselves  thought  of  as  humble, 
competent  people,  on  a  level  with 
dentists,  that  would  be  splendid!" 

That  age  of  splendor,  alas,  is  appar- 
ently as  far  away  today  as  it  was  in 
Keynes'  time. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Where  Are  We? 

After  Jimmy  Carter's  visit  to  Vienna 
for  the  signing  of  SALT  U,  all  of  the  U.S. 
embassy  staff  in  the  Austrian  capital  re- 
ceived notes  from  White  House  Staff  As- 
sistant Dan  Lee.  The  notes  were  a  nice 
touch,  but  the  contents  left  diplomats 
shaking  their  heads.  Wrote  Lee:  "Many 
thanks  for  your  help  with  the  arrange- 
ments for  the  President's  visit  to  Ger- 
many." — Time 

Cool  It 

A  typical  refrigerator  now  costs  maybe 
$400.  But  for  about  $450  you  can  buy  one 
that  uses  half  as  much  electricity.  That 
might  seem  trifling  until  you  note  that  in 
the  state  of  California  there  is  enough 
electricity  used  for  refrigerators  to  re- 
quire two  large  nuclear  plants  operating 
full  time.  Overall,  in  this  country  we're 
running  the  equivalent  of  20  large  nucle- 
ar plants  to  run  refrigerators.  So  if  every- 
body had  the  more  efficient  model,  we 
could  get  rid  of  ten  nuclear  power 
plants — just  with  this  one  little  thing. 
And  yet  you're  not  losing  benefits  or 
comforts. 

— Denis  Hayes,  director,  Solar  Energy 
Research  Institute,  Department  of 
Energy,  in  Life  magazine 

Buzz  Off 

With  the  possible  exception  of  man 
himself,  [the  mosquito]  bears  responsi- 
bility for  more  death  and  discomfort 
than  any  other  single  form  of  animal  life 
on  our  planet.  At  least  a  million  people 
still  die  each  year  from  mosquito-borne 
malaria,  and  millions  more  are  stricken. 

— Professor  Lewis  T.  Nielsen, 
National  Geographic 

An  Unneeded  Revolution 

"A  state  such  as  Kush  is  too  thin  to  be 
administered  except  by  gestures.  When 
we  effected  the  Revolution,  we  discov- 
ered a  strange  thing.  There  was  nothing 
to  revolutionize.  Our  Minister  of  Indus- 
try looked  for  factories  to  nationalize, 
and  there  were  none.  The  Minister  of 
Agriculture  sought  out  the  large  land 
holdings  to  seize  and  subdivide,  and 
found  that  most  of  the  land  was  in  a  legal 
sense  unowned.  There  was  poverty  but 
no  oppression;  how  could  this  be?  There 
were  fishing  villages,  peanut  farmers, 
mammy  markets,  goats,  elephant  grass, 
camels  and  cattle  and  wells.  We  dug 
deeper  wells,  that  we  could  do,  and  that 
proved  a  disaster,  for  the  herds  then  did 
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not  move  on  but  stayed  until  the  grass- 
land around  the  wells  had  been  grazed  to 
dust.  We  sought  to  restore  autonomy  to 
the  people,  in  the  form  of  citizens'  coun- 
cils and  elections  with  pictographic  bal- 
lots, but  they  had  never  surrendered 
autonomy  in  their  minds." 

— Colonel  Ellellou  in  The  Coup, 
by  John  Updike 

Temper  Is  Litter 

It  was  my  daughter  who  first  suggested 
to  me  that  bad  temper  was  a  form  of 
public  littering,  and  indicated  that  she 
would  as  soon  have  a  casual  acquaint- 
ance drop  her  dirty  Kleenex  on  her  as  her 
foul  language  and  ill-humor. 

— Dr.  Willard  Gaylin,  Feelings 

Facing  Up 

A  king's  face  is  the  work  of  centuries, 
of  chromosomes  bartered  and  mated  and 
fought  over  by  ministers  and  armies. 
Juan  Carlos  has  the  long  Bourbon  nose 
but  was  luckily  spared  the  prognathous 
Habsburg  jaw  and  protuberant  lower  lip. 
At  41  he  is  a  good-looking  man,  except 
when  he  smiles.  The  expression  does  not 
come  naturally  and  does  not  flatter  him. 
He  has  survivor's  eyes.  .  .  .  When  he 
laughs,  it  sounds  like  sobbing. 

— Christopher  Buckley,  Esquire 

Dont  Ask  Questions 

"You  have  never  done  any  Latin  be- 
fore, have  you?"  [the  master]  said. 
"No,  Sir." 

"This  is  a  Latin  grammar."  He  opened 
it  at  a  well-thumbed  page.  "You  must 
learn  this,"  he  said,  pointing  to  a  number 
of  words  in  a  frame  of  lines. 

Mensa  a  table 


Mensa  O  table 

I  [12-year-old  Winston  Churchili 
quired,  ".  .  .  what  does  O  table  mea\ 

"O  table — you  would  use  that  ii 
dressing  a  table,  in  invoking  a  ta| 
And  then  seeing  he  was  not  carryin) 
with  him,  "You  would  use  it  in  spe^ 
to  a  table." 

"But  I  never  do,"  I  blurted  out  in 
est  amazement. 

"If  you  are  impertinent,  you  wi 
punished,  and  punished,  let  me 
you,  very  severely,"  was  his  conch 
rejoinder. 

— The  Old  School 
by  Jonathan  Gathorne-H 


/  love  being  a  writer.  Wht 
cant  stand  is  the  paperwor 

Peter  De \ 


El 


Happily  Too  Late 

It  is  no  accident  that  the  indusl 
revolution  took  place  in  late  18th 
tury  England.  It  was  a  period  of  n 
mum  government.  The  industrial  rev 
tion — perhaps  the  most  important  si 
event  in  human  history — seems  to  1 
occurred  without  the  English  gov 
ment  even  noticing.  By  the  time  it  d 
was  too  late;  happily — otherwise 
would  probably  have  stopped  it. 

— historian  Paul  Johr 
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Political  Thanks 


[Teddy  Roosevelt]  himself  had  goni 
the  men  he  would  soon  castigateJWS 
malefactors  of  great  wealth,  seeking  c 
tributions  for  his  1904  reelection 
paign,  and  .  .  .  they  had  raised 
$300,000.  Once  he  was  back  in  office 
loosed  his  Bureau  of  Corporations 
them  in  a  gesture  that  appeared  so 
grateful  that  Henry  Frick  said, 
bought  the  son  of  a  bitch,  but  he  di« 
stay  bought." 

— The  Rockefell 
by  Peter  Collier  and  David  Horov 


"Seasonally  adjusted,  I'm  just 
about  where  I  was  25  years  ago. 


Porter!  Porter! 

When  [fashion  designer]  Karl  Lagerl 
takes  off  for  a  two-week  business  trip 
takes  at  least  ten  suitcases,  all  custc 
made  at  Goyard.  There  is  one  case  for 
favorite  books;  one  case  for  40  sh 
three  cases  for  suits  (18  of  them,  and 
made  by  Carracini  in  Milan);  one  case 
shoes;  one  case  for  toilet  articles,  pent 
and  the  like;  one  case  for  accoutremer 
including  one  dozen  collar  pins,  watcl 
and  manicure  sets;  one  case  for  50  ti 
underwear  and  sleepwear.  .  .  .  "Hav 
houses  all  over  the  world,  with  a  wai 
robe  in  each,  is  the  best  idea,"  says  Ral 
Lauren. 

FORBES,  OCTOBER  1, 
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DOES  YOUR 
ENT-A-CAR  COMPANY 

COME  AS 
FULLY  EQUIPPED? 


in:: 


rtz  #1  Club- faster 
lan  the  computer* 

rtz  #lClub  is  the 
's  fastest  way  to  rent 
When  you  join,  we 
lie  few  simple  facts  we 
tabout  you  on  file.  So 
you  get  to  the 
er,  your  rental  agree- 
is  already  filled  out. 
u  never  have  to  wait 
id  for  a  computer  to  fill 
gaps  about  you,  like 
o  with  some  rent-a-car 
anies.  Just  show  your 
card,  license,  sign, 
o.  You'll  be  heading  for 
nr  while  people  at  other 
ers  are  still  standing 
ad  tapping  their  fingers, 
rtz  Express  Car  Return  - 
ister  than  the  counter, 
ng  in  line  at  some  counter, 
lg  to  return  your  car,  is  a 
ation  you'll  never 
inter  with  Hertz  Express 
leturn.  If  you're  a  charge 
mer,  all  you  do  is  jot  down 
las  level  and  mileage,  and 
he  rental  agreement  in 
xpress  Return  Box. 
"mail  your  statement 
ime  day,  so  even 


So  many  locations  that 
wherever  you're  going,  we 
probably  beat  you  there. 

We  don't  make  you  go  out  of 
your  way  to  get  to  where  we 
are.  Because  we'll  already  be 
where  you  are.  We  have  more 
suburban,  airport,  and 
downtown  locations  than 
anyone  else  -  over  4,000 
locations  in  over  110  countries. 

No  other  rent-a-car  company 
extends  itself  this  much. 

So  many  cars,  we  rent 
one  every  three  seconds. 
Hertz  has  more 
cars  than  anyone  in 


From  subcompacts  right 
up  to  Continentals.  Even 
Broncos,  vans,  and 
trucks. 

So  even  at  the  busiest 
times  of  year,  we  can  have 
a  car  for  you  long  after 
other  rent-a-car 
companies  have  nothing 
but  apologies. 
More  to  offer  you  than 
good  luck  on  the  road. 
If  you  lose  your  keys  or 
need  help  of  any  kind, 
Hertz  is  the  only  rent-a-car 
company  that  offers  you 
nationwide  Emergency  Road 
Service  24  hours  a  day.  Even  if 
you're  miles  from  nowhere, 
we'll  get  there. 

As  you  can  see,  the  features 
that  are  standard  with  Hertz 
are  well  above  the  standards  of 
other  rent-a-car  companies. 

So  why  rent  from  people  who 
supply  you  with  little  more  than 
just  wheels,  when  Hertz  gives 
you  all  the  extras? 


2xpense  report  won't  ffgffag 


)t  waiting. 


makes  and  models. 


OFF 
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WHERE  WINNERS  RENT* 

HERTZ  RENTS  FORDS  AND  OTHER  FINE  CARS 


Hertz 

CREDIT  CARD 

FOR  WORLDWIDE  RESERVATIONS 

CALL  TOLL  FREE 

800-654-3131 

NAME 

TITLE 

COMPANY  NAME 

COMPANY  ADDRESS  CITY 

STATE  ZIP 

Please  send  me  the  r- ■  individual 

following  information:  1 — 1  MEMBERSHIP 

TELEPHONE 

1 — I  CORPORATE 

I— 1  BUSINESS  ACCOUNT 

Mail  to:  HERTZ  CORPORATION,  P.O.  BOX  904 

MADISON  SQUARE  STATION,  NEW  YORK.  N  Y  10010. 


For  as  long  as  there  has  been  a 
Vienna,  there  have  been  writers 
trying  to  put  it  into  words. 

Some  gems  out  of  the  past  in- 
clude: 

"A  never-ending  festival  of  life." 

"A  living  museum  of  wonder." 

"Where  the  angels  go  on  holiday." 

And  now  Ms.  Freud  comes  along 
with  late  20th-century  introspection 
and  reminds  us  of  the  deeper  aspects 
of  Vienna's  personality. 

Which  is  not  too  surprising  con- 
sidering that  Nicolas  lineage  in- 
cludes great-grandfather  Sigmund. 

Yet  in  the  spirit  of  Ms.  Freud's 
observation,  could  you  ever  again 
lift  a  glass  of  wine  without  stirring 
memories  of  an  evening  of  music  in 
an  ancient  wine  cellar  three  stories 
below  the  city  of  Vienna? 


Or  not  reflect  on  values  as  you 
study  a  line  of  youngsters  camped 
out  in  an  overnight  wait  for  standing 
room  tickets  to  an  opera? 

Or  not  realize  you  have  an  inner 
voice  as  something  tells  you,  "why 
not ..."  as  you  join  a  table  of  Viennese 
at  lunch.  On  pastries.  Nothing  but 
pastries. 

However,  we  do  hasten  to  point 
out  that  over  32,216  square  miles  of 
Austria  are  not  in  Vienna. 

And  there's  so  much  variety  and 
contrast  throughout  our  country 
you'll  be  forced  to  make  choices  as 
with  few  other  places  in  this  world. 

Which  will  also  tell  you  some- 
thing about  yourself. 

There's  Salzburg,  Innsbruck  and 
Graz. 

The  AJps,  the  Danube,  the  steppes 


of  Burgenland. 

The  music,  the  opera,  the  con- 
certs, the  festivals. 

And  a  past  that  has  merged  into 
the  present  to  provide  all  the  amen 
ties  one  expects  in  this  modern  wor 
yet  all  of  the  civilities  one  misses. 
It's  time.  And  it's  easy. 
Swissair,  the  airline  of  the  Alps 
and  representing  Austrian  Airlines 
is  your  logical  choice. 

Just  give  them  a  call  or  see  your 
local  travel  agent. 

Meanwhile,  we'd  be  happy  to  sei 
you  some  enticing  brochures  on  th 
"Jewel  Box  of  Europe".  Drop  us  a  1 
Austrian  National  Tourist  Office 
Dept.J..  545  Fifth  Ave.,  N.Y.,  N.Yj 
10017. 


A\ 


AUSTRIA 
## 


"You'll  know 
yourself  better  after 
Vienna?' 

Nicola  Freud 
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HYATT    REGENCY    N  ASHV \\_LE 


How  a  hotel  that  runs  on  garbage  turned  out  to  be 
a  sweet  investment. 

There's  a  Hyatt  Hotel  in  Nashville,  much  time  in  them  while  checking    deal  for  you  and  your  company's 

Tennessee,  where  engineers  have  real  estate  investments  around  earnings, 

figured  out  a  way  to  use  garbage  to  the  country.  Just  call  your  local  Prudential 

power  the  hotel's  air  conditioning        Prudential  is  always  looking         Real  Estate  Investment  Office,  / 

and  heating  systems.That  keeps  to  buy  office  buildings,  shopping      or  contact  Brian  J.  Strum, 

the  guests  cool  in  summer,  warm  centers,  industrial  and  other  20  Prudential  Plaza,  Newark, 

in  winter.  It  also  keeps  the  hotel  standing  income-producing  New  Jersey  07101,(201)  877-7530. 

owners  happy  year-round.  One  of  properties,  large  or  small.  / 
those  owners  is  Prudential.  If  you've  got  some  real  estate,     //^^\  _#      mt  m 

Prudential  Real  Estate  represent-  it  could  be  valuable  to  Prudential.  ( /mu^  riTifffiifTi^i 

atives  may  have  a  warm  spot  But  what's  more  imDortant.  it         \lnwtrM  *  *  %M%M\jMMlt%M* 
for  hotels  because  they  spend  so 


much  time  in  them  while  checking 
real  estate  investments  around 
the  country. 

Prudential  is  always  looking 
to  buy  office  buildings,  shopping 
centers,  industrial  and  other 
standing  income-producing 
properties,  large  or  small. 

If  you've  got  some  real  estate, 
it  could  be  valuable  to  Prudential. 
But  what's  more  important,  it 
could  turn  out  to  be  a  very  sweet 


Forbes 


nnecott  Copper  produces  huge  amounts  of 
Id  and  silver  but  the  soaring  prices  aren't 
ing  it  much  good  this  year. 


A  sale  too  soon 


By  Jefferson  Grigsby 


P  ENNECOTT     COPPER     CORP.  prO- 

L duces  more  gold  than  any  other 
U.S.  mine  except  Homestake 
Ing  Co.,  and  Homestake  should  have 
(good:  While  it  costs  Homestake  at 
|  $176.25  to  extract  a  single  ounce  of 
precious  metal,  Kennecott's  gold  is  a 
[al  cost-free  by-product  of  its  copper, 
[about  90%  of  the  revenues  flow  di- 
|y  to  pretax  profits, 
p  average,  for  every  ton  of  copper  it 
luced  last  year,  Kennecott  recovered 
It  two-thirds  of  an  ounce  of  gold  and 
iinces  of  silver  from  the  sludge  at  the 
pm  of  the  refining  process — as  well 
bating  off  the  top  34  pounds  of  mo- 
enum,  another  metal  whose  price 
been  soaring.  These  by-products  are 
pportant  that  metals  analyst  William 
jenburg  of  Smith  Barney,  Harris 
am  no  longer  considers  Kennecott  a 
er  company  but  "a  specialty  metals 
beer  with  a  copper  by-product."  In 
J  year's  second  quarter,  for  example, 
Henburg  estimates  that  about  half  of 
ecott's  $64  million  in  operating 
ts  came  from  metals  other  than  cop- 
Most  of  the  rest  of  its  profits  came 
Carborundum  Co.,  the  big  maker  of 
ives  for  which  Kennecott's  now-de- 
d  management  grossly  overpaid  in 
.  Copper  itself  accounted  for  only 
t  $10  million — about  30  cents  a 
pretax  and  pre-interest. 
ure  it  out:  A  ton  of  copper  has  re- 
y  been  selling  for  about  $1,840,  but 
ery  one  produced  last  year,  on  aver- 
ere  what  would  be  at  current  prices 
t  $225  worth  of  gold,  $123  worth  of 
r  and  $408  worth  of  molybdenum, 
ose  production  ratios,  if  Kennecott 
ereiy  break  even  on  the  copper,  it 


Kennecott's  Barrow 
One  of  those  golden  opportunities. 

could  net  on  average  $756  for  every  ton 
of  copper  it  refines.  Since  the  company  is 
now  producing  about  400,000  tons  of 
copper  a  year,  it  could  then  be  netting 
$302  million,  or  $9.12  a  share,  from  by- 
products alone. 

Kennecott  will  have  a  better  year  in 
1979  than  in  recent  years.  It  can't  miss. 
It  averaged  about  83  cents  a  pound  for  its 
copper  in  the  first  half,  vs.  61  cents  last 
year — and  the  price  is  now  in  the  90s. 
But  Kennecott  won't  be  reaping  much  of 
a  bonanza  from  the  sky-high  prices  of 
gold  and  silver.  Here's  why:  Last  year 
Kennecott  sold  322,079  ounces  of  gold 
and  4.5  million  ounces  of  silver,  but  in 
each  case  about  a  third  of  it  was  what  the 
company  calls  "in-process" — still  in  re- 


fining. Normally,  it  would  have  been  re- 
fined and  sold  in  due  course — most  of  it 
this  year.  But  Kennecott  wanted  the  addi- 
tional $25  million  that  extra  gold  and 
silver  added  to  pretax  income  in  1978.  In 
short,  it  sold  short  against  its  own  inven- 
tory. This  wasn't  hedging;  it  was  sheer 
necessity.  Committed  to  a  stiff  capital 
spending  program  by  its  able  new  Chair- 
man Thomas  D.  Barrow  (Forbes,  Apr. 
30),  and  deeply  in  debt,  it  simply  needed 
the  cash  and  this  seemed  an  easy  way  to 
get  it.  As  a  result  of  this  forward  selling, 
however,  it  received  only  $195.92  an 
ounce  for  the  gold  and  $5.05  for  the  sil- 
ver. Had  it  waited,  it  could  have  earned 
an  extra  $23  million  pretax  this  year. 
And  with  much  of  this  year's  production 
already  sold,  Kennecott  now  expects  to- 
tal gold  and  silver  sales  to  be  less  than 
half  1978's.  Through  the  first  half  their 
contribution  to  pretax  income  was  down 
by  $25  million. 

Compared  to  the  disarray  in  which  it 
found  itself  barely  a  year  ago,  Kennecott 
is  a  model  of  purpose  these  days.  Barrow 
has  settled  a  messy  proxy  fight  with  Cur- 
tiss-Wright  and  is  steadily  straightening 
out  management.  A  Free  World  inven- 
tory glut  that  stood  at  1.7  million  tons  of 
refined  copper  at  the  end  of  1977  is  fast 
diminishing.  As  it  does,  copper  prices, 
down  to  51  cents  a  pound  in  the  last 
recession,  have  been  rising  steadily,-  and, 
all  other  things  being  equal,  every  penny 
adds  at  least  14  cents  a  share  to  Kenne- 
cott's earnings.  Result:  For  the  first  half, 
Kennecott  earned  $1.64,  up  from  the  15 
cents  per  share  for  all  of  1978;  for  the  full 
year,  it  should  earn  $3.10  to  $3.60. 

Kennecott  has  tremendous  assets.  It 
was  once  a  great  company  and  may  be- 
come so  again.  Its  new  management  is  a 
vast  improvement  over  the  old.  However, 
bulls  and  bears  alike  agree  there  will  prob- 
ably be  a  dip  in  copper  prices  next  year — 
Kidder,  Peabody's  Robert  Hageman  ex- 
pects them  to  average  around  80  cents  or 
lower.  If  that  happens  Kennecott  will 
need  all  the  help  it  can  get  next  year  from 
gold  and  silver.  So  Tom  Barrow  is  keeping 
his  fingers  crossed.  No,  this  time  Kenne- 
cott isn't  planning  to  sell  forward  to  reap 
today's  prices  for  next  year's  production. 
If  gold  and  silver  continue  to  rise,  Barrow 
should  be  sitting  pretty  next  year  with  a 
cushion  against  declining  copper  prices; 
but  if  precious  metal  prices  collapse,  Ken- 
necott will  find  itself  whipsawed  out  of  a 
nice  windfall  profit.  ■ 
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Suddenly,  the  $63  billion  credit  union  indus- 
try is  in  trouble,  a  victim  of  high  interest  rates, 
and — of  all  things— federal  regulation.  • 


Join  the  club 


By  Michael  Kolbenschlag 

Chairman  J.  Alvin  George  of  the 
Credit  Union  National  Associ- 
ation ought  to  be  a  very  happy 
man.  On  Sept.  20  George  gathered  some 
600  of  his  most  powerful  credit  union 
cronies  at  the  Hilton  in  Washington  to 
put  the  finishing  touches  on  a  monu- 
mental lobbying  effort  in  behalf  of  the 
credit  unions'  right  to  offer  share-draft 
checking  accounts.  The  banks  have 
fought  a  tough  battle  against  the  com- 
petitive share  drafts,  and  a  federal  ap- 
peals court  declared  them  illegal,  but 
George  and  the  over  40  million  Ameri- 
can credit  union  members  have  all  but 
insured  that  when  Congress  passes  judg- 
ment on  share  drafts,  the  credit  unions 
will  have  won. 

But  George,  who  has  been  at  the  helm 
of  the  credit  union  association  since  last 
May,  is  hardly  the  gloating  victor.  For 
while  the  business  press  is  proclaiming 
that  once  more  credit  unions  have  car- 
ried the  day,  George  isn't  paying  atten- 
tion to  his  press  notices.  He  knows  that 
share  drafts  is  only  the  first  of  many 
battles  to  come  as  he  and  his  members 
face  Up  to  a  hailstorm  of  challenges  that 
could  well  put  an  end  to  America's  low- 
cost  alternative  to  the  banks.  George  has 
trouble  being  philosophical  about  credit 
union  problems.  "Philosophy  is  great, 
but  if  you're  dead  what  good  is  philos- 
ophy?" he  questions. 

At  first  glance  it  would  seem  that 
George  has  little  reason  for  his  pessi- 
mism. The  credit  union  system— with 
$63  billion  in  assets  and  a  growth  rate  of 
more  than  15%  last  year — is  bigger  than 
ever.  And  while  the  credit  unions  are  still 
dwarfed  by  the  U.S.  banking  system, 
they've  shown  they  are  quite  capable  of 
playing  David  to  the  banks'  Goliath.  In 
1969,  for  example,  credit  unions  made 
only  8'/2%  of  all  U.S.  auto  loans.  In  1978 
that  figure  was  up  to  19%.  Credit  unions 
beat  the  banks  to  the  60-month  new-car 
loan,  and  potentially  compete  for  up  to 


CUNA  Chairman  Al  George 
"What  good  is  philosophy?" 

30%  of  the  retail  banking  business  of 
even  the  largest  banks.  Ralph  Nader, 
with  a  natural  affinity  for  any  organiza- 
tion that  purports  to  be  "nonprofit,"  has 
called  upon  credit  unions  to  lead  the  na- 
tion to  the  "consumer  economy." 

Historically,  credit  unions  have  been 
the  most  unimpaired  and  unregulated  fi- 
nancial institutions  around.  They  don't 
even  have  to  pay  income  taxes — which 
just  has  to  make  them  unique.  But  Nader 
may  have  to  seek  out  some  other  hero, 
for — despite  their  growth  and  good  in- 
tentions— credit  unions  are  in  deep  trou- 
ble. The  problem  is  one  of  both  liquidity 
and  legislation.  In  street  language  that 
means  they're  short  on  cash  and  prevent- 
ed by  the  government  from  doing  any- 
thing about  it.  This  is  not  a  role  they're 
used  to. 

According  to  Lawrence  Connell,  the 
less-than-beloved  chairman  of  the  Na- 
tional Credit  Union  Administration,  av- 
erage loan-to-share  ratios  of  credit 
unions  are  up  sharply  from  88%  to  89% 
in  the  recent  past  to  a  whopping  97%. 
What  that  means  is  that  they  have  lent 


out  97%  of  their  deposits,  leaving 
3%  as  a  reserve  against  withdrawa 
emergencies.  Credit  unions  are  ci| 
such  a  fine  edge  between  what  the 
in  as  deposits  and  what  they  give 
loans  that  Connell  has  introduced  i 
5%  liquidity  reserve  requirement  fc 
federally  insured  credit  union  with 
of  more  than  $2  million  and  a  share 
program. 

Like  a  juggler  with  a  half-dozen  ba 
the  air,  Connell  is  also  launching  i 
central  liquidity  facility  which,  d 
its  paltry  proposed  size  of  $300  mi 
would  attempt  to  backstop  any 
union  with  liquidity  problems.  Aj 
has  taken  action  to  prevent  credit  ui 
from  liberally  interpreting  their 
raising  prerogatives  in  a  frantic  s 
for  more  money. 

But  the  basic  problem  confronting 
credit  unions  has  nothing  to  do 
Connell.  It's  the  sheer  cost  of  mone 
a  congressionally  imposed  ceiling 
prohibits  federal  credit  unions 
charging  more  than  12%  interes 
loans.  Stephen  O.  Barden  is  general 
ager  of  the  Los  Angeles  County  Em 
ees  #11  Federal  Credit  Union,  wi 
$93  million  in  assets  and  36  millioi 
positors  put  it  among  the  biggest  c 
unions  in  the  U.S.  Says  Barden,  "] 
prime  rate  is  below  10%,  a  credit  i 
can  make  it,  but  once  it  crosses  W°A 
can't  do  it  anymore.  It  has  been 
10%  for  a  year  now." 

Because  of  the  12%  ceiling,  B 
says,  his  credit  union  has  had  to  cut 
on  lending  by  putting  ceilings  on 
loans,  asking  for  higher  down  paymi 
putting  an  end  to  real  estate  loans 
abandoning  plans  to  sell  home  mortj 
in  the  secondary  market.  Barden  ii 
manager  of  a  big  financial  institui 
He's  got  as  many  ceramic  tiles  and 
tains  as  any  big  bank  and  he's  kee 
expand  his  little  empire.  But  he 
now,  and  in  complaining  about  the 
stacks  he  sounds  like  the  most 
bound  of  commercial  bankers.  The 
emy,  he  declares  heatedly,  is  fe 
"overregulation."  And  like  the  most 
mudgeonly  of  private  businessmen 
den  has  decided  to  sue  the  bastards 

In  conjunction  with  the  Califc 
Credit  Union  League  and  the 
Mesa    Municipal    Employees  Fet 
Credit  Union,  Barden  has  brought 
against  federal  regulator  Connell 
specific  charge  is  that  ConnelPs  n: 
against  credit  unions  borrowing 
any  source  and  paying  competitive 
is  unfair.  "There  are  a  lot  of  indivic 
out  there  who  view  a  loan  to 
unions  at  9%  or  10%  as  a  good  conse 
tive  investment,"  says  a  spokesma 
the  League.  "But  if  we  can  only  pay  a 
equal  to  the  share  certificate  levels  oi 
or  so,  what  person  in  their  right 
would  lend  us  money?" 

The  ruling  has  already  cut  the 
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eiviii  :  credit  unions  deeply.  Alan  Elrod,  a 
er  schoolteacher  and  secretary-trea- 
of  the  $130  million  (assets)  Califor- 
attktpeachers  Federal  Credit  Union,  says 
Connell's   decision  has  literally 
luted  d  out  this  cash  avenue  for  his  credit 
n.  "Some  12  months  ago  we  had  $14 
on  in  certificates  of  indebtedness," 
ys.  "Today  we  have  zero." 
>nnell  in  Washington  agrees  that  for 
irst  time  in  many  years  the  statis- 
show  a  shift  in  consumer  credit 
?  from  the  credit  unions.  It's  slight 
ir,  and  it  may  have  several  explana- 
but  it's  caught  the  attention  of 
aell  and  the  credit  unions,  who  are 
dy  worried  about  an  annual  growth 
which  may  not  exceed  10%  for 
And  if  it  were  only  business  drib- 
;  away  it  wouldn't  be  so  bad.  But  it's 
Credit  unions  are  now  routinely  de- 
ing  on  credit  lines  from  banks  to 
ve  the  cyclical  liquidity  crunches 
cannot  avoid.  James  Koury,  a  vice 
dent  for  the  California  Group  of  Se- 
y  Pacific  National  Bank  in  Los  An- 
says  that  last  year  his  bank  alone 
ided  over  $100  million  to  California 
t  unions  that  overextended  their 
portfolios  and  got  into  a  jam. 
me  people  believe  the  situation  is 
One  source  close  to  the  credit 
n  movement  predicts  that  two  big 
credit  unions  of  more  than  $100 
on  in  assets  could  go  belly-up  this 
Another  banker  confirms  that  at 
one  of  these  monster  credit  unions 
deep  trouble.  Even  among  the 
der  credit  unions,  there  is  a  real 
tion  as  to  whether  their  relatively 
phisticated    and    often  part-time 
agements  can  handle  the  current 
2  of  problems.  "I  think  it  is  inevita- 
n  the  new  environment  in  which 
it  unions  operate  that  a  disaster  like 
in  Franklin  National  will  happen, 
:he  resulting  flood  of  regulation  will 
the  typical  small  operation,"  says 
R.  Segerstrom,  a  Harvard  M.B.A. 
is  president  of  the  Pendleton  Bank- 
To.  in  Pendleton,  Ore. 
George  and  a  special  credit  union 
mittee  are  mounting  a  proposal  that 
d  ask  Congress  to  remove  the  12% 
g  and  allow  federal  credit  unions  to 
upward  as  many  state-chartered 
ns  have  already  done.  But  if  they 
charging  bank  rates,  then  what  ad- 
age will  they  have  over  banks?  Says 
ry  of  Security  Pacific,  "Credit  unions 
low  involved  in  a  learning  process, 
they  are  at  a  turning  point  in  their 
)ry.  They  have  entered  the  arena  of 
petition  as  true  financial  institu- 
Credit  unions  have  come  a  long 
Torn  that  small  room  in  the  plant  in 
een  the  rest  rooms  and  the  cafete- 
Phey  have  always  wanted  to  become 
;  and  more  like  banks,  so  it's  the  old 
:  If  they  can't  stand  the  heat,  they'll 
togetoutof thefinancial kitchen.  ■ 


For  Japans  Sumitomo  Bank,  a  writeoff  that 
might  have  wrecked  an  American  bank  was 
just  part  of  the  price  of  leadership. 
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"...  he  disliked  the  uncouth  Osaka 
narrator,  the  embodiment,  it  seemed 
to  him,  of  certain  Osaka  traits  that  he, 
born  and  reared  in  Tokyo,  found  high- 
ly disagreeable,  a  sort  of  brashness, 
impudence,  forwardness,  a  complete 
lack  of  tact  when  it  came  to  pushing 
one's  personal  ends." 

— Junichiro  Tanizaki, 
Some  Prefer  Nettles 

By  Kathleen  K.  Wiegner 

Ichiro  Isoda,  president  of  Sumitomo 
Bank,  breaks  into  a  broad  smile 
when  asked  whether  his  bank's  base 
in  Osaka,  Japan's  second-largest  city, 
rather  than  in  Tokyo,  gives  it  its  particu- 
lar style.  Sumitomo's  $62  billion  in  as- 
sets makes  it  Japan's  third-largest  city 
bank  (behind  Dai-lchi  Kangyo  Bank  and 
Fuji  Bank,  both  Tokyo-based),  but  for 
years  Sumitomo  has  been  Japan's  most 


\ 


innovative  and,  until  recently,  its  most 
profitable.  One  of  13  "city  banks"  that 
serve  as  the  backbone  of  the  Japanese 
financial  system,  Sumitomo  has  the 
reputation  of  being  the  best-managed — 
and  the  one  with  its  eyes  most  firmly 
fixed  on  the  bottom  line. 

"So  you  know  about  Osaka  mer- 
chants," laughs  Isoda,  clearly  delighted 
to  explain  what  the  Japanese  call  gam- 
etsui,  the  aggressive,  mercantile  atti- 
tude of  Osakans  that  made  the  city  a 
major  business  center  even  in  the  19th 
century,  and  that  today  seems  to  set  it 
apart  from  the  more  urban  mores  of  To- 
kyo. In  Osaka,  when  people  meet,  in- 
stead of  saying  "good  morning"  they  say 
"mokari  makka,"  which  means,  "How 
are  your  profits?"  "Osakans  are  more 
businesslike,  more  practical,  work  hard- 
er and  are  more  forward,"  continues 
Isoda.  "Maybe  it  is  similar  in  the  U.S.  to 


Sumitomo  Bank's  President  Ichiro  Isoda 
Behind  the  decorum,  a  history  of  innovation 
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banks  in  New  York  and  banks  in  Texas," 
says  Isoda,  all  but  donning  boots  and  a 
ten-gallon  hat. 

Isoda's  job,  since  he  assumed  the  presi- 
dency in  1977,  has  been  to  use  all  the 
Osaka  spirit  he  can  muster  to  restore 
Sumitomo  to  its  former  place  as  a  profit 
leader.  The  bank  lost  that  title  in  1977 
when  it  came  to  the  rescue  of  Ataka  & 
Co.,  a  Japanese  trading  company  that  was 
about  to  go  bankrupt.  As  one  of  Ataka's 
primary  lenders,  Sumitomo  wanted  to 
protect  not  only  Ataka's  creditors,  but 
Japanese  "face"  as  well.  It  tried  to  merge 
Ataka  with  the  far  bigger  C.  Itoh,  another 
trading  company,  but  C.  Itoh  balked  until 
Sumitomo  agreed  to  assume  the  burden  of 
Ataka's  debts — and  took  a  writeoff  at  the 
end  of  fiscal  1977  that  would  have  stag- 
gered any  bank — American  included.  It 
came  to  $509  million. 

Isoda,  who  at  the  time  the  Ataka  affair 
began  was  the  bank's  deputy  president, 
and  who  lost  over  ten  pounds  while  the 
decision  was  being  made,  takes  full  re- 
sponsibility for  the  costly  rescue.  But 
even  today  he  clearly  feels  uneasy  about 
the  social  role  the  bank  assumed,  unusual 
even  for  a  Japanese  corporation.  "We  cal- 
culated the  risk,"  says  Isoda,  "and  I  told 
Shozo  Hotta  (then  Sumitomo's  chair- 
man) we  could  manage  without  hurting 
anyone  outside  the  bank.  Fortunately  it 
has  turned  out  to  be  true."  But,  adds 
Isoda,  "Ataka  could  never  be  repeated  by 
anyone." 

With  Ataka  behind  it,  Sumitomo 
clearly  has  a  good  shot  at  becoming  num- 
ber one  again  in  profitability.  Its  consoli- 
dated net  income  for  fiscal  1978  rose 
56.9%  over  the  previous  year  (to  $147 
million).  While  profits  in  the  second 
quarter  of  the  year  ending  Sept.  30  will  be 
down,  owing  to  a  valuation  loss  on  gov- 
ernment bonds,  Sumitomo's  competi- 
tors, all  of  whom  are  required  (like  Sumi- 
tomo) to  have  big  government  bond 
holdings,  will  experience  the  same 
downturn.  Although  it  is  a  leader  among 
Japanese  banks,  looked  at  by  U.S.  stan- 
dards, Sumitomo's  profitability  is  not 
very  rich.  It  earned  only  0.24%  on  assets 
last  year,  about  half  what  Citibank  and 
Bank  of  America  did.  Its  return  on  equi- 
ty, 8.4%,  was  poverty-level  by  compari- 
son with  Citicorp's  13.3%  or  BankAmer- 
ica's  14.7%.  In  Japan,  banks  are  treated 
like  public  utilities,  with  their  lending 
rates  held  low  to  keep  the  economy 
growing.  For  example,  the  prime  rate  in 
Japan  is  currently  5.5%,  while  interest 
payable  on  one-year  time  deposits  is  6%. 

From  its  founding  in  1895,  Sumitomo 
has  been  in  the  forefront  of  changes  in 
banking  and  has  been  able  to  make  the 
most  of  those  changes.  It  got  in  early  on 
Japan's  booming  consumer  economy 
when  it  became  the  first  Japanese  bank 
to  offer  consumer  loans,  in  1960.  Like 
most  Japanese  banks  then,  Sumitomo 
was  ovcrloaned  to  provide  the  capital 


needed  to  rebuild  Japan's  postwar  indus- 
try. Nevertheless,  Sumitomo  began  offer- 
ing consumer  auto  loans.  It's  that  spirit 
that  got  Sumitomo  where  it  is  today. 

Along  with  standard  services,  such  as 
Visa  credit  cards  and  yen  traveler's 
checks,  Sumitomo  offers  completely 
automated  teller  systems  in  many  banks, 
which  give  out  cash,  accept  deposits  and 
can  even  detect  forged  bills.  Good  credit 
risks  with  cash  loan  cards  can  use  the 
tellers  to  get  unsecured  loans  of  almost 
$2,300  and  the  machines  keep  the  long- 
est banking  hours  of  any  Japanese  bank. 
"We  used  to  consider  personal  retail 
banking  only  as  a  source  of  deposits," 
says  Isoda.  "But  it  has  also  become  a 
source  of  loans.  Big  business  can  now 
finance  itself  not  only  here,  but  abroad. 
Retail  banking  is  not  as  efficient,  but  we 
can  keep  better  gross  margins  than  by 
clinging  to  traditional  business." 

Sumitomo  was  also  the  first  Japanese- 
bank  to  expand  overseas,  paving  the  way 
for  its  international  growth  in  the  1970s. 
Its  foreign  exchange  operations  date 
back  to  1898  and  in  1916  it  opened  over- 
seas branches  in  San  Francisco,  Shanghai 


The  star  in  Sumitomo's  over- 
seas crown  is  Sumitomo  Bank, 
of  California,  which  with  $1.5 
billion  in  assets  ranks  as  the 
tenth-largest  bank  in  Califor- 
nia. In  late  1977  the  bank 
nearly  doubled  its  branches 
when  it  bought  19  offices  from 
the  Bank  of  California. 


and  Bombay.  Since  the  early  1970s  Sumi- 
tomo has  been  active  in  international 
merchant  banking  ventures,  including 
its  highly  profitable  venture  with  Finan- 
cier Credit  Suisse  and  First  Boston  Inc., 
which  is  70%  owned  by  Sumitomo. 
Called  Sumitomo  Finance  International, 
the  venture  is  active  in  underwriting  se- 
curities as  well  as  mergers  and  acquisi- 
tions. Sumitomo  has  also  been  aggres- 
sively participating  in  Euro-currency 
syndicated  loans,  and  in  January  of  this 
year  was  the  lead  bank  in  a  syndicate- 
that  raised  $125  million  for  Pcmex,  the 
Mexican  national  oil  company. 

The  star  in  Sumitomo's  overseas 
crown  is  Sumitomo  Bank  of  California, 
which  with  $1.5  billion  in  assets  ranks  as 
the  tenth-largest  bank  in  California. 
Since  1974,  assets  at  the  California  bank 
have  increased  88%  and  net  income  has 
gone  up  almost  50%.  In  late  1977  the 
bank  nearly  doubled  the  number  of  its 
branches  when  it  bought  19  offices  from 
the  Bank  of  California,  so  that  today  its 
45  branches  are  well  positioned  to  serve 
not  only  the  Sunbelt  but  also  the  Pacific 
Basin,  both  high-growth  areas. 

"If  you  look  at  our  network  of  offices 
internationally,"  says  Isoda,  "we  are  the 
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best-organized  Japanese  bank, 
Bank  of  Tokyo.  More  of  our  ho] 
future  profit  is  in  the  internationa 
sion.  We  were  the  first  Japanese  bi 
open  a  representative  bank  in  Mi 
which  doesn't  allow  branch  office! 
now  Mexico  has  become  very  attr; 
to  all  foreign  banks." 

In  July  Isoda  reorganized  the  h 
structure,  setting  up  six  groups,  th 
which  will  be  profit  centers.  For  t 
ternational  division  he  plans  a  m: 
overseas  training  program  to  senc 
ployees  to  gain  international  cxpei 
either  by  sending  them  to  Harvard 
ness  School  or  to  work  in  New  Yor 
the  past,  our  main  business  in  New 
and  London  has  been  with  Japanese 
ing  firms,"  explains  Isoda.  "Now  th 
changed  and  we  have  to  raise 
breed  of  staff." 

While  Isoda,  66,  is  not  the 
breed"  he  intends  to  nurture,  he 
radical  departure  from  his  predeq 
the  aristocratic  Shozo  Hotta,  who 
imperiously  as  "Pope"  Hotta  at  S 
tomo  from  1952  until  he  retired  t 
position  of  honorary  chairman  in 
Some  critics  argue  that  Hotta's 
boys'  club"  attitudes  led  to  bank  loa 
social  acquaintances  who  were  hea 
their  own  companies,  without  con 
ing  the  risks.  The  problems  with  loal 
Ataka  and  also  to  Toyo  Kogyo  (Fo 
Sept.  17)  were  the  result. 

Isoda  was  something  of  a  dark 
candidate  even  though  he  was  in 
mental  in  both  the  Ataka  rescue  and 
of  Toyo  Kogyo.  His  pursuit  of  the 
tinctly  un-Japanese  sport  of  rugby  di 
his  college  days  (he  even  marriec 
sister  of  one  of  his  team  memj 
makes  him  stand  out  in  the  Jap, 
banking   community.   From  the 
Isoda  set  an  egalitarian  tone,  puttin 
wall  posters  throughout  the  bank  ui 
employees  to  come  in  and  talk  til 
over.  This  "open  door"  policy  was  si 
with  only  his  name — not  his  title 
gestures  are  rare  in  hierarchical  Japai 
Japanese  banking  is  governed  by 
laws  and  rulings.  Restrictions  on  bra 
ing,  for  example,  are  much  tighter 
in  the  U.S.  If  Japan's  restrictive  ban 
laws  are  liberalized,  and  there  are  mi 
in-  that  direction,  Isoda  believes  Si 
tomo  will  more  easily  be  able  to  sho 
innovative  spirit.  "We  have  been  loo 
forward  to  liberalization,"  says  l\ 
frankly.  "Each  bank  will  then  speci 
and  in  our  case  we  look  forward  tc 
panding  international  business." 

"Isoda  does  not  regret  the  past 
looks  to  the  future,"  says  one  of  his 
ployees,  meaning  it  as  the  highes 
compliments.  If  that  doesn't  sount 
you  like  much  of  a  compliment,  then 
don't  know  much  about  Japanese  rj 
ness,  which  is  efficient  but  terribly 
bound.  Isoda  and  Sumitomo  are  anyt 
but  hidebound.  ■ 
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?  problem  of  recycling  petrodollars  isn't 
nfined  to  Arab  states.  Consider  the  ugly 
arrel  now  unfolding  in  Canada. 
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"Petrodollars  are 
rewriting  our 
federal  system" 


By  Paul  Gibson 
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MAJOR  ROW  OVER  ENERGY  PRICES  IS 

now  flaring  across  the  border  in 
Canada,  a  row  so  fraught  with 
ntial  for  angry  sectional  politics  as  to 
hadow,  at  least  for  now,  the  prob- 
of  Quebec  separatism, 
ithin  its  borders,  Canadian  oil  sells 
13.75*  a  barrel.  By  decree  of  the 
al  government  in  Ottawa,  that  price 
to  rise  another  $1  in  January.  Oil 
ucers  in  western  Canada,  energeti- 
seconded  by  the  provincial  govern- 
in  Alberta,  think  that's  too  little, 
-    ate;  they  want  Canada's  oil  price  to 
a  lot  closer  to  $20  a  barrel  within 
lext  12  months  and  reach  the  world 
— now  $27 — soon  after.  Oil-short 
am;  iinces  in  the  East  regard  the  demand 
nit:  extortionate,  something  one  expects 
OPEC,  perhaps,  but  surely  not  from 
•k  is  own  countrymen, 
j  l  mpers  are  rising  on  the  issue.  Since 
a  i>,  Alberta  Provincial  Treasurer  Lou 
{dman  claims,  Alberta  has  in  effect 
idized  eastern  Canada  to  the  tune  of 
z  $15  billion  by  supplying  oil  and  gas 
ss  than  the  world  price.  Meantime, 
snaps,    "Ontario's  manufacturers 
ge  us  more  for  goods  than  we'd  pay 
reat  Falls  [Montana]  if  there  were  no 
:  >rt  duties.  We're  fed  up." 
istern  Canadians  profess  to  see  more 
money  at  stake.  In  Calgary  in  Au- 
at  a  special  meeting  of  the  Canadi- 
*ar  Association  on  energy,  Ontario 
mcial     Treasurer     Frank  Miller 
led  that  the  fierce  campaign  that  is 
being  waged  by  western  Canadians 
igher  oil  and  gas  prices  could  pose  "a 
and  severe  threat  to  national  unity." 
d  Miller:  "Petrodollars,  not  constitu- 
al  lawyers,  are  rewriting  our  federal 
,  !  em." 

aught  in  the  middle  of  the  row  and 
;d  to  referee  is  Joe  Clark,  Canada's 
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ollar  figures  are  in  Canadian  dollars,  tl  Canadi- 
'  16  cents  U.S. 


Esso  Plaza  in  downtown  Calgary 
Boom  times  in  the  "oil  patch." 

newly  elected  prime  minister.  Clark, 
who  hails  from  High  River,  Alberta,  be- 
came Canada's  first  western-born  prime 
minister  in  the  election  last  May.  In  Ot- 
tawa, ironically,  his  minority  Progres- 
sive Conservative  government  must  rely 
heavily  on  Ontario  party  members  to 
stay  in  power.  Neither  party  doctrine  nor 
party  discipline  can  insure  that  support  if 
he  favors  western  interests. 

The  prospect  of  losing  their  energy 
subsidy,  grim  in  itself,  comes  at  a  bad 
time  for  both  eastern  manufacturers  and 


consumers.  The  latest  economic  report 
of  the  Conference  Board  in  Canada  pre- 
dicts heavy  economic  weather  ahead  for 
Ontario  and  Quebec.  The  board  forecasts 
real  growth  in  1980  advancing  by  less 
than  1%  at  best.  In  sharp  contrast,  the 
board's  economists  so  far  this  year  have 
thrice  had  to  revise  their  forecast  upward 
for  Alberta,  where  the  economy  shows 
no  signs  of  faltering.  Their  current  pre- 
diction: 4.6%  real  growth  in  1980,  one  of 
the  strongest  performances  expected. 

Any  price  hike  is  certain  to  be  expen- 
sive. Each  $1  a  barrel  increase  effectively 
takes  $1  billion  a  year  out  of  the  pockets 
of  Canadian  consumers,  with  roughly 
one-third  coming  from  the  Ontario  econ- 
omy. That's  equivalent,  says  Ontario's 
Miller,  to  raising  his  provincial  sales  tax 
from  7  cents  to  8  cents. 

Higher  energy  charges  will  also  cost 
the  federal  government  dearly.  Canada 
operates  a  complex  system  of  equaliza- 
tion subsidies,  with  the  richer  provinces 
making  payments  via  Ottawa  to  the 
poorer  provinces.  A  major  shift  in  energy 
prices,  says  Miller,  could  turn  Ontario, 
until  recently  the  largest  contributor  to 
the  equalization  fund,  into  a  "have-not" 
province  eligible  for  federal  aid. 

In  its  112-year  history  as  a  nation, 
power  and  wealth  in  Canada  have  re- 
sided firmly  in  the  East,  principally  in 
Ontario  and  Quebec,  which  between 
them  still  contain  two-thirds  of  Canada's 
23  million  population  and  all  but  19  head 
offices  of  Canada's  100  largest  compa- 
nies. Now  there's  mounting  evidence 
that  the  power  center  is  shifting.  These 
days  it  is  the  West  that's  flourishing, 
buoyed  by  cheap  hydropower  in  Manito- 
ba, bumper  grain  and  potash  supplies  in 
Saskatchewan  and  a  strong  forest  prod- 
ucts market  in  British  Columbia. 

Albertat  in  particular,  with  its  copious 
natural  resources,  sees  itself  as  Canada's 
new  powerhouse  and  is  flexing  its  mus- 
cles. Perched  on  the  edge  of  the  prairies 
with  the  snowcapped  Rocky  Mountains 
running  along  its  western  border,  Alberta 
is  the  fourth  largest  of  Canada's  ten  prov- 
inces in  size  (255,285  square  miles)  and 
population  (2  million).  Almost  as  vast  as 
Texas  but  with  about  as  many  people  as 
West  Virginia,  Alberta  supplies  over  70% 
of  Canada's  fossil  fuels,  much  of  its 
wheat,  meat  and  honey. 

Truly  there  is  a  taste  of  honey  about 
life  in  Alberta  today.  Roughly  every  sev- 
enth job  created  in  Canada  is  in  that 
province  (more  than  double  the  rate  jus- 
tified by  its  population).  The  average 
family  income  has  tripled  in  a  decade  to 
an  estimated  $23,000.  Unemployment 
for  those  prepared  to  work  is  virtually 
unknown.  Nowhere  is  Alberta's  bubbling 
good  fortune  more  evident  than  in  Cal- 
gary, where  nearly  five  million  square 


^Created  a  province  in  1905  and  named  for  Princess 
Lotttie  Caroline  Alberta  daughter  of  Queen  Victoria 


1ES,  OCTOBER  1,  1979 


37 


feet  of  office  space  is  currently  under 
construction.  As  financial  consultant  Art 
Carson,  himself  newly  arrived  from  Win- 
nipeg, puts  it,  "This  is  a  town  of  new- 
comers and  where  new  wealth  is  com- 
monplace" (see  box,  />.  40). 

Alberta  has  been  riding  the  energy 
boom  since  1947  when  Exxon  Corp.'s 
Imperial  Oil  subsidiary  discovered  a  huge 
gusher  at  Leduc,  18  miles  southwest  of 
Edmonton,  the  provincial  capital.  To 
compete  against  then-abundant,  dirt- 
cheap  Middle  Eastern  crude,  Alberta's 
fledgling  oil  industry  needed  subsidies 
from  the  East,  which  eventually  ran  into 
the  hundreds  of  millions  of  dollars.  Since 
1973  it's  been  different,  with  the  value  of 
Alberta  hydrocarbon  production,  even  at 
lower  than  world  prices,  quadrupling  to 
some  $12  billion  annually. 

Any  U.S.  state — or  even  Washington 
for  that  matter — would  envy  the  ways  in 
which  Alberta  can  extract  and  control 
money  from  its  energy  industry.  The 
provincial  government  decides  when  and 
how  minerals  within  the  province  will 
be  exploited.  More  important  still,  it 
owns  95%  of  the  mineral-bearing  land 
within  its  boundaries.  Thus  the  govern- 
ment first  accumulates  vast  sums  by  sell- 
ing off  the  rights  to  explore  and  drill  or 
mine  its  properties  and  then  collects 
even  larger  amounts  in  the  form  of  royal- 
ties from  any  oil,  natural  gas  or  coal 
produced.  Roughly  40  cents  out  of  every 
$1  in  natural  resource  revenues  ends  up 
in  the  provincial  treasury.  In  contrast, 
Texas  gets  6  cents  (on  oil  and  gas  only). 

From  $1.3  billion  in  1974,  Alberta's 
take  from  its  natural  resources  has 
soared  to  almost  $4  billion  this  year  and 
likely  will  top  $6  billion  in  1980.  About 
all  that  stands  between  Alberta  and  an 
even  bigger  bonanza  is  that  thus  far  Otta- 
wa has  kept  a  tight  lid  on  exports.  There 
are  signs  the  National  Energy  Board,  the 
watchdog  on  such  matters,  may  at  least 
allow  more  natural  gas  exports.  What's 
happened  is  that  a  huge  discovery,  the 
Elmworth-Deep  Basin  has  been  made 
outside  Grande  Prairie  in  northwestern 
Alberta.  The  find  is  conveniently  close  to 
existing  pipelines  and  is  compared  in 
size  to  the  Panhandle's  Hugoton  discov- 
ery; it  could  contain  50  trillion  cubic  feet 
of  natural  gas,  enough  to  double  Canada's 
existing  known  reserves. 

With  over  half  Alberta's  annual  bud- 
getary needs  covered  by  natural  resource 
revenues,  Alberta  boasts  the  lowest  per- 
sonal income  tax  rates  in  Canada  and  is 
the  only  province  with  neither  sales  nor 
inheritance  taxes.  Last  spring  it  slashed 
income  taxes  for  small  businesses  to  5% 
and  handed  over  $1  billion  to  its  munici- 
pal governments  so  they  could  reduce 
their  debts  and  lower  property  taxes. 

Not  surprisingly,  some  50,000  new- 
comers pour  into  Alberta  each  year, 
mainly  from  eastern  Canada.  What  stops 
Alberta  from  becoming  Canada's  lotus 


land?  "Our  winters,"  replies  Hyndman. 
"To  put  it  constructively,  they  are  crisp 
and  invigorating  but  hardly  conducive  to 
hippies." 

Since  197 1  Alberta  has  been  run  by  the 
right-wing  Progressive  Conservative  par- 
ty under  Premier  Peter  Lougheed.  When 
Lougheed,  a  ruggedly  handsome  former 
Edmonton  Eskimo  halfback,  went  to  the 
polls  for  the  third  time  last  March,  his 
party  won  an  overwhelming  74  out  of  79 
seats  in  the  legislature.  Lougheed  took  it 
as  a  firm  mandate  to  keep  on  generating 
more  revenues  from  the  oil  patch,  and 
not  to  hand  them  out  to  voters  as  his 
opponents  urged. 

"Sure  we  could  write  a  check  and  dis- 
tribute all  the  monies,"  says  Hyndman, 
"but  that  would  be  like  giving  an  enor- 
mous party  and  ending  up  with  a  mas- 
sive hangover."  Instead,  in  1976,  in  what 
seemed  a  prudent  move  at  the  time,  the 
Lougheed  government  set  up  a  special 
fund  to  reinvest  its  enormous  new  rev- 
enues and  to  create  wealth  for  the  next 
generation  as  the  present  one  used  up  the 
province's  nonrenewable  resources.* 
"We  looked  at  what  happened  in  Alaska 
and  all  the  other  places  which  had  a 
sudden  influx  of  oil  wealth,"  explains 
Hyndman,  who  administers  the  fund. 
"We  saw  that  each  had  wasted  a  wonder- 
ful opportunity  to  build  for  the  future 
because  they  didn't  have  a  plan." 

Instead  of  pouring  the  money  into  the 
state  budget,  as  Alaska  did,  for  example, 
during  the  early  days  of  its  Prudhoe  Bay 
bonanza,  Alberta  each  year  skims  30%  of 
the  natural  resources  income  and  puts 
the  money  into  a  provincial  piggy  bank, 
grandly  labeled  the  Alberta  Heritage  Sav- 
ings Trust  Fund.  By  year's  end  the  fund 
will  have  assets  of  close  to  $6  billion.  By 
1983,  if  the  province  wins  out  on  its 
demands  for  higher  prices  and  more  ex- 
ports, the  kitty  could  easily  reach  $30 
billion. 

Enter  Ottawa  and  the  Ontario  provin- 
cial government.  Ontario  is  also  ruled  by 
right-wing  politicians  but,  unlike  Alber- 
ta, it  has  a  minority  government  whose 
popularity  has  been  waning  for  over  a 
decade  and  which  could  go  to  the  polls 
next  spring.  To  woo  voters,  Ontario  is 
trying  to  take  a  leaf  out  of  Alberta's  book. 
It  wants  the  federal  government  to  set  up 
a  national  heritage  fund.  This  national 
fund,  as  Ontario's  Miller  explains  it, 
would  collect  excess  or  windfall  profits 
from  both  the  energy  companies  and  the 
energy-rich  provinces  and  redistribute 
the  funds  among  consumers  hardest  hit 
with  soaring  heating  bills  and  other  ener- 
gy-related costs.  Later,  it  would  reinvest 
any  surpluses  in  energy  projects  to  lessen 
Canada's  needs  to  import  oil.  Critics  dis- 
miss the  scheme  as  a  crude  election  ploy. 


'If  anything,  Canadians  are  ei>en  less  cousenation- 
minded  than  Americans:  Tljeir fter  capita  consumption  of 
all  energy  has  about  doubled  since  1960 
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Dominated  by  tbe  626-foot  Calgaty  1 
At    top,    Calgary    residents  th 


Given  the  state  of  the  Canadian  e 
my,  it's  a  ploy  that  may  well  win  v< 
For  its  part,  the  national  govern 
in  Ottawa  is  maneuvering  toward  a 
promise.  Later  this  fall,  Prime  Mil 
Clark  is  expected  to  unveil  a  plan  a 
ing  energy  prices  to  rise  much  fj 
perhaps  by  $4  a  barrel  this  year.  But 
would  be  a  kicker.  In  return,  the 
energy-producing  provinces  must  b> 
pared  to  accept  some  share-the-w 
plan  on  a  national  scale.  The  best  1 
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I  but  smaller  forerunner  of  Toronto's,  Calgary's  skyline  bursts  over  the  Alberta  prairies 
cular  new  downtown  developments.  On  the  way:  Bank  of  Montreal's  planned  57-story  tower. 


'  Ottawa  will  insist  they  loan  windfall 
nues  to  the  federal  government  at  a 
interest  rate  for  investment  in  prov- 
s  hardest  hit  by  rising  fuel  costs, 
iwa  would  in  effect  hold  the  monies 
rust  and  return  them  later.  Such  a 
;  would  avoid  constitutional  issues  by 
ing  the  provinces  in  charge  of  their 
urces,  but  it  would  stop  the  rest  of 
ada  from  being  pushed  further  into  a 
ssion. 

ke  most  compromises,  alas,  this  one 

IFS  OCTORFR  1  1979 


contains  a  major  flaw.  As  yet  nobody  has 
successfully  learned  how  to  handle  the 
reinvestment  of  all  those  billions  of  pet- 
rodollars. Consider  the  performance  of 
the  Alberta  Heritage  Fund.  When  it  was 
set  up,  the  idea  was  that  Alberta  would 
act  as  a  source  of  seed  money  for  the 
development  of  new  industries  that 
would  lessen  the  province's  dependence 
on  energy  and  create  a  diversified  indus- 
trial base.  The  fund's  performance  has 
been  less  than  startling.  It  has  put  up 


money  for,  among  other  things,  a  set  of 
textbooks  describing  Alberta's  history, 
three  provincial  parks,  some  small  air- 
port terminals,  a  number  of  irrigation 
projects  and  medical  research.  But  aside 
from  sinking  almost  half  a  billion  dollars 
into  the  Syncrude  project,  the  province's 
long  troubled  scheme  for  converting  tar 
sands  into  oil,  Hyndman  and  his  advisers 
have  played  safe,  putting  the  bulk  of  the 
funds  cither  into  government  agencies, 
such  as  telephone,  bousing  and  a  munici- 
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Provincial  Treasurer  Hyndman 
"We'refed  up." 

pal  financing  corporation,  or  into  debt 
issues  of  other  provinces.  The  rest  they 
invested  mainly  in  marketable  securi- 
ties. Sniffs  Robert  Wisener,  a  Calgary 
stockbroker,  "It's  run  with  a  civil  service 
mentality." 

Would  Ottawa  or  Ontario  do  any  bet- 
ter? It's  doubtful.  Say  this  for  Alberta. 
Apart  from  buying  a  regional  airline  early 
in  the  1970s,  it  has  kept  its  fingers  out  of 
the  private  sector  and  avoided  the  boon- 
doggles indulged  in  by  neighboring  Brit- 
ish Columbia  and  Manitoba  under  their 
former  socialist  governments. 

Alberta  has  also  kept  a  lid  on  inflation 
by  siphoning  off  so  many  dollars  into 
federal  short-term  paper  instead  of 
launching  a  building  spree  across  the 
province.  Lately  Alberta's  inflation  rate 
has  averaged  about  8%,  on  a  par  with  the 
Canadian  average. 

Why,  then,  is  Alberta  pushing  so  hard 
for  those  oil  and  gas  price  increases  at  a 
time  when  most  producers  are  reporting 
huge  increases  in  earnings  and  already 
have  larger  cash  flows  than  they  know 
how  to  spend?  The  answer  is  twofold. 
First,  Alberta  knows  from  bitter  experi- 
ence that  money  is  power  and  it  isn't 
about  to  let  its  newfound  wealth  slip 
eastward  if  it  can  help  it.  Many  Alber- 
tans  feel  they've  been  given  the  short 
end  of  the  stick  by  the  East  too  long.  As 
President  Ron  Southern  of  ATCO  Ltd.,  a 
$368  million  housing  and  drilling  com- 
pany, puts  it:  "You  might  say  Lougheed 
has  a  mandate  to  keep  the  money  here." 

Second,  as  Alberta  has  also  learned  the 
hard  way,  the  oil  and  gas  business  is 
fickle.  Explorers  and  developers  go  where 
the  money  is.  It  happened  just  five  years 
ago  when  Ottawa  and  Alberta  were  last 
fighting  over  tax  and  royalty  rights. 
Overnight  drilling  in  western  Canada 
ground  to  a  halt  as  the  industry  picked  up 
its  rigs  and  headed  south  to  Denver. 


Right  now  there  is  more  money  in  the 
Canadian  oil  patch  than  anyone  knows 
how  profitably  to  plow  back.  Yet  for  all 
its  recent  success  in  finding  convention- 
al oil  and  gas  wells,  Canada  is  losing  the 
energy  supply/demand  race.  At  present 
Canada  exports  some  200,000  barrels  of 
oil  daily  to  the  U.S.,  charging  up  to  $30  a 
barrel.  Against  that  Canada  imports  over 
400,000  barrels  into  its  eastern  refiner- 
ies, mainly  from  Venezuela  and  the  Mid- 
dle East,  for  which  it  pays  an  average  $19 
for  a  net  $1.4  billion  annual  deficit.  Last 
month,  however,  Canada  warned  the 
U.S.  it  may  eliminate  exports  as  demand 
escalates  in  eastern  Canada.  Canada 
must  speed  up  development  of  its  huge 
tar  sand  deposits  and  heavy  oil  reserves 
and  drill  deeper  into  the  Arctic  while 
building  fresh  pipelines  to  bring  these 
resources  to  market.  All  told,  according 
to  Dome  Petroleum,  the  industry  will 
have  to  spend  an  average  $12.5  billion  a 
year  for  each  of  the  next  20  years  to 
achieve  self-sufficiency.  That's  roughly 


double  what  it  spent  last  year. 

"This  isn't  a  temporary  boom  or 
bubble,"  said  Dome  Chairman  Jack 
lagher  when  Fokbes  asked  whetha 
berta  expansion  would  be  slowed  b 
North  American  recession.  "I  thii 
would  be  more  appropriate  to  say  t 
period  of  good  healthy  growth  isl 
getting  under  way."  Adds  Albertaj 
Trunk  Line  President  Robert  1 
"Ahead  I  see  Alberta  surpassing  e 
thing  in  Canada  and  becoming  its  ij 
financial  center  in  10  or  20  years'  ti 

One  indicator  that  such  western 
mism  may  not  be  misplaced:  Last ! 
mer  the  Bank  of  Montreal,  Cam 
third  largest  bank,  announced  plans 
57-story  tower  for  Calgary  that  one  j 
wag  claimed  would  be  the  tallest  buii 
between  Toronto  and  Tokyo.  Intq 
office  will  move  BofM  Chairman 
McNeil,  leading  a  local  bank  offio 
exclaim,  "I  think  this  province  fii 
has  come  of  age.  We  will  no  longs 
looking  eastward  for  all  our  decisionsj 


Millionaires  and  the  oil  patch 

What  is  happening  in  the  "oil  patch,"  as  Albertans  affectionately  dub  Calgail 
is  neatly  summed  up  in  the  life  and  times  of  one  Robert  W.  Lamond.  Lamoil 
left  his  native  Edinburgh  as  a  curly-haired,  chubby-cheeked,  freshly  graduatf 
geologist  in  1965  with  a  job  offer  from  Exxon's  Imperial  Oil,  the  promise  oi| 
paid  return  ticket  and  exactly  $82  in  his  pocket.  He  spent  the  next  eight  yea 
finding  hydrocarbons  for  Imperial,  then  Mesa  Petroleum  and  finally  a  loci 
independent  operator  before  launching  his  own  company,  Czar  Resources  Lt|| 
so  named  because  Lamond's  wife  thought  it  sounded  powerful  and  catchy. 

"What  I  did  was  quite  simple  and  not  imbued  with  any  mysticism,"  sail 
Lamond,  now  35,  and  still  curly-haired  and  chubby-cheeked,  recalling  how  b| 
flair  for  uncovering  natural  gas  and  oil  enabled  him  to  raise  many  millions 
dollars  in  tax-sheltered  drilling  funds  from  West  Germans  and  eastern  Canacl 
ans.  By  any  standard,  Czar  doesn't  rank  with  the  maiors,  but  it  already  hi 
found  a  plentiful  supply  of  hydrocarbons,  and  on  the  Toronto  Exchange  Czai| 
common  stock  is  valued  at  $90  million. 

Such  stories  are  a  common  spice  of  life  in  Calgary.  Like  the  tale  of  two  el 
Kerr-McGee  employees  who  quit  rather  than  return  to  Oklahoma  when  Kel 
cut  back  in  Canada  in  1974.  Instead,  they  too  became  independent  operato| 
and  uncovered  what  may  be  Canada's  largest  natural  gas  field  to  date. 

By  one  estimate  there  are  well  over  500  oil  and  gas  firms  registered 
Calgary.  Most  are  little  more  than  two-  or  three-men  operations,  but  all  a| 
confident  of  their  ability  to  get  rich  quick. 

In  a  corporate  suite  in  Calgary,  the  top  executive  of  a  largish  constructul 
firm  apologizes  for  keeping  a  Forbes  reporter  waiting.  "We  were  having  a  littl 
get-together,"  he  explains,  "so  I  could  hand  an  employee  a  check  for  doing  I 
especially  good  job."  Seems  the  man  had  turned  around  a  subsidiary  faster  th; | 
expected.  The  value  of  his  check?  Slightly  over  $1  million.  So  it  goes. 

Even  Calgarians,  however,  express  surprise  at  the  prices  fetched  in  son] 
recent  deals— for  example,  Dome  Petroleum's  paying  $640  million  to  Amari 
lo's  Mesa,  and  Denver's  Hamilton  Brothers'  getting  over  half  a  billion  dollal 
from  a  virtually  unknown  Vancouver  financier  for  its  western  Canadian  hoi f 
ings.  Too  rich?  "We're  telling  our  clients  to  exercise  caution  when  they  bil 
stocks  now,"  says  Calgary  stockbroker  Robert  Peters.  "You  can  no  longer  b\.\ 
anything.  You  must  be  selective." 

Few  in  the  oil  patch  believe  the  good  times  are  over  yet.  But  some  of  thoil 
newly  minted  millionaires  are  taking  the  precaution  of  turning  paper  profil 
into  more  substantive  holdings.  Broker  Peters,  for  example,  has  bought  thrtl 
ranches  and  300  head  of  cattle.  Robert  Lamond  recently  purchased  a  25-rooi| 
mansion  in  Calgary's  swank  Mount  Royal  section  for  a  reported  $750,000. 
worried  that  I  might  upset  the  Calgary  establishment  by  doing  that,"  confessel 
Lamond.  "But  then  I  realized  there's  not  much  old  money  here.  Only  imml 
grants  like  me."  — P-C| 
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What  a  man  serves  is  often  a  reflection  of  the  man. 
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The  symbol  of  imported  luxury.  Bottled  in  Canada, 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N.Y.C. 


.  lear  across  our  broad  line  of 
instruction  equipment  we're 
checking  more  machined 
sarts  more  closely  than  ever 
efore.  The  device  focusing 
n  quality  in  this  test  is  a  new 
ilectronic  three-dimensional 
measuring  machine. 

:  checks  the  accuracy  of 
jiachined  parts,  such  as  en- 
;ine  blocks,  probing  with  elec- 
onic  sensors  and  reporting 


the  results  instantly  on  a  com- 
puter screen  read-out.  This 
computer  age  workhorse  does 
it  faster  and  more  accurately 
than  any  unassisted  human 
inspector. 

The  measuring  machinefound 
a  home  at  Case  because  it's 
our  goal  to  pass  the  ultimate 
test— total  customer  satisfac- 
tion. That's  one  important  rea- 
son that  Case  is  the  second 


largest  construction  equip- 
ment manufacturer  in  North 
America.  Our  "Commitment  to 
Quality"  is  more  than  a  slogan. 
Quality.  We  are  doing  some- 
thing about  it. 


J I  Case 

A  Tenneco  Company 


loing  something  about  it. 


Tax  shelters  are  neither  de- 
vious nor  limited  to  the  very 
rich.  If  you're  in  a  50  percent  tax 
bracket,  you  should  consider 
investing  in  some  of  these. 

The  phrase  "tax  shelter"  con- 
jures up  images  of  Byzantine  legal 
arrangements  and  obscure  foreign 
companies.  It's  a  wrong  impression. 
In  fact,  the  phrase  itself  is  mis- 
leading. 

At  Merrill  Lynch,  we  prefer  to 


talk  about  tax  investments. 

We  mean,  simply,  investments 
that  can  provide  both  a  return  on 
your  capital  and  certain  meaningful 
tax  benefits.  If  the  investment  itself 
doesn't  seem  sound,  we  won't  have 
anything  to  do  with  it. 

Merrill  Lynch  specializes  in 
three  kinds  of  tax  invest 
ments  with  particularly 
favorable  risk/ reward  ratios: 
oil  and  gas  exploration,  real 


estate  equities,  and  the  leasing  of 
barges  and  railroad  rolling  stock 

Tax  investments  are  complex, 
generally  risky  and  certainly  not 
recommended  for  everyone.  Before 
plunging  in,  talk  with  a  Merrill 
Lynch  Account  Executive. 

Find  out  what  it  means  to  deal 
with  a  breed  apart. 

Merrill  Lynch 

A  breed  apart.  I 


Vipsed  by  Keynes  and  long  scorned  by  left-leaning  intellectuals, 
ledrich  A.  Hayek  in  the  autumn  of  his  life  is  experiencing  a  strong 
vival.  FORBES  interviews  the  master  of  free-market  economies. 


Wave  of  the  past? 
Or  wave  of  the  future? 


By  Lawrence  Minard 

t  v«>  icciv  the  forerunners  of  a  new 
Wff  dispensation,  we  were  not  afraid 

WW    of  an  ything 
Hjwas  1938  and  John  Maynard  Keynes 
Hj  reading  aloud  to  a  dozen  fellow 
■libers  of  his  Bloomsbury  set— aes- 

Bfcs,  scholars,  artists — some  lines 
H|  his  autobiographical  memoir,  My 
Hi  Beliefs.  Keynes'  Tfje  General  Theoiy  of 
^moyment.  interest  and  Money  was  now 
HL  years  in  public  hands  and  its  im- 
II  was  enormous.  In  the  lines  above, 
Hlies  was  talking  about  Bloomsbury, 
Hfcbout  the  book,  but  no  matter,  that's 
Hit  he  believed  in:  A  new  dispensation, 
Hly  an  elite  of  intellectually  beautiful 
Hlle  to  rescue  the  world  from  its  in- 
HJied  harmful  habits. 
Hlarting  in  Harvard's  economics  de- 
H|nent  and  with  the  American  New 
HI  as  a  laboratory  and,  soon,  World  War 
Hjeynes'  economic  doctrine  soon  con- 
Hied  the  world.  Its  message  was  com- 

■Ing:  By  simply  manipulating  overall 
Hlomic  demand,  a  government  could 
Hlrm  what  became  known  in  later 

Us  as  fine-tuning  the  economy.  No 
Wer  were  politicians  helpless  before  the 
Horable  twists  of  the  business  cycle,  no 

Her  were  they  limited  by  rigid  natural 
■I  in  what  they  could  deliver  to  the 

■Irs.     Economists — not  inexorable 

Us — were  in  charge.  Keynes  himself 
ldn't  recognize  much  of  what  is  done 
§'  V  in  nis  name,  but  there  is  no  doubt 
M  !  he  showed  economists  and  politi- 
ck' s  what  looked  like  the  way  to  run  the 

Ci  lomy  like  a  machine. 
{qI  fen  that  avowed  conservative  Rich- 
j  "<Jixon,  during  his  presidency,  capitu- 
1  to  the  interventionist  doctrine, 
j  i!  are  all  Keynesians  now,"  he  said. 
*  ixon's  timing  was  terrible.  When  he 
li  that,  Keynes'  star  was  already  wan- 
The  economist's  followers  had  no 
i  /ers  for  stagflation — in  fact  may 
ill  been  to  blame  for  it. 

lly  a  theory  replaces  a  theory,  how- 


ever. With  the  Keynesian  theory  crum- 
bling around  us,  is  there  an  alternative  to 
Keynes'  "new  dispensation"  for  looking 
at  the  world? 

Increasingly  these  days,  we  hear  about 
the  conservative  (or  neoconservative)  al- 
ternative to  Keynesian  economics.  But 
that  has  a  warmed-over  taste  to  it;  some- 
how it  doesn't  satisfy.  Perhaps  that  is 
because  it  is  so,  so  second-hand.  Think- 
ing such  thoughts,  the  editors  of  Forbes 
decided  it  was  time  to  interview  Frie- 
drich  August  Hayek,  who  offered  the 
world  an  alternative  to  Keynes  before  the 
world  was  ready  for  such  an  alternative. 
To  Hayek  the  economics  practiced  in 
the  name  of  Keynes  is  simply  a  face  of 
socialism  and  socialism  itself  simply  a 
face  of  totalitarianism. 

Born  in  Vienna  in  1899  (his  father  was 
a  biologist),  Hayek  was  in  the  direct  line 
of  the  great  Austrian  School  of  Econom- 
ics. In  1931  he  went  to  Britain  to  teach  at 
the  London  School  of  Economics.  There, 
in  the  waning  years  of  World  War  n,  he 
wrote  his  most  famous  work,  We  Road  to 
Serfdom.  In  it,  he  warned  intellectuals 
that  they  were  wrong  to  think  of  the 
hated  Nazism  as  a  last-ditch  defense  of 
privilege  by  a  dying  capitalist  system. 
Nazism  was,  he  said,  quite  simply  a  pe- 
culiar form  of  socialism — and  socialism 
was  the  real  enemy  of  free  people. 

The  book  was  written  too  soon.  Re- 
spected but  neglected,  Hayek  moved  to 
the  U.S.  where  he  occupied  a  chair — not 
in  economics  but  in  moral  philosophy — 
at  the  University  of  Chicago.  Now  80, 
retired  and  living  in  Freiburg,  Germany, 
he  still  travels,  writes  and  lectures 
throughout  the  world.  Although  he — fi- 
nally— won  a  Nobel  Prize  in  1974,  that 
recognition  doesn't  give  him  as  much 
pleasure  as  does  the  fact  that  young  intel- 
lectuals are  beginning  to  take  him  seri- 
ously. For  so  long  was  he  relegated  to  the 
background — a  reactionary  footnote  to 
history.  Or  so  the  Keynesians  and  "liber- 
als" thought.  Many  still  do. 

A  young  lady  from  Fohbes  recently 


dropped  into  Manhattan's  E.S.  Wilentz's 
Eighth  Street  Bookshop,  which  serves 
Greenwich   Village   intellectuals.  She 


Aristotle 


asked  for  a  copy  of  Hayek's  The  Road  to 
Serfdom.  The  bearded,  blue-jeaned  clerk, 
the  very  model  of  the  New  York  liberated 
young  man,  sneered.  "Why  do  you  want 
to  read  that  old  fascist?" 

That  kind  of  intolerance  is,  of  course, 
typical  of  the  semi-educated  young  who 
vaguely  believe  in  socialism  without 
having  the  slightest  notion  of  what  so- 
cialism is.  What  such  people  refuse  to 
understand  is  that  Hayekian  economics 
is  not  an  apology  for  big  business  but  a 
philosophical  theory  that  says  societies 
are  like  organisms,  not  like  machines. 

In  his  study  of  what  you  might  call 
sociological  pathology,  Hayek  has  found 
that  the  underlying  threat  facing  our  rela- 
tively free  society  is  not  Friedmanism  or 
Keynesianism  or  any  other  narrow  eco- 
nomic ism.  Rather,  the  threat  comes 
from  a  way  of  thinking  practiced  by  ev- 
eryone from  bearded  booksellers  in  Man- 
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hattan  to  chief  executive  officers  of 
Forbes  500  companies.  So-called  conser- 
vatives are  often  as  guilty  of  it  as  liberals 
and  socialists  are.  Hayek  calls  this  way  of 
thinking  "constructivism."  He  traces  its 
development  back  to  Descartes,  Voltaire 
and  Rousseau.  Given  its  roots  you  might 
call  constructivism  the  French  Disease. 

Aconstructivist  thinks  that  the 
government  can  "protect"  the 
U.S.  steel  industry  from  the  con- 
sequences of  high  U.S.  wages,  burden- 
some environmental  restrictions  and  ag- 
ing plant.  To  this  extent  he's  right:  The 
government  can  keep  down  the  inroads 
of  foreign  steel.  But  only  by  raising  costs 
elsewhere  in  the  economy.  Similarly, 
loudmouthed  California  radicals  can  per- 
suade the  local  government  to  institute 
rent  controls,  but  at  the  cost  of  drying  up 
the  supply  of  new  rental  housing. 

These  government  rules  on  foreign 
steel  and  rent  control  jam  out  the  price 
signals  and  lead  to  excessive  economic 
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able  at  the  moment:  socialism,  fascism, 
theocracy,  matriarchy.  Hitler  had  the  il- 
lusion he  could  create  a  super-race.  Stalin 
sacrificed  millions  of  lives  to  create  a 
"new  man."  So  did  Pol  Pot  in  Cambodia. 
In  our  own  society,  this  idea  that  man 
can  play  God  leads  to  such  idiocies  as 
forced  busing  and  body  counts  in  Viet- 
nam; manipulate  the  statistics  and 
change  the  world.  It  revolts  Hayek. 

On  this  scale,  Keynesian  constructiv- 
ism is  pretty  mild.  Logically,  though, 
Friedrich  Flayek  thinks  it  is  the  same 
fallacy.  He  believes  that  societies 
progress  best  when  the  men  and  women 
in  them  are  left  alone  to  pursue,  within 
limits,  their  own  self-interests.  It  was 
this  particular  point,  says  Hayek,  that 
the  English  Enlightenment  thinkers — 
the  intellectual  antibodies  for  the  French 
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activity  in  some  areas  and  some  indus- 
tries. Take  the  current  energy  situation. 
The  public  demands  that  it  be  protected 
from  OPEC  extortion.  The  politicians 
respond  by  holding  down  the  price  of 
domestic  oil — thus  muting  the  price  sig- 
nals which  should  have  told  people  to 
conserve  and  to  seek  alternative  fuels. 
People  ask  the  government  to  do  the 
undoable,  and  the  politicians  try  to  give 
the  public  what  the  public  wants.  Con- 
structivism! It  led  to  fatuous  attempts  to 
legislate  a  better  world  as  in  the  Hum- 
phrey-Hawkins Bill  of  a  few  years  back, 
which  sought  in  effect  to  make  jobless- 
ness illegal. 

All  this  might  well  go  under  the  head- 
ing of  "the  illusion  of  human  omnipo- 
tence." At  its  best,  this  leads  to  human 
striving;  it  moves  mountains.  At  its 
worst,  however,  it  leads  individuals  to 
think  they  can  remake  mankind  in 
whatever  image  happens  to  be  fashion- 


Disease — understood  perfectly  well. 

It  was  summed  up  in  1705  in  psychia- 
trist Dr.  Bernard  Mandeville's  epic  eco- 
nomic poem  The  Fable  of  the  Bees,  or, 
Private  Vices,  Public  Benefits:  "The  worst 
of  all  the  multitude/Did  something  for 
the  common  good." 

It  was  summed  up  a  few  years  later 
when  David  Hume,  in  his  frontal  assault 
on  the  French  Rationalists,  lauded  soci- 
eties "that  are  the  result  of  human  ac- 
tion, not  of  human  design." 

It  was  summed  up  yet  again  in  Adam 
Smith's  great  The  Wealth  of  Nations 
phrase:  "By  directing  that  industry  in 
such  a  manner  as  its  produce  may  be  of 
the  greatest  value,  an  individual  intends 
only  his  own  gain,  and  he  is  in 
this  .  .  .  led  by  an  invisible  hand  to  pro- 
mote an  end  which  has  no  part  of  his 
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intention.  ...  By  pursuing  his  own 
est  he  frequently  promotes  that  c 
society  more  effectually  than  wh< 
really  intends  to  promote  it." 

Hayek  does  not  particularly  prefe 
political  party  over  another.  He  p 
no  political  party.  In  the  first 
length  treatment  of  Hayek,  just  o: 
press,  English  political  scholar  No 
P.  Barry  refers  to  Hayek's  political  t 


Is  his  [ 
wing  tl 


as  a  theory  of  antipolitics.  It  is  tha 
in  the  sense  that  Hayek  is  an  anai 
but  rather  in  the  sense  that  Hayek 
a  system  of  government  which  € 
only  to  pass  and  enforce  general  abs 
rules,  a  government  limited  in  its  p 
to  coerce  its  citizens. 

Isn't  that  what  we've  got?  H3 
Hayek  answers: 

"Our  modern  governments  are  un 
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fnnocracies,  where  the  central  gov- 
ent  is  not  confined  to  enforcing 
jrm  rules  of  conduct  for  all,  but 
|e  every  measure  of  specific  interfer- 
approved  by  the  majority  party  is 
.  .  .  .  Modern  democracies  are  now 
jposition  where  they  can  grant  spe- 
privileges  to  any  group — not  being 
ed  to  general  laws,  [the  State]  can 
fit  any  particular  group.  It  gets  ma- 
i  support  by  buying  the  support  of 


theory.  People  just  don't  like  thinking  of 
themselves  and  their  children  at  the 
mercy  of  something  beyond  their  con- 
trol, that  cold  invisible  market.  The  gov- 
ernment should  do  something.  As  if  we 
weren't  all  at  the  mercy  of  a  cold  invisi- 
ble universe. 

But  what's  the  alternative?  The  fact  is, 
Hayekian  economics  is  at  root  a  scheme 
to  prevent  collectivism,  to  keep  human 
society  from  degenerating  into  a  beehive 
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Charles  Montesquieu 

cular  interest  groups— therefore  the  ^™  &  Tocauevilie  ^ 
e  lobby  system.  It  is  bribery  and 
iption,  of  course,  but  fully  legalized 
•ry  and  corruption." 
be  the  Florida  tomato  growers  by 
ing  out  cheaper  and  tastier  Mexican 
itoes.  Bribe  the  Long  Beach,  Calif. 

Jment  renters.   Bribe  people  who 
to  buy  houses  but  don't  want  to 
until  they  have  saved  up  the  down 
T~  ient.  Bribe  the  coal  miners  by  forc- 
:he  coal  companies  to  agree  to  an 
nsive  wage  settlement.  Bribe  doc- 
by  making  their  fees  tax-deductible 
thus  less  painful  for  the  patients. 
:  the  self-appointed  poor  people's 
njKI  es  with  inflationary  increases  in  the 
mum  wage.   Bribe  the  feminists 
artificial  job  quotas.  Something  for 
ybody.  Nothing  for  everybody, 
ght  now  in  Iran  and  Afghanistan  we 
his  constructivism  at  its  most  vi- 
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Is.  Khomeini,  the  theocratic  dictator, 


ts  his  people  to  be  more  zealous  in 
wing  the  precepts  of  Islam.  In  neigh- 
ng  Afghanistan  the  communist  die- 
thinks  Islam  is  the  opiate  of  his 
llts  le.  Both  men  are  killing  thousands 
construct  society  according  to  their 
!  "(letrically  opposed  designs. 

lyek's  answer  to  constructivism — 
ire"  ther  of  the  Hitlerian  or  Keynesian 
e:  Hold  government  to  a  minimum, 
i't  try  to  do  too  much.  Let  society 
jve  on  its  own.  Societies  progress  best 
le  men  and  women  that  comprise 
|H  i  are  left  alone  to  pursue,  within 
ts;  their  own  self-interests.  If  this 
l  ids  like  a  prescription  for  chaos,  it  is 
t  j  What  Adam  Smith  called  "the  in- 
*'  )le  hand"  we  now  call  "feedback 
"  or  "cybernetics."  The  design  is 


e.  It  wasn't  drawn  by  human  will  but 
er  by  selective  evolution.  In  their 
V  d  the  robber  barons  gave  us  the  great 


oads  and  giant  steel  mills;  had  gov- 
nent  checked  their  greed  more  effec- 
ly  it  would  have  curbed  much  of  their 
tivity. 

is  not  easy  these  days  to  promote  a 
jry  that  proclaims  the  virtues  of 
■ez-faire,    laissez-passer  capitalism. 

so-called  liberals  and  the  radicals  are 
nst  the  market  economy  both  in  the- 
and  in  practice.  So-called  conserva- 
s  are  against  it  in  practice  if  not  in 
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society.  ("I  see  very  little  difference 
between  fascism  and  socialism," 
Hayek  says.  It  was  this  belief  that 
led  him  to  write  The  Road  to  Serf- 
dom.) Hayek  sees  in  the  market 
order  the  best  way  to  avoid  the  return  to 
tribalism  represented  by  societies  orga- 
nized on  the  basis  of  humans  command- 
ing other  humans.  The  beauty  of  the 
market  order,  says  Hayek,  is  precisely 
the  fact  that  it  is  vast  and  impersonal. 
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Here's  how  Hayek  puts  it: 

The  order  of  the  market  is  really  a 
process  which  arises  from  our  ad- 
aptation to  the  world  which  we  do 
not  know.  Everything  which  we  do  for 
the  market  is  determined  by  circum- 
stances of  which  we  have  no  informa- 
tion— by  the  manner  in  which  our  raw 
materials  are  produced  and  in  which  our 
products  are  wanted.  So  we  adapt  our- 
selves to  events  of  which  we  know  noth- 
ing, and  we  serve  needs  of  people  we  do 
not  know.  That  order  does  not  arise  be- 
cause somebody  directs  it  or  tells  us  what 
to  do.  It  arises  by  our  being  guided  by 
impersonal  signals — the  prices  of  the 
market.  The  whole  thing  is  a  communi- 
cations system  which  has  arisen  without 
man  understanding  it  but  has  enabled 
man  to  bring  about  an  adaptation  of  ev- 
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ery  man  to  millions  of  events  about 
wbich  he  knows  nothing."  Hayek  has 
begun  calling  the  market  order  a  cat- 
allaxy,  a  neologism  from  the  Greek 
meaning  both  "exchange"  and  "to  turn 
from  enemy  into  friend."  Obviously  not 
everyone  will  win  equally  at  catallaxy. 
The  market  guarantees  liberty  and  equal 
opportunity — not  liberty  and  equality. 
There's  a  huge  difference. 

"My  basic  philosophy?"  Hayek  repeat- 
ed our  question.  "That  it  is  not  deliberate 
[human]  design  but  the  survival  of  the 
successful  groups  which  has  produced 
culture  and  civilization.  We  have  a  per- 
fect example  of  this  right  here  in  Europe: 
Germany.  Why  has  Germany  so  pros- 
pered that  it  has  become  the  most  pow- 
erful nation  in  Europe?  Because  30  years 
ago  it  adopted  the  most  liberal  [i.e., 


laissez-faire]    constitution  lmagirj 
The  1949  fundamental  law  and  the 
abolition  of  price  controls  by  Ludw: 
hard  became  the  source  of  the  gre 
effervescence  of  any  country  in  a 
period  we  have  ever  seen  in  mq 
times.  Here  we  have  a  society  reasc 
ing  to  a  dominant  position,  becaij 
has  chosen  a  better  system  than 
countries.  This  seems  to  me  to  be  a 
good  confirmation  of  all  I  say." 

Likewise  with  Japan,  South  K| 
Taiwan,  Singapore,  Hong  Kong,  Bra 
all  instances  where  the  general  mall 
welfare  (as  well  as  political  freedoij 
increasing  rapidly,  precisely  because 
politicians  limit  human  interferes 
enforcing  general  abstract  market  la 

"And  of  course,"  Hayek  adds  dai 
"there  are  the  real  failures.  The  best| 
of  complete  failure,  thanks  to  too  r« 
planning,  is  India,  where  every  mis 
that  could  be  made  was  made.  It 
preference  to  industrialization  wit  Umm 


>' 


producing  a  food  surplus.  There  was 
ambition  to  possess  its  own  steel  in 
try  and  so  on  for  pure  prestige  reaso 
avoid  going  to  India,  because  I  find 
uncongenial  and  depressing.  It  has  U 
prospects  whatsoever,  largely  becau 
their  stupid  government  policies." 

Hayek  didn't  think  much  bette 
Britain's  economic  policy,  unti 
year's  election  of  Conservative  Marg  used t 
Thatcher,  of  whom  Hayek  says:  "I 
mire  her  greatly."  But  he  worries 
tough  economic  policies  will  run 
broad-based  social  opposition:  "I  cai 
judge  the  extent  to  which  British  pu 
opinion  will  remain  behind  her  in 
exceedingly  painful  measures  she  wc 
have  to  get  through  in  order  to  return 
functioning  market  economy.  Her  { 
cies  are  the  right  ones,  but  whether  si 


Ronald  Coase 
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be  able  to  get  done  what  she  knows  n 
be  done  is  another  question." 

Lest  the  conservatives  among  us 
rive  too  much  comfort  from  Hayek, 
important  to  remember  that  his  fl 
market  philosophy  opposes  all  formi 
special-interest  politics  and  meddl: 
Hayek  is  as  much  against  protecting 
U.S.  steel  industry  from  foreign  compj 
tion  as  he  is  against  proposals  to  con 
rents  in  California.  Followed  logics 
Hayekian  economics  will  upset  the 
guard  Republicans  at  their  golf  club 
much  as  it  does  bearded  young  peopl 
their  coffee  houses. 

Americans  who  call  themselves  c 
servatives  and  Republicans  like  to 
veigh  against  welfare  spending  and  cc 
ly  red  tape.  But  that  didn't  stop  ria 
wing  Texas  oilmen  from  getting  la 
passed  to  keep  out  cheap  foreign  oil 
the  1960s — to  protect  their  own  imm« 
ate  interests  against  those  of  society 
large.  Hayek  calls  himself  a  liberal, 
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comb  the  astronomer  and  his  pupil  Ir- 
ving Fisher,  who  investigated  what  later 
became  known  as  aggregates.  Friedman 
goes  back  to  Irving  Fisher  and  the  old 
American  tradition  of  the  quantity  the- 
ory, and  Keynes,  in  this  sense,  is  another 
branch  of  the  same  tradition:  He  also  is  a 
quantity  theorist,  but  modified  in  an 
even  more  aggregative  or  collectivist  or 
macroeconomic  tendency.  .  .  .  Friedman 
had  nothing  to  learn  from  Keynes." 

In  fact,  says  Hayek,  Friedman's  mone- 
tarism suffers  from  the  same  kind  of 
methodological  flaws  (Hayek  calls  it 
"scientism"  or,  in  his  1974  Nobel  Prize 
address,  a  "pretense  of  knowledge")  that 
Keynesian  theory  suffers  from.  Hayek 
stresses  that  economics  is  essentially 
complex.  It  cannot  in  any  meaningful 
way  be  quantitatively  measured  in  the 
aggregate.  The  Quantity  Theory  is  basi- 
cally correct,  he  says,  but  what  it  tells 
you  is  not  particularly  relevant.  It  is  mis- 
leading, perhaps  dangerously  so,  to  think 


Robert  Nozick 


against  most  interference  with  the 
etplace,  whether  advocated  by  Sen- 
Kennedy  or  by  the  chairman  of 
sler  Corp.  Hayek  agrees  with  John 
Mill,  who  referred  to  Britain's 
ervatives  of  his  day  as  "the  stupid 

may  surprise  Forbes  readers  to 
that  Friedrich  Hayek  is  almost  as 
sed  to  the  monetarism  of  "my  good 
d"  Milton  Friedman  as  he  is  to  the 
omics  of  his  late  good  friend  May- 
Keynes.  Hayek  sees  Keynes'  eco- 
ics  as  just  another  branch  of  the 
uries-old  Quantity  Theory  school, 
school  now  associated  with  Milton 
'man  but  developed  in  the  1600s  by 
ometrician  Sir  William  Petty  and 
upil  Sir  Isaac  Newton, 
t  was  the  Americans,  Simon  New- 


in  terms  of  simple  functional  relations 
between  such  constructs  as  aggregate  de- 
mand and  employment,  between  the 
quantity  of  money  and  "the  general  level 
of  prices."  Says  Hayek: 

The  whole  of  macroeconomics 
[Keynes'  and  Friedman's]  is  based 
on  the  idea  that  you  can  establish 
simple  relationships  between  measured 
quantities  of  certain  parts  of  the  economic 
system.  But  you  cannot  deal  with  com- 
plex phenomena  in  this  sense.  This  is  why 
I  say  the  greatest  harm  Keynes  ever  did 
was  to  lead  to  a  temporary  predominance 
of  macro  over  microeconomics. 

"Keynes  preached  that  you  could  con- 
trol unemployment  by  controlling  aggre- 
gate demand.  But  employment  does  not 
depend  on  aggregate  demand.  Employ- 
ment depends  on  resources  being  adjust- 
ed to  the  distribution  of  expenditures.  So 
you  cannot  in  the  long  run  control  em- 
ployment by  just  spending  more  money. 
That  leads  in  the  short  term  only  to  a 
temporary  misdirection  of  resources  and 
remains  effective  only  so  long  as  you 
accelerate  inflation — it  is  only  when 
prices  come  in  higher  than  expected  that 
all  the  misdirected  resources  can  still  be 
employed  where  they  are.  But  the  alloca- 
tion to  profitable  uses  is  postponed.  As  a 
consequence  you  have  an  ever-increasing 
backlog  of  misapplied  resources — misap- 
plied because  the  price  system  has  not 
been  allowed  to  operate  as  the  guide  to 
where  these  resources  should  be  used." 

Running  faster  and  faster  to  keep  peo- 
ple in  the  artificially  created  jobs,  the 
economy  heats  up  to  a  higher  and  higher 
inflation  rate. 

If  all  this  is  a  bit  difficult  to  follow, 
consider  a  very  simple  example.  Imagine 
that  Visa  or  American  Express  were  to  do 
such  brilliant  selling  jobs  that  10  million 
additional  American  families  end  up 


BES,  OCTOBER  1,  1979 


with  credit  cards.  Delighted  with  their 
new  credit,  half  of  the  three-member 
families  decide  to  go  out  for  dinner  once 
a  week,  something  they  couldn't  have 
afforded  when  they  had  to  pay  cash. 
That's  15  million  extra  restaurant  meals 
every  week.  Restaurant  owners  would  be 
able  to  raise  their  prices.  The  restaurant 
business  would  boom.  Shoe  repair  stores 
and  stationery  stores  would  be  evicted  to 
make  room  for  new  restaurants.  The 
wineglass  business  would  take  off  like  a 
rocket  and  factories  would  be  built. 

But  the  day  of  reckoning  comes.  The 
monthly  statement  arrives.  The  new 
cardholders  must  eat  at  home  every 
day — and  stop  going  to  the  movies  as 
well — to  pay  the  credit  card  account.  The 
new  restaurants  would  go  broke,  the 
wineglass  factories  would  close  down 
and  bartenders  and  waiters  would  be  laid 
off.  Depression  in  the  restaurant  busi- 
ness. Unless,  of  course,  the  government 
decided  to  head  off  the  recession  by  giv- 
ing every  credit  cardholder  a  tax  credit 
equal  to  his  last  monthly  debit,  thus 
postponing — but  only  postponing — the 
day  of  reckoning. 

In  Hayek's  words,  not  ours: 

"If  the  price  system  is  not  determined 
by  genuine  demand  but  rather  by  push- 
ing additional  money  into  the  market, 
you  direct  productive  efforts  to  uses 
which  can  continue  only  so  long  as  this 
inflation  continues,  and  not  only  so  long 
as  it  continues,  but  only  so  long  as  it 
continues  to  accelerate.  The  moment  you 
stop  accelerating,  the  economic  system 
will  show  substantial  unemploy- 
ment. .  .  .  I'm  afraid  that  after  the  long 
period  of  employment  in  the  U.S.  you 
cannot  return  to  a  stable  position  with- 
out passing  through  a  period  of  substan- 
tial unemployment. 

"Please  don't  misinterpret  me,"  pleads 
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Who's  turning  back  the  clock? 


Does  old  Friedrich  A.  Hayek  appeal  to 
youngintellectuals,  disillusioned  with 
Marxism  and  with  the  welfare  state? 
Yes,  says  French  economist  Pierre  Ro- 
sanvallon, but  Rosanvallon,  though 
young  (31)  and  not  a  Marxist,  isn't 
among  them. 

"Hayek  manages  to  disassociate 
capitalist  reality  very  strongly  from 
liberal  Utopia,"  he  complains.  "Since 
it's  now  clear  that  there  is  no  relation- 
ship between  Utopia  and  reality  in  the 
Eastern  [European  and  Asian]  coun- 
tries, people  are  turning  to  liberal  Uto- 
pia— witbout  stopping  to  consider  its 
feasibility." 

Conservative  governments  who  try 
to  implement  Hayek-inspired  solu- 
tions are  going  to  be  limited  by  social 
resistance — blood  in  the  streets — ac- 
cording to  Rosanvallon. 

"Long  term,  it's  true,  the  industrial- 
ized countries  aren't  going  to  be  able 
to  pay  for  the  exponential  growth  of 
state  social  spending,"  Rosanvallon 
says.  "But  break  off  that  exponential 
growth  by  returning  to  market  forces, 
and  you  risk  huge  social  explosions. 
Think  what  would  happen  in  New 
York  City  if  the  fantastic  level  of  so- 
cial assistance  were  halved.  The  city 
is  already  a  powder  keg." 

Hayek's  call  to  return  to  Adam 
Smith  needs  more  definition,  says  Ro- 
sanvallon: "We  have  to  know  which 
Adam  Smith  he  means — the  observer 
of  economic  life  or  the  father  of  Utopi- 
an liberalism.  In  Book  5  of  The  Wealth 


of  Nations,  for  instance,  Adam  Smith 
said  the  state  should  take  charge  of 
the  infrastructure,  and  of  educa- 
tion. .  .  .  Follow  that  and  you  don't 
necessarily  come  to  Hayek. 

"Look  at  the  19th  century,  which 


Pierre  Rosanvallon 


was  supposed  to  be  the  great  age  of 
liberalism.  All  you  see  are  import  quo- 
tas, regulation  of  international  trade, 
of  labor.  .  .  ." 

Rosanvallon  also  rejects  what  he 
sees  as  Hayek's  implied  assumption 
that  politics  is,  essentially,  nothing 
more  than  the  material  organization 
of  communal  life. 

"Today,  politics  is  something  else. 
It  isn't  just  a  matter  of  raw  materials. 


There's  conflict  over  religion,  over 
race.  ...  So  reducing  every  conflict  at 
national  or  international  level  to  eco- 
nomics is  seriously  wrong."  He's  talk- 
ing, of  course,  about  places  like  North- 
ern Ireland  and  Spain's  Basque  coun- 
try, where  the  violence  is  too  complex  \ 
and  irrational  to  be  explained  in  pure- 
ly economic  terms. 

Rosanvallon's  biggest  beef  against 
Hayek  is  that  his  theories  won't  work 
in  practical  terms  "without  a  lot  of 
coercion  to  make  the  facts  fit."  Take 
the  theory  that  the  level  of  unemploy- 
ment is  the  effect  of  a  minimum  guar- 
anteed wage.  Says  Rosanvallon:  "He 
seems  to  assume  that  a  potential  drop 
in  the  level  of  wages  would  allow  full 
employment.  Obviously,  there  aren't 
many  examples  of  that  in  the 
world.  .  .  .  Once  a  number  of  activi- 
ties have  been  exported  to  Third 
World  countries,  the  process  is  not 
reversible.  Hayek  seems  to  think  a 
drop  in  wage  rates  in  the  U.S.  could 
bring  hundreds  of  factories  back  from 
Hong  Kong  or  the  Philippines."  More 
evidence,  according  to  Rosanvallon, 
of  Hayek's  "absolutely  Utopian  spirit, 
which  conceives  space  as  perfectly 
fluid  and  time  as  perfectly  reversible." 

"Space  is  not  fluid,"  Rosanvallon 
says,  "and  you  can't  turn  back  the 
clock."  To  which,  of  course,  Hayek 
would  reply:  But  it  is  you,  the  social- 
ists, who  are  turning  back  the  clock  to 
a  cruder,  less  free  form  of  society. 

— Barbara  Ellis 


Hayek.  "I  am  not  proposing  that  we 
ought  to  deliberately  cause  unemploy- 
ment to  stop  inflation.  It's  the  other  way 
around:  We've  placed  ourselves  in  a  situ- 
ation where  we  cannot  return  to  stability 
without  incidentally  causing  large-scale 
unemployment." 

In  Hayek's  scheme  it  is  relative  prices 
that  count,  not  the  general  level  of 
"all"  prices.  In  our  example,  the  res- 
taurant industry  got  higher  prices  and 
thus  overexpanded  because  it  received  a 
false  signal  caused  by  the  injection  of 
credit.  Relative  prices  got  out  of  hand, 
leading  to  creation  of  too  many  restau- 
rants and  too  many  wineglass  factories. 
So,  relative  prices  are  what  it  is  all  about, 
[f  housing  prices  go  up  relative  to  other 
prices,  people  invest  in  housing;  if  de- 
mand for  coal  rises  relative  to  other 
prices,  they  invest  in  coal.  You  don't 
invest  in  "the  economy."  And  that  is 
where  the  trouble  starts.  When  the  gov- 
ernment injects  demand  into  the  econo- 
my, through  either  direct  spending  or 
easy  credit,  it  must  inject  it  at  some 
particular  point;  it  can't  spread  it  evenly. 
This  disturbs  the  relationship  of  various 
Drices  and  changes  investment  flows. 


Suppose  the  government  indirectly 
subsidizes  the  housing  market  in  an  ef- 
fort to  increase  overall  demand  in  the 
economy.  This  causes  the  prices  of  hous- 
ing materials,  construction  labor  and 
used  houses  to  go  up.  It  doesn't  matter  if 
there  are  still  unemployed  auto  workers 
in  Detroit  and  idle  black  youths  in  Man- 
hattan— housing  costs  still  rise.  Once 
housing  costs  rise,  everybody  demands 
more  money  in  order  to  pay  for  the  more 
costly  housing. 

Things  aren't  any  better  if  the  govern- 
ment decides  to  control  inflation  by  cut- 
ting back  on  spending  and  on  credit. 
Inevitably,  certain  parts  of  the  economy 
are  going  to  bear  the  brunt  and  the  politi- 
cians will  hear  cries  of  "foul"  and  let  up. 
Rightfully  so,  because  the  arbitrary  with- 
drawal of  demand  would  only  cause  a 
further  misdirection  of  resources. 

Hayek  says  the  government  should 
stay  out  altogether  and  let  the  economy 
find  its  own  equilibrium.  (He  blames  the 
1930s'  Depression,  not  on  a  collapse  of 
the  system  but  on  overstimulation  of 
credit  in  the  1920s,  which  led  to  an  un- 
sustainable investment  boom.)  Let  the 
market  alone,  he  says,  and  let  the  move- 


ment of  relative  prices  signal  where! 
sources  should  be  transferred  and  wh 
withdrawn.  Listen  to  the  music  of 
market.  It  knows  things  and  senses  n 
tionships  that  even  tbe  most  elaboil 
data-processing  system  couldn't  hand 

Despite  the  current  intellectual 
for  neoconservatism,  Hayek 
not  optimistic  that  the  trend 
ward  statism,  constructivism,  social! 
fascism  is  on  the  wane.  He  thinks  it  9 
has  a  way  to  go.  While  people  are  dis: 
isfied  with  statism  they  are  still  equ« 
disillusioned  with  free  enterprise  ; 
laissez-faire.  "As  to  profits  and  losse 
he  says,  "the  ordinary  man  has  no  c 
cept  anymore.  People  no  longer  kn 
the  rules  of  the  market."  Indeed,  h 
can  they?  When  the  oil  companies  p 
on  to  the  consumers  the  impact 
OPEC's  price  increases,  respectable 
tellectuals  tell  the  public  that  the 
companies  are  "ripping  them  off."  Wl 
the  banks  try  to  protect  their  deposit 
by  granting  only  the  soundest  loans,  tl 
are  accused  of  "redlining."  Profit  is  th 
It  is  not  respectable.  The  prevailing  r 
toric  is  all  wrong.  We  are  captives  ol 
Only  a  major  shock  will  free  us.  T 
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Some  people  travel  with  credit  cards. 
Some  people  have  carte  blanche. 
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shock  has  not  yet  occurred,  Hayek  says. 

Will  it  come  from  hyperinflation? 
Double-digit  giving  way  to  high 
double-digit    inflation — as  in 
South  America?  Hayek  says  no. 

"There  will  likely  be  more  government 
controls,  as  the  first  means  of  stopping 
inflation,  leading  to  increasing  ineffi- 
ciency of  industry,  resulting  in  increas- 
ing dissatisfaction  with  industry,  which 
will  be  an  accumulating  process  bringing 
in  more  government  interference. 

"Hyperinflation  will  not  be  allowed  to 
come.  Before  that  the  government  will 
take  control  over  most  prices.  So  the 
inflation  will  end  not  because  the  gov- 
ernment has  stopped  inflating,  but  be- 
cause the  government  will  dictate  prices. 
Our  system  is  much  more  likely  to  be  a 
system  of  rationing. 

"So  the  first  effect  will  be  not  that 
prices  are  high  but  that  you  won't  get 
anything  for  your  money.  There  will  be 
shortages,  and  the  government  will  react 
to  that  by  rationing.  And  finally  you'll 
have  a  situation  where  people  no  longer 
buy  for  money  but  get  only  as  much  as 
they  can  get  with  the  little  cards  the 
government  gives  them.  They'll  return 
to  a  war  economy. 

"It  will  be  an  attempt  to  reduce  the 
whole  spontaneous  order  to  an  organiza- 
tion, which  is  the  original  aim  of  social- 
ism, and  to  enforce  all  this  by  official 
action:  giving  people  what  government 
must  give  them  to  keep  them  alive.  The 
productive  forces  of  tbe  market  which 
have  given  us  more  and  more  will  disap- 
pear. We'll  probably  be  assured  of  having 
60  degrees  temperature  in  our  little 
rooms,  but  we  won't  have  any  choice 
over  how  much  fuel  to  use  above  that. 


And  the  same  with  clothing  and  food.  If 
you  look  at  the  true  rationing  system,  as 
in  Germany  at  the  end  of  the  war,  that  is 
probably  much  more  like  our  near  future 
than  an  explosive  inflation.  We'll  have 
the  same  situation  the  Germans  had  in 
1944:  more  money  in  their  pockets  than 
they  could  use  because  they  couldn't  get 
anything  for  their  money." 

If  all  this  sounds  unlikely,  remember 
that  it  was  Richard  Nixon  who  gave  us 
peacetime  controls  and  that  the  polls 
show  most  people  lean  in  that  direction. 

A  solution,  Hayek  has  recently  decid- 
ed, would  be  to  eliminate  governments' 
monopolies  over  money.  Return,  that  is, 
to  the  days  of  Free  Banking,  when  differ- 
ent forms  of  money  were  in  open  compe- 
tition, and  only  those  forms  that  people 
trusted  survived — when  good  money,  in 
other  words,  drove  out  the  bad. 

What  good  would  this  do?  It  would 
make  it  more  difficult  for  the  politicians 
to  inflate  by  trying  to  give  everything  to 
everybody.  A  consequence  of  their  run- 
ning the  printing  press  would  be  the  dis- 
crediting of  the  currency  that  they  are 
printing.  This  may  be  happening  already. 
Just  look  at  how  anxious  people  are  to 
exchange  dollars  for  anything  solid — 
Mickey  Mouse  ashtrays,  gold  bars,  over- 
priced houses.  But  Hayek  realizes  that 
governments  would  never  permit  their 
currencies  to  be  superseded  and  so  sug- 
gests instead  that  we  should  return  to  the 
general  rule  of  fixed  exchange  rates,  as  a 
way  to  force  politicians  into  line. 

A  return  to  the  gold  standard?  Not  a 
good  idea,  says  Hayek:  "Gold's  value 
would  have  to  rise  too  high  far  too  fast." 

Still  erect  and  clearminded,  Hayek  does 
not,  however,  think  that  the  human  race 


is  going  to  regress  permanently  t 
new  tribalism  called  socialism.  He  s 

"You  know,  when  I  was  a  young: 
only  the  very  old  believed  in  the  ml 
In  my  middle  age  almost  no  one  bel 
in  it;  we  were  completely  dommat 
the  statist  or  socialist  views.  Now,  t 
I  find  that  most  of  my  support  is  co 
from  the  very  young.  It's  almost  a 
plete  intellectual  shift  in  relation  tl 
generations. 

"Among  the  young  now  you 
much  greater  sympathy  and  unders 
ing  of  a  free  system  than  ever  durin! 
life.  The  only  question  is  whethei 
intellectual  revival  is  coming  in  j 
Whether  it  will  have  any  impact  on  I 
cy  during  my  lifetime — I'm  80 — I'd 
at  all  certain." 

Neither  are  we,  but  there  an 
couraging  signs.  The  Univ^ 
of  Chicago  Press,  publishersi 
of  Hayek's  The  Road  to  Serfdom,  rei 
that  the  1944  book  now  sells  . 
copies  a  year,  mostly  in  university  t» 
and  university  bookstores.  "This  is 
markable  sale  for  any  old  book,  espeql 
a  35-year-old  one,"  says  a  spokesman 
the  Press.  Three  thousand  books  del 
sound  like  much  and  it  isn't,  but  r 
bers  aren't  the  same  as  influence 
member  what  John  Maynard  Ke) 
himself  once  wrote:  "Madmen  in  au 
ity,  who  hear  voices  in  the  air,  are  dill 
ing  their  frenzy  from  some  acadl 
scribbler  of  a  few  years  back." 

Perhaps  the  day  is  coming  when 
men  will  be  in  authority  and  ecrj 
that  rationalist  free-market  scrip 
Friedrich  August  Hayek.  Stranger  ti 
of  intellectual  and  political  fortunes 
taken  place.  ■ 


Do  you 

We  are  living  in  a  cosmos  fast  turning 
into  a  taxis.  Oh?  You  thought  we  were 
in  a  free  enterprise  society  fast  turn- 
ing into  a  welfare  state.  Don't  worry. 
It's  the  same  thing.  Cosmos  and  taxis 
are  two  classical  Greek  words  that 
Friedrich  Hayek  has  borrowed  to  ex- 
plain two  different  ways  of  organizing 
society. 

A  communist  society  or  a  fascist 
society  or  a  welfare  state  is  a  taxis, 
meaning  a  man-made  arrangement 
designed  to  accomplish  certain  hu- 
man objectives,  by  violence  if  neces- 
sary. A  free  society  is  a  cosmos,  that  is, 
an  order  that  grew  up  more  or  less 
spontaneously  through  what  we  now 
call  cybernetics  or  feedback  and  did  so 
through  evolution,  not  revolution.  In 
the  real  world,  most  societies  are  part 
taxis,  part  cosmos,  but  usually  one  ten- 
dency or  the  other  predominates. 

An  army  is  always  a  taxis,  of  course. 
Its  members  do  not  go  into  battle  and 
expect  to  win  without  a  plan  and  di- 


prefer  crossword  puzzles  to  poker? 


rection.  A  decentralized  economy  like 
ours  is  a  cosmos  with  plentiful  taxis 
mixed  in.  A  crossword  puzzle  is  a 
taxis-,  it  is  rigidly  planned  and  its  out- 
come is  preordained.  A  poker  game  is 
more  like  a  cosmos-,  its  outcome  de- 
pends on  luck  and  skill. 

We  live  in  an  age  where  taxis  enjoys 
high  repute.  That  is  why  we  are  al- 
ways calling  upon  the  government  to 
"do  something" — cure  poverty,  re- 
duce the  price  of  oil,  eliminate  unem- 
ployment, save  us  from  bankruptcy, 
help  us  buy  big  houses. 

Lenin  thought  taxis  was  the  wave  of 
the  future.  So,  surprisingly,  do  a  good 
many  Western  intellectuals  although 
they  have  enjoyed  the  privileges  of 
growing  up  in  a  semi-cosmos. 

Hayek,  challenging  Lenin  and  those 
thinkers  influenced  by  him,  says  taxis 
is  the  wave  of  the  past.  He  sees  it  as  a 
return  to  a  tribal  society  where  every 
person  had  an  appointed  task  and 
where  equality  was  purchased  at  the 


price  of  stagnation.  Only  in  a  cosmos^ 
can  people  be  truly  free  and  creative — i 
even  though  this  freedom  must  bei 
paid  for  with  some  social  and  eco- 
nomic inequality. 

Hayek  disassociates  himself  from 
conservatives  like  the  Tories  of  19tta 
century  Britain.  Their  ideal  was  a  tax- 
is, a  rigid,  hierarchical  society  op- 
posed to  the  cosmopolitan  tendencies 
of  such  19th-century  liberals  as  Rich- 
ard Cobden  and  William  Gladstone. 
He  calls  himself  an  Old  Whig,  a  de- 
scendant of  the  party  that  challenged 
the  Tories  and  favored  free  trade  and  a 
market  economy,  intellectual  legacies 
of  David  Hume  and  Adam  Smith. 

By  looking  at  societies  as  cosmos  or 
taxis — or  something  between — v/e 
avoid  the  use  of  toned  words  like  "free 
enterprise"  or  "socialism"  or  "welfare 
state"  and  the  emotional  traps  these 
words  contain  for  us. 

Be  honest  about  it.  Which  do  you 
prefer?  Taxis7.  Or  cosmos7.         — L.M 
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TV  Guide  rea< 


Los  Angeles 


Cop-turned-writer  Joseph  Wambaugh  calls  the  articles  in  TV  Gui| 

"Critical,  incisr 
and  sharp." 

"It  seems  to  me  that  TV  Guide  doesn't  prostitute 
itself  to  the  industry  it  describes]'  notes  Wambaugh, 
author  and  screenwriter  of  "The  Onion  Field"  "The 
articles  are  critical  of  shows— network  policy— even 
public  television.  That's  what  I  like  about  it'.' 


Mayme  Clayton  founded  the  Western 
States  Black  Research  Center,  the  largest 
black  history  collection  on  the  West  Coast. 
"I  always  buy  TV  Guide"  she  told  us.  "They 
discuss  the  pros  and  cons,  which  give  you 
an  idea  of  what  to  look  at,  and  what  to  let  the 
children  see'.' 


Americ 

TV  Guide   and  the  TV  Guide  logo  are  registered  trademarks  of  Triangle  Pubhql 


From  sunny  L.  A.  to  New  York  City,  TV  Guide  grabs  the  attention 
of  more  prime  prospects  than  any  other  magazine.  Over  43  million 
readers,  each  and  every  week.  It's  the  biggest,  busiest,  buying-est 
magazine  audience  in  the  land.  And  of  ail  magazines,  TV  Guide 
reaches  them  with  record  speed,  to  give  your  product  that  extra 

push.  Sell  to  America  in  America's  best  selling  magazine. 


TV 

GUIDE 
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CURE:  Commercial  Union  Rehabilit 
tion  Effort.  It  speeds  a  worker's  return  to  pro 
ductive  work  and  reduces  loss  control  costs 

Before  he  was  injured,  this  man  didn't  wat 
television  all  day.  Now  he's  out  of  work,  bored  a 
apprehensive  about  being  able  to  do  his  old  job 
again. 

The  longer  he  is  out  of  work,  the  worse  it  i 
for  him  and  the  more  costly  it  is  for  his  employe: 
Commercial  Union's  CURE  Program  can  help 
them  both. 

We  offer  our  insureds  a  staff  of  professiona 
rehabilitation  nurses.  They  work  with  the  injun 
worker,  the  family,  physician,  rehabilitation  per 
sonnel  and  employer  to  coordinate  all  physical, 
vocational  and  psychological  therapy. 

CURE  can  lower  loss  control  costs.  CUR' 
nurses  spot  potential  rehabilitation  candidates, 
particularly  those  who  don't  return  to  work  on 
doctor's  schedule.  They  identify  other  needs . 
psychological  and  emotional  adjustments .  .  .  ai 
provide  counseling.  They  monitor  charges, 
expenses  and  the  progress  of  prescribed  treat- 
ment. The  result?  The  injured  worker  returns 
the  job  sooner.  Disability  payments,  workers' 
compensation,  and  medical  expenses  are 
reduced.  Savings  can  be  realized  in  many 
injury  cases. 

CURE  helps  speed  the  return  of  an  injured 
worker  to  productive  activity. 

CURE  finds  the  best  treatment  required  bj 
the  injured  worker  at  the  lowest  cost. 

And  CURE  coordinates  all  the  details 
involved  in  the  rehabilitation  process,  from 
special  equipment  to  arranging  for  at-home 
attendant  care. 

There  is  a  better  way  to  help  people  who 
want  to  work  return  to  work.  Contact  the  neare 
Independent  Insurance  Agent  who  represents 
Commercial  Union  Assurance  Companies. 

CURE  can  reduce  your  loss  control  costs. 
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Commercial  Union 
Assurance  Companies 

One  Beacon  St. 
Boston,  MA  02108 
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\xas,  having  gotten  rich,  worries  about  pol- 
\tion,  which  is  why . . . 


Louisiana  is 
knocking  Texas 
for  a  LOOP 


By  James  Flanigan 


t  seems  a  safe  bet  that  the  state  of 
Louisiana  will  get  a  leg  up  on  Texas 
in  the  race  for  a  deepwater  oil  import 
linal.  Some  75  miles  south  of  New 
Uljlijans,  the  LOOP  (Louisiana  Offshore 
Port)  is  set  to  open  sometime  next 
,  while  plans  for  a  similar  operation 
rve  the  upper  Texas  Gulf  Coast  have 
1  mired  in  government  muddle.  In 
e,  it's  a  safe  bet  that  the  big  industrial 
vth  in  the  area  will  create  the  kind  of 
ironmental  problems  in  Louisiana 
are  causing  Texans  to  demur  about 


ope 
iid 


unfettered  development.  But  not  yet. 

The  LOOP  is  essentially  a  mooring 
buoy  19  miles  out  in  the  Gulf  of  Mexico 
through  which  supertankers  will  be  able 
to  discharge  cargo  directly  into  a  pipeline 
to  shore.  Louisianans  hope  it  will  attract 
oil  and  chemical  industry  expansion  and 
30,000  new  jobs  in  the  next  decade.  The 
Economic  Development  Council  for 
New  Orleans  and  the  River  Region — the 
Mardi  Gras  city  and  seven  parishes,  or 
counties,  lying  adjacent  to  it  in  the  Mis- 
sissippi delta — came  over  to  Houston  in 
September,  openly  soliciting  plant  ex- 
pansion in  the  neighboring  state. 


The  engineering  firm  of  Brown  & 
Root,  a  name  synonymous  with  Texas, 
has  opened  a  development  office  in  Ba- 
ton Rouge.  Says  Vice  President  Bert  Wil- 
liams: "Plants  in  Louisiana  are  getting 
by  the  environmental  regulations  better 
tban  in  the  Houston  Ship  Channel  area. 
In  the  Ship  Channel-LaPorte  area  there 
is  local  opposition."  (See  box,  p  64  ) 

The  prospect  of  LOOP  is  only  one  rea- 
son why  a  town  like  LaPlace  in  Louisi- 
ana's river  region  is  bustling  with  new 
projects  and  new  money  these  days.  The 
availability  of  plant  sites  along  the  river 
is  also  an  important  factor,  and  so  is  the 
very  pro-industry  attitude  of  the  Louisi- 
ana state  government.  A  right-to-work 
law  was  passed  in  1976,  ending  years  of 
tight  union  dominance  of  the  state's  con- 
struction industry,  and  tax  incentives 
encourage  new  plants  and  expansions. 

"It's  one  of  the  few  places  in  the  na- 
tion that'll  welcome  you  with  open 
arms,"  says  Don  Albough,  manager  of 
the  Marathon  Oil  refinery  near  LaPlace. 
Marathon,  one  of  five  oil  company  own- 
ers of  the  LOOP,  bought  a  local  200,000- 
barrel-a-day  refinery  in  1976  and  is  now 
completing  the  addition  of  a  $200  mil- 
lion gasoline  plant  to  increase  output  of 
unleaded  gas. 

A  $120  million  mini-steel  mill  is  going 
to  be  built  in  LaPlace  by  Bayou  Steel, 
owned  jointly  by  French  investors  and 
Voest-Alpine,  the  Austrian  state  steel 
company.  The  New  Orleans  Economic 


dean  Hoechst's  chemical  plant  on  Texas'  Bayport  Ship  Channel 
lile  Louisiana  extends  a  Southern  welcome,  industry  and  environmentalists  square  off  in  Texas. 
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Look  what's 
happened  to  those 
old  cotton  fields 
back  home. 

You  can  still  see  the  ruts  where 
cotton  wagons  once  clattered  up  and 
down  the  rows. 

But  today,  this  old  plantation  in 
the  upland  hills  of  Arkansas  is  raising  a 
crop  more  suited  to  the  land.  And  far 
more  economically  rewarding. 

Where  cotton  was  king, 
Georgia-Pacific  is  now  growing  timber. 

And  growing  it  so  successfully 
that  last  year  foresters  from  four  con- 
tinents came  here  to  see  how  modern 
forest  management,  tree  genetics  and 
chemistry  have  turned  these  worn  out 
fields  into  some  of  the  most  productive 
timberland  in  the  world. 

But  that's  just  the  beginning.  We 
now  have  the  ability  to  make  the  next 
crop  mature  even  faster.  With  nearly 
twice  the  timber  volume  per  acre. 

This  kind  of  intensive  manage- 
ment is  going  on  in  G-P  forests  from 
Maine  to  California.  And  it's  increasing 
the  value  of  every  acre  we  own. 

Its  also  helping  the  forest  remain 
a  resource  America  can  count  on. 
Not  just  for  one  or  two  generations. 
But  forever. 


Georgia-Pacific  ^ 

The  Growth  Company 

For  more  information,  write  The  Managed  Forest,  Dept.  F9, 
Georgia-Pacific  Corp.,  900  S.W.  5th  Avenue,  Portland,  Oregon  97204. 


How  to  turn 
a  corporate 

checking 
account  into 
a  high  yield 

account. 


Instead  of  using  a  bank  checking 
account*,  put  that  money  in  the 
Daily  Cash  Fund  — the  money 
market  fund  that  offers  you  these 
unique  features: 

High  yield, 

based  on  the  high  current  yields 
of  money  market  securities. 

Free  checking 

for  all  checks  over  $500. 

No  load, 

no  sales  charges. 

Income  on  float, 

high  income  right  up  until  day 
check  clears. 

Detailed  statements 

each  month  showing  all 
transactions. 

Learn  more,  call  toll-free  today. 
(800)  525-9310 

Colorado  call  collect:  1-779-8874 
Principal  distributors: 

A.G.Edwards  &  Sons,  Inc. 

Thomson  McKinnon 
Securities  Inc. 

"Of  course,  the  principal  in  a  bank  check- 
ing account  is  insured  by  a  govern- 
ment agency. 


Oppenheimer 
Management  Corp- 

One  New  York  Plaza. 
N  Y  .  N  Y.  10004 

This  fund  invests  in  large 
denomination  money  market 
securities  which  are  backed  by 
the  U.S.  Government,  by  major 
banks  with  assets  over  $500  mil- 
lion or  by  major  corporations 
rated  'A'  by  Moody's  or  'Prime' 
by  Standard  and  Poor's.  For 
more  information,  including  all 
charges  and  expenses,  write  for 
a  free  prospectus.  Read  it  care- 
fully before  you  invest  or  send 
money.  fboi 

Name 

Company 

Address 


City 


Slate 


Zip 


My  brokerage  tirm      My  telephone 

DAILYHCASH 

Accumulation  Fund 
Over  $700,000,000  in  assets 


Development  Council  considers  th 
a  coup  because  they  took  it  from  I 
ton  by  promising  Bayou's  owners 
taxes  and  electricity  costs.  In  Loui 
plant  and  equipment  in  new  manuf; 
ing  facilities  can  be  exempt  from  pi 
ty  taxes  for  ten  years.  Subsequent 
expansions  qualify  as  well.  Inco 
companies  do  pay  property  taxes  orq 
land,  but  their  local  tax  bill  is  re( 
from  what  it  might  have  been  by  th 
year  tax  holiday.  On  the  other 
more  labor-intensive  industries  caj 
for  a  $100  credit  against  corporatj 
come  tax  per  new  job  created. 

Local  communities  like  LaPlace  | 
fit  not  so  much  from  taxes  on  busing 
from  new  jobs  and  payrolls.  "Somej 
pie  are  transferred  with  the  plantsj 
the  hourly  employees  are  hired  locj 
says  A.  Gene  McDowell,  president  q 
Riverlands  National  Bank  in  Lall 


The  Houston  Ship  Channel 

Feel  crowded?  Try  the  Mississippi 


"The  Du  Pont  $50  million  expansio 
a  nearby  synthetic  rubber  plant]  will 
ate  180  permanent  jobs  and  about 
will  be  hired  locally." 

The  people  of  these  parishes  know 
hazards  of  the  chemical  industry:  srrj 
fumes,  flare  gases,  fires  and  explosi 
from  time  to  time.  The  Shell  comple 
Norco,  in  St.  Charles  Parish,  had  ar 
plosion  in  June.  In  August  a  Peru 
freighter  ran  amuck  and  exploded  a  b 
loaded  with  butane  from  Goodhope 
fineries,  just  downriver  from  N<] 
Monsanto's  plant  near  Hahnville,  als 
St.  Charles,  had  an  ammonia  spill  in 
July  that  injured  passersby.  The  H; 
ville  head  librarian,  Angela  Doucet,  s 
up  the  local  feeling  this  way:  "Pe 
outside  the  parish  get  more  upset  t 
we  do.  People  here  get  upset,  but 
recognize  that  it's  necessary.  People  1 
realize  that  they  can't  cut  their  c 
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TRANSWAY  S 

GOING 
PLACES! 


In  Freight 
Forwarding 


In  Trailer 
Manufacturing 


Transway  has  made  a  commitment  to 
innovation  and  leadership  in  each  of  these  areas  of 
transportation  and  distribution. 

Transway  International  Corporation 
The  Total  Modal  Transportation  Company. 
A  Sound  Concept  To  Invest  In. 


In  Marine 
Transportation 


In  Liquefied 
Petroleum  Gas 


Please  write  for  our  1978  Annual  Report.  Learn  about  our  investment  in  the  future  of  transportation  and  how  it  has 
helped  us  to  become  a  corporation  with  over  $800  million  in  revenues,  and  almost  $300  million  in  total  assets. 


i  ran 

Transway  International  Corporation 

747  Third  Avenue 
New  York,  New  York  10017 
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climbed  above  the  clou 
on  Hawaii's  Volcano  Island" 
to  hide  a  case  of  Canadian  Glu 

*~,^'v- SpHi^  •-    -        :.  .<•  \     Ik"' '  * 


a  Hawaiian  vacation  to  search  for 


'Watch  out  for  Pele,"  the  islanders  warned 
us  of  their  bad-tempered  goddess.  We'd 
come  to  the  Volcano  Island  of  Hawaii, 
where  Pele's  tantrums  can  send  torrents  of 
lava  skyward,  to  hide  a  case  of  C.C.® 
Lava  hot  enough  to  boil  water. 
Want  to  see  what  Pele  can  do  when  she's 
angry?"  friends  asked.  We  did,  so  with  our 
C.C.  on  a  pack  frame,  we  went  searching 
for  a  hiding  place  on  one  of  Hawaii's 
newest  lava  flows.  The  river  of  lava  had 
been  cooling  for  two  full  years,  yet  the  heat 


of  Pele's  anger  rose  up  hot  enough  to  boil 
water  in  places. 

The  beach  looked  like  shining  coal. 

Later,  we  cooled  off  while  searching  an- 
other of  Pele's  works.  In  a  dark  temper,  the 
fire  goddess  had  sent  black  lava  coursing 
into  the  sea.  But  the  surf  had  pounded  it 
into  a  fine,  coal-black  sand  to  create  one 
of  the  world's  most  beautiful  beaches. 
Climbing  up  to  one  of  Hawaii's 
strangest  sights. 
Finally  we  packed  our  C.C.  up  13,796-foot- 
high  Mauna  Kea  volcano.  A  surprise 
awaited  us  at  the  peak.  Snow!  A  sight  we 
never  expected  in  Hawaii!  Along  our  trail 
up  Mauna  Kea,  we  buried  a  surprise  for 
you,  the  case  of  Canadian  Club.  One  clue: 
you  don't  need  to  reach  the  top  of  the 
world's  highest  island  volcano  (you  won't 
even  need  to  enter  the  state  park)  to  find 
the  world's  finest  tasting  whisky.  Be  care- 
ful though,  Pele  thinks  that  C.C.  is  hers. 


'  The  Best  In  The  House""  in  87  lands. 

1979  •  6  YEARS  OLD  IMPORTED  IN  BOTTLE  FROM  CANADA  BY  HIRAM  WALKER  IMPORTERS  INC  DETROIT,  MICH. 
86  8  PROOF  BLENDED  CANADIAN  WHISKY 


I  re  there  any  hotels 
left  in  the  world  that 
still  practice  the  fine  art 
of  attention  to  detail? 
Precious  few. 


THE  RITZ-CARLTON 

CHICAGO 

Water  Tower  Place 

Call  your  Travel  Agent  or  Toll  Free 
New  York  Stare  800-462- 1  1  50 
Elsewhere  in  Continental  U.S. 
800-828-1  188 

Four  Seasons  Hotels 

London,  England  (Inn  on  the  Park) 

Chicago  (Ritz-Carlton) 
San  Antonio  •  San  Francisco  (Clift) 
Washington  DC-  Houston  1 98 1 
Israel  •  Montreal 
Ottawa  •  Belleville 
Toronto  (Four  Seasons,  Yorkville) 

Toronto  (Inn  on  the  Park) 
Calgary  •  Edmonton  •  Vancouver 


throats  by  cutting  down  the  plants." 

But,  as  more  industry  concentrates 
along  the  Mississippi  in  southern  Louisi- 
ana; attitudes  will  change  as  they  are 
already  changing  along  the  Houston  Ship 
Channel.  Louisiana  even  now  is  looking 
to  lessen  its  dependence  on  oil  and 
chemicals,  to  diversify  its  industry.  And 
a  man  like  Charles  Wilson,  candidate  for 
sheriff  of  St.  Charles  Parish,  is  thinking 


about  land  use.  "We  need  to  put  so 
concentrated  effort  into  what  we  \J 
the  growth  to  be,"  says  Wilson.  The 
ish,  he  reports,  is  thinking  of  payii 
land-use  planner  up  to  $50,000  a  yes 
advise  it  on  how  to  get  to  that  day 
its  residents  have  sufficient  jobs  and 
ficient  income  to  want  to  rest  a  bil 
savor  the  quality  of  life.  But  right 
Louisiana  is  hungry,  and  on  the  make. 


No  noxious  flowers  in  El  Jardin 


Here — in  a  nutshell — is  why  Louisi- 
ana can  siphon  away  industry  once 
destined  for  the  environs  of  the  Hous- 
ton Ship  Channel:  The  area  around 
Galveston  Bay  has  many  homes  in 
the  $100,000  to  $200,000  price  range. 
In  subdivisions  with  names  like  El 
Jardin,  there  are  bayfront  homes  with 
neatly  trimmed  lawns  and  two-car  ga- 
rages. The  people  sail,  play  tennis, 
drink  cocktails  indoors  where  it's 
cool.  But  a  whiff  of  pollution  might 
sour  those  cocktails — not  to  mention 
lowering  the  price  of  the  house. 

Many  residents  are  engineers  or 
technicians  at  the  Bayport  Industrial 
Complex,  the  Johnson  Space  Center 
or  elsewhere  in  the  area's  heavy  in- 
dustrial plants.  They  live  off  industry 
but  don't  want  to  live  next  door  to  it. 
Organized  in  local  residents'  associ- 
ations and  in  an  umbrella  group  called 
the  Galveston  Bay  Conservation  and 
Preservation  Association,  these  citi- 
zens stopped  Atlantic  Richfield  in 
1977  from  building  an  oil  storage  fa- 
cility at  nearby  Bayport.  ARCO 
planned  to  bring  150,000-ton  tankers 
into  a  new  unloading  facility  the  com- 
pany was  to  build  on  the  Bayport  Ship 
Channel.  Faced  with  delay  and  envi- 


ronmental wrangling  from  GBCP> 
ARCO  abandoned  the  project.  It  bui 
a  larger  storage  facility,  1 5  miles  sout 
at  industrial  Texas  City. 

Next,  the  GBCPA  hit  Hudson  O 
Co.  with  a  barrage  of  letters  over  it 
plans  to  build  a  refinery  at  Bayport.  I 
1978  the  residents  chased  away 
$200  million  caustic  soda/ethylene  d: 
chloride  plant  that  B.F.  Goodrich  an 
Bechtel  were  going  to  build  then 
(Goodrich/Bechtel  is  now  buildin 
that  plant  at  Convent,  La.  in  St.  Jame 
Parish,  30  miles  southeast  of  Bato 
Rouge.)  Finally,  the  GBCPA  is  hot| 
contesting  a  $180  million  st) 
rene/polyethylene  project  that  Amer 
can  Hoechst — the  U.S.  subsidiary  d 
Germany's  Hoechst  AG — has  undq 
construction.  Quite  clearly,  they  hop 
that  Hoechst  will  weary  of  the  con 
stant  harassment  and  go  away. 

The  issue  is  put  succinctly  by  one  q 
the  anonymous  advisers  to  GBCPA, 
chemical  engineer  for  Shell:  "We  a] 
ready  get  75%  to  85%  of  our  schoq 
taxes  from  industry.  We  don't  neel 
any  more.  There's  a  difference  b( 
tween  a  country  town  that  welcome 
its  first  industry  with  open  arms,  an 
our  area."  — J.I 


A  stately  borne  with  a  bayou  view  near  Galveston  Bay 
But  smokestacks  through  the  picture  window  do  rat  help  real  estate  prices 
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Textron's  kind  of  company 


RESEARCH  AND  DEVELOPMENT 

(Millions  $'s) 


•  A  strong  engineering  reputation.  Created  by  57  years  of  building  fine  outdoor  power  equipment 
for  professionals  as  well  as  homeowners. 

•  A  record  of  innovation.  The  latest  example  is  the  new  Power-Burst"  control,  on  both  lawn  mowers 
and  snowthrowers,  to  deal  with  tall,  thick  grass  or  deep  snow.  And  a  Jacobsen  garden  tractor  has 
been  adapted  to  hydrogen  power  for  experiments  with  this  fuel  of  the  future. 

•  Manufacturing,  engineering  and  marketing  expertise  that  Jacobsen  can  share  with  other 
Textron  Divisions,  like  Homelite,  Fafnir  and  Polaris  E-Z-Go. 

These  strengths  make  Jacobsen  Textron's  kind  of  company. 
Together  with  the  basic  advantages  that  Textron  Divisions  enjoy: 
manageable  size . . . recognized  market  positions. .  .sound  technology 
. .  .experienced  management. . . solid  growth  records. 

We'd  want  to  invest  in  these  companies,  if  we  didn't  already  own 
them.  And  we  back  our  Divisions  with  a  continuing  commitment  to 
new  product  development.  For  the  last  six  years,  Textron-financed 
R&D  has  totaled  more  than  20%  of  pre-tax  income.  It  now  exceeds 
$80  million  a  year. 

For  more  information,  write  Textron  Inc.,  Providence,  R.  I.  02903. 

1973 
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Ideas  well  managed. 


TEXTRON 


How  to  fine  tune  a 
high-speed  cash  flow 
network  with  195  moving 
parts  in  50  states . 

Ask  Chicago's  Bank. 


Get  maximum  performance  out  of  International  Telephone  and 
Telegraph  Corporation's  domestic  cash  flow  system.  Fine  tune  a  sophisti- 
cated mechanism  connected  to  195  locations  throughout  the  United  States. 

Do  it  without  short-circuiting  local  management 

That  was  the  challenge.  The  biggest  cash  management  consulting 
project  ever  attempted  by  a  bank  and  a  corporation. 

Of  all  the  proposals  submitted,  First  Chicago's  was  the  one  ITT  chose. 

Together  with  their  corporate  cash  managers,  we  developed  a  unique 
system  that  would  enable  ITT  to  harness  its  own  creative  talents.  Their 
Treasurer's  Department  would  solicit  the  ideas  of  people  at  the  operating 
level  for  speeding-up  the  cash  flow  of  individual  units.  And  these  ideas 
would  be  coordinated  with  overall  corporate  goals. 

To  initiate  the  program,  teams  of  First  Chicago  and  ITT  cash  manage- 
ment experts  took  to  the  road  for  six  months,  meeting  in  groups  and  one- 
on-one  with  local  cash  managers.  We  worked  with  them  on  the  technology 
of  cash  management  We  developed  special  materials  to  help  them  identify 
and  analyze  float  And  we  encouraged  them  to  seek  the  help  of  their  local 
banks  whenever  possible. 

The  first  stage  of  the  project  is  completed.  The  joint  task  force  from 
First  Chicago  and  ITT  is  now  evaluating  over  400  ideas  and  opportunities 
suggested  by  the  local  units.  And  the  net  effect  will  be  to  improve  cash 
management  techniques  on  a  scale  never  before  attempted  in  private 
industry. 

Combining  human  and  technological  resources  to  move  money  faster. 
It's  one  of  more  than  100  ways  First  Chicago  has  helped  ITT  since  1934. 
To  find  out  how  we  can  help  you,  phone  Rand  Sparling,  Vice  President 
and  Group  Head,  (3 12)  732-6 160. 

Whatever  your  business  interests,  from  electronics  to  aerospace  to 
natural  resources  and  more,  First  Chicago  can  help.  In  Chicago,  in  one  of 
our  nine  regional  offices  listed  below,  or  anywhere  else  in  the  world, 
ask  Chicago's  Bank. 


Chicago:  Rand  Sparling,  312/732-6160  •  Atlanta:  Norman  McClave  111,404/892-0966  •Baltimore:  Robert  E.  Probasco,  301/547-8700 
Boston:  Robert  G.  Barrett,  617/247-4040  •  Cleveland:  Earle  C  Peterson,  216/781-0900  •  Dallas:  James  A.  Edwards,  214/742-2151 
Houston:  Grant  R.  Essex,  713/658-1 100  •  Los  Angeles:  Richard  D.  Durrett,  213/628-0234  •  New  York:  Donald  Glickman,  2 1 2/75 1-3910 
San  Francisco:  William  R.  Lyman,  4 1 5/788-43 1 1 

©  1979  The  First  National  Bank  of  Chicago.  Member  F.D.I.C. 


If  Joel  Greenberg  turns  up  on  your  stockhold- 
er roster,  expect  some  fireworks. 


Out  of  the  pit 
and  into  the 
boardroom 


By  Allan  Sloan 


When  it  comes  to  making  money 
on  pigs,  not  many  people  can 
touch  foel  Greenberg.  A  little- 
known  but  highly  successful  commod- 
ities speculator  on  the  Chicago  Mercan- 
tile Exchange,  Greenberg  has  made  mil- 
lions of  dollars  trading  pig  bellies  and  is 
about  to  make  millions  more  through  his 
investment  in  Bluebird  Inc.  of  Philadel- 
phia, the  country's  largest  pig  processing 
company. 

If  a  pending  deal  by  a  British  company 
to  buy  Bluebird  goes  through,  Greenberg 
will  realize  a  pretax  capital  gain  of  more 
than  $19  million — enough  to  put  meat 
on  his  table  for  a  few  years. 

Greenberg,  whose  trading  prowess  has 
made  him  one  of  the  most  powerful  men 
on  the  Chicago  Merc,  began  assembling 
Bluebird  shares  in  1974,  when  the  stock 
was  going  for  under  $3  and  he  was  about 
the  only  buyer.  Over  the  years  Greenberg 
has  painstakingly  assembled  2.75  million 
shares — 57%  of  the  company — mostly 
through  open-market  purchases.  His  av- 
erage cost  was  a  bit  under  8.  Now  North- 
ern Foods,  Ltd.,  a  big  British  food  com- 
pany, is  offering  14  7/8  for  Bluebird.  Not 
bad  for  someone  who  started  out  doing 
$500  cotton  trades  in  1965. 

Who  is  Joel  Greenberg,  and  how  did  he 
get  so  successful?  You  won't  find  out 
from  Greenberg,  a  very  private  man. 
"Outside  of  an  occasional  statement,  I 
have  shied  away  from  publicity,"  Green- 
berg said,  refusing  to  be  interviewed. 

Information  from  public  records  and 
talks  with  the  few  people  who'll  talk 
about  Greenberg — all  of  whom  ask  for 
anonymity  because  they  fear  his  clout 
and  vengeance — paint  a  picture  like  this: 
Ckeenberg,  now  just  41  years  old,  has 
made  millions  speculating  in  commod- 
ities for  himself  and  his  investors  in  the 
sast  decade.  He's  had  big  scores  in  pigs 
and  cattle,  though  he  is  said  to  have  been 
short  on  gold  a  while  ago  and  gotten 
Durned. 
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Joel  Greenberg  of  the  Chicago  Merc 
A  very  private  investor. 

After  four  years  in  the  Navy,  Green- 
berg was  graduated  from  the  University 
of  Illinois  with  a  marketing  degree  in 
1963.  He  had  sales  jobs  in  the  computer 
business  until  1969,  when  he  became  a 
broker  for  Heinold  Commodities,  a  big 
Chicago  house.  He'd  begun  trading  in 
commodities  four  years  earlier  and  had 
joined  the  Merc  in  1967.  In  just  two 
years  at  Heinold,  Greenberg's  big  deal- 
ings and  speculative  successes  earned 
him  a  reputation  as  one  of  Heinold's  up- 
and-coming  high  rollers.  Although  he 
may  be  getting  a  bit  old  for  a  young 
man's  game,  Greenberg  is  still  a  terror  on 
the  days  he  ventures  onto  the  floor  to 
deal.  "When  he  goes  into  the  pit  now, 
everyone's  afraid  to  bid  against  him," 
one  of  Greenberg's  rivals  says. 

Greenberg's  trading  has  caused  him  a 
bit  of  trouble  with  commodities  regula- 


tors, who  fined  him  four  times  in 
and  1972,  and  once  more  last  year, 
total  fines:  $24,250.  Greenberg's  SEO 
ings  say  his  main  occupation  these  | 
is  trading  commodities  for  his  own 
count.  Some  of  his  backers  are  ChJ 
Lubin,  the  founder  of  Kitchens  of] 
Lee;  Milton  Salstone,  a  Chicago  re 
distributor;  and  Continental  Illn 
Bank,  which  lends  him  millions  of] 
lars  at  prime  or  close  to  it. 

Although  most  of  Greenberg's  acl 
ties  are  private — and  he'd  like  to  1 
them  that  way — lately  he's  been  mo 
heavily  into  shares  of  publicly  tri 
companies. 

His  holdings  in  public  compa 
alone  are  worth  around  $50  mill 
There's  no  way  to  even  guess  at  his 
sonal  net  worth. 

In  addition  to  $41  million  of  Blue) 
stock,  Greenberg  owns  43%  of  Rive« 
Foods,  Ltd.,  a  company  whose  pub} 
declared  holdings  include  $450,001 
Bluebird  stock  and  $8  million  (cost 
Buring  Food  Group,  a  Memphis-b! 
food  processing  company  Riverside  i 
private  a  year  ago  through  a  tender  Q 
Greenberg  personally  owns  18.8%  ( 
million  worth)  of  Compo  Industrie 
Waltham,  Mass.  manufacturer  of 
thetic  leather.  Greenberg  also  owns  i 
of  a  recently  established  Chicago  a 
pany,  Midwest  Quality  Beef,  that's 
ready  so  big  that  disgruntled  Colol 
cattlemen  have  complained  it's  rid 
meat  prices.  Greenberg  and  his  parti 
have  denied  that. 

Even  Greenberg's  small-scale  ac 
ties  in  the  stock  market  make  him  rj 
money  than  most  investors  hope  tq 
in  a  lifetime. 

Last  December  he  and  a  partnershi 
backers  began  rapidly  accumula 
shares  in  Celina  Financial  Corp.,  art 
surance  holding  company  based  in 
lina,  Ohio.  For  $3.15  million,  Greenl 
and  his  partners  grabbed  19%  of  Celil 
publicly  traded  shares  (there's  a  sec 
class  of  nonpublic  stock).  Celina  man. 
ment  didn't  much  care  for  Greenbe: 
"We  don't  cotton  to  any  one  big  sh 
holder,"  says  Chairman  Don  Montgt 
ery.  Greenberg  took  the  hint  and 
out — to  Saul  Steinberg's  Reliance  Grc 
Given  Steinberg's  reputation,  Ce 
may  end  up  wishing  it  hadn't  beer 
mean  to  Greenberg.  In  addition  to  1 
ing  his  bit  of  revenge,  Greenberg  and 
partners  made  a  small  profit  on  the  d 
about  $190,000. 

The  most  detailed  example  of  Gr« 
berg  at  work  is  Bluebird,  an  interes 
company  even  without  Greenberg.  fu 
butcher  shop  in  Philadelphia  30  y 
ago,  the  company  estimates  it  made  ! 
million  ($1.57  a  share)  on  $573  mil 
revenues  for  the  fiscal  year  ended  July 
Those  margins  aren't  much  in  perc 
but  they're  terrific  for  the  pig  busines 
The  company  is  run  by  Herbert  (E 
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GLENLIVET 

AGED  12  YEARS 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-bld  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

'  Unchanged  since  1824. 


GLENLIVET 

12  YEARS  OLD 

Intended  a/trad* 
'Scotch  Hifus/y 


E  TASTE WOND 
PREMIUM  SCOTCH 


IGNAL  STRATEGY: 


Apply  high  technology  to  improve  fuel  consumption 
in  automobiles  and  aircraft 


RETURN  ON 
EQUITY 


The  Garrett  Corporation,  a  major  part  of  Signal, 
continues  to  develop  a  command  of  energy-saving 
technologies  that  range  from  aircraft  engines  to 
automobile  turbochargers  and  beyond. 

Its  TFE-731  turbofan  aircraft  engine,  for  example, 
burns  25-40%  less  fuel  than  turbojet  engines  in  its 
thrust  class.  It  has  helped  Garrett  capture 
50%  of  the  market  for  turbine  propulsion 
engines  in  general  aviation. 

Garrett's  world  leadership  in  turbo- 
chargers  for  trucks,  aircraft,  and  other 
applications  has  been  extended  into  auto- 
mobiles, to  meet  the  need  for  more  eco- 
nomical engines.  Turbochargers  reduce 
fuel  consumption  20%  by  making  small 
engines  do  the  work  of  larger  ones. 

Garrett  is  also  a  major  supplier  of  aux- 
iliary systems  for  commercial  and  military 
aircraft.  It  is  expanding  successfully  into 
the  markets  for  industrial  gas  turbines  and 
mass  transportation  propulsion  systems. 

To  maintain  its  technological  leadership 
in  all  these  areas,  and  others,  Garrett 
spent  $161  million  in  research  and  develop- 
ment in  1978  which  included  several 
nuclear  fuel  processing,  coal  burning  and 
solar  power  programs. 

Capitalizing  on  the  integrated  powertrain 
for  Mack  Trucks.  Unlike  its  major  U.S.  compet- 
itors, Mack  produces  its  own  engines,  transmissions, 
axles,  frames,  and  many  other  key  components. 
This  is  the  basis  of  Mack's  reputation  for  quality.  It 
also  enables  Mack  to  export  trucks  for  assembly 
overseas.  As  a  result,  Mack  holds  a  20%  share  of 
the  U.S.  market  for  heavy-duty  diesel  trucks,  and  a 


commanding  62%  share  of  exports.  In  1978,  Mack 
invested  $13  million  in  research  and  development 
activities. 

Positioning  UOP  in  major  growth  areas. 

The  energy  shortage  requires  upgrading  of  refin- 
eries and  petrochemical  plants.  Pollution  control  has 
become  a  major  industry.  Water  shortages 
threaten  in  many  areas.  In  all  three  fields, 
and  others,  UOP  has  become  a  major 
source  of  new  technology.  To  maintain  its 
leadership,  $36  million  was  spent  for 
research  and  development  in  1978. 

These  three  major  parts  of  Signal, 
together  with  a  group  of  other  investments 
ranging  from  real  estate  to  broadcasting, 
have  produced  rapid  and  sustained  growth. 
Return  on  equity  has  more  than  doubled  in 
the  last  three  years,  reaching  18.4%  in 
1978. 

The  growth  continues.  Sales  and 
earnings  for  the  first  six  months  of  1979 
were  the  highest  results  in  the  entire 
57-year  history  of  The  Signal  Companies. 

To  ensure  future  internal  growth,  Signal 
spent  a  total  of  $210  million  in  research  and 
development  in  1978,  of  which  $102  million 
was  customer-funded.  Capital  expenditures  were 
$97.4  million.  At  the  same  time,  our  conservative 
financial  posture  gives  us  the  flexibility  to  take  ad- 
vantage of  external  investment  opportunities  which 
may  arise,  and  we  are  constantly  analyzing  them. 

For  a  copy  of  our  annual  report  write:  The  Signal 
Companies,  9665  Wilshire  Boulevard,  Beverly  Hills, 
California  90212.  Ticker  symbol:  SGN. 

©  The  Signal  Companies.  Inc  .  1979 


The  Signal  Companies 

Worth  watching 
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The  Garrett  Corporation  •  A/tack  Trucks,  Inc.  •  UOP  Inc.  •  Signal  Landmark  Properties,  Inc.: 


The  AmericanWorker. 

He  holds  the  white-hot  molds  for  America  in  his  hands 

For  almost  100  years  now,  we've  been 
insuring  America's  most  valuable  resource: 
her  workers. 

During  that  time,  we've  discovered  some  • 
very  effective  ways  to  help  American  business 
hold  down  the  cost  of  insurance.  Loss  Control 
is  one  way. 

Our  Loss  Control  Consultants  can  help 
you  to  identify  hazardous  conditions  at  your 
plant-before  they  turn  into  accidents.  Tliat, 
in  turn,  can  reduce  claims  and  substantially 
lower  your  net  insurance  costs. 

Loss  Control.  It's  one  way  to  cut  the  cost 
of  business  insurance.  There  are  many  others. 
Call  or  write  us  today  and  we'll  share  them 
with  you. 


American 
Actual 


.  THE  OFFICIAL  INSURANCE  SPONSOR, 
i  1980  OLYMPIC  WINTER  GAMES 


Helping  America  make  intelligent  insurance  decisions  since  1887. 


c,  48,  who  took  over  Bluebird  when 
ather  died  in  1950.  Various  factors 
ed  the  Cook  family  holdings  to  17%, 
look's  control  was  unchallenged  un- 
reenberg  began  buying  in  and  asked 
seat  on  Bluebird's  board.  He  was 
id  down. 

>ok  is  said  by  friends  to  have  resent- 
Ireenberg's  youth,  and  he  grew  Un- 
as Greenberg  kept  accumulating 
;s.  Last  March  Cook  decided  to 
I  sold  the  985,289  family  shares  to 
nberg  at  12'/2 — 25%  above  the  mar- 
)rice — and  "retired."  While  he  was 
,  the  company  tendered  for  750,000 
5  own  shares  at  10 — less  than  6  Vi 
s  earnings — mainly  to  accommo- 
two  directors,  who  had  large  blocs 
wanted  to  sell.  The  tender  also 
ted   Greenberg's   position   in  the 
Dany  to  57%  from  49%. 
ianwhile,  Cook  decided  he'd  made  a 
jtly  error  in  leaving  Bluebird  and 
H  to  Chicago  to  ask  Greenberg  for  his 
■tack.  Greenberg,  who's  sensitive  as 


is  said  to  have  resented 
mberg's    youth,    and  he 
uneasy   as  Greenberg 
accumulating  shares. 


as  smart,  let  Cook  come  back  in 
As  it  turned  out,  Cook  wanted 
:  than  just  his  old  job:  He  wanted  his 
[y  company  back. 

[th  the  ink  barely  dry  on  Bluebird's 
pelf-tender,  which  was  vastly  over- 
:ribed  and  ended  July  6,  Cook  found 
ielf  a  backer.  He  was  Northern  Foods 
rman  Nicholas  Horsley,  who  offered 
iberg  $14.88  a  share  for  the  Blue- 
jshares  that  had  cost  Greenberg  an 
jge  of  under  $8  a  share.  (A  suit  has 
filed  charging  company  insiders 
about  this  offer  while  the  $10 
tr  was  going  on,  but  that  would 
two  company  directors  tendered 
|shares  at  $10  knowing  a  50%  better 
/as  around.  That's  hard  to  believe.) 
|rsley  says  Cook  wanted  to  get  rid  of 
iberg  badly:  "When  Mr.  Cook  ap- 
plied us,  he  said,  'Look,  Mr.  Green- 
is  a  dealer,  I'd  rather  have  a  stable 
jiany  that  I  know  as  the  controlling 
[holder  than  someone  who  might 
le  out  any  minute.'  And  he's  been 
^d  right,  because  Mr.  Greenberg  has 
prepared  to  sell  him  out."  Cook  was 
»er  for  the  deal  he  agreed  to  be  a 
per  with  Northern  in  the  Bluebird 
it,  paying  the  same  price  as  North- 
~hat  means  Cook's  family  will  be 
lg  back  at  14%  a  position  sold  in 
Ihfor  12%. 

what's  Joel   Greenberg's  game? 
it  be  that  he  has  found  the  stock 
let's  a  safer  way  to  make  money 
:his  money  than  playing  commod- 
futures?  ■ 


Airline  crew 
revives 
passenger 
in  cardiac 
emergency 
with  Robertshaw's 
compact  CPR  kit. 

When  an  international  airline's  passenger  suddenly  collapsed  before 
takeoff,  the  cabin  crew  immediately  started  a  "textbook"  cardiopulmon- 
ary rescue.  Using  chest  compression  and  artificial  breathing  with  100% 
oxygen  supplied  by  a  Robertshaw  portable  life-saving  unit,  they  brought 
the  story  to  a  happy  ending.  Local  paramedics  escorted  the  patient  to 
hospital  care. 

Robertshaw's  versatile  CPR  Demand  Valve  regulates  oxygen  flow 
to  breathing  or  non-breathing  persons.  It's  the  heart  of  a  broad  line 
of  life  support  products  for  emergency  and  institutional  uses.  For 
details,  write  to  Robertshaw  Con- 
trols Company,  Dept.  LSF,  P.O.  Box 
26544,  Richmond, VA  23261.  Or  call 
804/281-0700. 

Exports:  call  Robertshaw  Interna- 
tional Operations,  804/  285-41 61 . 

-^-m  The  Energy  Control  Company® 


If  you'd  like  to  make 
your  factory  outlet 
make  more  money, 
put  it  in  a  mall 
full  of  other 
factory  outlets. 

Factory  Outlet  Mall. 

The  first  mall  is  now  under 
construction  and  will  open 
  late  79  in  Memphis. 


FACTORY 
OUTLET  ® 

MALLS 


Call  901/346-1444 
for  more  information. 

1532  Two  Place  •  P.O.  Box  161209 
Memphis,  TN  38116 
901/346-1444  •  TLT  3109 


i,  OCTOBER  1,  1979 


Yield  Till: 

Higher  yield  and  expected  total  return 9 
Controlled  risk.  All  in  a  passive  portfolio. 

Wells  Fargo  created  it.  Plan  Sponsors 
were  waiting  for  it. 

In  just  six  months,  we've  put  more 
than  $500,000,000  to  work.  Harder  than 
it's  ever  worked  before. 


¥;i  dr  ~jL\  .  '  W>'£  :.  . 


Pioneering. Wells  Fargo  Bank. 


Statistical  Spotlight 


hre  money?  has  poured  into  convertible  se- 
Irities  in  the  past  six  months,  says  an  expert, 
m  in  the  previous  four  years.  What  gives? 


Why  convertibles 
are  in 


fce  A  Frotey  of  Froley,  Kevy  Investment  Co. 
filing  in  on  the  disappearing  convertible. 


w  you  think  that  stocks  are  cheap  but 
■rou're  nervous  about  the  economy, 
||f  ou  might  want  to  consider  convert- 
■Ibonds  and  preferreds  at  this  time. 
I  way,  if  the  stock  market  takes  off 
■have  an  excellent  chance  of  riding 
I  it;  if  it  goes  down  you  have  the 
Inside  protection  of  a  bond  or  pre- 
IkI  and  little  worry  about  interest  or 
Bends  being  cut.  If  the  stock  market 
Hnowhere  but  interest  rates  drop,  you 
Hi  to  reap  a  capital  gain  from  a  higher 
I  price.  "More  money  has  poured 
■■convertibles  in  the  last  six  months 
Ie  than  in  all  the  previous  four  years," 
W  Norman  J.  Wechsler  of  the  New 
II -based  Wechsler  &  Krumholz  Inc., 
j;etmakers  in  convertibles.  Much  of 
jctivity,  he  says,  is  from  small  mves- 
neeking  an  alternative  to  stocks. 

the  last  year,  moreover,  Citibank, 
I  :ers  Trust  and  First  National  Bank  of 


Minneapolis  have  started  in-house  con- 
vertible funds,  while  the  portfolio  man- 
agers of  existing  funds  at  places  like  Mor- 
gan Guaranty  Trust,  Los  Angeles'  Trust 
Co.  of  the  West  and  Harris  Bank  in  Chi- 
cago have  stepped  up  their  investments 
in  convertibles. 

Premiums  over  conversion  value  are 
low  these  days — Standard  &  Poor's  500 
is  up  12%  so  far  this  year  but  convertible 
bond  prices  haven't  followed  stock 
prices. 

How  to  analyze  convertibles?  A  con- 
vertible bond,  of  course,  has  the  advan- 
tage of  a  definite  maturity  date  and  a 
slightly  more  protected  yield  than  a  pre- 
ferred. The  chief  advantage  of  convert- 
ible preferreds  is  for  corporations;  the 
yield  is  a  dividend  rather  than  an  interest 
payment  and  thus  qualifies  for  the  corpo- 
rate dividend  exemption,  making  it  vir- 
tually a  tax-free  yield  for  the  corporation. 


For  this  reason,  the  preferreds  tend  to  be 
in  greater  demand  and  therefore  to  yield 
slightly  less. 

George  Froley,  of  Los  Angeles'  Froley, 
Rcvy  Investment  Co.,  who  runs  a  $50 
million  portfolio  heavily  weighted  in 
convertibles,  uses  the  following  criteria 
in  selecting  among  the  mass  of  available 
issues:  It  should  have  a  strong  balance 
sheet,  a  low  P/E  multiple  on  the  stock, 
rising  earnings  and  a  high  cash  flow.  Its 
premium  over  conversion  value  should 
generally  be  less  than  30%,  with  a  cur- 
rent yield  of  about  IV2  times  that  on  the 
common  stock  to  provide  protection  in 
case  you're  wrong  on  the  common. 

Convertible  preferreds  offer  parallel 
possibilities.  Take  Weyerhaeuser 's  $2.80 
convertible  preferred.  If  you  were  to  con- 
vert it  today,  you  would  receive  common 
stock  worth  $41  a  share;  since  the  pre- 
ferred itself  sells  for  48,  you  are  paying 
only  a  17%  premium.  And  the  preferred 
yields  5.8%,  which  is  about  double  what 
the  common  yields. 

Here's  another,  less  well  known  way 
to  play  convertibles:  With  some  bonds 
the  issuing  corporation  agrees  to  set 
aside  a  certain  amount  of  money  each 
year  to  retire  some  of  the  bonds  before 
maturity;  this  is  called  a  sinking  fund. 
Convertibles  in  the  smaller  table  on 
page  78  are  sinking  fund  plays.  Take  the 
case  of  Ampex  Corp.  Its  premium  over 
conversion  value  is  78%,  but  starting 
next  August  it  will  begin  to  retire  5%  of 
its  $60  million  bonds  outstanding  each 
year  through  1994;  so  long  as  the  bond 
sells  below  par  the  company  can  be 
expected  to  do  so  through  the  open 
market,  thus  strengthening  demand  for 
the  bond.  Another  sinking  fund  play: 
Lockheed  Corp.  Its  premium  has  nar- 
rowed from  200%  to  64%  in  the  last 
year  as  its  stock  has  gone  from  15  to  28. 
With  its  convertible  selling  at  a  36% 
discount  from  par  and  a  sinking  fund 
that  started  last  year,  Lockheed  is  a 
pretty  safe  hedge,  Froley  believes. 

For  the  investor  who  wants  a  low  con- 
version premium,  a  high  current  yield 
and  a  reasonable  discount  from  par  in 
addition  to  the  sinking  fund  play,  Froley 
recommends  Continental  Air  Lines, 
Zurn  Industries  and  Becton,  Dickinson. 

The  sinking  fund  play  has  become  in- 
creasingly attractive  to  Froley  as  more 
and  more  companies  that  issued  convert- 
ibles in  the  Sixties  are  now  beginning  to 
retire  them.  More  than  half  of  the  611 
outstanding  convertible  bond  issues 
(only  a  handful  of  preferreds  have  this 
feature)  have  active  sinking  funds  today. 

Another  factor  shrinking  the  universe 
of  outstanding  convertible  bonds  and 
preferreds  is  corporations  awash  in  cash 
buying  back  their  securities  early  to 
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Did  your  accountants 
ell  you  what  happened  in 

Washington  last  week? 


Every  week,  the  newsletter  you  see  here  summarizes  the  key 
appenings  in  the  world  of  business  and  finance,  from  a  rather  special 
oint  of  view: 

The  view  of  a  top-level  manager  who's  too  busy  for  words. 
So,  without  a  lot  of  superfluous  words,  "The  Week  in  Review" 
igests  important  things  going  on— at  the  SEC,  the  FTC  and 
le  FASB,for  example. 

To  say  nothing  of  Congressional  committees,  the  IRS,  and  a 
variety  of  professional  accounting  organizations. 

The  whole  idea  is  to  give  you  a  timely,  authoritative  briefing  on 
developments  likely  to  affect  your  business.  In  a  brisk  8  (some- 
times^) pages. 

Our  readers?  Business  executives,  Senators  and  Congress- 
men, college  professors  —  even  other  accounting  firms. 

From  our  viewpoint,  though,  "The  Week  in  Review"  is  more 
than  just  a  useful  newsletter. 

It's  one  of  the  special  ways  that  we  at  Deloitte  Haskins  & 
Sells  have  of  communicating  with  our  clients. 

We  figure  that  the  more  we  help  you  keep  well  informed 
about  the  business  world,  the  better  we'll  be  able  to  help 
you  stay  on  top  of  it. 

You  see,  when  an  accounting  firm  doesn't  stop  at  the 
bottom  line,  it  can  do  a  lot  for  a  client's  business. 
Every  week  DelOltte 

Haskins  Sells 


PffDelortte  Haskins  &  Son  .  111-4  Avenue  of  the  Americas.  New  York,  New  York  10036 


Beyond  the  bottom  line " 


The  convertible  play 


The  convertible  bonds  below  are  notable  for  several  reasons.  The  premiums  on  most  of  them  (the  difference  between  the! 
present  price  and  the  value  of  their  stock  equivalent)  are  relatively  low,  and  the  yields  of  most  of  them  are  150%  higher  than  th< 
yields  on  equivalent  stock. 


Company  (Issuer] 


Coupon/ 
maturity 


S&P's 
rating 


Recent 
bond 
price 


-Bond  yield- 
to 

rent  maturity 


Shares 
per  bond 


-Bond  value- 
if  converted 
now* 


Common  stoc1 
Premium  t    price  yiel 


Becton,  Dickinson 

4'/s 

88 

BBB 

$  835 

4.94% 

6.65% 

20.48 

$  717 

16% 

35 

2A°{ 

Columbia  Pictures 

5% 

94 

B 

860 

6.69 

7.31 

32.65 

800 

8 

24  Vi 

3.3  ! 

Continental  Air  Lines 

3Vi 

92 

B 

621 

5.64 

8.40 

31.41 

518 

20 

16Vi 

1.8 

Cooper  Labs 

4Vi 

92 

B 

660 

6.82 

9.03 

25.64 

558 

18 

21% 

2.8 

DiGiorgio 

5% 

93 

B 

771 

7.46 

8.58 

58.82 

647 

19 

1 1 

5.1  , 

Dillingham 

9% 

99 

B 

1090 

8.94 

8.78 

76.92 

962 

13 

12Vi 

4.8 

General  Health  Services 

£ 
O 

y  1 

ft  11 

o.zz 

C)  Oft 

y  .vo 

AftA 

7 

f 

1    ft  1/c 

1  0/8 

o.O  j 

General  Instrument 

5 

92 

BB 

875 

5.71 

6.45 

16.48 

692 

26 

42 

1.9 

Gulf  &  Western 

SVz 

93 

B 

850 

6.47 

7.24 

48.80 

817 

4 

16% 

4.5 

K  mart 

6 

99 

A 

965 

6.22 

6.31 

28.17 

775 

25 

27Vi 

3.1 

Litton  Industries 

3Vi 

87 

BB 

890 

3.93 

5.25 

23.53 

847 

5 

36 

2.8 

McCulloch  Oil 

10  Vi 

99 

NR 

1065 

9.86 

9.75 

105.04 

788 

35 

7Vi 

nil 

Newhall  Land  &  Farm 

6 

95 

NR 

1040 

5.77 

5.61 

24.39 

1003 

4 

41'/8 

1.9 

Sunshine  Mining 

6V2 

89 

B 

978 

6.65 

6.86 

55.43 

880 

11 

15% 

2.5 

Trane 

4 

92 

BBB 

723 

5.53 

7.37 

27.78 

615 

18 

22% 

4.2 

Zurn  Industries 

5Va 

94 

BB 

850 

6.76 

7.43 

35.09 

680 

25 

19% 

4.1 

"Number  of  common  shares  per  bond  multiplied  by  the  recent  stock  price 
tPercentage  rise  in  stock  price  necessary  to  make  conversion  profitable 


NR  Not  Rated. 


Source:  Froley,  Revy  Investment  Cq 


avoid  common  stock  dilution.  NCR  and 
Newhall  Land  &  Farming  are  two  com- 
panies that  recently  retired  cheap  6% 
convertible  debt.  "The  universe  of  con- 
vertibles is  shrinking  because  corpora- 
tions feel  their  stock  is  underpriced," 
says  Froley.  "The  constant  demand  chas- 
ing a  dwindling  supply  will  mean  a  high- 


er valuation  for  convertibles." 

Froley  warns,  however,  that  there  are 
pitfalls  to  owning  convertibles,  especial- 
ly some  of  the  new  issues.  He  stayed 
away  from  the  recent  Western  Bancor- 
poration  7'/4%  2004  issue  because  just 
before  that  issue  the  company  hiked  its 
dividend,  causing  the  price  of  its  com- 


mon to  jump  and  raising  the  convera 
price.  As  a  rule  of  thumb,  Froley  adv 
against  buying  convertibles  whose  yi« 
are  lower  than  that  of  a  company's  ci 
mon  stock,  such  as  General  Telephonj 
Electronics,  Santa  Fe  Industries,  F< 
most-McKesson,  Tenneco  and  Fan 
Mae.  — Nick  Galluc 


The  sinking  fund  gambit 


The  companies  below  are  among  those  that  have  set  up  sinking  funds  to  redeem  some  of  their  convertible  bonds  each  year.  The 
effect  is  to  strengthen  demand  and  thus  build  added  price  protection  into  the  bonds. 


Recent 

-Bond  yield- 

Bond  value 

Coupon; 

S&P's 

bond 

to 

Shares 

if  converted 

Common  stocl 

Company  (Issuer) 

maturity 

rating 

price 

current 

maturity 

per  bond 

now* 

Premium  t 

price 

yiel< 

Ampex 

5V2 

94 

B 

$705 

7.80% 

9.18% 

21.74 

$397 

78% 

I8V4 

0.5°/c 

Castle  &  Cooke 

5% 

94 

BB 

965 

5.57 

5.73 

53.85 

909 

6 

16% 

4.7 

Giddings  &  Lewis 

4% 

87 

BB 

880 

5.26 

6.58 

37.88 

919 

(4) 

24% 

4.1 

Lockheed 

4% 

92 

NR 

640 

6.64 

9.06 

13.79 

390 

64 

28% 

nil 

Purex 

47s 

94 

BBB 

713 

6.84 

8.28 

28.71 

484 

47 

16% 

6.9 

Tappan 

5Vi 

94 

B 

650 

8.46 

10.11 

32.26 

419 

55 

13 

3.1 

"Number  of  common  shares  per  bond  multiplied  by  the  recent  stock  pnee. 
tPercentage  rise  in  stock  price  necessary  to  make  conversion  profitable 


NR  Not  rated 


Source:  Froley,  Revy  Investment  C< 
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Hart  Schaffner  & 
Success 


Heritage®  Cloth  suit.  Dacron®  polyester  and  wool  worsted. 
From  the  Corporate®  Collection. 

Hart  Schaffner  &  Marx 

36  South  Franklin  Street,  Chicago,  Illinois  60606.  ©1979 Han serv.ces.mc 


KC3DL  SUPER  LIGHTS 

Now  smooth  gets  smoother 
and  even  lower  i  n  tar. 


A  |ight  menthol  blend  gives  low 'tar' 
smokers  the  smooth  taste  they  want. 
Never  harsh  tasting.  Now  you  can 
make  the  smooth  move  to 
KGDL  Super  Lights. 
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)e  Southern  is  different  from  most  other 
\ilroads  in  every  conceivable  way — hut  in- 
istors  don't  seem  to  appreciate  the  fact. 


A  railroad 
and  proud  of  it 


By  James  Cook 


ONFOUNDING    ALL    THE  PESSIMISM 

that  surrounds  the  railroad  indus- 
try these  days  is  the  success  of 
hington,  D.C.'s  Southern  Railway 
It  is  downright  disturbing,  undercut- 
the  alibis  so  many  railroadmen  like 
ot  out  to  explain  away  their  consis- 
ly  dismal  showings.  The  Southern  is 
the  only  railroad  to  prosper.  A  hand- 
f  others,  like  Missouri  Pacific,  Santa 
d  Union  Pacific,  continue  to  make 
money.  But  these  are  as  much  con- 
erates  as  they  are  transportation 
panies. 

uthern,  like  the  Norfolk  &  Western 
which  it  is  currently  considering  a 
ger,  has  never  felt  any  reason  to  be 
idling  other  than  what  it  is:  a  railroad. 
1  its  brilliantly  able,  bluntly  outspo- 
president,  L.  Stanley  Crane,  sees  no 
1  |[ion  why,  for  all  the  industry's  prob- 
s,  Southern  should  not  continue  to 
per  as  just  that. 

st   year   the   Southern   earned  a 
thy  $127  million  on  $1.3  billion  in 
nues,  for  a  13.1%  return  on  equity — 
industry's  second  biggest  money- 
er  behind  Union  Pacific.  Southern's 
earnings  were  almost  double  what 
were  five  years  ago,  and  despite  a 
rally  sluggish  second  half,  1979 
Id  be  even  better — estimate  $9  per 
e.  Yet,  as  Stan  Crane  sees  it,  the  best 
et  to  be.  Barring  a  major  recession, 
ch  may  be  barring  a  great  deal,  he 
cts  Southern's  earnings   to  grow 
faster  over  the  next  five  years, 
uthern  has  had  some  enormous  nat- 
advantages.  It  has  been  blessed  with 
fastest-growing  regional  economy  in 
U.S.,  and  growth  can  work  wonders 
for  a  business  as  competitive  and 
lation-ridden  as  railroads.  "If  the 
ket  is  constricting,  as  it  has  been  in 
ortheast  and  Midwest,  you  don't  do 
ell,"  Crane  concedes.  "If  you  don't 
the  gross,  you  can't  have  the  net." 
en  too,  because  the  South  was  an 
1 


economic  backwater  until  the  eve  of 
World  War  II,  railroads  were  never  over- 
built as  they  were  in  the  Northeast  and 
Midwest.  Southern  has  not  had  to  shoul- 
der the  high  cost  of  maintaining  more 
plant  than  it  needed.  "We  have  identified 
only  600  or  700  miles  of  track  out  of 
15,000  that  are  marginal,"  Crane  says. 
"Conrail  has  15,000." 

Having  made  that  bow  to  Southern's 
good  luck,  however,  it  is  important  to 


Southern  Railway  President  Crane 

"If  you  don't  have  the  gross,  you  cant 

have  the  net."  

add  that  luck  was  only  part  of  it.  South- 
ern has  been  equally  blessed  with  that 
mysterious,  undefinable  quality  known 
as  good  management. 

The  South  may  have  boomed,  but  Sea- 
board Coast  Line  Industries,  Southern's 
principal  competitor,  has  not  boomed 
correspondingly  (Forbes,  Apr.  30).  Be- 
tween 1971  and  1977,  for  example,  when 
Southern's  tonnage  volume  rose  38%, 
Seaboard  Coast  Line  Railroad  posted  a 


mere  7.8%  gain,  its  Louisville  &  Nash- 
ville affiliate  a  mere  8.8%.  So  it  isn't 
enough  just  to  be  where  the  action  is. 
Southern  is  one  of  the  best-managed  rail- 
roads in  the  country,  perhaps  the  best, 
and  Seaboard  executives  in  their  efforts 
to  rebuild  their  company  admit  privately 
that  what  they're  trying  to  do  is  dupli- 
cate Southern's  pattern  for  success. 

Long  before  most  others,  Southern  rec- 
ognized that  rising  labor  costs  were  go- 
ing to  be  the  industry's  principal  internal 
problem.  It  made  the  necessary  invest- 
ment in  mechanization  and  automation 
to  keep  labor  costs  under  control,  wheth- 
er it  was  replacing  a  crosstie,  putting 
wheels  on  axles  or  a  car  through  a  classi- 
fication yard.  In  the  15  years  immediate- 
ly following  World  War  II,  while  its  busi- 
ness was  expanding,  Southern  cut  its 
work  force  from  about  50,000  to  under 
20,000,  the  sharpest  cut  in  the  industry. 
Each  new  labor  contract  limits  South- 
ern's ability  to  reduce  its  work  force  fur- 
ther, but  the  big  gains  have  already  been 
made.  Southern's  wage  ratio — at  40.3% 
of  revenues — is  the  lowest  in  the  indus- 
try, well  below  the  Missouri  Pacific's 
second-ranking  43.1%,  and  the  indus- 
try's 53.8%.  "Our  low  wage  ratios," 
Crane  says,  "result  simply  from  the  fact 
that  we  produce  more  ton-miles  with 
less  people." 

That  ratio  is  not  simply  a  matter  of 
technology.  It's  also  a  matter  of  single- 
minded  managerial  commitment.  South- 
ern refused  to  see  the  benefits  of  its  1963 
merger  with  the  Central  of  Georgia  frit- 
tered away  and,  once  the  merger  was 
accomplished,  summarily  fired  some 
1,500  employees  and  worried  later 
whether  it  was  legally  entitled  to  do  so. 
Ruthless?  Perhaps.  But  the  CofG  was  one 
of  the  few  railroad  mergers  of  the  Sixties 
that  really  paid  off.  More  recently,  when 
Southern  considered  acquiring  Penn 
Central's  lines  in  the  Delmarva  peninsu- 
la, it  backed  off  sooner  than  accept  unfa- 
vorable labor  conditions.  Contrast  this 
with  the  onerous  conditions  the  old 
Penn  Central  management  accepted 
from  the  labor  unions,  conditions  which 
prevented  their  merger  from  producing 
savings  and  contributed  mightily  to  the 
eventual  bankruptcy. 

Good  management  is  more  than  mere- 
ly being  tough  with  unions.  Take  cost 
accounting.  The  railroad  industry  has 
been  notorious  for  not  knowing  what  its 
real  costs  were  on  any  given  activity.  Not 
so  the  Southern.  "We  accumulated  a  data 
base,"  Crane  says,  "which  permitted  us 
to  identify  our  origin  and  destination 
movements  and  how  much  money  we 
got  from  them.  We  saw  what  segments 
we  ought  to  be  in  and  what  segments  we 
oughtn't  and  how  to  price  ourselves  out 
of  those  segments  unless  the  customers 
really  wanted  the  rail  mode  and  were 
willing  to  pay  the  price." 

As  a  result,  Southern  withdrew  from 
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the  less-than-carload  freight  business, 
but  it  also  launched  a  series  of  marketing 
innovations  that  revolutionized  the  rail- 
road industry — side-loading  lumber  cars, 
wood  chip  cars,  high-volume  100-ton 
freight  cars  (for  grain,  coal,  lime  and  alu- 
mina) and  the  high-volume  "unit"  (one- 
product)  trains  with  which  the  industry 
successfully  warded  off  the  competitive 
threat  of  the  coal  slurry  pipeline. 

The  real  trick  was  neither  equipment 
nor  technology  but  the  ability  to  provide 
the  service  the  customer  needed.  A  few 
years  ago,  for  instance,  Southern  had 
been  losing  its  lime  traffic  to  trucks — 
even  though  the  truck  rates  were  much 
higher — simply  because  at  peak  seasons 
it  could  not  supply  the  equipment  to 
handle  the  business.  Southern  got  the 
idea  to  ship  lime  to  strategic  locations 
when  equipment  was  readily  available 
and  stockpile  it — and  proposed  a  rate  to 
stimulate  that  traffic.  The  result:  Be- 
tween 1974  and  1978  Southern's  lime 
volume  increased  15%,  its  revenues, 
70.4%,  its  available  profit,  122%. 

Nor  did  management  dissipate  profits 
by  paying  out  excessive  dividends,  as 
many  railroads  have  done.  Southern  has 
paid  out  less  than  40%  of  earnings  over 
the  past  half-dozen  years  and  poured  the 
rest  into  capital  spending.  Wonder  of 
wonders!  Southern  spent  $1.6  billion  on 
:apital  projects  over  the  past  decade,  yet 
Lts  debt  ratio  has  dropped  from  37%  to 
under  35%.  Not  bad  in  an  industry  that 
lias  been  woefully  short  of  capital. 

Interestingly,  too,  Southern  manage- 
ment resisted  the  merger  mania  that 
swept  the  industry  in  the  Sixties  and 
Seventies  and  resulted  in  many  unwise, 
unworkable  combinations.  Southern  did 
lot  ignore  the  trend;  it  simply  refused  to 
succumb  to  it.  It  talked  with  the  Missou- 
ri Pacific  and  only  last  winter  with  the 
Illinois  Central  Gulf.  But  it  backed  out  of 
30th  because  the  price  was  too  high.  "I 
ion't  want  to  weaken  the  company," 
Crane  says,  "with  a  deal  that  doesn't 
Denefit  my  stockholders,  employees  and 
shippers — all  the  people  who  have  an  in- 
:erest  in  the  company." 

Southern  is  now  talking  merger 
igain — this  time  with  the  N&W.  Though 
:he  merger  may  prove  attractive  in  itself, 
Crane  concedes  it  was  partly  defensive — 
i  response  to  the  proposed  Chessie-Sea- 
joard  combination.  Crane  doesn't  really 
jbiect  to  that  one.  He  just  wants  the 
Seaboard  and  Chessie,  as  a  condition  of 
:heir  merger,  to  relinquish  to  Southern 
>ome  of  their  valuable  properties. 

Perhaps  more  threatening  is  South- 
:rn's'  heavy  dependence  on  its  connec- 
:ions  with  Conrail  to  the  north  to  get  its 
shipments  to  their  destinations.  As  part 
)f  the  proposed  deregulation  legislation, 
lonrail  hopes  to  win  the  right  to  repudi- 
ite  its  interline  agreements  on  any  un- 
profitable traffic — including  the  short- 
laul  traffic  it  gets  from  Southern  at  Cin- 


cinnati and  Washington,  D.C.  Crane  is 
far  angrier,  however,  about  the  service 
Conrail  provides.  He  can't  provide  ade- 
quate service  to  the  textile  industry,  for 
example,  because  it  takes  Conrail  48 
hours  to  move  traffic  from  Alexandria, 
Va.  to  New  York.  Southern  could  move  it 
by  highway  in  only  5.  Radishes  go  from 
Belle  Glade-,  Fla.  to  Cincinnati  in  22 
hours,  but  Conrail  doesn't  run  with  them 
to  the  ultimate  customer  in  Toledo.  The 
customer  must  truck  them  from  Cincin- 
nati himself. 

These  are  relatively  manageable  prob- 
lems. Southern  originates  more  than 
50%  of  the  traffic  it  carries,  so  it's  less 
dependent  upon  its  connections  than 
other  railroads.  And  it  has  a  nicely  bal- 
anced traffic  mix.  More  than  half  of  its 
revenues  currently  comes  from  four  ma- 
jor commodities:  lumber,  wood  and  pa- 
per products  (17.9%);  chemicals  (12.6%); 
coal  (12.6%)  and  kaolin  clay  (9.3%). 

This  diversity  plus  the  growth  of  its 
territory  will  stand  Southern  in  good 
stead    during    the    current  recession. 


"When  one  segment  is  down,"  Cra 
says,  "the  other  seems  to  hold  up  qu 
well — unless  there's  a  severe  recess] 
like  the  one  in  1974.  And  it  looks  as  if] 
South's  growth  will  continue  at  a  difl 
entially  higher  rate  than  the  nation's 
the  next  10  or  15  years."  A  signifies 
part  of  the  increase,  Crane  says,  is  goj 
to  come  from  coal.  Southern's  coal  v 
ume  should  increase  around  6%  a  veal 
or  25%  to  30%  over  the  next  five  yea 
while  coal  revenues  should  double.J 
1985  Crane  expects  coal  to  provide  abj 
20%  of  Southern's  revenues. 

Conglomeration?  Diversification? 

"We  think  we  can  make  more  mo: 
by  investing  in  locomotives  and  cars 
signals  and  better  bridges,  and  so 
we've  done  pretty  well." 

In  a  sense,  the  Southern  is  tarred! 
the  same  brush  as  the  other  railroads] 
spite  of  its  impressive  growth  record! 
stock  currently  sells  at  only  six  tirl 
expected  1979  earnings.  But  someday] 
vestors  are  going  to  realize  that  South! 
is  more  than  just  another  railroad.  ■  1 


Strategic  location 


The  Southern  not  only  straddles  the  booming  South,  but  its  two  primary  main 
lines — Washington  to  New  Orleans,  East  St.  Louis  to  Jacksonville — also  link  the 
region  directly  with  other  major  U.S.  transportation  markets. 


East  St.  Louis 
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Suddenly  a  day  comes  when 
the  gift  must  be  opened  promptly 


Timing,  critical  in  the  harvesting  of  any  crop,  is  acutely  so  when  the  crop  is  peas. 
Too  long  on  the  vine,  and  their  tender  sweetness  turns  to  starchy  flatness. 

To  speed  this  critical  harvesting  job,  FMC  builds  harvesters  which  mechanically 
pick  the  peas  and  shell  them  in  the  field.  Our  latest  model  pea  harvester  offers 
advancements  never  before  available  in  speed  of  operation,  trouble-free  harvesting,  and 
production  of  high  crop  yield. 

Special  FMC  harvesters  for  many  hard-to-harvest  crops,  from  corn,  beans,  carrots 
and  tomatoes  to  deciduous  fruits  and  nuts,  not  only  enable  farms  to  operate  more 
efficiently,  but  result  in  higher  quality  foods  for  you. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  industrial  and  agricultural 
chemicals,  environmental  equipment,  material  handling,  construction,  mining,  and 
power  transmission  equipment.  Write  FMC  Corporation,  200  East  Randolph  Drive, 
Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


-FMC 


These  fantastic,  50-ton  dolos  play  a  special 
role  in  Spain's  gigantic  new  aluminium  complex. 
So  does  financing  by  worldwide  Citibank. 


Some  18,000  of  these  surrealistic  concrete 
shapes— costing  almost  $40  million 
—protect  the  huge,  man-made  harbor 
specifically  built  to  serve  western  Europe's 
newest,  largest,  and  most  advanced 
aluminium/alumina  complex. 

Submerged  along  the  massive  break- 
waters that  enclose  the  harbor,  these  dolos 
effectively  intercept  and  diffuse  the  impact 
of  the  strong  tides  and  high  seas  common 
to  Spain's  northwest  coast— where,  at 
San  Ciprian,  this  vast  new  venture  is  located. 

Owned  jointly  by  Aluminio  Espanol, 


S.A.  and  Alumina  Espanola,  S.A., 
the  complex  has  received  substantial 
financing  assistance  from  Citibank's 
affiliate,  Citicorp  International  Group. 


"Citibankers  finance  sound  growth:' 

Eduardo  Monteiro,  Plant  Manager,  says: 
"Innovative  Citibank  financing  has  enabled 
us  to  'build  in'  growth  factors  designed 
to  achieve  an  eventual  annual  production 
of  2,400,000  tons  of  alumina  and  270,000 
tons  of  aluminium." 

Besides  creating  1,600  new  jobs  in  a 


Citibank,  N.A.    Member  FDIC 


Eduardo  Monteiro  (left),  Plant  Manager  for 
Aluminio  Espanol,  points  out  a  particular  feature 
of  the  complex  to  Citibanker  Peter  Schuring. 


high-unemployment  sector  of  Spain,  the 
complex  will  provide  work  for  an  additional 
6,000  persons  in  support  industries.  And, 
in  reducing  by  80%  the  country's  alumina 
and  aluminium  import  expenditures, 
it  promises  a  significant  improvement  in 
Spain's  balance  of  payments. 

A  two-way  Citibank  commitment." 

Comments  Peter  Schuring,  Vice  President 
in  Citibank's  Madrid  office:  "This  project 
incorporates  not  one  but  two  separate 
financings  — one  to  each  of  the  companies 


comprising  the  complex.  It  also  casts 
Citibank  in  a  dual  role,  as  both  supplier 
and  syndicator  of  the  financing." 

Citibankers  work  to  structure  creative 
ways  to  meet  the  needs  of  corporate 
customers— and,  through  these  innovative 
financial  services,  to  contribute  to  the 
economic  development  of  every  area  we 
serve,  through  our  branches,  subsidiaries 
and  affiliates  worldwide. 

A  subsidiary  of  Citicorp 


f  An  airline  should 
do  more  than  take 
care  ofme  in  the  air! 


From  the  time  you  pick  up 
your  phone,  to  the  time  you  pick 
up  your  bags... 

United  means  business. 


At  United,  we  give  you  everything  we've  got. 
From  the  time  you  make  vour  reservations 
until  the  time  you  pick  up  vour  bags. 

Just  one  call  to  United  or  vour  Travel  Agent 
takes  care  of  your  flight,  hotel,  and  rental  car. 

At  the  airport,  you'll  find  United  people 
making  that  extra  effort  to  speed  vou  and  vour 
baggage  on  your  way. 

.And  in  the  air.  you'll  enjoy  all  the  comforts 
and  extra  services  that  have  made  United 


the  front  running  choice  of  business  fivers. 

When  it  comes  to  delivering  the  kind  of 
service  you  deserve -both  on  the  ground  and 
in  the  air— United  means  business. 

For  information  and  reservations,  call  vour 
Travel  Agent  or  United.  Partners  in  Travel 
with  Western  International  Hotels. 

"You  really  do  mean  business." 

"From  the  ground  up" 


Fly  the  friendly  skies  of  United 

Call  your  Travel  Agent 


fnk  you'd  like  to  run  your  own  business? 
tt  listen  to  Bud  Sargent  describe  his  hair- 
sing  adventures  at  Thetford  Corp. 


You  gotta  like 
trauma 


The  Up-And-Comers 


brd  President  Bud  Sargent 

one  thing  to  say  you  like  risk.  And  it's  quite  another  to  realty  enjoy  it.' 


r  was  a  squeaker!"  admits  Thetford 
'resident  Charles  L.  (Bud)  Sargent, 
ifter  an  embarrassed  pause.  "We 
2  pretty  close  to  losing  the  company 
>74."  Now,  in  1979,  Sargent  faces  yet 
her  crunch. 

s  footsteps  echo  ominously  as  he 
;s  beside  silent  assembly  lines  in  the 
pany's  modern  factory  headquarters 
inn  Arbor,  Mich.  Here  and  there, 
tw,  green  and  tan  Porta  Potti  compo- 
s  ate  stacked  neatly,  waiting  for 
;ers  who  were  laid  off  months  ago. 
rta  Pottis?  You  guessed  it:  portable 


toilets.  They  cost  about  $50  apiece.  They 
need  just  a  cup  of  water  to  operate,  as 
opposed  to  the  5  gallons  that  the  familiar 
white  china  device  in  your  bathroom 
requires.  And,  should  you  be  so  inclined, 
you  can  carry  a  light,  plastic  Porta  Potti 
about  with  you  as  you  would  an  over- 
night bag.  Porta  Pottis  are  a  boon  in  the 
boondocks,  says  Sargent.  Recreational 
vehicle  owners  love  them.  Undertoileted 
European  apartment  dwellers  crave  Porta 
Pottis. 

You  may  laugh  at  the  name  Porta 
Potti,  of  course.  Most  people  do.  "It's 


toilet  fright,"  Sargent  explains  indulgent- 
ly. "A  way  of  coping  with  embarrass- 
ment." They  make  jokes  about  toilets, 
just  as  people  have  been  doing  ever  since 
flush-toilets  were  invented  by  Britain's 
Sir  Thomas  John  Crapper  in  the  1890s. 
(Poor  fellow!  He  gives  a  boon  to  mankind 
and  we  memorialize  him  with  the  words 
"crap"  and  "crappy.")  Scarcely  a  day  goes 
by,  winces  Sargent,  but  that  some  cus- 
tomer makes  a  tasteless  remark  about 
Thetford's  being  "number  one  in  the 
number  two  business." 

But  of  course  it's  all  quite  serious  to 
Bud  Sargent,  especially  when  nine 
months'  earnings  are  off  nearly  70%  and 
the  production  lines  are  silent  again. 
Sales,  which  were  $35  million  last  year, 
won't  reach  much  more  than  $30  million 
this  year.  RV  sales  have  almost  dried  up 
in  the  latest  energy  crunch,  the  boon- 
dockers  are  few  and  far  between  and  only 
the  Europeans  are  still  buying — they  will 
account  for  half  Thetford's  sales  this 
year.  It's  hard  to  believe  that  this  com- 
pany snapped  back  so  beautifully  in  1975 
after  two  years  in  the  red,  that  it  aver- 
aged a  stunning  30.4%  return  on  equity 
for  the  past  five  years.  (While  prior 
losses,  which  cut  stockholders'  equity  by 
a  third,  and  a  fair  amount  of  long-term 
debt  leverage  might  appear  to  inflate  that 
profitability,  such  factors  are  more  than 
offset  by  Thetford's  heavy  capital  spend- 
ing which  is  now  running  at  over  13%  of 
1978  sales  of  $35  million  and  more  than 
twice  1978  earnings  of  $1.9  million.) 

"You're  looking  at  a  bad  year  right 
now,"  admits  Sargent,  gazing  ruefully  at 
an  idle  Aqua  Magic  line.  "But  the  com- 
pany is  not  in  any  kind  of  trouble  like  we 
were  the  last  time,  when  our  debt  was  at 
least  twice  our  net  worth  and  the  banks 
were  wondering  if  they  were  going  to 
collect  what  we  owed  them.  The  next  six 
months  will  be  difficult.  But  our  balance 
sheet  is  strong."  ("Improved"  might  be  a 
better  word:  the  current  ratio  is  2.2  vs. 
1 — but  just  about  half  of  current  assets  is 
inventory,  and  debt  is  82%  of  book  value 
rather  than  200% — i.e.,  still  pretty  racy.) 

Is  Sargent  discouraged  by  this,  Thet- 
ford's second  major  setback  in  half  a 
decade? 

Have  you  seen  the  Cycle-Let?  he  asks 
by  way  of  reply.  No?  Ah!  Sargent  quick- 
ens his  pace.  "Most  of  our  shareholders 
are  on  the  ride  for  Cycle-Let,"  he  says, 
taking  a  sharp  left  just  past  the'  factory 
rest  rooms  and  ascending  a  simple  steel 
staircase  that  leads  to  a  wooden  platform 
some  ten  feet  above.  There,  somewhat 
unexpectedly,  sit  several  streamlined 
blue  and  white  metal  boxes,  five  to  seven 
feet  high,  that  could  easily  pass  for  com- 
puters in  a  crowded  room.  They  are 
emitting  a  soft,  reassuringly  constant 
hum  and  give  off  no  more  odor  than  an 
IBM  370.  Yet  they  are  capable  of  impres- 
sive dirty  work.  When  duty  calls,  they 
take  all  of  the  "gray  and  black  wastes" 
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from  the  rooms  below,  treat  them  bio- 
logically, pump  them  through  tubular  ul- 
trafiltration membranes,  remove  color 
and  odor  from  the  filtered  water  by 
means  of  an  activated  carbon  polishing 
process  and  finally  disinfect  it  with 
ozone  produced  by  an  innovative  light/ 
ozone  process  in  order  to  pump  fresh, 
recycled  water  back  into  the  china  facili- 
ties in  the  rest  rooms  below.  Standard 
models  cost  $15,000  to  $40,000. 

"We  know  the  market  for  these  ma- 
chines is  very  large,"  says  Sargent,  shyly 
resting  his  hand  on  one.  "But  it's  hard  to 
get  a  handle  on  just  how  large  because 
the  reason  people  would  buy  one  is  it 
allows  them  to  buy  cheap  property 
which  doesn't  percolate  well  enough  for 
a  septic  tank  drainfield  and  put  a  busi- 
ness establishment  or  something  on  it. 
Our  initial  approach  is  filling  stations,  7- 
Eleven  stores  and  small  factories.  If  we 
can  get  some  chains  buying  the  product 
...  I  mean,  the  product  works.  Technical- 
ly it's  a  whopping  success.  It  solves  a  lot 
of  problems  for  people." 

Patents?  "A  lot,"  Sargent  replies, 
quickly  brushing  them  aside.  "But  look, 
if  an  idea  is  good  enough,  patents  don't 
help  that  much.  They're  just  a  delaying 
tactic.  The  only  way  to  maintain  a  busi- 
ness is  to  have  the  marketing  strength 
and  the  engineering  strength  to  advance 
a  product  in  the  marketplace." 

Does  Thetford  have  the  marketing 
muscle  for  Cycle-Let?  "No,"  Sargent  says 
bluntly.  "But  we're  developing  it.  A  year 
from  now  we'll  be  fairly  strong." 

How  long  does  he  think  he  has  before 
the  potential  competition — like  Mono- 
gram Industries  and  Koehler  in  commer- 
cial aircraft  toilets  and  of  course  Crane 
and  American  Standard  in  household  toi- 
lets— tries  to  muscle  in?  "A  couple  of 
years,"  he  replies  quietly  "Of  course  the 
logical  approach  for  them  is  to  see  if  they 
can  buy  us.  But  this  company  isn't  for 
sale  [Sargent  and  his  father,  Frank,  own 
29%  of  the  common,  holdings  by  other 
officers  and  directors  bring  it  up  to  about 
42%].  So  they'll  have  a  lot  of  research 
and  development  work  on  their  hands." 

Sargent  has  a  lot  of  work  on  his  hands, 
too.  Last  year  he  more  than  tripled  his 
debt  load  from  $2.6  million  to  $8.4  mil- 
lion, largely  to  launch  Cycle-Let.  Porta 
Pottis,  still  in  serious  oversupply,  are  a 
maturing  product  line.  If  earnings  from 
Porta  Pottis  don't  in  fact  snap  back  later 
next  year  as  expected,  Bud  Sargent  could 
be  in  trouble  again.  He  is  betting  the 
entire  company  on  Cycle-Let,  and  his 
timing  had  better  be  right.  That's  more 
risk  than  most  investors  feel  comfortable 
with,  which  is  why  the  almost  1  million 
shares  trade  over-the-counter  at  scarcely 
more  than  five  times  1978  earnings.  At 
5V2  the  stock  is  down  from  29  in  1972. 

Sargent  smiles  serenely  at  all  this. 
"What  we're  going  through,  and  to  some 
extent  I  suppose  dragging  our  sharehold- 
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ers  through,  is  an  entrepreneurial  exer- 
cise," he  says.  "I  guess  you  gotta  have  a 
lot  of  guts  and  a  lot  of  faith  to  do  some- 
thing like  this.  It's  not  like  they  taught 
me  at  the  Harvard  Business  School. 
They're  not  particularly  successful  at 
teaching  this  sort  of  thing.  Most  people 
don't  enjoy  the  unpredictable.  It's  one 
thing  to  say  you  like  risk.  And  it's  quite 
another  to  really  enjoy  it.  I  love  it. 
There's  an  excitement  in  not  knowing 
exactly  what's  going  to  happen." 

Sargent  is  the  son  of  a  General  Motors 
plant  superintendent  who  received  his 
undergraduate  education  in  mechanical 
engineering  at  the  General  Motors  Insti- 
tute and  paid  his  own  way  through  the 
Harvard  Business  School.  "I  guess  I  had 
always  wanted  to  run  my  own  business 
ever  since  I  was  a  kid,"  he  says.  While  at 
GMI,  Sargent  and  several  high  school 
friends  started  their  own  business  mak- 
ing lightweight  fiberglass  canoes  with 
hollow  ribs.  That  business  failed  but  that 
only  whetted  Sargent's  enthusiasm.  "It's 
the  desire  to  create  a  product,"  he  says. 
"That's    what    motivates  engineering 


"What  we're  going  through, 
and  to  some  extent  I  suppose 
dragging  our  shareholders 
through,  is  an  entrepreneurial 
exercise.  Everyone  had  writ- 
ten us  off  anyway,  so  we  had 
the  luxury  of  talcing  that  ap- 
proach all  over  again.  It's  not 
like  they  taught  me  at  the 
Harvard  Business  School. 
Most  people  dont  enjoy  the 
unpredictable.  I  love  it" 


types  like  us.  Somehow  the  desire  to 
make  money  is  kind  of  secondary." 

Sargent  walks  slowly  across  an  empty 
basketball  court  just  off  the  factory  floor 
on  his  way  to  the  corporate  "museum" 
which  sits  incongruously  to  one  side  of 
the  bleachers.  Here,  under  a  banner  with 
the  old  corporate  motto  "The  Really 
Clean  Toilet,"  sits  a  colorful  array  of 
Thetford 's  efforts  over  the  past  16  years 
to  make  the  toilet  truly  mobile. 

"I  guess  we  got  in  the  business  because 
my  Dad  was  a  caravanner,  a  recreational 
vehicle  owner,"  he  says,  fondly  picking 
up  an  antique  Porta  Potti  component. 
"He  owned  an  Airstream  and  he  knew  all 
the  guys  down  there  at  Airstream  and 
they  asked  him  if  he  couldn't  develop  a 
valve  to  drain  the  holding  tanks  on  travel 
trailers.  They  were  using  some  steam 
valves  that  were  always  plugging  up.  So 
Dad  designed  a  mechanical  seal  gate: 
valve  where  the  blade  slides  out  of  the 
way  to  open  the  valve.  And  that's  the 
real  strength  the  company  still  has  today. 
The  use  of  low-pressure  rubber  seals.  It's 
somewhat  sophisticated  to  engineer,  but 
if  you  know  how  it's  easy,  and  at  General 


Motors'  AC  Sparkplug  division, 
my  brother  Ronald  and  I  and  Dd 
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worked,  they  do  it  every  day 

"We  also  developed  some  cupl 
door  latches  for  travel  trailers,"  Sa 
goes  on.  "We  had  a  whole  lot  of 
products.  In  fact  while  I  was  at  thejlQii 
vard  Business  School  doing  gra< 
work  I  did  a  study  on  trailer  hitcheq 
So  in  1963,  brimming  with  new 
uct  ideas,  the  two  Sargent  sons  quit 
jobs  at  General  Motors,  put  up  $] 
and  borrowed  $10,000  (which  in  a  ci 
of  years  grew  to  $70,000)  on  f| 
Frank's  net  worth  from  the  Cit: 
Commercial  and  Savings  Bank  in  nt 
Flint,  Mich,  and  set  up  shop  as  The 
Corp.  "This  valve  was  such  a  succ 
Sargent  recalls,  "that  Airstream  car 
us  and  said,  'If  you  can  put  that  valvi 
toilet,  we'll  buy  the  toilet  from  yoi^;;r. 
cause  we're  having  all  sorts  of  prob 
with  ours.'  So  we  did.  [It  was  calle« 
Aqua  Magic  and  was  installed  pe 
nently  in  RVs.]  Then  other  people  v 
ed  to  buy  them.  .  .  ." 

Thetford's  Aqua  Magics  were  sej 
beautifully  in  the  large  recreational 
cle  market.  Then  in  1966  Thetford  C 
out  with  the  Porta  Potti,  which  cou 
carried  onto  smaller  vehicles  that  dl 
have  permanent  toilets  on  them, 
product  was  an  instant  success 
Sargent,  fondly  patting  the  original  i 
el.  "It  was  the  first  high-ticket  iteri 
RVs  that  distributors  could  make  a  l| 
money  on.   We   sold  something 
20,000  pieces  the  first  year.  We  coui 
believe  it." 

Thetford  also  sold  rollout  awnings 
electric  jacks  and  hitches  for  RVs. 
with  toilets  booming,  that  inven 
was  sold  off.  "You  just  can't  afford  t| — 
everything,"  says  Sargent.  "Of  cc 
you  always  feel  you're  going  to  get  1 
in  someday."  In  1969-70  the  opport 
ty  arose  to  go  international  and  1 
Thetford,  with  sales  of  around  $9 
lion,  seized  it  aggressively.  An  Aui 
lian  distributor  that  wanted  to  sell) 
was  acquired,  and  Thetford  set  up  e 
in  the  U.K.,  where  caravanning  is  q 
popular. 

So  far,  so  good,  but  when  the  mai 
for  recreational  vehicles  started  to 
lapse  in  1973,  there  was  a  furious  sqi 
ble  about  how  Thetford  should  resp 
to  the  challenge.  Ronald,  thinking  I 
to  the  loss  of  the  awning  and  electric 
businesses,  wanted  Thetford  to  acq) 
its  way  out  of  trouble  by  buying  up 
or  three  other  suppliers  in  the  recreat 
al  vehicle  industry.  The  conflict  was 
sic:  Brother  Ronald  thought  of  the  c 
pany  as  a  maker  of  RV  components; 
Sargent  thought  of  it  as  a  toilet  techn 
gy  company.  Not  only  was  there  the  l 
Thermasan  product  in  the  works,  wJ 
would  utilize  hot  exhaust  gases  fro 
vehicle  to  incinerate  waste,  but  pror 
ing  research  as  well  in  biological  ] 
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s  that  suggested  new  opportunities 
le  broader  world  of  sanitation  and 
e  treatment — the  first  steps  toward 
e-Let. 

ter  a  prolonged  and  often  bitter 
ggle,  Ronald  sold  out  in  1974,  moved 
alifornia  and  started  making  auto- 
i.  |J   c  plant  watering  devices.  ("I've  been 
^     lg  one  out  for  him,"  says  Bud  Sargent 
itably.  "It  works  real  well.") 
lrgent  calls  this  moment  "the  critical 
ing  point." 

Ne  developed  a  strategy  in  1975,"  he 
"We  knew  this  energy  crisis  was 
kg  to  hit  again,  and  the  RV  industry  is 
ulnerable  to  that.  So  in  1975  we  said, 
re  going  to  get  our  inventories  down, 
costs  down,  get  the  banks  paid  off, 
more  outside  directors  to  help  us 
k  a  little  broader,  minimize  invest- 
lt  in  new  product  for  a  couple  of  years 


.  .  .  and  still  spend  about  $1  million  a  year 
on  the  Cycle-Let  program.'  Everyone  had 
written  us  off  anyway  so  we  had  the 
luxury  of  becoming  entrepreneurs  all 
over  again." 

In  1973  Thetford  had  acquired  a  small 
portable-outhouse  business  that  had  a 
crucial  patent  for  the  basic  system  of 
recycling  used  by  Cycle-Let.  That  com- 
pany's owner  had  been  born  again  the 
year  before  and  wanted  to  sell  out  so  he 
could  spread  the  Word.  "Like  it  always 
turns  out  in  this  kind  of  deal,  the  guy 
isn't  as  far  ahead  as  you  thought  he  was," 
Sargent  remarks.  "We  wound  up  starting 
at  ground  zero.  We  put  Al  Coviello  in 
charge  of  it.  He's  the  creative  genius  who 
developed  three  rather  new  sciences:  a 
miniaturization  of  a  treatment  part  of 
that  product;  the  use  of  membranes  for 
filtering  waste,  which  presents  some 


special  problems;  and  a  disinfection,  wa- 
ter clarification  system  that  is  entirely  a 
Thetford  development." 

Now,  six  years  later,  Cycle-Let  is  on 
the  market  and  Bud  Sargent  is  pacing  the 
floor  in  Ann  Arbor  awaiting  the  results. 
"That's  probably  the  hardest  part  of  it," 
he  says,  "wondering  if  it  will  sell."  He 
could  have  sold  his  stock  in  Thetford  a 
few  years  ago  for  over  twice  what  he 
could  get  today.  And  he  could  probably 
be  making  more  money  at  GM.  "All  my 
friends  are  now  plant  managers  and  even 
vice  presidents,"  he  says.  "I'll  probably 
make  less  money  in  the  end."  He's  not 
complaining;  just  explaining.  Says  he: 

"If  you  want  everything  to  be  predict- 
able and  you're  not  fascinated  by  a  little 
bit  of  trauma,  then  don't  go  into  business 
for  yourself.  Personally,  I  love  it!" 

— Geoffrey  Smith 


m't  call  me  a  hero,  warns  Dermot  Dunphy  of  Sealed  Air.  Hes 
)solutely  right.  That  would  be  premature. 


What  turnaround? 


The  Up-And-Comers 


Vied  Air  President  Dermot  Dunphy 

aking  changes  is  a  negative,  okay?  You  only  make  changes  if  you  have  to. 


I AM  ABSOLUTELY  UNWILLING  tO  be 
characterized  as  the  turnaround  guy 
who  came  in  on  a  white  charger 
and  took  this  troubled  company  and  put 
it  back  on  the  upward  path!"  insists  T.J. 
(Thomas  Joseph)  Dermot  Dunphy,  presi- 
dent of  Sealed  Air  Corp. 

Fair  enough,  we  reply — somewhat 
startled  by  such  an  opening  remark. 

"Some  Wall  Streeters  have  done  that," 
he  goes  on,  glaring  menacingly,  "it  helps 
them  sell  stock. 

"However  I  can  tell  you  some  of  the 
things  I  did  upon  taking  over  the  com- 
pany," says  Dunphy,  loosening  his  tie 
and  removing  his  jacket.  He  settles  back 
comfortably  on  a  couch  in  his  company's 
23rd  floor  Park  Avenue  apartment  on 
New  York's  upper  East  Side. 

Sealed  Air,  he  explains,  was  founded  in 
1960  by  Al  Fielding  and  Marc  Cha- 
vannes,  who  had  just  invented  Bubble 
Wrap,  that  delightful  packaging  material 
few  adults  can  resist  playing  with.  (How 
much  digital  pressure  does  it  take  before 
the  wiggly  plastic  bubbles  pop?  How  loud 
will  the  pop  be?  Are  they  all  that  difficult 
to  pop?)  A  public  company  from  the  out- 
set, Sealed  Air  by  1969  was  a  hot  little 
stock  with  a  price/earnings  multiple  of 
61,  a  20%  return  on  equity,  no  long-term 
debt  and  $4  million  in  sales  from  an 
innovative,  proprietary  product. 
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If  the  house  weren't  insured, 
)ancirf  couldn't  bring  it  down 


It's  an  old  cliche  that  the  show  must 
go  on.  But  without  insurance,  that  tra- 
dition might  die.  The  truth  is,  insurance 
is  what  helps  keep  show  business  in 
business. 

Owners  simply  couldn't  afford  to 
book  shows  into  their  theaters  without 
insurance.  The  risks  -  to  the  performers, 
the  audience,  and  the  theater  itself— 
would  be  too  great.  In  fact,  without 
insurance,  you'd  never  get  to  enjoy  a  lot 
of  things  that  add  drama  to  your  life. 


Insurance  isn't  just  for  when  things 
go  wrong.  It  also  helps  us  get  more  out 
of  life.  And  because  insurance  allows 
people  to  face  financial  risks  they  other- 
wise  couldn't  afford,  it  plays  a  vital  role 
in  America's  free  enterprise  system. 

We're  proud  of  the  msurance  busi- 
ness. And  the  people  involved  in  it. 
Especially  our  more  than  1,300  inde- 
pendent insurance  agents  and  brokers 
who,  with  us,  are  dedicated  to  helping 
insure  the  American  way  of  life. 


INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER  INSURANCE  COMPANIES 


Home  Office:  San  Francisco  94120 


Enter  Dermot  Dunphy,  a  38-year-old 
native  Irishman  educated  at  Oxford  and 
Harvard  Business  School.  Dunphy  had 
just  sold  little  Custom-Made  Packaging 
to  Hammermill  Paper.  "It  was  a  boot- 
strap effort  to  build  my  personal  net 
worth,"  he  explains.  Now  quasi-wealthy, 
by  his  own  standards  at  least,  but  not  yet 
ready  for  a  life  of  leisure,  Dunphy  told 
friends  at  Donaldson,  Lufkin  &  Jenrette 
that  he  had  some  money  to  invest  and  he 
wanted  to  be  chief  executive  of  a  public 
company.  DLJ  proceeded  to  lose  some 
money  for  him  in  the  market  slump  that 
followed,  but  got  him  a  seat  on  the  board 
of  Sealed  Air,  in  which  they  had  about  a 
45%  position  at  the  time.  "I  was  being 
warehoused,"  says  Dunphy.  "The  board 
position  at  Sealed  Air  was  just  a  way  to 
stay  in  contact  with  DLJ  until  some  deal 
came  along  that  suited  me." 

The  deal  came  along  in  several 
months.  It  was  Sealed  Air.  In  1970  the 
company  dipped  slightly  into  the  red. 
The  next  year  President  Ted  Bowers  ab- 
ruptly resigned.  "I  really  don't  want  to 
say  anything  critical  of  Ted,"  says 
Dunphy.  "That's  poor  form.  But  obvious- 
ly he  made  some  judgment  errors.  Essen- 
tially the  company  was  on  track  except 
for  two  things.  First,  Ted  had  imple- 
mented a  lot  of  ambitious  programs 
which  involved  considerable  expense 
coming  off  a  strong  1969.  In  the  reces- 
sion that  followed  he  made  the  classic 
mistake:  He  didn't  cut  back  early 
enough.  And  that  was  because  he  didn't 
have  a  contingency  plan. 

"Secondly,  the  company  had  made  a 
significant  change  in  the  manufacturing 
process  which  was  overly  hasty.  It 
turned  out  to  be  very  beneficial,  but  the 
switch  was  painful  and  expensive  be- 
cause it  was  done  in  all  the  plants  at  the 
same  time  instead  of  being  phased  in." 

Hardly  irreversible  mistakes.  Why  did 
Bowers  resign?  "Some  of  the  board 
members  in  particular  were  putting  pres- 
sure on  him,"  says  Dunphy.  "And  he's  a 
proud  guy.  He  said,  'Look,  if  you  don't 
like  the  way  I'm  doing  things,  I'm  leav- 
ing.' Suddenly  the  directors  look  around 
the  room.  'My  God,  Ted  has  quit.  What 
are  we  going  to  do?'  They  look  at  me. 
'Ah!  You're  it!'  I  wasn't  salivating  for  the 
job.  But  in  all  honesty  the  challenge  was 
already  appealing  to  me.  .  .  ." 

Sealed  Air  is  now  a  $54  million  (sales) 
company  whose  return  on  equity  has 
topped  29%  on  average  over  the  past  five 
years  with  relatively  little  leverage  (long- 
term  debt  is  currently  just  7%  of  capital- 
ization). Earnings  growth,  save  for  1975 
and  1976,  has  been  averaging  better  than 
28%  a  year.  Dunphy  is  modest:  "In  my 
view,  60%  of  the  success  of  a  turnaround 
executive  is  the  ability  to  see  that  the 
company  is  in  the  process  of  turning 
around  anyway  .  .  .  that  he  doesn't  have 
to  do  very  much  more  than  get  on  the 
horse  and  ride  it.  My  predecessor  was  a 


superb  recruiter  of  people,  for  example.  I 
think  the  most  important  thing  I  did  was 
realize  that  the  company  already  had 
strong  people  .  .  .  that  the  worst  thing  I 
could  do  would  be  the  typical  turnaround 
deal  where  you  start  changing  people. 
Making  changes  is  a  negative,  okay?  You 
only  make  changes  if  you  have  to." 

Clearly,  Dunphy  wants  people  to  know 
that  he  is  a  fine  tuner,  not  a  hatchet 
man — refinancing  excessive  short-term 
debt  with  a  five-year  loan,  and  installing 
a  three-level  financial  planning  system. 
But  he  concedes  he  did  cut  back  sharply 
on  Sealed  Air's  research. 

As  you  listen  to  Dunphy's  curious  self- 
deprecation,  you  suddenly  realize  that 
there  is  method  in  his  modesty.  He  is 
steering  the  interviewer  away  from  do- 
ing a  turnaround  story  because  he  real- 
izes that  Sealed  Air  has  by  no  means 
turned  a  decisive  corner.  For  one  thing, 
the  original  product  line  is  maturing. 
"The  bubble  idea  is  leveling  off  in  pack- 
aging," Dunphy  admits.  "The  segment 
of  the  market  for  which  Bubble  Wrap  is 


"In  my  view,  60%  of  the  suc- 
cess of  a  turnaround  execu- 
tive is  the  ability  to  see  that 
the  company  is  in  the  process 
of  turnaround  anyway — that 
he  doesnt  have  to  do  much 
more  than  get  on  the  horse 
and  ride  it.  .  .  .  Essentially,  the 
company  was  on  track  except 
for  two  things:  I  Bowers]  didn't 
cut  bach  soon  enough  and  he 
made  a  change  in  the  manu- 
facturing process  which  was 
overly  hasty." 


best  suited  is  not  all  that  large." 

Signs  of  that  maturation  became  un- 
mistakable as  earnings  growth  failed  to 
recover  properly  in  1976.  Dunphy  put  the 
pressure  back  on  research  for  alternate 
uses  of  air-cellular  material  and  searched 
about  for  a  related  acquisition. 

He  was  lucky  on  both  counts.  Re- 
search came  up  with  an  air-cellular 
swimming  pool  blanket  (which  warms 
the  water  it  floats  on),  a  product  line  that 
now  accounts  for  10%  of  Sealed  Air 
sales.  "Maybe  there  are  some  other  uses 
for  the  bubble  technology,"  he  says  hope- 
fully. And  Dunphy  found  "foarn-in- 
place"  packager  Instapak,  which  he  ac- 
quired for  $7.6  million  in  the  last  quarter 
of  1976.  Instapak,  which  had  sales  of  $1 1 
million  at  the  time,  makes  another 
amusing  packaging  product:  a  gun  that 
shoots  urethane  foam  which  expands  to 
140  times  its  liquid  bulk  in  contact  with 
the  air.  It  is  used  as  protective  packag- 
ing. The  foam  can  be  made  right  on  the 
production  line  of  the  product  being 
packaged.  It  doesn't  have  to  be  shipped 
and  warehoused  like,  say,  styrofoam. 


Hence,  it  is  much  less  expensive  to 

While  Instapak  has  contributed 
stantially  to  Sealed  Air's  earnings  gra 
in  the  last  two  years,  its  future  is  b' 
means  certain.  Using  urethane  foai 
packaging  is  a  concept  that  dates  bac 
the  late  Fifties.  The  only  real  edge 
Instapak  has  is  the  supposedly  "i 
proof"  gun,  which  can  be  operatec 
unskilled  labor  and  works  only  witb 
stapak-supplied  chemicals.  Instapak  j 
has  about  80%  of  a  market  that's  gi 
ing  35%  a  year,  claims  Dunphy. 
there  are  plenty  of  other  guns  about,  1 
patent  protection  and  plenty  of  comj 
tors  (as  one  would  expect  given  a  mai 
of  such  potential  size),  including  s 
heavyweights  as  Signode,  Olin  Corp. 
the  Tri-Wall  division  of  Indian  H 
"It'll  be  a  horse  race,"  Dunphy  admi4 

A  bit  more  worrisome  is  Dunp! 
consensus-management  style — a 
that  seems  certain  to  become  too  ti 
consuming  as  Sealed  Air  grows  rrj 
complex  and  the  competition  more 
tense.  Because  he  hates  to  fire  people 
can  count  on  the  fingers  of  one  hand 
number  of  times  I've  done  it"),  Dun 
demands  virtual  unanimity  in  hiring) 
cisions,  for  example — and  not 
among  top  management.  "If  we're  hii 
a  guy  at  a  middle  management  le 
we'll  have  him  interviewed  by  25 
pie,"  says  Dunphy  proudly.  "It's  exhai 
ing  and  it  takes  days,  but  if  25  pec 
want  him,  it's  got  to  be  a  good  decisic 
Nor  is  such  a  group  approach  limited 
personnel  matters.  "We  believe  in 
mense  involvement  in  the  decisil 
making  process,"  he  says.  While  th 
may  indeed  be  positive  aspects  to  si 
an  approach,  there  is  also  the  poten 
for  damaging  delay  and  the  worry 
thought  that  the  concept  may  reflect  j 
found  insecurity  in  Dunphy  himself. 

Finally  there  is  the  threat  of  takeo 
Dunphy,  the  largest  individual  shj 
holder,  owns  just  3%  of  the  commj 
and  the  only  institutional  holdings 
note  are  First  Capital  Corporation 
Chicago's  8%  position  and  DLJ's 
maining  5%.  "Oh  yes,  we  are  vulnera 
in  a  classic  sense,"  he  concedes.  But  tl 
he  asserts  defiantly:  "Look,  we  are  to 
ly  opposed  to  takeover. 

"This  can  be  built  into  a  major  ind 
trial  enterprise,"  he  goes  on.  "This 
be  the  ninth  year  of  earnings  growth 
we'll  do  that  every  year." 

But  so  many  companies  have  said 
same  .  .  .  and  failed. 

"I  know  every  company  eventua 
stumbles,"  Dunphy  shoots  back  angr 
"But  there  will  probably  be  a  new  pre 
dent  when  that  happens! 

The  trouble  with  being  a  hero  is  tl 
people  come  to  expect  more  of  you  th 
any  person  can  reasonably  deliver.  As 
said,     there's     method     in  Derm 
Dunphy's  seeming  modesty. 

— Geoffrey  Smi 
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DIAL  DIRECT 

If  your  area  has  International  Dialing,  you  can  reach  all  over  the  globe  without 
any  help  and  without  any  wait.  Want  London?  Then  dial: 


INTERNATIONAL  ACCESS  CODE 


COUNTRY  CODE 


CITY  CODE 


011+44+1  + 


LOCAL  NUMBER 


f-  That's  all  there  is  to  it.  Except  that  you  save  money  by  dialing  yourself-90(t, 
which  is  more  than  1 6%. 


ALMOST  DIRECT 
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Until  your  area  has  International  Dialing,  you  can  still  speed  up  your  overseas  calls. 
Dial  0,  and  be  ready  to  give  the  Operator  the  country  city  and  telephone 
number  you  want.  Specify  Sration-to-Sration  or  Person-ro-Person.  The  fewer 
questions  the  Operator  has  to  ask,  the  faster  you'll  reach  your  party  And  on 
Station  calls  not  requiring  special  operator  assistance,  you  can  get  the  same  low 
rates  as  International  Dialing. 

PS.  Everyone  can  dial  direct  to  Canada,  the  Caribbean,  Alaska,  Hawaii, 
and  parts  of  Mexico-just  as  you  dial  direct  to  cities  inside  the  continental  U.S. 

Kissing  cousins  or  courting  a  client,  keep  the  codes  handy  and  use  them 
to  call  the  world-fast. 


CODES  FOR  PRINCIPAL  CITIES  IN  THE  UNITED  KINGDOM  (44) 
Belfast  232   Edinburgh       31  London 


Birmingham  21  Glasgov 

Bradford  274  Leeds 

Bristol  272  Leicester 

Coventry  203  Liverpool 


41  Manchester  61 

532  Nottingham  602 

533  Sheffield  742 
5 1  Southampton  703 


(2)  Bell  System 


Robert  Wilson  believes  in  taking  long  vaca- 
tions. But  that  last  vacation  almost  wiped  out 
one  of  Americas  great  stock  market  plungers. 


Making  money  is 
the  best  revenge 


By  John  Train 


Robert  W  Wilson  in  bis  office 
The  tiger  in  his  tank  is  fear. 


Robert  Wilson's  favorite  ad 
is   exploding   Wall  Street 
loons — the  stocks  of  med 
"concept"  companies  that  get  W 
puffed  up  by  hungry  stockbrokers  in 
of  something  to  sell  to  impressioi 
customers.  He  has  gotten  rich,  very 
from  balloon  bursting.  He  is  one  o) 
great  short  sellers  of  all  time.  Th 
always  a  new  fad  running  around:  al 
ground  swimming  pool  companies, 
mining  stocks,  highway  fast-food  ch 
cancer   cures,   antipollution  sch 
computer  software  companies,  doi 
knit    clothing    manufacturers — s« 
thing,  with  no  numbers  attached,  t 
going  to  change  the  world,  a  tree 
will  grow  all  the  way  up  to  the  sk} 
the  speculators  rush  in,  the  price 
from  5  to  10,  let  us  say.  The  speculai 
confirmed  in  their  wisdom,  buy  r| 
putting  the  price  still  higher.  New  sfli 
lators  rush  in.  Pretty  soon  the  whole 
confirming  perpetual  motion  machii 
grossly  overinflated  beyond  any  rea 
able  investment  value.  Robert  Wil 
watching  this  fatally  familiar  proi 
sees  the  rubber  beginning  to  stretch  1 
more  and  more  puffers  don't  seem  ab 
blow  up  the  concept  any  bigger, 
stock  hits  15.  He  borrows  some  shan 
the  company  from  a  broker,  promisir 
give  them  back  later,  and  sells  then 
the  market  at  15,  say,  planning  to  rej 
chase  them  at  10,  5  or  even  2. 

Thanks  to  the  brokers'  enthusiasm 
retail  investors,  with  a  final  huge  ef 
run  the  stock  up  to  20.  Wilson  has  lc 
third  of  his  investment.  Does  he  pa 
No.  It's  all  routine.  He  sells  short  tl 
sands  of  shares  more.  The  stock  fal 
and  eases  back  to  15.  Now  Wilson  so 
victory:  The  enemy  is  in  retreat!  Hel 
plains  to  his  friends,  to  brokers,  rep 
ers,  anybody  who  will  listen,  why 
stock  is  absurdly  overpriced,  why 
outlook  is  grim:  The  plant  is  antiquai 
management  insincere,  competition 
tensifying,  costs  rising,  the  market 
ing  up,  a  better  product  arriving  fi 
Japan.  The  company  owes  a  lot  of  mo 
to  the  bankers,  perhaps  there  are  reg; 
tory  headaches. 

While  the  original  brokers  rally  tl 
troops  and  seek  to  enlist  new  recn 
under  the  banner  of  "It's  a  bargain  at 
down  from  20,"  and  "It'll  earn  $5  s 
two  years  from  now  and  go  to  40,"  V 
son,  his  broker,  and  other  short-* 
sharpshooters  close  in  for  the  1 
Odd-lot  sellers  panicked,  margin  ca 
the  works.  The  stock  goes  into  free- 
and  Wilson  meets  his  obligations  by 
purchasing  all  his  borrowed  stock 
tween  7  and  10,  thereby  ending  u; 


'This  article  is  taken  from  a  book  by  Mr  Train  etil 
The  Money  Masters  to  be  published  in  January  198 
Harper  &  Row. 
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FORBES,  OCTOBER  I,  1 


IF  BANK  OF  BOSTON  CAN  HELP  TURN 

A  MOUNTAIN  OF  BARK  INTO  A  SOURCE  OF  FUEL 

WE  CAN  SOLVE  YOUR  ENERGY  PROBLEMS. 


The  Brown  Company,  a  major  manu- 
facturer of  paper  products,  had  been 
piling  up  tons  of  useless  bark  at  its 
New  Hampshire  plant  for  many  years. 
The  company  saw  an  opportunity  to  save 
oney  while  eliminating  a  potential  pol- 
tion  problem.  Replacing  its  oil-fired 
burners  with  bark  burners  would  cut 
energy  costs  while  improving  the 
local  environment. 

Cost  of  the  project  was  $12  mil- 
lion. The  company  came  to  Bank  of 
Boston  for  help.  We  advised  them  on 
low-cost,  tax-exempt  Pollution  Con- 
trol Bonds.  Then,  as  lead  bank,  we 
arranged  a  syndicate  to  purchase  the 
bonds. 

What  had  previously  been  a  moun- 
tain of  wasted  bark  has  become  a  source 
of  energy  for  the  Brown  Company.  That's 
what  we  did  for  them.  Now,  what  can  we  do 
for  you?  To  find  out,  call  Lin  Morison,  First 
Vice  President,  at  (617)  434-3410. 


JSrh- 


BANK  of 
BOSTON 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 
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WE'VE  DONE  IT.  WE  CAN  DO  IT  FOR  YOU. 


quarter  of  a  million  dollars  to  the  good. 

So  for  Wilson,  the  energetic  brokers 
who  puff  up  "concept"  stocks  are  like 
the  beaters  in  a  European  hunt,  driving 
the  pigeons  toward  him  as  he  waits. 
Bang!  A  hundred  thousand  dollars.  Bang, 
bang!  A  hundred  thousand  more. 

Wilson  is  a  thin  man,  simply  and  neat- 
ly dressed,  with  a  trim  brown  beard  and 
thinnish  hair  surrounding  a  slender  face. 
He  speaks  in  a  bright  and  humorous  way, 
in  a  slightly  strangled  midwestern  voice. 
He  has  the  figure  of  a  man  in  his  30s  and 
the  face  of  one  about  40.  He  is,  in  fact,  52 
years  old.  He  believes  in  keeping  fit,  and 
indeed  in  his  line  of  work  he  has  to  be,  as 
would  an  airport  tower  controller. 

Wilson  sits  with  his  sandaled  feet  on 
his  desk  in  a  large,  clean  Scandinavian- 
modern  office  in  a  commercial  building 
on  New  York's  West  57th  Street  and 
buys  and  sells  stocks.  He  spends  about 
two-thirds  of  his  working  day  on  the 
telephone  (using  a  tiny  headset  and  mike 
gadget  which  he  answers  himself:  "Wil- 
son") and  about  one-third  reading  busi- 
ness magazines  and  telephone  messages 
taken  by  his  secretary.  He  also  goes  out  a 
lot  at  night  with  stock  market  friends. 

The  output  of  this  information  system 
is  the  investment  ideas  that  have  made 
Robert  Wilson  one  of  the  rich  profession- 
al money  men.  He  received  an  initial 
stake  of  $15,000  from  his  father  in  1958, 
when  young  Robert  quit  a  job  in  the  trust 


department  of  the  National  Bank  of  De- 
troit to  go  out  on  his  own.  In  the  ensuing 
20  years  Wilson  multiplied  his  assets 
into  tens  of  millions  of  dollars  purely  by 
buying  and  selling  in  the  stock  market. 

After  graduating  from  college  and 
spending  two  years  in  law  school,  Wilson 
became  a  trainee  at  First  Boston  Corp. 
where  he  claims  to  have  learned  nothing 
but  how  to  dress  properly.  (He  was  not 
allowed  to  wear  his  usual  sandals,  and  so 
padded  around  in  stocking  feet.)  In  1951, 
during  the  Korean  War,  he  was  drafted 
and  spent  two  years  as  a  clerk-typist.  He 
came  back  to  First  Boston  upon  emerg- 
ing from  the  service,  but  after  a  year  and 
a  half  returned  to  Detroit  where  he  spent 
five  years  in  the  trust  department  of  the 
National  Bank  of  Detroit.  In  1958  he 
returned  to  Wall  Street  with  General 
American  Investors,  a  closed-end  fund, 
and  thereafter  went  on  to  join  A.G. 
Becker. 

In  1968  he  went  out  on  his  own,  start- 
ing a  small  hedge  fund  for  some  friends 
and  relations.  By  far  Wilson's  most  im- 
portant activity,  however,  is  managing 
his  own  money. 

What  makes  Wilson  so  successful?  He 
reiterates  that  more  than  anything  else 
he  wants  to  be  rich,  and  yet  he  seems  to 
like  money  as  a  token,  not  for  what  it 
can  buy.  In  practical  terms  his  situation 
improves  little  if  he  gets  richer,  since  he 
has  simple  tastes  and  no  expensive  hob- 
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bies.  He  frequently  measures  h 
against  other  investors.  Speaking  o 
ren  Buffett,  for  example,  he  says, 
slight  smile,  "I  guess  he's  more  su^ 
ful  than  I  am — he  made  his  money 
he  was  younger." 

He  says  he  wants  to  be  outperfot)  $x  :u 
the  market  when  he  is  90.  Life 
scribes  as  a  process  of  enjoymen 
opera  lover,  he  compares  an  up  day 
market  with  a  good  performance  ol 
tra.  He  suffers  when  losing  mone} 
not  unbearably.  A  high  tolerance  fol 
is  necessary  for  success  in  his  tyl 
investment.  "This  business  doesni 
to  me  too  much — not  fundament, 
he  says.  He  quotes  Bernard  Bere: 
"In  order  to  be  comfortable,  one  si 
have  a  little  more  money  and  a  littll 
time  than  one  needs."  Another  moi 
his  life  (a"  la  the  George  Murphy 
"Living  well  is  the  best  revenge." 

Wilson  is  highly  intelligent  and  ai 
late,  with  a  lively  philosophical  ai 
ness  about  the  many  things  that 
interested  in.  When  we  came  to  di: 
the  obvious  disinclination  of  outst^i 
investors  to  live  ostentatiously,  he  p 
ed  out  it  was  captains  of  industry 
persons  with  high  income  but  low 
worth  that  tended  to  have  the  1 
lifestyles.  Investors,  we  agreed, 
more  philosophical  bent,  and  thus 
taste  for  outward  display.  Wilson 
further:  "One  of  the  dumbest  thing: 
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More  ways  Rexnord  helps  the  minir  iu 


Rex  roller  bearings  stand  up  in  severe  mining 
service.  Special  seal  prevents  entry  of  dust 
and  contaminants. 


Rex  pan  conveyors  economically  handle  hot 
materials  such  as  sintered  ore  up  to  2000°  F. 


Envirex  industrial  wastewater  treatrr 
equipment  solves  pollution  problem 
many  mining  applications  such  as  ■< 
mine  drainage. 


96 


Lite 


lance 


ancej 
Joe: 

k 
d 
one 
ialitt 


'nip 


Mil 


lio  with  money  is  spend  it,"  he  says. 

suspects,  incidentally,  that  invest- 
t  people  are  in  general  not  fond  of 
kind,  and  thus  not  interested  in  im- 
ing  it. 

ong  with  exercise,  Wilson  believes 
:eping  refreshed  by  periods  of  inac- 
in  line  with  J. P.  Morgan's  dictum, 
ji  do  a  year's  work  in  nine  months, 
not  in  twelve."  It  was  one  of  these 
itions  that  brought  him  close  to  di- 
r.  In  May  1978  he  set  forth  on  a  six- 
th trip  to  Europe,  the  Far  East  and 
ralia.  He  moved  his  portfolio  into 
he  thought  was  a  satisfactory  pos- 
with  the  diversified  list  of  stocks  he 
long  balanced  by  another  list  that  he 
sold  short,  so  that  whether  the  mar- 
rose  or  fell  (and  he  did  not  expect 
b.  activity)  he  should  have  been  all 
He  had  enjoyed  a  "godlike"  sue- 
in  his  short-side  trading  until  then, 
lys.  Unfortunately,  one  of  his  posi- 
when  he  went  away  was  a  short 
mitment  of  over  200,000  shares  of 
its  International,  at  an  average  price 
^"§5.  (It  has  si  ce  split  3  for  1,  so  the 
Wilson  went  short  was  $5  on  to- 
stock. 

le  stock  had  moved  up  to  about  20 
e  he  left.  "I'm  getting  crucified,  but 
y  short  more,"  Wilson  announced  in 
dely  noted  interview.  He  predicted 
Resorts  International,  which  owns 
bling  casinos  and  which  had  been 


strong  because  it  had  just  opened  the 
first  gambling  casino  in  Atlantic  City, 
would  not  do  as  well  as  the  public  be- 
lieved, since  Atlantic  City's  weather  is 
not  as  favorable  as  that  in  Las  Vegas. 
Also,  Wilson  explained,  the  casino  own- 
ers need  the  Mafia  to  help  them  collect 
debts;  so  if  Jersey  succeeds  in  driving  out 
the  mob,  then  the  casinos  can't  extend 
credit  and  won't  be  attractive  to  the  high 


"I'm  getting  crucified,  but  I 
may  short  more,"  Wilson  an- 
nounced. He  predicted  that 
Resorts  International,  which 
had  just  opened  the  first  gam- 
bling casino  in  Atlantic  City, 
would  not  do  as  well  as  the 
public  believed. 


rollers.  On  this  confident  note,  Wilson 
set  off  on  his  planned  six-month  junket 
around  the  world. 

As  he  meandered  through  Europe,  Re- 
sorts International  reported  prodigious 
initial  results  from  its  new  casino  in  At- 
lantic City.  The  public,  fascinated, 
poured  into  the  stock.  Brokers,  well 
aware  of  Wilson's  huge  short  position,  as 
he  had  announced  it  so  widely,  told  their 
customers  that  when  the  stock  got  high 
enough  Wilson  would  have  to  buy  all  his 
shorts  back,  since  his  resources  were  not 


infinite,  and  that  this  gave  a  measure  of 
support  to  the  stock. 

So  as  Wilson  wandered  between  beau- 
tiful views,  cathedrals,  palaces,  concerts 
and  fine  repasts  in  famous  restaurants, 
his  destruction  was  slowly  being  engi- 
neered back  home. 

Resorts  started  to  pick  up  momentum. 
From  20  when  he  left,  it  advanced  to 
30 — double  his  cost.  Then,  as  the  hapless 
Wilson  drifted  from  one  attraction  to  the 
next,  Resorts  moved  to  40,  to  50,  to  60 — 
four  times  his  cost.  Now  it  had  become  a 
third  of  his  entire  short  position.  He  had 
lost  millions.  He  remembers  a  grim  eve- 
ning in  the  Norwegian  fjord  country.  He 
couldn't  shake  a  persistent  dull  couple 
he'd  been  drinking  with.  Insistent  cables 
from  Wall  Street  were  accumulating  in  a 
sinister  pile,  and  he  began  to  have  a  sick 
feeling  of  things  coming  unstuck.  Writ- 
ers in  the  financial  press  started  speculat- 
ing openly  about  his  plight.  Resorts  con- 
tinued to  report  brilliant  earnings.  The 
brokers  urged  their  legions  forward:  Wil- 
son is  on  the  run! 

He  reached  the  Far  East:  Singapore, 
Hong  Kong.  Resorts  crept  relentlessly  up: 
five  points,  ten  points.  Even  a  minor 
move  now  meant  a  hundred-thousand- 
dollar  loss. 

Wilson  began  to  crack.  The  situation 
had  been  building  up  in  his  mind 
throughout  the  summer.  Deep  down,  he 
knew  he  was  doomed:  He  was  in  an 


industry  increase  productivity. 


Rexnord  produces  a  broad  line  of  compo- 
nents and  machines  for  both  underground 
and  open  pit  operations. 

Rexnord  equipment  is  engineered  and 
built  to  operate  with  great  reliability.  At  the 
same  time,  it  is  designed  to  produce  maxi- 
mum productivity  and  return  on  investment. 

Rexnord  products  serve  a  wide  range  of 
industry,  including  forest  products,  construc- 
tion, quarrying  and  more. 

For  more  information,  read  our  corporate 
brochure  and  our  annual  report.  Write 
W.  C.  Messinger,  Chairman,  Rexnord  Inc., 
RO.  Box  2022,  Milwaukee,  Wl  53201. 

Nordberg  escape  hoist  systems  provide 
designed-in  dependability. 


[chains  deliver  reliable  performance  on 
jeeder  breaker  machine. 
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entirely  new  and  different  world. 

The  underlying  merits  of  the  company 
had  got  him,  and  the  times  in  general, 
ist  his  stock  market  judgment.  Who 
could  have  conceived  that  from  making 
"one  phony  million  dollars  a  year"  Re- 
sorts International  could  jump  to  $50 
million  a  year?  It  was  one  of  the  biggest 
success  stories  in  business  history.  To 
this  day  Wilson  can't  think  of  another 
company  that  has  ever  gone  from  $1 
million  to  $50  million  in  18  months. 

Neuberger  &  Berman  were  telephon- 
ing regularly  now.  We  gotta  have  more 
margin!  What  do  you  want  to  sell?  They 
gave  him  a  dollar  limit  beyond  which  he 
couldn't  go.  They  couldn't  risk  what 
might  be  catastrophic  financial  damage 
to  their  own  firm  if  Wilson  collapsed. 
And  they  were  right:  He  admits  that 
without  that  limit  he  would  have  been 
ruined. 

"Cover  some  Resorts,"  Wilson  or- 
dered. Now  he  was  in  the  position  of 
squeezing  himself.  His  own  purchases 
helped  force  the  stock  up  further,  in- 
creasing the  pressure. 

Resorts  reached  120.  He  had  lost  $10 
million. 

Wilson  went  on  to  Taiwan.  The  catas- 
trophe gathered  speed.  Taipei  in  Septem- 
ber is  a  bright,  steaming,  oriental  town, 
chaotic  but  gay  and  vital,  unlike  beauti- 
ful, melancholy  Hong  Kong.  Wilson  set- 
tled into  the  Grand  Hotel,  a  monument 


built  by  the  Kuomintang.  He  had  a  single 
room  with  high  ceilings  like  a  pagoda. 

Every  day  he  would  sally  forth  in  his 
rugby  shirt,  Adidas  sneakers,  pastel-col- 
ored pants  and  sun  hat  to  go  through  the 
noisy,  colorful  streets  by  taxi  from  one 
temple  to  another,  from  museum  to  mu- 
seum. Chiang  carried  off  the  best  of  Chi- 
na's art  when  he  left  the  mainland,  so  the 
art  museum  in  Taipei  is  one  of  the  great- 
est in  the  world. 

And  every  day  Resorts  International 
surged  forward.  In  a  week  and  a  half  it 
rose  from  120  to  180.  Wilson  was  losing 
up  to  half  a  million  dollars  on  a  bad  day:  a 
hundred  thousand  dollars  each  hour  the 
American  Stock  Exchange  was  open. 

He  couldn't  stand  it.  On  Tuesday, 
Sept.  4,  he  went  to  pick  up  his  room  key 
in  the  Grand  and  the  clerk  handed  him 
the  usual  grim  telex  from  New  York.  Up 
again!  Wilson  at  last  knew  he  was 
cooked.  Rather  than  telex  his  reply 
(which  would  have  been  instantaneous) 
he  decided  to  save  a  few  dollars  and  went 
down  to  the  communications  desk  to 
send  Neuberger  &  Berman  a  cable: 
"COVER  ALL  RESORTS."  That  was  it. 

But  it  wasn't.  The  next  day  Wilson  had 
his  usual  substantial  breakfast:  a  couple 
of  eggs,  porridge  and  a  banana. 

He  set  forth  in  the  usual  taxi — marvel- 
ing, as  always,  at  how  little  they  cost  in 
Taipei — for  his  scheduled  rounds:  tem- 
ples, cathedrals,  paintings,  sculptures.  At 


noon,  he  suspended  operations  to 
an  excellent  lunch,  and  then  resun 

Late  in  the  day  he  returned  to  th 
and  went  to  his  room  to  get  re 
dinner  downstairs. 

At  7  p.m.  the  telephone  rang, 
still  dressed  in  his  rugby  shirt, 
sneakers  and  blue  pants,  sat  on  the 
pick  it  up. 

It  was  his  broker  at  Neuberger  I 
man  calling. 

"Resorts  is  190,"  he  said.  "What 
do  now?" 

Wilson  knew  with  every  fiber 
being  that  190  was  the  top,  or  wi 
hair's  breadth  of  the  top.  The 
couldn't  go  any  higher,  it  had  no  ] 
to  be  that  high.  It  was  a  typical  sp 
tive  blowoff — just  froth.  It  would  co 
in  no  time.  But  did  he  dare,  even 
sell  everything  else,  his  perfectly 
long  positions?  If  he  was  wrong, 
other  week  like  the  one  just  passe< 
be  finished.  He  bad  to  close  out  Rc 
even  if  it  was  surely  the  wrong  mo\ 
was  done,  exhausted,  beaten.  All  t 
visible  suckers  out  there  were  gi 
their  own  back. 

"Didn't  you  get  my  cable?"  V\ 
asked  wearily. 

"What  cable?" 

"I  told  you  to  close  out  Resorts." 

"Is  that  what  you  want  us  to  do? 

"Yes!  Close  it  out!"  After  a  few 
words,  he  hung  up. 
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and  components 
are  keys  to 
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Today  mining  is  tougher  than  ever. 
Mines  are  deeper,  more  remote.  The 
ores  are  often  low  grade. 

Miners  must  have  reliable  equip- 
ment. They  find  it  in  Rexnord  equip- 
ment. In  crushers;  grinding  mills; 
hoists;  conveyors;  components  for 


mining  machinery.  All  engineerec 
productive,  trouble-free  performai  . 
And  available  worldwide. 

Rexnord  products  are  used  in  rr 
industries— from  chemicals  and  f 
processing  to  farm  machinery  and 
lution  control. 


lson's  disaster  came  during  the  New 
newspaper  strike  but  received  lav- 
■overage  in  the  financial  press,  in- 
:  :ci  ng  a  major  story  in  the  Wall  Street 
ml  and  considerable  attention  in  Es- 
and  other  publications.  It  is,  indeed, 
to  be  remembered  as  the  most 
trophic  short  play  in  modern  times, 
cularly  since  it  was  so  elaborately 
raphed. 

thout  a  rope.  Robert  Wilson's  modus 
!indi  would  terrify  most  of  the  other 
tent  investors,  who,  however,  gener- 
make  less  money  than  he  does, 
ntain  climbers  are  well  advised  to 
proper  clothes,  carry  the  necessary 
Dment,  not  go  out  late  in  the  day 
u  i  ig  periods  of  avalanche  risk,  and 
:  carefully  on  the  mountain  face 
competent  companions,  an  experi- 
d  guide  and  a  strong  rope.  Neverthe- 
if  someone  is  out  to  break  records 
lay  violate  these  rules:  He  may  do 
with  the  companions  and  the  guide 
hus  have  no  need  for  the  rope,  may 
jup  and  down  so  fast  that  he  needs 
light  equipment,  and  may  even  risk 
valanches. 

lyway,  that's  Wilson's  technique: 
irtually  never  visits  companies  or 
ses  their  management  at  first  hand, 
ost  all  his  ideas  come  to  him  from 
<brokers,  and  he  essentially  works 
the  concepts  rather  than  the  reality, 
n  he  buys  a  stock,  he  assesses  what's 
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even 
tat. 


going  to  make  it  go  up,  what  will  focus 
interest  on  the  company,  rather  than 
worrying  too  much  about  the  underlying 
business. 

That  analysis  he  leaves  to  others.  He's 
like  the  president  of  an  advertising  agen- 
cy savoring  a  new  slogan.  "The  Uncola. 
Interesting  .  .  .  interesting.  But  will  they 
buy  it  in  Pocatello?  Why  not?"  And  if 
asked  about  the  product  he  might  say, 


Resorts  crept  relentlessly  up: 
five  points,  ten  points.  Even  a 
minor  move  meant  a  hundred' 
thousand-dollar  loss.  Wilson 
began  to  crack.  The  situation 
had  been  building  up  in  his 
mind  all  summer.  Deep  down, 
he  knew  he  was  doomed.  .  .  . 


"The  quality  control  people  tell  me.  .  .  ." 

Wilson's  facility  for  imaginative  syn- 
thesis, uncluttered  by  analytical  baggage, 
lets  him  see  the  market  outlook  for  a 
stock  far  more  easily  than  a  conventional 
analyst. 

He  describes  himself  as  a  "long-term 
trader."  If  things  are  going  his  way,  he 
may  stay  with  a  stock  for  a  year  or  more. 
If  not — and  many  of  his  ideas  don't  work 
out — he  moves  on. 

Sources.  Wilson  hates  to  read  long 
write-ups  on  stocks,  and  rarely  does 


more  than  glance  at  them.  He  gets  his 
ideas  verbally.  His  entire  information 
system  consists  of  three  file  drawers.  If 
he  owns  a  company,  he  files  the  informa- 
tion he  receives  on  it.  When  he  sells  the 
stock,  he  throws  the  information  away. 

A  broker  at  Paine  Webber  who  recom- 
mended that  Wilson  go  short  Resorts 
International,  was  contrite  when  Wilson 
came  back  many  millions  poorer.  Wilson 
said,  "That's  okay,  so  many  people  rec- 
ommended the  short  that  one  way  or 
another  I'd  have  gotten  stuck.  But  I  hope 
you'll  forgive  me  for  not  giving  you  the 
commission  on  the  way  out." 

Wilson  never  attends  meetings  with 
institutional  securities  analysts,  who  to 
him  are  "just  bureaucrats." 

An  example  of  Wilson's  indifference  to 
exact  data  arose  when  we  were  talking 
about  Engelhard  Minerals,  which  both  of 
us  found  intriguing  at  about  30.  He  men- 
tioned it  several  times  in  our  discus- 
sions. At  one  point  he  revealed  that  he 
thought  the  sales  of  the  company  were 
on  the  order  of  $1  billion;  actually,  they 
are  about  $8  billion!  Later  I  ran  through  a 
list  of  the  companies  he  was  long  or 
short  and  asked  him  the  names  of  the 
presidents.  He  knew  only  about  half  of 
them,  but  would  doubtless  observe  that 
it  really  doesn't  make  any  difference,  any 
more  than  Italy  changes  fundamentally 
every  time  the  prime  minister  changes. 
The  true  nature  and  position  of  the  busi- 


and  the  miner's  productivity. 


Dr  more  information,  read  our  cor- 
ate  brochure  and  the  Rexnord 
ua!  report.  For  copies,  write  W.  C. 
ssinger,  Chairman,  Rexnord  Inc., 
Box  2022,  Milwaukee,  Wisconsin 
01. 


Nordberg  mine  hoists  assure  maximum  Gundlach  crushers  and  breakers  help  cut 

safety,  reliability  and  efficiency.  cost  of  coal  processing  world-wide. 

Nordberg  grinding  mills  proven  reliability 
helps  keep  mining  costs  in  line. 
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ness  is  what  Wilson  wants  to  under- 
stand, the  key  changes  in  its  circum- 
stances that  the  public  does  not  yet 
grasp,  such  as  that  Datapoint  may  go 
from  a  $20  million  company  to  a  $200 
million  company  that  every  institution 
will  have  to  own.  When  the  public  finally 
does  understand  the  business,  realizes 
how  good  it  is,  and  as  a  result  wants  to 
buy  the  stock,  Wilson  will  have  it  for 
sale — at  a  much  higher  price. 

New-Wave  stocks.  His  cardinal  principle 
is:  Buy  companies  doing  something  new 
and  different,  or  doing  it  in  a  different  way 

He  cites  the  catalog  merchandisers, 
which  have  become  a  huge  business  in 
recent  years.  Best  Products,  Modern 
Merchandising  and  the  like  have  revolu- 
tionized the  jewelry  business — which 
generates  a  third  of  their  profits — at  the 
expense  of  the  mom-and-pop  jewelry 
stores.  Wilson  says  that  only  the  catalog 
merchandisers  are  selling  jewelry  proper- 
ly: Their  markup  is  modest,  offering  a 
much  better  deal  than  the  conventional 
jeweler,  thus  creating  a  new  market. 

Then  there  are  Federal  Express,  which 
is  revolutionizing  small-package  trans- 
port; Sensormatic  Electronics,  which 
makes  devices  to  reduce  pilferage;  and 
Engelhard  Minerals,  which  in  essence  is 
a  block  trader  of  commodities  on  a  huge 
scale,  with  an  unmatched  worldwide 
commodities  intelligence  system.  Engel- 
hard deals  primarily  in  ores,  but  its  Phi- 
lipp  Brothers  division  is  a  huge  trader  in 
oil.  The  developing  countries  are  happier 
to  sell  their  oil  to  Engelhard  than  to 
Exxon,  which  has  colonialist  associ- 
ations. Wilson  believes  that  the  opening 
up  of  China  will  almost  certainly  repre- 
sent a  business  opportunity  for  Engel- 
hard, as  will  Iran's  disaffection  with  its 
traditional  trading  partners,  Israel  and 
South  Africa,  who  will  have  to  be  sup- 
plied by  new  and  anonymous  routes, 
which  Engelhard  can  provide. 

Another  principle  Wilson  follows  is: 
Buy  technology  companies  that  could  go  up 
ten  times  in  five  to  seven  years,  companies 
like  Datapoint,  Intel,  Data  General, 
Wang  Labs,  M/A-Com,  Inc.,  Manage- 
ment Assistance,  Systems  Engineering 
Laboratories  and  Tandy,-  also  Cray  Re- 
search and  AM  International. 

A  special  hazard  of  playing  the  stocks 
of  the  hour  is  that  they  are  not  infre- 
quently weak  businesses  that  unscrupu- 
lous brokers  in  league  with  management 
are  pushing  so  that  insiders  can  sell  the 
stock  to  the  public  for  more  than  it  is 
worth,  like  all  the  hot  issues  of  the  Six- 
ties that  simply  vanished.  The  speculator 
trying  to  stay  just  ahead  of  the  public  has 
to  be  nimble  or  he  will  be  carried  to  ruin 
with  them,  as  were  most  of  the  "new 
breed"  of  hotshots  and  gunslingers  who 
flourished  in  the  late  Sixties  and  early 
Seventies. 

So  Wilson  the  speculator  may  well  buy 
the  same  sort  of  merchandise  that  Wil- 


son the  balloon-pricker  will  attack  when 
the  time  is  right,  just  as  a  detective  gets 
most  of  his  leads  from  the  underworld. 

Wilson,  incidentally,  finds  it  very  sat- 
isfactory that  the  market  is  so  human.* 
"You're  dealing  with  an  extremely  com- 
plex human  being  who  tries  to  succeed, 
who  fails,  who  goes  home  at  4  p.m.  and 
leaves  town  for  the  weekend.  I'm  one 
step  removed  from  him;  I  don't  have  to 
look  him  in  the  eye.  It's  best  not  to  know 
who  you're  screwing." 

Playing  the  surprises  If  you  are  betting 
on  an  election  you  don't  necessarily  bet 
on  the  best  man,  you  bet  on  the  man  you 
think  will  win.  '  Wilson  uses  his  flair  and 
skill  to  bet  on  the  stock  image  that  he 
thinks  will  excite  the  public  in  a  few 
months  or  a  year,  not  necessarily  three 
years  from  now.  The  market  in  a  "T. 
Rowe  Price"  company,  clocking  in  its 
20%  earnings  growth  quarter  after  quar- 
ter, probably  reflects  its  prospects.  You 
get  a  better  move,  says  Wilson,  "playing 
the  surprises." 

People  who  play  this  game  tend  to  ask, 


If  you  are  betting  on  an  elec- 
tion you  don't  necessarily  bet 
on  the  best  man,  you  bet  on 
the  man  you  think,  will  win. 
Wilson  wants  to  bet  on  the 
stock  image  he  thinks  will  ex- 
cite the  public  in  a  few  months 
or  a  year. 


"What's  going  to  make  it  go  up?"  and 
then,  "How  high  will  it  go?" — the  very 
considerations  that  "fundamental"  in- 
vestors deplore,  since  they  distract  one 
from  focusing  on  physical  changes  in  the 
underlying  reality,  which  is  how  most 
investors  get  tripped  up.  But  nobody  is 
likely  to  find  out  anything  truer  than 
what  Wilson  knows  without  his  catch- 
ing wind  of  it  soon  enough. 

We  tiger  in  the  tank  is  fear  The  cardinal 
difference  between  Wilson's  approach 
and  that  of  most  of  the  investors  in  The 
Money  Masters  is  that  a  Benjamin  Gra- 
ham, for  instance,  always  seeks  situa- 
tions where  there  is  little  risk  of  loss. 
Wilson,  on  the  other  hand,  says  that  he 
insists  on  stocks  where  there  is  a  major 
risk,  because  only  such  a  stock  is  likely 
to  go  way  up. 

"I  'nless  there  is  fear  in  a  stock,  it  probably 
doesn't  have  a  great  capital  gains  potential. " 
he  says.  "I'd  be  scared  silly  if  my  portfo- 
lio was  only  10  out  of  my  70  stocks." 

'  "Facts"  often  prove  to  be  rationalizations  of  interest  or 
emotion  Human  behaiior  is  reasonably  constant,  and 
can  often  be  understood  and  anticipated  by  an  experi- 
enced observer  In  many  matters,  therefore,  facts"  are 
feelings,  while  feelings  are  facts 

t Keynes  (who  incidentally  made  most  of  his  money 
speculating  on  commodities  and  currencies)  compares 
speculation  to  a  wager  on  the  outcome  of  a  beaut}- 
contest  You  don't  bet  on  the  girl  you  find  prettiest,  but  on 
the  one  you  think  others  uill  prefer 


That  is  one  reason  to  be  highly  di 
fied  (he  has  70  long  positions). 

I  find  that  to  be  the  most  useful  j 
idea  I  have  heard  him  express,  ancj 
the  reader  to  contemplate  it  careful 
says,  incidentally,  that  what  mos 
rages  him  is  a  broker  asserting; 
"there  is  no  downside  risk  in  this  sti 

The  short  side  Wilson  likes  to  se 
brokerage  fraternity  get  behind  a 
and  push.  He  knows  that  they  are 
wheeling  his  next  target  into  posit 
the  next  balloon  to  be  pricked,  the 
tulip-bulb  mania.  In  a  pleasantly  r 
metaphor  he  refers  to  the  brj 
"pumping  up  the  tulips."  He  lik 
short  into  strength  in  a  stock,  not  o 
way  down. 

Colonial  Commercial  was  one  c 
famous  shorts.  Wilson  describes  in 
marginal  Long  Island  conglomerat> 
started  selling  at  $5  a  share,  beginni 
early  1978.  By  October  the  stock 
risen  to  about  20.  The  Wall  Street  fi 
nity,  reasoning  that  Wilson  would  b 
able  to  hold  on  in  Resorts  Internati 
decided  to  force  up  Colonial  Com) 
cial,  too,  hoping  that  to  cut  his  loss 
would  be  compelled  to  buy  in  his 
position  at  higher  prices.  He  was 
fish  in  that  pool,  and  his  own  bi 
would  have  forced  the  stock  up  mor< 
would  have  squeezed  himself.  Rec 
the  stock  had  settled  back  down  ti 
and  Wilson  had  shorted  even  more. 

Wilson  once  shorted  Mostek,  w 
makes  semiconductors,  at  6,  and! 
forced  to  run  for  cover  at  22,  but 
setbacks  are  more  than  offset  by  hisi 
al  ability  to  ride  with  the  rise  and 
finally  cover  at  fire-sale  prices. 

Another  one  of  his  famous  shorts 
Technicare.  He  began  shorting  at  bil 
10,  continued  while  the  stock  went 
20,  and  rode  it  down  again  to  aboui 
where  he  covered. 

He  shorted  Bowmar  Instrument  ai 
They  had  one  great  year,  with  boot 
earnings;  then  they  borrowed  to  fin 
a  major  expansion  just  in  time  foi 
entry  of  Texas  Instruments  and  Nati 
Semiconductor  into  the  market.  W: 
covered  his  stock  at  2Vi .  Meanwhile 
fortunately,  the  stock  had  gone  fror 
to  over  40  at  a  time  when  the  get 
market  was  going  down.  ("That  w 
rough  one!")  When  Technicare  v 
against  him,  at  least  he  had  been  ma 
money  on  the  long  side  to  offset 
losses  on  the  short  side. 

Before  shorting  Bowmar,  he  talked 
lot  of  people,  almost  all  of  whom  i 
wrong.  Neither  they  nor  he  had  any 
that  the  calculator  market  would  ge 
big  as  it  eventually  became,  or  that  E 
mar  would  do  as  well  as  it  did.  Aftei 
says  Wilson,  a  calculator  is  just  a  coj 
of  semiconductors  in  a.  metal  box  ^ 
some  buttons. 

Another  category  that  he  recently » 
sidered  overpriced  was  the  internatit 
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FORBES,  OCTOBER  1, 


HOW  TO  PACK 
FOR  AQUICK  TRIP 
TO  EUROPE. 


Emery  Express  introduces  its 
European  plan.  It's  been  designed 
expressly  for  small  packages  that  have 
urgent  business  in  Europe. 

Simply  place  your  important 
papers  inside  an  Emery  Express-Pak 
envelope  or  box. 

You  can  pack  things  like  inter- 
office memos,  legal  documents, 
research  reports,  computer  print-outs, 
newsletters— but  only  paperwork 
that  has  no  commercial  value. 


Then  place  a  call  to  us.  The  same 
number  you've  been  using  for  regular 
Emery  Express.shipments. 

Our  computer  will  keep  track  of 
your  package  from  the  minute.it 
leaves  your  desk  until  the  moment  it 
lands  on  your  customer's  desk. 

And  that  wont  take  long,  either. 
Say  we  pick  up  your  package  today. 
We'll  deliver  it  the  day  after 
tomorrow,  during  business  hours. 

By  the  way,  this  is  a  tale  often 


cities.  London,  Paris,  Frankfurt, 
Amsterdam,  Brussels,  Geneva,  Zurich, 
Rotterdam,  Basel  and  Madrid. 
(Packages  must  be  consigned  to  an 
address  within  the  postal  zone  of  one 
of  these  cities.) 

Now  that  Emery  Express  has  put 
Europe  on  its  map,  the  world  is  getting 
even  smaller,  even  faster. 

EMERM 

Express 


U  S  POSTAL  REGULATIONS  SPECIFY  THAT  IF  YOU  INCLUDE  ANY  FIRST  CLASS  (LETTER)  MATERIAL 

IN  THE  EXPRESS  PAK.  PROPER  POSTAGE  MUST  BE  APPLIED  AND  CANCELED. 


"Next  time  we  meet, 
tell  meThe  Continental  Corporation 
is  a$7  billion  diversified  insurance  company. 
You'll  make  me  a  happy  man." 


"When  I'm  on  an  airplane,  I  often 
meet  people  who  know  almost  nothing 
about  The  Continental  Corporation. 
Which  is  a  little  surprising  when  you 
consider  that  we're  a  company  with 
over  $3  billion  in  revenues  and  $7  bil- 
lion in  assets.  In  fact,  Fortune  magazine 
ranks  us  as  the  tenth  largest  diversified 
financial  corporation  in  the  U.S. 

"A  lot  of  people  have  heard  of  The 
Continental  Insurance  Companies,  our 
property  and  casualty  affiliate,  which  is 
the  seventh  largest  in  U.S.  premium 
volume.  Or  they've  shopped  at  The  In- 
surance Store,  a  Continental  Insurance 
marketing  concept  that  has  been 
adopted  by  thousands  of  independent 
insurance  agents  across  the  U.S.  Or 
maybe  they  know  our  subsidiary, 
MOAC,  one  of  the  world's  largest 
marine  insurance  companies. 

"That's  all  well  and  good.  But  I'd 
like  them  to  know  something  about 
the  parent  company,  too.  After  all,  The 
Continental  Corporation  operates  in 
not  one,  but  four  major  areas:  property 
and  casualty  insurance,  life  and  health 
insurance,  international  insurance  and 
reinsurance,  and  financial  services.  We 
have  39  subsidiaries  and  25  affiliates 
including  joint  ventures  and  part  own- 


John  B.Ricker,Jn, Chairman  and  President 

erships  which  enable  us  to  manage 
risks  worldwide. 

'And  we  have  a  habit  of  excelling. 
In  1978,  we  reported  record  results. 
Operating  income  rose  to  $303  million. 
Per  share  earnings  increased  to  $5.66 
from  $4.70  in  1977. 

"What's  more,  we've  been  paying 
cash  dividends  without  interruption 
since  1853.  And  that's  a  record  ex- 
ceeded by  only  twelve  companies  listed 
on  the  New  York  Stock  Exchange. 
Since  1960,  we've  increased  our  divi- 
dend 14  times. 

"So  the  next  time  you're  sitting 
next  to  someone  on  a  plane,  try  using 
this  information  to  talk  about  The 
Continental  Corporation.  If  it  happens 
to  be  me,  I'll  be  extremely  grateful.  If 
it  happens  to  be  a  prospective  investor 
or  customer,  he  or  she  probably  will  be, 
too." 

For  our  latest  financial  reports, 
write  The  Continental  Corporation, 
Dept.  A,  80  Maiden  Lane,  New  York, 
New  York  10038. 


THE 

CONTINENTAL 
CORPORATION 

I  he  Continental  that  means  insurance. 


No.  526  Cotton  (Lined) 


RDJU6TP&LE  CflPd 

WITH  EMBLEMS  USE  FOR: 

Safety  awards,  incentive  for  production  goals,  product 
promotion,  advertisement,  conventions,  company 
picnics,  trade  shows,  attendance  awards. 
Choose  the  cap  that  fits  your  need.  Send  us  a  copy  of 
your  logo  or  a  rough  pencil  sketch  and  we'll  do  the  rest. 
Your  emblem  expertly  made  and  sewn  on  the  best  caps 
available. 

Please  furnish  the  following  information: 

.  Style  No.    How  Many  


•  Copy  For  Emblem   

.  Color    Royal  Blue,  Navy  Blue,  Red, 

Black,  Orange,  White,  Gold,  Kelly  Green 
Price  includes  one  l-color  emblem  sewn  on  front  of  cap. 
(Minimum  Order  —  72) 


72 

144 

288 

432 

864 

1728 

$3.45 
ea. 

$2.98 
ea. 

S2.8S 
ea. 

$2.75 
ea. 

$2.65 
ea. 

$2.55 
ea. 

ARDIIM  A 

CAP  &  JACKET  CO. 


Highway  460-36     Box  275       TOLL  FREE 
Grundy,  VA  24614  800/336-0551 

Alaska,  Hawaii  and  Virginia 
Call  Collect  703/935-4545 


Two  18-hole  golf  courses  (1 
championship,  1  lighted  execu- 
tive). Gourmet  wining  and  dining. 
Luxurious  guest  rooms.  Tennis 
courts.  Meeting  facilities.  Scottish 
baronial  atmosphere.  Open  year 
round.  Near  airports  and  arterial 
expressways.  Write:  brochure  FB, 
Palmetto  Expressway  at  N.W. 
154  Street,  Miami  Lakes,  Fla. 
33014  or  call  (305)  821-1150. 

(*%»)AMiami  Lakes  Inn 

V3«A  &  Country  Club 


container-leasing  companies,  such  as 
Flexi-Van,  Interway  and  Sea  Containers. 
Rates  and  utilization  have  advanced 
spectacularly  at  what  he  thinks  is  an 
unsustainable  rate. 

Only  in  the  U.S.  market  can  one  take 
short  positions  that  can  be  kept  in  place 
month  after  month,  Wilson  points  out.  If 
he  had  been  born  in  England,  he  would 
never  have  been  able  to  get  rich. 

/he  whites  of  their  eyes.  Wilson  says  the 
single  rule  that  would  have  saved  him 
the  most  money  as  an  investor  is  this: 
Don't  try  to  anticipate  how  fast  competition 
will  undercut  an  established  company 
There's  no  use  theorizing  how  competi- 
tion will  unfold;  it's  best  to  wait  and  see 
what  really  happens.  Tampax,  for  in- 
stance: One  could  have  started  worrying 
about  competition  15  years  ago.  Howev- 
er, one  could  have  made  a  fortune  in  the 
stock  before  the  problem  became  acute, 
as  it  finally  has.  Similarly,  Eastman  Ko- 
dak's pounce  on  the  instant-camera  in- 
dustry alarmed  followers  of  Polaroid,  and 
yet  it  did  well  after  Kodak's  appearance 
as  a  competitor.  The  availability  of  the 
product  opened  up  the  market.  Still  an- 
other example  is  hamburgers:  Who  could 
have  dreamed  that  after  McDonald's, 
Burger  King  and  all  the  others,  the  mar- 
ket could  support  still  another  major 
competitor?  "How  many  hamburgers 
can  America  stuff  in  its  face?"  asks  Wil- 
son rhetorically.  And  yet  Wendy's  has 
enjoyed  a  prodigious  success. 

Companies  are  so  often  destroyed  not 
by  the  competition  but  by  themselves. 
They  get  soft.  How  did  foreign  imports 
rise  to  a  full  20%  of  the  U.S.  car  market? 
The  foreign  manufacturers  were  keen 
and  efficient  while  the  American  manu- 
facturers got  sloppy.  And  Interstate  De- 
partment Stores,  who  virtually  discov- 
ered discount  merchandising:  They 
should  today  be  bigger  than  K  mart  .  .  . 
but  they  aren't.  New  arrivals  more  often 
fill  a  vacuum  rather  than  displace  a 
strong  existing  company.  I  cited  Sperry 
Rand,  RCA  and  General  Electric,  all  of 
which  were  ahead  of  IBM  in  computers 
but  proved  unequal  to  the  opportunity. 

Free  lunch.  Wilson  is  uninhibited  in 
describing  the  stocks  that  he  is  long  and 
short.  If  he  is  long,  he  wants  the  stock  to 
go  up,  and  describing  its  excellence  may 
help  that  happen.  If  he's  short  he  wants 
the  stock  to  go  down,  and  explaining 
what's  wrong  may  help  that  happen,  too. 
There  has  been  criticism  of  this  habit 
from  a  number  of  quarters,  including  the 
SEC.  It  has  been  reported  that  Wilson 
and  other  members  of  his  circle  regularly 
feed  ideas  to  Alan  Abelson,  whose  front- 
page column  in  Barron's  is  one  of  the 
most  influential  Wall  Street  sources. 
Abelson  likes  to  attack  overpriced  com- 
panies, and  to  furnish  him  with  cannon 
fodder  is  for  Wilson  a  congenial  chore. 

Abelson  commented:  "Most  of  the 
people  who  send  me  information  have  a 


strong  interest  in  one  way  or  the 
They  are  long  or  short  the  stock. 
ron's  Editor  Robert  Bleiberg  added 
assume  everyone  who  sends  us 
thing  is  an  interested  party.  There 
such  thing  as  a  free  lunch." 

Wilson  himself,  having  attracts 
attention  of  the  SEC,  commented 
quire.  "I'm  not  as  anti-SEC  as  othi 
Wall  Street,  but  they're  trying  to  ii 
free  speech,  and  I'm  not  going 
them  do  it.  I'll  shoot  my  mouth  c 
see  fit,  talk  to  anyone  I  want.  I've 
that  clear  to  the  SEC." 

Abelson  had  the  last  word:  "I'm 
porter,  not  a  policeman." 

What's  ahead  While  he  was  off  c 
nearly  fatal  Far  East  tour,  America) 
gan  getting  disgusted  with  their  lot 
"emerging  second-class  nation,"  W 
says.  For  instance,  the  capital  gair 
was  cut,  an  extraordinary  turnabou 
had  been  predicted  before  he  went 
in  May,  he  would  have  said  it  was  si 
inconceivable  ...  as  inconceivab 
that  Resorts  could  go  up  1,000%. 

This  momentous  transformatic 
the  U.S.  should  soon  bring  about 


The  single  rule  that 
have  saved  him  the  most  n 
ey  as  an  investor  is  this:  D 
try  to  anticipate  how 
competition  will  undercuH 
established  company.  D 
theorize;  it's  best  to  wait 
see  what  really  happens. 


bull  market.  Wilson,  famous  as  a 
has  become,  overall,  a  bull. 

In  the  1940s  and  1950s,  the  last 
price/earnings  multiples  were  at  levt 
low  as  today's,  the  investing  pubh 
pected  that  there  would  be  another 
postwar  depression.  (And,  of  course 
Russians  seemed  to  be  gobbling  up 
world.)  Instead,  after  the  beginnir 
1953  it  became  apparent  that  I 
would  not  be  one,  and  price/earn 
multiples  began  rising. 

The  reason  price/earnings  mult 
got  so  low  this  time  was  that  inve 
felt  the  country  was  drifting  into  sc 
ism-  That,  however,  may  be  on  the  p 
of  changing. 

Wilson  believes  the  virtual  banki 
cy  of  New  York  City  means  the  diss 
iting  of  big  government,  that  as  a  rt 
there  will  henceforth  be  less  gov 
ment,  and  that  things  in  general  wi 
much  better.  From  today's  depre 
levels  the  market  could  rise  to  20  ti 
doubled  earnings,  or  almost  fivefol 
five  to  seven  years.  In  terms  of  the  1 
Jones  industrials  that  would  mean  a 
el  well  over  4,000 — four  times  the  re 
1973  high.  Wilson  believes  he'll 
worth  hundreds  of  millions  of  do 
before  it's  over.  ■ 
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First,  Energy  From  Garbage; 
low,  Clean  Synthetic  Fuels  From  Coal 


We  are  perfecting  a  process  that 
reates  synthetic  fuels  from  coal — 
ynthetic  fuels  that  yield  more  energy 
erton  than  raw  coal,  and  burn  safely. 
These  "synfuels"  range  from  gasoline 
edstocks  to  boiler  fuel  for  electric- 
itility  and  industrial  boilers,  and  coke 
"or  the  manufacture  of  steel  and 
lummum. 

Although  derived  from  dirty,  high- 
f1)  iulfur  coal,  these  fuels  are  desulfurized 
ind  ash  free.  They  burn  like  petroleum, 
eleasmg  much  less  carbon  dioxide 
nto  the  atmosphere  than  coal  combus- 
ion  does.  Our pre-combustion  cleaning 
called  the  solvent  refining  of  coal. 
Solvent-refined  coal  has  other  en- 
vironmental advantages:  It  can  be 
produced  in  Kentucky  and  other 
Southern  and  Midwestern  states,  which 
eceive  plenty  of  rainfall.  Thus,  scarce 
Western  water  supplies  will  not  be 
eopardized.  Furthermore,  the  plants  that 
make  solvent-refined  coal  can  be  built 


near  their  customers,  so  they  wcn't 
put  a  heavy  burden  on  the  nation's 
transportation  system. 

We  also  design  and  manufacture 
equipment  that  helps  move  coal  from 
the  mine  mouth  to  the  furnace,  and  we 
design,  engineer  and  install  total  systems 
for  removing  pollutants  from  the  emis- 
sions of  coal-burning  plants. 

We  didn't  discover  synfuels  yesterday. 
In  1972,  we  began  building  the  Federal 
Government  plant  that  proved  it  was 
practical  to  refine  coal  to  produce  clean 
fuel.  That  was  also  the  year  we  started 
designing  what  is  now  the  nation's  most 
successful  system  for  creating  energy 
from  garbage  (photo  above).  With  our 
joint-venture  partner,  we  own  and 
operate  this  highly  successful  plant. 

Today,  we're  planning  to  build  more 
plants  to  help  turn  these  proven 
energy  technologies  into  the  growth 
industries  of  tomorrow. 


Above: 

A  few  miles  north  of  Boston,  our  Refuse 
Energy  Systems  Company  plant  (top) 
accepts  commercial  and  residential  refuse 
from  13  cities  and  converts  it  into  energy. 
High-pressure  steam  produced  by  the 
system  is  piped  to  the  Lynn,  Mass.,  General 
Electric  Company  manufacturing  plant 
(foreground),  which  uses  it  to  generate 
electricity  and  reuses  it  to  perform  other 
tasks.  Such  use  of  energy  for  more  than 
one  purpose  is  called  cogeneration.  The 
refuse-to-energy  system,  in  operation  since 
1975,  serves  more  than  600,000  Greater 
Boston  residents  and  has  produced  the 
energy  equivalent  of  more  than  one  million 
barrels  of  oil. 
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Xerox  offers  a  rare  blend 
f  fine  information  services. 

Sophisticated, 
yet  surprisingly  affordable'9 

John  McClelland, 
President,  Almaden  Vineyards 

For  Almaden  Vineyards,  1973  was  a  very  good  year. 
For  wine. 

But  not  for  paperwork. 

Success  meant  more  profits.  But  it  also  meant  more 
inventory  to  keep  track  of,  more  bills  to  prepare,  more 
information  to  manage. 

Where  does  a  wine  expert  go  when  he  wants  help 
managing  information? 

To  an  information  expert:  Xerox. 

With  the  help  of  Xerox  Computer  Services,  Almaden 
was  able  to  manage  information  with  the  speed  and 
efficiency  of  a  computer.  But  without  the  expense  of 
owning  one. 

We  help  them  manage  their  payrolls  and  keep  track 
of  their  inventories. 

We  provide  monthly  analyses  of  sales.  And  even  helped 
them  cut  their  billing  time  from  ten  days  to  two. 

All  of  which  helps  Almaden  spend  less  time  managing 
information.  And  more  time  managing  wine. 

Which,  as  we  see  it,  is  the  whole  idea  behind  information 
management. 

Not  just  to  help  keep  your  paperwork  in  proper  order. 

But  to  help  keep  your  priorities  in  proper  order. 

XEROX 


:ROX®is  a  trademark  of  XEROX  CORPORATION 
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Mobil 


Speaking  out  for  tomorrow. . .  today 


)979  Mobil  Corporation 


year,  tor  the  past  18  years,  Mobi 
increased  the  size  of  its  dividends.  < 
record.  And  one  we're  working  hard  t< 
extend  into  the  future. 

Which  would  be  sweet  music  to  our 
than  a  quarter  million  shareholders. 
And  to  an  America  short  on  energy 
More  oil  and  gas  from  dividends?  S 
Plus  more  coal.  Plus  uranium  for  nuc!» 
power.  And  needed  progress  on  syntr 
fuels  and  energy  from  the  sun. 

Only  investment— billions  upon  bill 
of  dollars'  worth— can  relieve  Americc 
present  overdependence  on  foreign  c 
And  only  a  healthy  return  on  investr 
evidenced  by  those  rising  dividends- 
persuade  the  savers  of  America  to  pu 
money  with  us. 

We  value  our  shareholders,  and  we 
out  for  their  interests.  Week  after  wee 
Another  record  that  makes  us  a  diffc 
kind  of  energy  company. 


I*  to 
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\iders  and  borrowers  love  them.  Bankers 
\te  them.  They  are . . . 


Those  pushy 
captive  finance 
companies 


By  Ben  Weberman 


here's  more  money  these  days  in 
lending  money  than  in  building 
cars.  That  became  clear  when 
rsler  Financial  Corp.  simply  dipped 
I  its  portfolio  and  sold  $500  million 
lh  of  good-as-gold  notes  receivable  to 
i  money  to  help  its  parent's  dealers 
[retail  customers.  In  1978,  when  the 
lit  company  lost  $205  million, 
I'sler  Financial  earned  $49  million, 
firysler  is  far  from  being  the  only  big 
Istrial  company  that  runs  a  banking 
|ation  on  the  side.  Ford  Motor  Credit 
besides  the  routine  business  of  f i- 
ling  Ford  cars,  passed  the  $1  billion 
c  earlier  this  year  in  nonauto  credits. 

makes  Ford  the  owner  of  quite  a 
I  little  bank. 

|rd  Credit  nonauto  loans  are  small 
le   General    Electric    Credit  Co., 


which  has  $7  billion  in  loans  outstand- 
ing. About  half  of  GECC's  loans  are  con- 
sumer financing;  the  other  half  are  gen- 
eral business  loans,  most  of  which  have 
nothing  to  do  with  GE  products. 

As  a  bank,  GECC  would  be  bigger  than 
Philadelphia  National  Bank  and  Harris 
Bank  of  Chicago  and  its  loans  cover  the 
gamut:  ships,  trucks,  construction  and 
industrial  equipment,  medical  equip- 
ment, condominium  conversion  proj- 
ects, income-producing  properties. 

Like  other  giant  captive  finance  com- 
panies— General  Motors  Acceptance 
Corp.  and  Sears  Roebuck  Acceptance 
Corp. — Ford  Credit  and  GECC  were  orig- 
inally set  up  to  finance  sales  by  their 
parents.  They  raised  money  largely  on 
the  reputation  of  the  parent,  and  used  the 
funds  to  finance  sales  of  the  parent's 
products.  But  they  have  accumulated 
such  financial  power  over  the  years  that 


A  long  pull  in  short-term  credit 


Finance  companies  have  been  giving  commercial  banks  increasingly  strong  com- 
petition in  the  market  for  short-term  loans  to  business.  Since  1966  finance 
companies  have  increased  their  stake  in  short-term  lending  sixfold,  twice  as  fast 
as  commercial  banks.  Meeting  the  threat  head  on,  Citicorp  earlier  this  year 
formed  its  own  nonbank  finance  company,  Citicorp  Industrial  Credit. 
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Source:  Federal  Reserve  Board  flow  of funds  data 


now  they  can,  and  do,  compete  powerful- 
ly with  the  banks — and  contribute  sub- 
stantially to  the  parent's  earnings. 

General  Motors  Acceptance  Corp.,  for 
example,  has  more  than  $32  billion  of 
assets  on  its  books  as  of  June  and  earned 
$111  million  in  the  first  six  months  to 
June  and  $230  million  last  year — more 
than  the  Chemical  Bank. 

Sears  Roebuck  Acceptance  Corp.  con- 
tributed 33  cents  a  share,  or  11.5%  of 
Sears'  overall  corporate  total.  GE  Credit 
generated  only  34  cents,  or  2.8%  of  par- 
ent company  per-share  profits.  But  this 
was  almost  entirely  gravy,  since  only 
about  5%  of  GECC's  financing  activity 
can  be  traced  to  GE  products. 

In  many  ways,  being  a  finance  com- 
pany beats  being  a  bank.  Finance  compa- 
nies have  numerous  advantages  over 
commercial  banks — no  regulators  like 
the  Federal  Reserve  setting  costly  reserve 
requirements  against  money,  no  legal 
prohibitions  against  moving  across  state 
lines  and  far  fewer  restrictions  on  what 
money  they  can  take  in  or  lend  out. 

With  these  more  liberal  guidelines,  as- 
set-based financing — collateralized  or  se- 
cured credit — has  grown  at  an  average 
18%  annual  rate  since  1975.  Over  the 
same  period  business  loans  of  commer- 
cial banks  increased  at  a  sluggish  6% 
annual  rate.  The  expansion  of  asset- 
based  finance  was  spurred  by  generous 
profitability.  Another  reason  stands  out: 
Most  finance  company  lending  is  still 
made  to  small-  and  medium-size  firms — 
a  group  which  was  neglected  by  banks 
until  recently. 

Commercial  paper  financing  is  the 
major  reason  for  the  growth  and  profit- 
ability of  the  finance  companies.  This 
form  of  short-term  money  instrument 
has  been  popular  with  big  investors  be- 
cause maturities  are  set  to  fit  the  needs 
of  the  lender — from  1  day  to  270  days — 
and  interest  is  paid  at  the  going  rate.  By 
contrast,  banks  are  prohibited  from  pay- 
ing interest  on  less  than  30-day  deposits. 

Of  all  the  captive  finance  companies, 
GE  Credit  is  the  most  innovative  and 
vigorous.  From  its  inception  in  1932  as 
General  Electric  Contracts  Corp.  until 
1960  it  was  principally  confined  to  in- 
stallment sales  of  GE  products  and  in- 
ventory financing  of  GE  dealers.  But 
since  1960  it  has  been  picking  the  spots 
where  funds  will  bring  the  most  remu- 
nerative return.  Most  of  its  business  is 
"asset  based" — that  is,  the  credits  are 
backed  by  some  form  of  collateral  and 
the  funds  are  advanced  as  outright  loans 
or  leases  on  equipment.  In  addition  to 
industrial  and  equipment  sales  financing, 
consumer  installment  credit  and  other 
traditional  forms,  GECC  has  made  sec- 
ond mortgage  loans  extensively  on  pri- 
vate residences'  and  owns  13  American 
flag  tankers  worth  about  $1  billion,  the 
largest  U.S.  fleet  in  deadweight  tons. 
Seven  of  these  are  leased  out  and  em- 
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ployed  on  the  Aiaskan  oil  trade. 

This  wholly  owned  G£  subsidiary  con- 
tributed $77  million  to  last  year's  con- 
solidated net  income  of  $1.2  billion.  So 
far  this  year,  six-month  net  income  at 
$41.4  million  was  up  19%  from  1978.  For 
GE  this  was  a  solid  case  of  diversifica- 
tion from  within.  Sensitive  to  what  was 
happening  in  the  economy,  GE's  board 
was  looking  for  ways  to  participate  in 
the  fast-growing  service  economy. 
Charles  G.  (Ticker)  Klock,  now  retired, 
was  chosen  by  the  board  in  1960  to  head 
GE's  financing  arm.  It  was  his  depart- 
ment that  offered  a  way  to  get  into  finan- 
cial services  without  either  making  an 
acquisition  or  starting  a  new  business. 
Then,  as  now,  GE  knew  how  to  preserve 
the  entrepreneurial  spirit  within  the 
framework  of  a  giant  corporation. 

John  W.  Stanger,  president  and  general 
manager  of  GECC  since  1975,  is  a  Bos- 
ton-bred, Harvard-trained  government 
economist.  Stanger  is  flexible  and  inno- 
vative where  banks  often  are  not.  Let  the 
banks  fight  over  less  profitable  blue  chip 
corporate  credits.  GECC  makes  loans 
against  mobile  homes,  arranges  financ- 
ing, second  mortgages,  business  loans 
and  other  generous  yielding  credits.  Con- 
sumer operations  involve  second  mort- 
gages of  up  to  $100,000  on  residences, 
small  loans  of  shorter  maturity  and  plea- 
sure boat  financing.  Foreign  auto  leasing 
financing  is  the  latest  addition. 


A  balance  sheet  item  ambiguously  la- 
beled "revolving  credit  financing"  that 
totaled  $464  million  at  the  end  of  1978 
covers  the  GECC  operation  of  private- 
credit  cards  for  Woolworth,  Caldor,  Sing- 
er and  Zayres,  among  others.  That 
monthly  statement  comes  from  GE 
Credit  headquarters  and  various  regional 
offices,  although  the  customer  may  nev- 
er learn  this  bit  of  information.  Monthly 


Finance  companies  have  nu- 
merous advantages  over  com- 
mercial banks — no  regulators 
lilce  the  Federal  Reserve  set- 
ting costly  reserve  require- 
ments against  money,  no  legal 
prohibitions  against  moving 
across  state  lines  and  fewer 
restrictions  on  what  money 
they  can  take  in  or  lend  out. 


billings  carry  the  store  name,  not  the 
lender's  name. 

In  the  past  ten  years,  GECC  equity  has 
grown  from  $188  million  to  $677  mil- 
lion. Earnings  rose  from  $18  million  to 
$77  million — with  a  further  20%  rise 
likely  this  year. 

Such  a  record  has  been  possible  only 
because  of  the  ease  with  which  GECC — 
like  other  captive  finance  companies — 
has  been  able  to  tap  short-term  and  long- 


term  debt  markets  on  its  own  nai: 
credit.  From  $1.5  billion  of  debt 
end  of  1969,  GECC  liabilities  hjj 
panded  to  almost  $5  billion. 

Success  of  GECC  and  similar  orj 
tions  has  not  been  lost  on  bank  m 
ments.  Some  bank  holding  com] 
including  Citicorp  and  BankAr 
have  formed  nationwide  nonba 
nancing  subsidiaries,  benefitting 
the  sale  of  commercial  paper  not 
to  banking  reserve  requirements 
corp  Industrial  Credit  Inc.  had  a 
$2.2  billion  of  credits  on  June  30. 

Do  conventional  bankers  resei 
competition?  You  bet  they  do. 
gripe  that  the  finance  companies 
tively  unregulated,  can  snatch  t 
prize  pieces  of  business,  while  the 
have  their  hands  tied  behind  then* 
ter  B.  Wriston,  the  outspoken  b 
giant  Citicorp,  sums  up  the  bai 
complaint:  "Banks  no  longer  have 
nopoly  on  money  and  credit  if,  ii 
they  ever  did.  While  state  and  f 
banking  regulators  continue  a 
about  who  should  be  allowed  to 
checks,  pay  interest  on  deposits 
how  much  interest — and  whether 
puter  terminal  is  a  bank,  the  cust 
have  been  taking  their  business 
where  else,  just  as  shippers  and  p 
gers  took  their  business  away  fro 
railroads."  Wriston  is,  of  cours 
slouch  at  going  where  the  business 


Barnes  Group  Inc.  serves 
the  newest  service  industry, 


You  can't  send  a  Toyota  back  to  Tokyo 
for  repairs,  or  any  other  import  back  to  its 
point  of  origin  for  a  checkup.  And  that  has 
spawned  a  whole  new  industry — servicing 
imported  cars. 

Barnes  Group  inc.,  which  built  a  large 
chunk  of  its  business  on  servicing  the  auto 
repair  market  for  U.S.-made  cars,  quite 
naturally  has  expanded  its  distribution  busi- 
nesses to  serve  import  repair  locations. 

On  the  one  hand,  our  Bowman  Distribution 
operation  stocks  and  restocks  thousands  of 
parts  and  tools  for  new,  used  and  rental  car 
agencies;  taxi,  bus  and  truck  fleets;  indus- 
trial companies  and  airlines,  and  for  a  range 
of  professional  maintenance  applications. 


On  the  other,  our  Globe  Distribution  group 
supplies  auto  parts,  accessories  and  hard- 
ware to  mass  retailers  who  serve  the  do-it- 
yourself  segment  of  the  auto  aftermarket. 

The  other  side  of  Barnes  Group's  business 
is  Associated  Spring,  the  world's  largest 
springmaker  and  producer  of  critical  metal 
parts.  This  balance  of  distribution  and 
manufacturing,  plus  seven  consecutive 
years  of  record  sales  and  earnings,  makes 
Barnes  Group  Inc.  a  name  you  should 
remember. 

For  a  copy  of  our  new  "Brief  Investment 
Facts,"  write  to  Corporate  Communications, 
Barnes  Group  Inc.,  Executive  Office,  Bristol, 
CT  06010. 


BARISES  A 

GROUP  INC  /AiH 


The  critical  parts  people 


ft* 

do. 

:ch 

thi1 


Newsweek  isn't  exactly  a  business 
lagazine. 

But  it's  a  magazine  business  people 
jad. 

To  find  out,  for  instance,  what  Nobel 
lureates  Milton  Friedman  and  Paul 
amuelson  have  to  say  about  the  economy 
ind  why  they  don't  agree). 

And  to  learn  what  Jane  Bryant  Quinn 
an  tell  them  about  their  personal  finances. 

Also,  smart  business  people  are  aware 
lat  people  and  events  have  a  big  effect 
n  the  numbers.  So  they  want  to  know  all 
ley  can  about  a  Calvin  Klein,  an  Alan 
add,  Jr.,  or  a  Muammar  Kadaffi. 

As  Dr.  Samuelson  puts  it:  "Conditions 
Dr  surviving  were  never  better  than  now  — 
:>r  those  who  trouble  to  become  well 
lformed." 

For  18  million  Americans— 6  million 
f  them  professional  and  managerial 
eople— that  means  reading  Newsweek 
>ach  week. 

Why  not  join  them— for  solid  information 
ou  can  use  in  your  business. 

For  more  information,  contact  your 
>cal  Newsweek  representative,  or  Perk 
ankin,  Newsweek's  Financial  Advertising 
lanager,  at  444  Madison  Avenue, 
ew  York,  N.Y.  10022,  (212)  350-2145. 


Dr  Milton 
Friedman 


Dr.  Paul 
Samuelson 


Ms.  Jane 
Bryant  Quinn 


After  a  decade  of  searching,  Clark  Oil  is  giving 
up  its  hunt  for  the  black  gold.  So  what  hap 
pens?  The  stock  trebles.  Here's  why. 

The  advantages 
of  getting  out 


Clark  Oil  &  Refining  CEO  Robert  Reed 
If  you  cant  lick  'em,  don't  join  'em. 
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BUSINESS  WEEK  EDITORIAL  UNFAIR  AND  INACCURATE 


lb  the  Editor, 

Business  Week  magazine: 


Referring  to  the  editorial 
n  your  September  3  issue 
ntitled  "The  Origins  of 
Distrust "  about  environmental 
)roblems  at  the  Hooker 
hemical  Company,  I  can  only 
issume  that  your  editorial  is  a 
nisunderstanding  of  the  facts 
ind  issues  involved. 

Regrettably,  this  has  led 
'our  writer  to  make  statements 
md  allegations  about  the 
;onduct  of  our  company  which, 
n  some  cases,  are  wrong  and 
n  other  cases,  unfair,  to  say 
he  least. 

Space  will  not  permit  a 
x>int-by-point  rebuttal  of  all  the 
harges  made,  but  let  me  deal 
vith  a  few  of  the  issues  raised  in 
'our  editorial. 

You  state:  "Past  dumping 
practices  of  Hooker  Chemicals 
-  &  Plastics  Corp.  for  example, 
lave  been  held  responsible  for 
iriving  239  families  from  their 
lomes  near  the  Love  Canal  in 
Niagara  Falls,  N.Y. . . !'  and  that 
Hooker  officials  early  on 
:  ealized  the  extent  of  the  problem 
ind  chose  to  remain  silent."  For 
'our  information,  our  disposal 


practices  at  the  Love  Canal 
in  the  1950's  were  considered 
"state-of-the-art"  at  the  time. 
Furthermore,  Hooker  deeded 
the  property  to  the  school  board 
for  $1  over  25  years  ago  with 
the  warning  in  the  deed  that 
chemicals  were  buried  there  and 
that  the  school  board  agreed  to 
assume  responsibility  for  any 
injuries  which  might  occur. 
Hooker  did  not  remain  silent 
when  it  learned  that  waste  was 
escaping  from  the  canal.  You 
have  confused  some  isolated 
incidents  in  the  late  1950's,  when 
some  chemicals  were  uncovered 
after  disturbance  of  the  clay 
cap  during  ill-advised  road 
construction,  with  the  later  and 
more  serious  issue  of  chemical 
migration,  which  we  have  reason 
to  believe  was  due  to  the 
disturbance  of  the  surface. 

A  few  children  playing  in 
the  area  were  slightly  burned 
by  some  of  the  chemicals. 
We  investigated  and  advised 
the  school  board,  which  owned 
the  property,  to  take  precaution- 
ary measures  so  that  there 
would  be  no  further  incidents. 


There  was  no  evidence  of 
chemicals  seeping  into  homes 
back  then;  there  wasn't  any 
evidence  of  that  happening 
until  1976. 

You  state  that  officials  at 
Occidental  Chemical  Co. 
knowingly  polluted  under- 
ground water  in  Lathrop, 
California.  We  deny  this  charge. 
The  fact  is  that  when  wells  near 
the  plant  were  initially  tested 
for  pesticides  and  solvents  in 
1976,  the  levels  in  an  irrigation 
well  were  so  minimal  as  to  be 
inconclusive  and  tests  of  a 
domestic  well  reflected  no 
pesticides  and  low  levels 
of  solvents. 

You  state:  "Beyond  that, 
as  recently  as  1977,  officials 
at  Occidental  Chemical  Co. . . . 
knowingly  violated  air  pollution 
limits  at  a  Florida  plant."  The 
fact  is  when  this  came  to  the 
attention  of  the  top  management 
of  Hooker  Chemical  Company, 
the  unit  was  shut  down 
immediately,  and  the  violation 
was  voluntarily  reported  to  the 
Federal  and  state  authorities. 
The  unit  was  restarted  only  after 


the  company  was  certain  its 
operation  would  be  in  full 
environmental  compliance. 

I  think  your  readers  will 
agree,  on  the  basis  of  the 
illustrative  points  I  have  raised, 
that  we  have  reason  to  be 
concerned  about  the  accuracy 
of  your  editorial.  I  am  not  saying 
that  Hooker  Chemical  should 
not  be  concerned  about  the 
effects  of  some  of  its  chemical 
disposal  practices  in  the  past, 
but  I  would  like  to  point  out 
that  we  believe  our  current  waste 
disposal  practices  and  our  new 
management's  attitude  toward 
environmental  reponsibility  are 
at  least  as  good  as  anyone  else's 
in  industry.  These  are  not  just 
words.  This  year  alone  Hooker 
has  more  than  140  employees 
devoted  to  environmental, 
health  and  safety  activities  and 
will  spend  in  excess  of 
$40  million  for  environmental 
protection. 

Donald  L.  Baeder, 
President 

Hooker  Chemical  Company 
Houston,  Aug.  31, 1979 


Our  plants  are  complying  or  constructing  the  necessary  facilities  to  comply  with  state  and  federal  regulations 
d  agreements.  Hooker  Chemical  today  has  an  experienced  management  team  with  many  of  our  top  executives 
ecruited  from  leaders  in  industry.  We  are  working  diligently,  cooperating  fully  with  appropriate  agencies.  We  are 
mmitting  our  best  efforts  to  make  our  company  a  future  leader  in  environmental  action. 

Zoltan  Merszei,  Occidental  Petroleum  Corporation's  President  and  Chief  Operating  Officer,  with  more  than  thirty 
fears  experience  as  a  top  executive  with  Dow  Chemical  Company,  stated  that  "The  practices  of  all  industry  must 
field  to  the  new  scientific  knowledge  of  environmental  protection.  We  cannot  judge  yesterday  s  practices  by  today  s 
odes.  I  will  see  to  it  that  Hooker  lives  up  to  the  highest  environmental  standards."  Donald  L.  Baeder,  President  and 
hief  Operating  Officer  of  Hooker,  says  that  the  company's  policy  is  "to  comply  with  the  spirit  as  well  as  the  letter  of 
;he  law  and  where  helpful,  in  the  spirit  of  a  good  neighbor,  to  go  beyond  the  requirements  of  the  law." 


\S  STATED  IN  THE  LETTER  ABOVE:  "THESE  ARE  NOT  JUST  WORDS.  THIS  YEAR  ALONE  HOOKER 
HAS  MORE  THAN  140  EMPLOYEES  DEVOTED  TO  ENVIRONMENTAL,  HEALTH  AND  SAFETY  ACTIVITIES 
\NI)  WILL  SPEND  IN  EXCESS  OF  $40  MILLION  FOR  ENVIRONMENTAL  PROTECTION." 


HOOKER  CHEMICAL 


OXY 


a  subsidiary  of 
OCCIDENTAL  PETROLEUM  CORPORATION 


We  didn't  make 
ChemSphere 

the  leader  in 

worldwide 
cash  managem 


Our 


By  responding  to  our  customers'  unique  needs,  an 
extraordinary  combination  of  services,  systems,  and 
people  has  evolved  called  ChemSphere. 


customers 


or  portfolio  management. 

In  short,  our  Portfolio  Management  System 
enables  the  executive  to  concentrate  on  investment 
decision-making  while  reducing  costly  clerical  time. 


did 


Chemical  Bank  has  always 
been  looked  upon  as  an  innovator 
in  worldwide  cash  management. 
So  breaking  new  ground  is  some- 
thing we've  done  over  the  years 
{most  as  a  matter  of  course. 

The  most  recent  evidence  of  that  leadership  is  ChemSphere, 
:  hcmical  s  unique  combination  of  cash  management  services, 
■Stems,  and  people. 

The  people  part  is  important.  Because  out  of  the  day-to-day 
■teraction  or  our  people  and  the  people  we  service  has  come  a 
umber  of  new  w  ays  to  deal  with  complex  financial  problems. 
A  few  examples. 

omething  to  depend  on  in  a  climate 
f  change. 

Faced  with  floating  rates,  complex  tax  effects  and  constantly 
hanging  foreign  regulations,  over  130  companies  in  IS  countries 
limed  to  Chemical's  Foreign  Exchange  Advisory  Serv  ice  for  help. 

For  them,  we  tailored  a  specific  package  of  consulting,  up- 
pthe-minute  data  and  computer  programs.  We  even  supplied 
hem  with  protective  strategies  and  forecasts  for  26  key 
i  jrrencies. 

i  mart  investments  start  with 
iimely  information. 

Not  long  ago,  a  company  w  ith  a  substantial  short  term  in 
EStment  portfolio  was  concerned  with  the  lack  of  timely  and 
tmprehensive  information  at  its  disposal. 

ChemSphere  s  new  Portfolio  Management  System  proved 
)  be  the  solution.  By  providing  advanced  computerized 
ccountingand  reporting  with  trade  analysis  capability, 
rhemSphere  brings  the  most  current  techniques  to  the  science 


"There's  got  to  be  a  better  wayT 
said  the  treasurer.  There  was. 

When  the  treasurer  of  one  of  the  nations  largest  industrial 
companies  asked,  "Isn't  there  a  better  way  to  notify  our  custody 
department  of  security  movement  instructions?"  ChemSphere 
responded  with  the  ChemLink  Security  Movement  Instruction 
module. 

An  automated  approach  was  developed  to  allow  that  cus- 
tomer to  inter-actively  input  his  instructions  for  ready  access  by 
our  Custxxlv  Department. 

The  result  was  better  control  and  more  timely  execution  of 
security  movement  instructions. 

When  the  system  doesn't  work, 
we  find  a  new  system. 

These  are  only  a  few  examples  of  how  people,  responding  to 
people,  put  the  ChemSphere  system  to  work.  Where  the  system  is 
unable  to  accommodate  a  customer's  particular  needs,  new  sys- 
tems are  created. 

That  s  how  ChemLink  and  "customerized  versions  of 
ChemLink  came  to  be.  Amongother  things,  it  provides  an  on-line 
cash  management,  bookkeeping  and  monitoring  system.  All 
transactions  are  entered  on  one  print-out,  providing  financial 
officers  w  ith  current  reports  on  cash  generation  by  division.  The 
result  is  that  tulay  ChemLink  serves  over  400  customers  in  31 
countries. 

If  you'd  like  to  know  what  ChemSphere  can  do  for  you,  do 
something  for  us.  Contact  W.  I).  Baird,  Jr.,  Vice  President, 
ChemSphere,  Chemical  Bank,  20  Pine  Street,  New  York,  New 
\brk  10005.  Or  call  us  at  (212)  770-36(X).  Or  mention 
ChemSphere  to  your  Chemical  account  officer. 

We  could  end  up  talking  about  our  unique  solution  for  your 
particular  problem. 


ChemicalBank 

Leader  in  worldwide  cash  management. 


increased  from  around  $2  a  barrel  to  over 
$4  last  May,  according  to  the  Chase 
Manhattan  Energy  Economics  group. 
Down  at  the  pump,  margins  widened 
from  4-to-6  cents  a  gallon  to  over  10 
cents.  During  the  first  six  months  of  this 
year,  Clark's  net  income  soared  from 
$1.2  million  to  over  $16  million — from 
18  cents  a  share  to  $2.24. 

The  question  then  becomes  what  to  do 
with  this  spring's  profits  and  the  cash 
from  the  sale  of  the  oil  properties.  The 
trick,  ironically,  will  be  for  Bob  Reed  to 
go  back  to  the  strategy  Emory  Clark  pio- 
neered over  two  decades  ago.  Clark  sold 
only  one  grade  of  gasoline — premium — 
and  cut  out  such  extras  as  tires,  batteries 
and  grease  jobs.  Thus,  the  company  was 
able  to  undercut  the  branded  competi- 
tion by  1  or  2  cents  a  gallon.  Reed  can't 
go  back  to  one  grade:  Under  federal  law 


retailers  must  offer  both  unleaded  and 
leaded  gasoline.  But  he  can  steer  the 
company  back  to  high-volume,  stripped- 
down  service  stations.  "We'll  be  spend- 
ing our  money,"  says  Reed,  "'building  up 
the  superstations,  open  24  hours,  capable 
of  pumping  no  less  than  150,000  gallons 
a  month.  Right  now  the  average  station 
pumps  maybe  50,000  gallons  a  month." 

Of  course,  the  rest  of  the  industry  is 
doing  the  same  thing:  weeding  out  mar- 
ginal stations,  expanding  profitable  loca- 
tions. In  the  last  six  years  the  number  of 
gas  stations  has  dropped  from  225,000  to 
about  170,000  and  this  summer's  short- 
ages drove  more  out  of  business.  "We 
will  be  going  back  to  a  more  competitive 
situation,"  admits  Reed. 

"Nirvana  is  over  for  the  refiners," 
agrees  Bruce  Lazier,  oil  analyst  at  Paine 
Webber  Mitchell  Hutchins.  "With  the 


shortage  over,  spot  margins  will  sr 
maybe  half  what  they  were  this  sp 
The  move  back  to  refining  ar 
keting  may  be  competitive,  but  C 
kins,  CEO  of  Ashland  Oil  Co.,  has 
that  it  can  also  be  profitable.  In  l 
year  Atkins  has  sold  off  Ashlan 
producing  properties  for  over  $81 
lion,  cut  debt  by  $246  million  and 
in  15.6  million  shares  of  common 
Ashland's  83%  return  on  equity  | 
ing  the  nonrecurring  gains  from  c 
of  some  assets)  for  the  last  six  r 
places  it  at  the  top  of  the  in 
Though  Bob  Reed  denies  that  he 
lowing  in  Orin  Atkins'  footst 
doesn't  hurt  to  have  that  exampi 
stock  market  certainly  agrees, 
stock,  which  sold  as  low  as  $11  ; 
last  year,  recently  sold  at  32 — nea 
bling  in  a  year.  ■ 


By  Ann  Hughey 


Memories  of  thalidomide  linger,  but  so  do 
attacks  on  the  Food  &  Drug  Administration's 
bureaucratic  ways. 


The  price  of 
prudence 


•  An  important  drug  for  Parkinson's 
disease  and  endocrine  disorders  was  ap- 
proved in  Switzerland  three  years  before 
the  FDA  blessed  it. 

But  the  FDA,  which  earned  the  na- 
tion's gratitude  most  memorably  a  gen- 
eration ago  by  keeping  thalidomide  and 
its  ghastly  effects  on  fetuses  off  the  U.S. 
market,  has  fresh  evidence  in  its  own 
defense.  Consider  practolol,  a  member  of 
a  family  of  drugs  known  as  beta  blockers, 
used  in  the  treatment  of  high  blood  pres- 
sure. Since  their  introduction  in  the 
1960s,  the  FDA  held  back  approval  of  all 
but  one  of  these  drugs  thinking  that 
some  might  cause  cancer.  Some  did — in 
laboratory  animals.  Beta  blockers  were 
used  in  England  for  seven  years  while 
drugmakers  and  doctors  complained 
about  the  FDA's  snail-paced  approval 
here.  Then  practolol  began  producing 
some  distressing  side  effects.  Some  users 
went  blind.  Some  developed  a  strangulat- 
ing membrane  in  the  bowels  requiring 
risky  surgery.  One  British  medical  jour- 
nal carried  a  suggestion  of  a  relationship 
between  beta  blockers  and  a  disease  that 


Asti'dy  of  drug-approval  procedures 
at  the  Food  &  Drug  Administra- 
tion done  by  the  General  Ac- 
counting Office,  two  years  in  the  making 
and  soon  to  be  released,  is  expected  to 
reconfirm  an  old  diagnosis:  chronic,  in- 
fectious bureaucracy.  The  chief  symp- 
toms are  likely  to  be  described  as  delay 
and  dithering  on  the  FDA's  part  in  its 
vital  job  of  approving  new  medicines. 
The  prognosis  is  expected  to  be  ex- 
pressed as  needless  suffering  for  the  ill, 
frustration  for  medical  researchers  and 
less  profits  for  the  makers  of  prescription 
drugs  unless  the  FDA  mends  its  ways. 

There  is  no  lack  of  fresh  evidence  in 
this  old  quarrel  between  the  drug  compa- 
nies, for  whom  time  is  money,  and  the 
FDA,  whose  solemn  charge  it  is  to  pro- 
tect the  public  from  buying  cures  worse 
than  the  diseases  for  which  they  are  pre- 
scribed. Some  items  cited  by  the  GAO: 

•  In  Britain  a  drug  for  controlling 
arrhythmic  hearts  was  approved  five 
years  before  it  could  be  sold  in  the  States. 


deforms  the  penis.  Practolol  came 
U.K.  market.  That,  say  FDA's  sil 
ers,  is  why  it's  better  to  go  slow  i| 
approval. 

Practolol,  however,  still  has  il| 
porters,  which  only  shows  how 
and  complex  a  problem  it  can  be  tcl 
mine  what  is  "safe."  Dr.  William  V 
of  the  University  of  Rochester  M 
Center  maintains  that  the  bene 
practolol,  which  lowers  the  risk  ci 
den  death  among  heart  attack 
outweigh  possible  side  effects.  Hel 
ons  it  could  save  as  many  as  20,00| 
a  year. 

The  FDA  does  acknowledge 
problems.  Its  latest  multi-tier  apj 
system  is  aimed  at  putting 
through"  or  what  it  considers  imp! 
drugs  on  a  fast  track  to  approval.  C| 
it  thinks  are  duplicative  or  less 
are  set  on  a  back  burner.  Thos 
priority  drugs,  however,  even  if  thj 
similar  to  some  already  in  use,  co{ 
aimed  at  mass  market  and  big  p| 
which  is  why  the  industry  isn't  satil 

In  addition,  drugmakers  complf 
bureaucratic  delays,  lack  of  acceptal 
foreign  testing,  having  to  deal  wii| 
many  regulators  and  produce  too 
documents.  Back  in  1968,  for  exal 
Squibb  asked  FDA  for  permission  tl 
aspirin  as  a  heart  attack  preventive! 
FDA  hassled  Squibb  to  the  point  wtl 
just  gave  up.  "We  asked  for  the  wl 
literature  on  aspirin,"  says  one  FD,| 
cial,  adding,  "it  was  a  dumb  rej 
ment."  Years  later,  the  National 
tutes  of  Health  started  a  similar  s| 
but  this  time  the  taxpayers  will 
$16  million  bill  for  it. 

But  Dr.  Richard  Crout,  direct| 
FDA's  Bureau  of  Drugs,  has  his 
plaints  too.  A  company,  seeking 
market,  may  take  a  potent  substancl 
want  to  study  it  for  common  men:[ 
cramps.  "But  it's  a  hormone  that  acl 
the  brain,"  he  says.  "It's  so  newl 
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When  you're  spending  8  hours  or  more  up  here, 
engine  reliability  is  something  you  want 
to  take  for  granted. 


You  can  only  doit  in  the  Gulfstream  HI. 


you  would  expect,  we  are  carefully 
tudying  the  several  so-called  "long- 
ange"  business  jets,  and  especially 
heir  engines. 

We  are  interested  because  (1)  our  own 
Julfstream  III  will  be  a  reality  in  1980; 
ind  (2)  from  more  than  a  decade  of  ex- 
)erience  with  the  Gulfstream  II,  we  be- 
ieve  we  have  a  clear  understanding  of 
unique  requirements  for  powering 
xecutive  jet  with  intercontinental 
e. 

fact,  the  airline-proven  Rolls-Roy 
Spey  turbofan  engines  that  power  the 
leet  of  over  225  Gulfstream  I  Is  have  now 
?one  beyond  1,300,000  hours,  routinely 
ng  the  world's  business  and  govern- 
t  leaders  to  destinations  on  every 
tinent.  In  total,  the  Spey  has  amassed 
wer  13  million  hours  in  world-wide  com- 
mercial operations. 

And  so,  we  think  we  have  a  valid 
aasis  for  objective  comparisons  of 
sngine  performance. 

From  what  we've  learned,  no  other 
turbofan  engine  in  executive  service 


approaches  the  Rolls-Royce  Spey  in 
terms  of  total  performance. 

It  has  an  incredible  record  of  in-flight 
and  on-time  departure  reliability;  un- 


A  new  definition  of  the  ultimate. 


matched  power  versatility;  excellent 
cruising  fuel  efficiency  at  airliner  speeds 
above  40,000  feet;  ease  of  mainte- 
nance; and  a  time-between-overhaul 
of  7,000  hours-about  10  years  of  fly- 
ing in  a  typical  corporate  operation. 

When  the  Gulfstream  III  enters  ser- 
vice, no  other  executive  airplane  will 
be  able  to  carry  as  many  people  as  far 
as  comfortably.  And,  we  might  add,  so 
dependably.  The  key  to  this  superi- 
ority will  be  these  same  airline-proven 
Rolls-Royce  engines,  perfectly  matched 
to  a  superlative  Grumman-designed 
airframe. 

As  you  evaluate  your  investment  in 
an  executive  jet  for  the  1980's,  be  sure 
to  discuss  engine  reliability  with  Charles 
G.  Vogeley,  Gulfstream  American  Sen 
Vice  President,  (912)  964-3274,  or 
Samuel  L.  Higginbottom,  Chairman 
and  President,  Rolls-Royce,  Inc.. 
(212)  935-9400.  JSSSFAll 

The  place  to  get  the  fjr 1 
facts  is  down  here,  not  y&J$flf\ f 
up  there.         Gulfstream  Amcrh.  ii s 


For  more  information,  contact  Gulfstream  American  Corporation,  P.O.  Box  2206,  Savannah,  Georgia  31402;  Rolls-Royce,  Inc.,  375  Park  Ave 
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can't  really  tell  about  the  long-term 
effects.  And  you  begin  to  say,  'God,  what 
is  this?'  " 

Because  of  FDA's  requirements, 
American  researchers  are,  by  FDA  ad- 
mission, losing  their  edge  in  innovation 
to  nations  where  early  clinical — that  is, 
human — trials  are  loosely  regulated. 
"They  don't  question  human  research  in 
foreign  countries  as  much  as  in  the 
U.S.,"  says  Dr.  Gilbert  McMahon  of  Tu- 
lane  University's  Medical  School. 

"We're  trying  to  rewrite  our  regula- 
tions to  make  early  innovative  research 
easier,"  says  FDA's  Crout.  "I  don't  want 
to  see  that  lost  from  the  U.S.  It's  a  cost  of 


"The  involvement  of  certain  members 
of  the  Sisters  of  Loretto  in  the  affairs 
of  Blue  Diamond  Coal  Company 
would  appear  to  be  a  continuation  of  a 
pattern  of  harassment  initiated  by  the 
United  Mine  Workers  of  America  dur- 
ing the  strike  at  the  Justus  mine  at 
Stearns,  Ky,  a  couple  of  years  ago. 
This  harassment  has  resulted  in 
threats  against  the  wives  and  children 
of  company  officials  as  well  as  vio- 
lence against  the  supervisors  and 
nonstriking  workers,  one  of  whom 
was  shot  and  killed  near  his  home.  It 
is  difficult  for  the  management  of  the 
company  to  understand  how  the  voca- 
tion of  the  good  sisters  leads  them  to 
identify  with  such  a  movement." 
That  unusual  statement  was  made  by 
Blue  Diamond  Vice  President  Ralph  Dye 
after  consultation  with  President  and 
Chairman  Gordon  Bonnyman,  whose 
family  has  controlled  the  company  since 
the  turn  of  the  century.  Its  meaning: 
more  trouble  for  Blue  Diamond  as  a 
group  of  so-called  activists  try  out  a  new 
technique  for  changing  companies  they 
consider  socially  irresponsible. 

Blue  Diamond  has  had  its  share  of 
troubles.  The  1976  explosions  at  its  Sco- 
tia mine  in  Kentucky  killed  26  men  and 
spawned  a  maze  of  investigations  and 


our  system  we're  trying  to  remedy." 

Crout  also  notes,  and  even  FDA  critics 
agree,  that  the  FDA  approval  process  is 
getting  faster.  And  foreign  regulatory 
agencies  are  increasingly  emulating  the 
FDA's  better-safe-than-sorry  approach. 

Hippocrates,  father  of  modern  medi- 
cine and  no  particular  fan  of  drug  use, 
observed:  "Life  is  short  and  the  art  long, 
opportunity  fleeting,  experiment  danger- 
ous and  judgment  difficult."  The  U.S. 
public  seems  to  agree.  While  some  advo- 
cates of  the  free  market  occasionally  sug- 
gest doing  away  with  the  FDA,  no 
ground  swell  of  support  is  in  view,  not 
even  among  the  drug  companies.  ■ 


lawsuits.  Even  then,  Standard  Oil  of  Indi- 
ana offered  a  lucrative  $  140  million  stock 
trade  to  acquire  Blue  Diamond's  $100 
million-a-year  operation.  But  the  deal 
was  never  consummated.  Standard 
backed  out  after  Blue  Diamond  suffered 
legal  reverses  in  a  $60  million  suit 
brought  by  Scotia  widows  and  after  ques- 
tions were  raised  about  the  company's 
operations  and  the  extent  of  its  coal  re- 
serves. Then  the  company  and  its  subsid- 
iary, Scotia  Coal  Co.,  were  indicted  on 
criminal  charges  of  violating  federal 
mine  safety  law.  The  lone  victory:  the 
company  broke  the  United  Mine  Work- 
ers' strike  at  Stearns. 

Now,  here  come  the  Sisters  of  Loretto. 
A  group  of  nuns,  Jesuit  fathers  and  other 
activists  have  bought  a  chunk  of  Blue 
Diamond  stock.  The  aim,  according  to 
Sister  Eileen  Harrington  of  the  Catholic 
order  (whose  mother  house  is  in  Ken- 
tucky), is  to  pressure  the  company  in 
such  areas  as  mine  safety,  pollution  con- 
trol and  labor  relations  through  stock- 
holder resolutions  and  greater  public  dis- 
closure of  its  operations.  While  Blue  Dia- 
mond stock  is  publicly  traded,  it  has  not 
had  to  comply  with  various  SEC  rules  on 
reporting  and  shareholders'  prerogatives 
because  it  had  fewer  than  500  sharehold- 
ers. The  Sisters'  ploy:  to  push  the  num- 


ber of  shareholders  above  500. 

The  Sisters  paid  about  $20,000 
Blue  Diamond  shares  over  the  pa: 
Other  new  Blue  Diamond  stockl 
involved  in  the  effort  include  tl 
ters,  Servants  of  the  Immaculate 
of  Mary  near  Detroit,  at  least  one 
ber  of  the  Jesuit  Appalachian  M 
and  individuals  such  as  Peter  W 
Duke  University  history  professi 
ter  Eileen  hopes  that  with  this 
much  of  it  scattered  in  one-  an 
share  blocks,  there  are  more  thj 
shareholders.  But  the  company 
to  register  the  stock  in  the  names 
individuals,  and  sent  them  an  al 
to  sign,  stating,  in  part,  "I  am  n 
ticipating  in  a  conspiracy  prohibi 
the  1934  Securities  &  Exchange 
against  the  business  of  Blue  Di; 
Coal  Company  by  seeking  inforr 
which  my  position  as  a  stockhold 
give  me." 

Sister  Eileen  also  complains  thi 
Diamond  failed  to  notify  the  nuns 
annual  stockholders'  meeting,  ij 
their  stockholders'  resolution  a) 
fused  to  give  them  a  list  of  other  he 

The  nuns  also  own  stock  in  Ro« 
International,  J. P.  Stevens  and  St; 
Oil  of  Indiana.  "We  don't  invest  ; 
raise  hell  with  corporations.  We  as 
we  get  a  fair  return  on  this  inves 
and  can  we  be  assured  that  the  coi| 
is  operating  along  lines  we  consic 
cially  responsible.  We  aren't  out  1 
corporations.  We  are  out  to  infl 
them,"  says  Sister  Eileen. 

And  while  the  Sisters  of  Lorettc 
never  gone  to  court  before,  they  se 
be  ready  to  sue.  "It  appears  that  t 
not  going  to  transfer  the  shares,  sc 
probably  have  to  go  to  court,"  say: 
lawyer,  Philip  W.  Moore. 

Blue  Diamond  doesn't  say  mucl 
me  it's  kind  of  comical,  but  to  the 
pany  it's  not,  I  guess,"  said  Vice 
dent  Dye. 

Sister  Eileen  insists  the  stock  pui 
is  not  connected  with  the  miners' 
at  Stearns,  although  she  says  she  si 
thized  with  the  strikers.  The  highl' 
licized  $2  million  UMW  organizi 
fort  there  ran  three  years  but  was 
doned  earlier  this  year,  causing 
disquiet  among  union  militants. 

Despite  its  problems,  Blue  Dia 
still  appears  to  be  holding  the  line 
cially,  mining  about  2  million  tc 
coal  a  year.  The  company  currently 
net  worth  of  about  $85  million,  or 
$212  for  each  of  its  400,000  shares. 
Eileen  says  her  order  bought  50  shai 
$180  to  $200  a  share.  When  the  Sta 
deal  pushed  the  price  over  $300,  the 
joked  that  they  had  an  unexpected 
fall  on  their  hands.  They  bought  31 
shares  at  that  price.  Then  the  Sta 
deal  fell  through  and  the  stock  slur 
ending  talk  of  Wall  Street  wizardry. 

— Ann  Hu 


Blue  Diamond  Coal  had  trouble  enough  with 
mine  explosion  damage  suits,  criminal  indict- 
ments, a  failed  stock  deal.  Now: 


Here  come 
the  nuns 
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ying  found  a  good  man  for  a  tough  spot 
\r  the  last  recession,  Motorola  isn't  likely  to 
)it  as  hard  in  this  one. 


Credit  where 
credit  is  due 


i  itralixation  sometimes  pays 


{  v  ni  x  I.Kan  1 1 mi  s  last  fell  on  the 
Utf  semiconductor  industry,  no  ma- 
H|    jor  company  was  belted  harder 
Motorola,  Inc.  In  1975,  when  the 
ath  was  at  flood  tide,  Motorola 
ver  $25  million  pretax  in  the  inte- 
circuit  division  of  semiconductor 
ions,  the  big  factor  in  a  40% 
;  in  total  earnings  that  year.  The 
rs  seemed  to  confirm  a  general 
ssion  that  Motorola  was  among 
ost  poorly  run  outfits  in  the  busi- 
nder  Robert  W.  Galvin,  a  conser- 
gentleman,  son  of  founder  Paul  V. 
.,  with  a  penchant  for  talking  in 
ilities,  Motorola  was  often  dis- 
i  as  stodgy,  slow  afoot  and,  as  they 
t  to  lunch  in  semiconductors, 
lat  is  no  longer  the  case — and  its 
recent  track  record  points  to  a  de- 
change — a  good  deal  of  the  credit 
;s  to  an  executive  several  rungs 
in  the  pecking  order.  And  the  fact 
le  man  in  question,  a  blunt,  aggres- 
6-year-old  engineer  snatched  from 
Instruments  named  Alfred  J.  Stein, 
the  scene  in  the  first  place,  sug- 
management  was  not  quite  so 
as  had  been  thought. 


His  friends  at  Texas  Instruments 
thought  Stein  was  crazy  to  leave  Texas 
Instruments  in  1976  to  head  up  Galvin's 
integrated  circuit  division.  A  gifted 
troubleshooter  who  had  risen  through 
Texas  Instruments'  ranks  from  engineer 
to  assistant  vice  president  in  charge  of 
the  company's  most  profitable  product 
line,  Stein  was  leaving  one  of  the  best- 
managed  companies  in  the  U.S.  for  .  .  . 
sigh  .  .  .  Motorola.  Hardly  the  place  for  a 
driver  like  Stein.  But  Motorola  was  just 
desperate  enough  to  try  tolerating  his 
style.  And  Stein  was  not  blind  to  the 
opportunities. 

Then  as  now  the  second-largest  mer- 
chant semiconductor  company  (behind 
TI),  Motorola  was  fast  falling  behind.  It 
had  been  a  premier  company  in  discrete 
devices — single-function  semiconductor 
parts.  They  accounted  for  60%  of  Motor- 
ola's semiconductor  sales.  But  these 
were  at  once  the  most  cyclical  and  the 
most  mature  part  of  the  market,  fast 
being  supplanted  by  competitors  with 
integrated  circuits.  Says  Stuart  Johnson, 
electronics  analyst  at  Wertheim:  "Mo- 
torola's record  was  one  of  making  almost 
every  wrong  choice  in  semiconductor 
technology  that  it  could  have.  ..." 

The  company's  embarrassment  was  all 
the  more  acute  because  management  had 
dismissed  warnings  of  the  industrywide 
debacle  brewing  in  1975,  when  custom- 
ers pinched  by  the  recession  canceled  an 
estimated  $1  billion  worth  of  semicon- 
ductor orders  virtually  overnight.  Says  an 
industry  observer:  "Motorola  was  late  in 
seeing  the  slowdown  and  the  controls 
were  not  there."  Galvin,  a  man  who 
prides  himself  on  developing  top  man- 
agement from  within,  swallowed  some 
of  that  pride  and  called  in  the  headhunt- 
ed. Within  a  year  Stein  arrived. 

Motorola's  semiconductor  operations 
haven't  been  the  same  since.  Making  free 
use  of  the  company's  traditionally  decen- 
tralized structure,  in  which  Phoenix- 
based  semiconductors  are  separated  from 
the  older  communications  business  in 


Illinois,  Stein  set  out  to  run  the  Arizona 
operation  as  if  it  were  his  own  company. 

"The  biggest  thing  that  struck  me  was 
that  there  were  no  clearly  defined  busi- 
ness goals,"  he  says.  "They  had  good 
technology  but  it  wasn't  organized  to  put 
it  to  use."  Stein  recruited  two  engineers 
from  TI  to  head  up  Motorola's  digital 
product  line  and  its  MOS  (metal-oxide- 
silicon)  technology,  the  fastest-growing 
part  of  integrated  circuits,  and  displaced 
several  managers  he  felt  weren't  effec- 
tive. He  moved  the  research  laboratories 
closer  to  the  factory — "you  haven't  de- 
veloped a  product  until  you've  got  it  in 
production" — and  took  other  steps  with 
breathtaking  dispatch.  "When  I  saw 
some  $125,000  photolithography  ma- 
chines that  would  double  and  triple  our 
chip  yields,"  he  says,  "I  ordered  25  of 
them  that  day  and  then  worried  about 


Alfred  J.  Stein 
Not  blind  to  the  opportunities. 

getting  the  proper  signatures." 

The  results  have  impressed  even  Mo- 
torola's severest  critics.  Today,  integrat- 
ed circuits  rather  than  discretes  repre- 
sent more  than  half  Motorola's  semicon- 
ductor business.  The  $25  million  loss  in 
integrated  circuits  of  1975  was  turned 
into  about  a  $25  million  pretax  profit  in 
1977,  and  almost  twice  that  much  last 
year.  The  semiconductor  business  made 
an  estimated  $66  million  pretax  for  the 
first  six  months  of  this  year.  Motorola 
has  advanced  to  a  strong  competitive 
position  behind  Intel  and  Texas  Instru- 
ments in  NMOS  technology,  a  crucial 
part  of  memory  and  microprocessor  inte- 
grated circuits.  Says  Bear,  Stearns  ana- 
lyst Ming  Li:  "They  have  improved  at  a 
faster  rate  than  almost  anyone  else." 

For  example,  soon  after  Texas  Instru- 
ments sent  out  samples  of  a  new  64,000- 
bit  memory  chip,  Motorola  was  ready 
with  one,  too,  and  is  expected  to  be  a 
principal  supplier  to  IBM.  The  company 
also  landed  two  lucrative  contracts  with 
Ford  and  General  Motors  for 
microprocessors  to  help  control  auto  en- 
gine economy.  Some  say  that's  because 
of  old-line  ties  with  Detroit  stemming 
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Forbes  ranked  #8  among  all  maga- 
zines in  advertising  pages  for  this 
period,  and  all  seven  of  the  maga- 
zines ahead  of  bi-weekly  Forbes 
are  weeklies.  What's  more,  Forbes 
is  the  only  one  of  these  magazines 
that  completed  four  consecutive 
years  of  gains  in  all  these  measure- 
ments through  1978. 


Forbes: 


from  the  company's  longtime,  and  origi- 
nal, automobile  radio  business  (now  less 
than  10%  of  U.S.  automobiles  still  have  a 
Motorola  in  the  dashboard).  But  overall, 
it  appears  Motorola  has  substantially 
changed  its  position  in  semiconductors. 

Thus,  no  matter  how  rough  the  going 
gets  in  the  current  recession,  Motorola 
should  fare  as  well  as  any  in  the  industry. 

Motorola's  basic  communications 
business — two-way  radios  used  by 
professionals — has  historically  grown  at 
15%  a  year,  and  Motorola  has  a  60%  lock 
on  it.  The  company  is  well  positioned  in 
the  coming  mass  market  for  radio  tele- 
phones estimated  to  have  billion-dollar 
potential.  Another  bright  spot  is  its  Co- 
dex subsidiary,  acquired  by  Motorola  two 
years  ago,  which  makes  high-speed  data 
communications  equipment  and  which 
has  been  growing  at  over  40%  in  earn- 
ings for  the  past  four  years. 

But  with  most  analysts  predicting 
earnings  of  about  $5.25  per  share  this 
year,  compared  with  $4.04  last  year,  Mo- 
torola's stock  still  sells  at  around  nine 
times  earnings,  about  three-quarters  of 
the  multiple  of  TI.  That  history  of  brush- 
fires  that  got  out  of  control  before  they 
were  discovered  still  haunts  the  com- 
pany. Last  year,  for  example,  with  semi- 
conductors thriving,  operating  profits 
slipped  several  notches — about  15%  pre- 
tax— in  the  communications  business, 
supposedly  completely  reliable,  nearly  re- 
cession-proof. The  problems — mainly  in- 
volving start-up  costs  for  a  new  plant, 
delays  in  filling  orders  and  inventory 
writeoffs — have  since  been  fixed,  but 
Galvin  admits  it  was  much  larger  than 
top  management  had  anticipated.  Says 
Wertheim's  Stuart  Johnson:  "Their  rec- 
ord on  solving  problems  is  pretty  good. 
Their  record  on  nipping  the  problems  in 
the  bud  is  not  so  great." 

Last  month  Motorola  announced 
Stein's  promotion  to  assistant  general 
manager  of  semiconductors,  working  for 
Senior  Vice  President  John  R.  Welty,  a 
21-year  company  veteran.  Some  analysts 
question  how  long  he  will  stay  if  he's  not 
given  the  top  job  in  semiconductors. 
Too,  his  ability  to  get  along  with  the 
more  structured  management  at  Motor- 
ola headquarters  in  Schaumburg,Tll.,  is 
still  an  open  question. 

But  moving  a  manager  so  obviously 
out  of  the  mold  to  semiconductor  group 
headquarters  in  Arizona  is  a  pretty  good 
sign.  Obviously,  Stein  didn't  turn  around 
Motorola's  semiconductor  operations  all 
by  himself,  and  the  leeway  he  enjoyed 
was  unusual  for  any  company  and  un- 
heard of  for  one  like  Motorola.  The  real 
hero  of  this  piece  is  probably  Bob  Galvin, 
a  man  who  clearly  wants  to  lay  to  rest 
Motorola's  image  as  a  company  that 
reacts  better  than  it  anticipates.  Wheth- 
er he  will  succeed  is  far  from  a  foregone 
conclusion.  But  the  beginning  seems 
promising.  ■ 


SCM's  stockholders  have  put  up  with  a 
stock  price,  low  margins,  hobbled  earm 
an  expensive  lawsuit.  Enter  Norman  Mull 
ghost  from  the  go-go  years.  Remember  hi? 


SCM  faces  life 


N.  Norman  Midler,  chairman  of  MacMaller  Industries,  Inc. 
Never  mind  the  man,  what  about  his  idea? 


By  Sharon  Reier 


N.  Norman  Muller  is  indignant.  He 
clasps  his  hands  like  a  Victorian  virgin. 
He  stares  down  righteously  at  the  ma- 
genta and  white  polka-dot  carpeting  in 
his  splashy  palm-lined  Park  Avenue  of- 
fice. "Whatever  happened  to  that  old  cli- 
che', corporate  democracy?"  he  asks  in 
his  nasal  monotone. 

Those  who  know  something  about  N. 
Norman  Muller  and  about  SCM  Corp., 
the  mediocre,  $1.75  billion  conglomerate 
he  is  trying  to  take  over  and  liquidate, 
will  relish  the  irony  of  that  statement. 
Muller  now  heads  MacMuller  Industries, 
a  smallish,  privately  held  concern  that 
owns  Petrocelli  Clothes,  a  line  of  cos- 
metics and,  until  recently,  Eagle  Shirt 
Makers  (sold  last  year  to  Palm  Beach, 
Inc.).  SCM  makes  Smith-Corona  type- 
writers, Proctor-Silex  coffee  pots,  Glid- 
den  paints,  Durkee  Foods,  copiers,  spe- 


cialty papers,  chemicals,  other  oc 
ends.  One  thing  SCM  doesn't  mat 
this  gaggle  of  wares  is  strong  prof 

For  the  past  six  months,  N.  N 
Muller,  through  MacMuller,  ha 
buying  up  shares  of  SCM.  Mac 
now  owns  some  3%,  with  a  recer 
•ket  value  of  $8.3  million,  for  whic 
ler  paid  $6.8  million.  Liquidati 
says,  is  the  only  way  SCM  stockr 
will  realize  the  "value  of  their  hole 

SCM,  which  has  refused  so  far 
Muller 's  group  a  stockholders  lis 
can  wage  a  proxy  fight,  professes 
take  it  seriously.  Says  a  spokesmar 
sane  world,  no  one  with  3%  of  the 
could  seriously  attempt  this." 

But  it  seems  serious  enough  foi 
under  Paul  Elicker,  the  finance  ma 
has  been  SCM's  CEO  since  1972 
gage  Kekst  &  Co.,  the  takeovei 
specialist  that  represented  Mead 
Oxy-Mead  struggle  and  whose 
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The  Spanish  Lynx  has  already  used  up  eight  of  its  lives. 

How  many  do  you  have  left? 

Having  preyed  once  too  often  on  domestic  stock,  this  feline 
hunter  became  the  victim  of severe  counterattacks  from  incensed 
farmers.  Today,  just  a  few  dozen  of  these  cats  survive  in  the 
mountains  of  southern  Spain. 

Errors  in  judgement  can  have  serious  consequences  in  industry, 
too.  But  strict  adherence  to  loss  control  procedures  can  minimize 
negative  effects.  And  that's  where  Allendale  can  help. 
Allendale  Mutual  Insurance  Company, 
Allendale  Park,  Johnston,  Rhode  Island,  02919. 


Allendale  Insurance 


worked  for  Saul  Steinberg  in  his  attempt- 
ed takeover  of  Chemical  Bank  ten  years 
ago.  SCM  and  Kekst  are  portraying  Mid- 
ler as  a  stock  manipulator  who,  working 
through  Bear,  Stearns,  has  run  up  the 
stock  from  18  to  30.  Or,  they  say,  Muller 
may  be  pursuing  a  vendetta  because 
SCM  refused  to  sell  him  its  European 
copier  division  in  1976.  Muller  has  had  a 
$20  million  lawsuit  against  SCM  for  two 
years,  which  he  says  he  will  drop  if  he 
wins  the  proxy  fight. 

Who's  right  in  this  battle  of  words? 
Both  sides  are.  First,  take  SCM.  In  its 
June  fiscal  year  it  produced  a  26%  earn- 
ings rise — a  terrific  year  for  SCM.  But 
even  at  that,  return  on  equity  is  a  mere 
12.7% — below  the  median  for  conglom- 
erates in  the  Forbes  Annual  Survey.  And 
its  five-year  average  ranks  in  the  lowest 
third.  Its  2.7%  profit  margin  is  no  higher 
than  it  was  two  years  ago. 

No  wonder  SCM's  stockholders  are 
used  to  P/Es  of  4;  that  institutions  own  a 
mere  5.7%  of  the  stock;  that  SCM's  out- 
side directors — wealthy  corporate  offi- 
cers like  Robert  Schoellhorn,  president  of 
Abbott  Laboratories,  or  George  D.  Ken- 
nedy, of  International  Minerals  & 
Chemical — hold  only  a  few  hundred 
shares  each.  No  wonder  SCM's  officers 
on  the  board  hold  only  1.6%  of  the  stock. 
It  has  not  been  much  of  a  stock.  It  shoots 
up  mostly  when  some  faint  hope  glim- 
mers that  SCM  will  win  its  expensive 
six-year-old  antitrust  suit  against  Xerox, 
which  has  so  far  cost  it  over  $20  million, 
or  over  $2  a  share  pretax. 

When  SCM's  trading  volume  jumped 
from  7,000  shares  to  about  30,000  shares 
a  day  last  spring,  SCM  asked  the  SEC  to 
investigate.  Not  surprisingly,  no  corpo- 
rate raider  reared  his  head.  After  all, 
SCM  has  some  $245  million  in  debt 
compared  to  its  $414  million  in  stock- 
holders' equity.  Moreover,  SCM  had 
been  peddled  already  by  several  invest- 
ment bankers — Borden's  says  it  was  ap- 
proached twice — so  far  without  results. 

Instead,  Norman  Muller  surfaced.  Re- 
member Norman  Muller?  He  was  the 
principal  actor  in  the  antics  of  Liquidon- 
ics  Industries,  one  of  the  horror  shows  of 
the  late  Sixties.  Liquidonics,  a  Long  Is- 
land-based electronics  firm,  was  founded 
in  1962  by  Muller,  a  business  school 
graduate  trained  in  engineering.  By  1967, 
after  gobbling  up  some  other  technology 
firms,  it  had  some  $9.4  million  in  sales 
and  a  stock  price  that  had  rocketed  from 
4  Vi  to  155  within  a  year.  Muller  managed 
to  make  himself  about  half  a  million 
dollars  on  the  stock. 

Then,  ready  for  bigger  game,  Muller 
got  his  hands  on  UMC  Industries,  a  $125 
million,  St.  Louis  firm  which  had  seen 
better  days  as  Universal  Match.  Liqui- 
donics leveraged  itself  to  the  sky  by  issu- 
ing $25.1  million  in  convertible  deben- 
tures and  borrowing  $55  million  for  the 
tender.  The  whole  thing  came  down  in 


the  stock  market  tumble  of  1970.  Major- 
ity interest  in  UMC  went  to  Liquidonics 
creditor  Banque  de  Paris  et  des  Pays  Bas. 
Liquidonics'  debt  was  so  vast,  claims  the 
trustee  who  restructured  it,  that  "it 
would  take  volumes  to  describe  the  re- 
structuring." The  stock  plunged  from 
1 14  to  13.  Exit  Norman  Muller. 

So  what  might  an  SCM  stockholder 
expect?  From  N.  Norman  Muller,  perhaps 
nothing.  SCM  is  lucky  its  opponent  has 
an  uninspiring  past  and  a  relatively  small 
pocketbook.  Since  Muller  owes  $4. 1  mil- 
lion for  his  SCM  stock  on  margin  with 
his  investment  house,  Invemed  Asso- 
ciates, and  with  interest  rates  so  high, 


SCM  may  be  betting  he'll  have  to 
it  fast.  It's  a  waiting  game  that  SC 
afford  more  readily  than  Muller. 
holders  should  watch.  If  Muller  d< 
load,  there  should  be  an  amendra 
his  14B  proxy  statement.  And  if  hi 
barring  any  other  good  news,  SCIVj 
could  fall  hard. 

Muller 's  style  is  one  thing,  tfj 
stance  of  his  ideas  another.  It  is 
conceivable  that  the  parts,  all  thog 
brand  names,  may  be  worth  mon 
SCM  whole.  If  Norman  Muller  t 
succeed  in  capitalizing  on  the  di 
tion  of  SCM  stockholders,  the  oc 
good  that  someone  else  will  try. 


A  simple  question:  Why  is  oil  in  the  groi\ 
worth  so  much  more  when  a  small  compA 
owns  it  than  when  a  giant  company  owns\ 


Are  the 
international 
oils  undervalued4 


Oil  stocks  have  been  dominating 
the  market  lately,  but  there  is  a 
big  tug-of-war  going  on  over  the 
asset-rich  internationals.  While  smaller 
domestic  producers  and  refiners  such  as 
Mesa  Petroleum  and  Tesoro  have  been 
skipping  blithely  from  new  high  to  new 
high,  the  likes  of  Exxon,  Gulf  and  Mobil 
have  had  to  slog  through  heavy  resis- 
tance to  pick  up  only  comparatively 
modest  gains. 

"There  are  a  lot  of  different  opinions" 
about  the  internationals,  says  Timothy  J. 
Quaid,  who  follows  the  oils  for  F.  Eber- 
stadt  &  Co.  "The  signs  are  difficult  to 
read."  That's  not  much  help,  is  it?  But  it 
does  seem  to  describe  the  situation.  Con- 
sider that  so  far  this  year,  according  to  a 
tabulation  by  Computer  Directions  Ad- 
visors, the  Mellon  Foundation  bought  at 
least  1.7  million  shares  of  Gulf  while  the 
Dreyfus  Co.  was  feeding  500,000  shares 
of  Gulf  into  the  market. 

Lord,  Abbett  &  Co.  sold  243,700 
shares  of  Standard  of  California  in  the 
same  period  that  Crocker  National  Bank 
was  buying  275,397  shares  of  the  stock. 

The  College  Retirement  Equity  Fund 
sold  825,000  shares  of  Mobil  while  Man- 
ufacturers Hanover  Trust  was  snapping 
up  599,222  shares  of  the  company. 
On  balance,  though,  the  institutions 


The  Streetwalker 


have  been  unloading  the  internatioi 
a  net  of  $831  million  worth  of  stc 
the  quarter  ended  June  30. 

The  sellers  have  plenty  of  expert 
ion  on  their  side.  Tim  Quaid,  f< 
stance,  finds  the  internationals 
moderately  attractive."  Bruce  E.  I 
of  Paine  Webber  Mitchell  Hutchii 
gues  that  some  of  the  higher-yie 
internationals  may  be  okay  as 
equivalents,"  but  says  flatly  he  is  "1 
all  intrigued  with  them  as  equities, 
this  point,  we  would  be  inclined  to 
en  up  positions  in  less-favored  inl 
tionals,"  says  a  report  from  L.F. 
schild,  Unterberg,  Towbin. 

But  the  stock  market  wouldn't  b 
stock  market  if  opinions  were  u 
mous.  Against  the  general  lack  of : 
est  in  the  international  oils  stand 
opinion  of  contrarians  like  Peter  T 
of  Treves  &  Co.,  who  are  convincec 
some  of  the  internationals  are  pois« 
takeoff.  "Prices  of  the  internatiori 
says  Treves,  who  called  the  turn  oi 
big  rise  in  domestic  oils  early  on,  " 
lagged  way,  way  behind  appraised 
ues."  "Neglected  by  the  market,' 
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#hy  Baldwin  let  St.  Regis  tap  dance 
^bn  $40,000  worth  of  their  pianos. 


It  wasn't  without  misgivings.  What 
I  was  put  four  Baldwins,  valued  at 
)0  a  piece,  on  a  movie  sound  stage 
in  New  York, 
and  film  four 
professional 
dancers  do- 
ing a  tap  rou- 
tine on  them 
for  a  good 
part  of  two 
days.  The 
me  through  without  a  scratch, 
he  reason  was  that  they  were  cov- 
a  St.  Regis  protective  masking 
I.  In  this  case  a  sheet  of  plastic 
pecially  coated  to  adhere  firmly  to 
ace  of  the  piano. 

rotective  masking  is  an  important 
t  in  one  of  this  country's  latest 
acturing  methods:  making  products 
re-finished  materials.  It's  easier, 


and  less  expensive,  to  put  the  finish  on 
metals,  plastics,  and  glass  when  they're 
still  in  the  flat  state,  before  they're  cut 
and  shaped  into  a  final  product. 

But  how  do  you  protect  the  finish 
during  the  manufacturing  process?  That's 
where  St.  Regis  protective  masking  mate- 
rials come  in.  They're  put  on  immediately 
after  the  surface  of  the  "raw"  material 
is  finished.  And  stay  on  until  the  "raw" 
material  has  been  made  into  the  final 
product.  St.  Regis  protective  masking 
materials  can  be  paper  or  various  plastic 
films.  The  thickness  depends  on  the  kind 
of  punishment  the  product  has  to  put 
up  with. 

But,  where  the  real  art  of  making 
protective  masking  comes  in  is  in  formu- 
lating the  adhesive  coating.  It  has  to  stay 
put,  but  not  react  with  the  finish  it's 
protecting. 

All  this  reflects  the  marketing  stance 


of  St.  Regis  toward  all  our  packaging, 
paper,  lumber  and  construction  products. 
To  use  the  full  weight  of  our  technology  in 
serving  our  markets  and  in  renewing  the 
forest  resource  our  products  come  from. 
St.  Regis— serving  Man  and  Nature. 
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internationals  represent  a  "tremendous 
asset  play." 

That  joins  the  issue.  First  the  case  for 
the  prosecution: 

It's  true  that  the  internationals  are 
having  a  big  year.  On  the  basis  of  the 
first  six  months,  probably  an  even  bigger 
one  than  the  great  embargo  crunch  of 
1974,  when  oil  prices  also  tore  through 
the  roof.  Exxon's  earnings  were  up  30% 
in  the  first  half  and  some  analysts  esti- 
mate that  the  company  may  earn  a  rec- 
ord $8.40  a  share  for  the  year.  Mobil's 
earnings  were  up  58%,  Sun  Oil's  profits 
were  up  51%.  Texaco,  showing  the  first 
benefits  of  the  radical  surgery  performed 
on  its  sprawling  refining  plant,  reported  a 
whacking  105%  gain  and  by  some  esti- 
mates could  earn  as  much  as  $5.20  a 
share  for  the  year,  the  company's  best 
showing  since  1974. 

The  market  has  been  slow  to  respond 
because  most  analysts  see  this  year's  re- 
sults as  what  Constantine  D.  Fliakos,  a 
vice  president  of  Merrill  Lynch,  calls  an 
"aberration."  Through  the  early  part  of 
this  year,  crude  was  in  tight  supply.  Oil 
prices  rose  sharply,  but  the  prices  of  dis- 
tillates like  gasoline  and  heating  oil  rose 
even  more  sharply.  Refinery  spreads,  par- 
ticularly in  Europe,  which  suffered 
through  one  of  the  coldest  winters  ever 
experienced,  widened  dramatically.  So 
did  profit  margins. 

Analysts  like  Fliakos,  who  is  "neutral" 
on  most  of  the  internationals,  think  a 
repeat  of  this  year  unlikely.  Unless  sup- 
plies tighten  because  of  some  new  con- 
vulsion in  the  Middle  East,  Fliakos  sees 


refinery  spreads  narrowing.  OPEC  crude 
prices  will  continue  to  rise,  but  the  inter- 
nationals will  no  longer  be  able  to  factor 
those  increases  into  the  prices  of  gaso- 
line at  the  pump.  Retail  demand  will 
drop,  the  recession  will  deepen  and  the 
result  will  be  a  squeeze  on  profits.  "I 
think  it  would  be  optimistic  to  say  that 
earnings  will  be  flat  next  year,"  says  Flia- 
kos. "I  think  they'll  be  down  at  least  5% 
to  10%." 

Stir  in  a  dash  of  the  political  uncertain- 
ties that  wreathe  the  internationals  like 
gunsmoke,  add  a  tot  of  the  unpredictabil- 
ity that  has  traditionally  dogged  their 
earnings  and  you've  got  what  many  ana- 
lysts think  is  a  distinctly  unappealing 
mix.  "There  are  just  better  alternatives 
elsewhere  in  smaller  domestic  oils,"  in- 
sists Eberstadt's  Timothy  Quaid. 

Who,  then,  is  doing  the  buying  that 
has  sent  trading  volume  soaring  on  many 
of  the  internationals  and  has  given 
would-be  sellers  such  a  good  opportunity 
to  get  out?  One  is  New  York's  big  Besse- 
mer Trust  Co.  "Analysts  have  gone  to 
sleep  on  these  stocks,"  says  Bessemer's 
David  Tuttle.  Bessemer,  which  holds 
over  600,000  shares  of  Texaco,  recently 
added  another  50,000  shares  of  Exxon  to 
its  portfolio.  Tuttle  likes  the  internation- 
als precisely  because  they  have  lagged 
behind  the  market.  "To  use  a  Forbes 
title,"  he  says,  "they're  loaded  laggards." 

Peter  Treves  prefers  to  think  of  the 
internationals  as  "sleeping  giants"  that 
the  market,  in  its  pell-mell  rush  for  the 
flashy  domestics,  has  unaccountably 
overlooked.  He  cites  the  fact  that  many 


What  the  market  has  been  missing 


Highly  conservative  estimates  of  reserve  values  by  John  S.  Herold.  Inc.  show  there 
is  a  lot  more  to  the  international  oils  than  meets  the  eye.  At  this  writing  you  can 
buy  Texaco  for  34%  of  its  appraised  value.  Pay  for  about  75%  of  lexaco's  natural 
gas  reserves,  and  you  get  the  rest  of  the  company  for  free.  Question:  How  long  can 
a  market  that  is  at  least  theoretically  efficient  continue  to  pass  those  discounts  by? 


Appraised 


Recent 

value 

Book 

P/E 

Company 

price 

Range 

per  share* 

value 

ratio 

Yield 

British  Petroleum 

26Vs 

287/8-16a/4 

$  36 

$19.76 

8 

2.0% 

Exxon 

57 

57  -47'/2 

97 

45.60 

8 

7.0 

Gulf  Oil 

33  Va 

34% -22 'A 

61 

39.87 

6 

6.2 

Mobil 

45% 

46>/8-32'/8 

79 

42.04 

7 

5.2 

Royal  Dutch 

75 

76'/8-57y8 

174 

72.84 

5 

6.8 

Standard  Oil  Calif 

56¥s 

S&Va-tVA 

107 

48.21 

7 

5.0 

Texaco 

29V* 

29'/2-22>/8 

87 

34.86 

7 

7.4 

'From  Petroleum  Outlook.  )ohn  S  Herold,  Inc 

internationals  sell  at  a  tremend 
count  from  the  estimated  value 
assets  (see  table).  Texaco,  for  e| 
sells  for  just  34%  of  what  the  ex 
John  S.  Herold,  Inc.  think  its  as) 
worth;  Royal  Dutch  for  just  4o 
member  this:  Every  time  OPE' 
the  screws  on  us,  the  value  of  oi 
ground  increases.  Recognition  c 
OPEC-induced  increases  in  va 
sent  the  shares  of  domestic  oil 
nies  soaring  this  year.  Similar  i 
tion  has  yet  to  bless  the  internati 

Texaco,  with  a  market  value  c 
$7.9  billion,  is  selling  for  three-foi 
the  value  of  its  natural  gas  reserve 
That  $7.9  billion  also  buys  $14.8| 
worth  of  crude  and  gas  liquid 
located  mainly  in  North  America 
North  Sea;  plus  $4.3  billion  wort 
finery  plant,  tankers,  oil  wagons  £ 
er  hardware — without  putting  an 
at  all  on  the  more  than  1 1  billion 
of  net  reserves  of  crude  and  gas 
Texaco  presently  owns  in  suchj 
volatile  areas  as  Colombia,  Ecua« 
geria,  Arabia  and  the  Persian  Gull 

Back  in  1973,  when  oil  was 
barrel,  says  Peter  Treves,  "Texa 
selling  above  $40  a  share.  Now,  \ 
at  $30  a  barrel,  the  stock  is  selling 
29.  It's  as  simple  as  that,"  he  cor 
"The  market  has  gotten  so  far  aw, 
values  because  of  political  unt 
ties."  Isn't  the  market,  as  so  ma 
lysts  argue,  also  reflecting  the  ce 
that  the  internationals'  earnings 
ing  to  be  off  next  year? 

"I  don't  care  about  the  earning: 
says  Treves.  "Where  are  the  earni 
gold?  In  an  inflationary  period  lil 
people  want  assets.  The  earning 
and  go,  but  sooner  or  later  the 
will  adjust  to  the  asset  base." 

Hardly  anyone  expects  the  gian 
national  oils  to  put  on  firewor 
those  displayed  recently  by  some 
smaller  crude  producers — many  ol 
have  doubled  or  better  in  less  than 
Or  like  the  Canadian  producers 
Pete  and  Gulf  of  Canada,  whic 
trebled  in  price.  But  so  far  as  lo, 
any  bearing  on  the  stock  mark 
bulls  on  the  international  oils  hav 
logical  argument.  A  question,  ra 
oil  in  the  ground  is  worth  $14.81 
when  a  small  company  owns 
come  it  is  worth  only  a  small  frac 
that  when  a  giant  company  owns 
— Richard  f 
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Coital 


The  five  States  of  the  Coastal  Plains 
legion— Virginia,  North  and  South 
arolina,  Georgia  and  Florida — are 
saders  in  the  economic,  cultural  and 
ociai  resurgence  of  the  South.  The 
outheast  is  one  of  the  two  most  rapidly 
dvancing  sections  of  the  entire  nation. 
There  is  a  pattern  of  extremely  close 
ooperation  among  the  five  State  gov- 


ernments and  the  Federal  establish- 
ment embodied  in  the  Coastal  Plains 
Regional  Commission.  A  State-Federal 
partnership  that  really  works,  the  Com- 
mission is  dedicated  to  stimulating  a 
broad-based  industrial  growth  leading 
to  a  more  prosperous  economy  while 
preserving  the  beauty  of  the  land. 
The  attractiveness  of  this  combina- 


tion of  factors  can  be  seen  in  the 
Region's  success  in  attracting  and 
holding  business  and  investment — 600 
new  companies  and  over  $3  billion  in 
capital  investment  in  1978  alone. 

Let's  take  a  closer  look  at  what 
makes  the  Coastal  Plains  Region  of  the 
"New  South"  a  desirable  place  for  busi- 
ness investment. 


Cocltal 
Plains^ 


THE  WORKERS 

In  mid- 1979,  the  population  of  the  five 
States  totaled  27.3  million,  a  gain  of  4.3 
million  people  in  ten  years.  Some  were 
natives  returning  to  the  places  of  their 
birth  and  some  were  newcomers  at- 
tracted by  job  opportunities. 

Over  the  past  ten  years,  the  Coastal 
Plains  Regional  Commission  has  built  a 
solid  base  of  vocational  education  facili- 
ties with  the  goal  of  placing  a  facility 
within  commuting  distance  of  every  per- 
son in  its  Region. 

As  an  additional  incentive  to  new 
industry,  all  five  States  offer  training 
programs  aimed  at  satisfying  unique 
manpower  skill  requirements. 

Domestic  and  international  compa- 
nies which  have  located  facilities  during 
the  past  two  decades  have  repeatedly 
cited  higher  productivity  rates  among 
employees  as  a  major  reason  for  having 
moved  to  the  Region. 

Of  major  impact  on  employer-em- 
ployee relations  in  each  of  the  five 
States  are  right-to-work  laws  which  pro- 
hibit the  mandating  of  union  member- 
ship as  a  condition  of  employment. 

Non-agricultural  employment  in- 
creased dramatically  in  the  1950's  and 
60's,  and  from  1970-1975,  the  South- 
east grew  faster  than  the  nation  as  a 
whole  in  every  employment  category 
except  mining.  Today  manufacturing, 
trade,  government,  and  service  sectors 
each  account  for  more  employment 
than  agriculture. 


TRANSPORTATION 

The  Southeast's  warm-water,  year- 
round  seaports  are  among  the  most 
modern  in  the  country. 

Florida  leads  the  nation  in  water 
transportation  facilities  with  14  deep- 
water  ports.  Virginia's  Hampton  Roads 
was  in  the  vanguard  of  the  movement 
toward  container  shipping.  In  recent 
years,  other  Southeastern  ports — 
Charleston,  SC.,  Savannah,  Ga.,  and 
Wilmington,  N.C.,  have  opened  contain- 
er facilities. 

Air  transportation  provides  quick  ac- 
cess to  the  Coastal  South.  Atlanta's 
Hartsfield  International,  which  serves 
as  the  region's  air  center,  is  the  world's 
second  busiest  airport  in  terms  of  com- 


mercial airline  operations  and  passen- 
gers served.  Three  other  international 
airports  provide  links  to  the  world — 
Dulles,  Virginia  and  Tampa  and  Miami, 
Florida. 

The  Region's  highway  system  en- 
compasses more  than  71,500  miles  of 
primary  roads.  It  is  well  connected  to 
the  nation's  interstate  highway  system, 
being  served  to  the  North  by  Interstates 
95,75,  85,  81  and  77  and  to  the  Mid  and 
Far  West  by  Interstates  10,  20,  40 
and  64. 


THE  ECONOMIC  BASE 

The  economy  of  the  Coastal  South 
rests  on  three  main  supports:  manufac- 
turing, agriculture  and  forestry,  and 
tourism. 

More  Southern  workers  are  now  em- 
ployed in  manufacturing  than  in  any 
other  single  sector  of  the  economy. 

Textile  manufacturing  continues  to 
be  a  major  employer  However,  the 
"manufacturing  mix"  is  changing  rapid- 
ly with  the  influx  of  new  firms  producing 
chemicals,  electronics,  aerospace 
equipment,  mobile  homes  and  transpor- 
tation equipment. 

The  change  in  industrial  composition 
can  be  attributed  in  large  measure  to 
the  aggressive  actions  of  the  State  gov- 
ernments. Each  State  makes  available 
assistance  with  plant  expansions  and 
for  problem-solving  within  existing  in- 
dustries. 

Farm  employment  was  524,000  in 
the  Coastal  South  in  1976.  While  the 
value  of  farm  products  will  continue  to 
grow  in  the  near  future,  increased 
mechanization  will  cause  farm  employ- 
ment to  decline. 

In  addition  to  its  farm  products,  each 
of  the  States  in  the  Coastal  South  has 
abundant  forest  reserves.  These  forests 
provide  needed  raw  materials  for  indus- 
try, and  logs,  lumber,  wood  chips  and 
other  forest  products  are  exceptionally 
important  source  of  energy  in  the  years 
to  come. 


THE  COST  OF  BUILDING 

Construction  costs  in  the  Coastal 
South  are  consistently  among  the  low- 
est in  the  nation — on  the  average,  30 


percent  lower  than  New  York  City.  Y< 
the  construction  business  is  boominii 
due  primarily  to  both  business  and  real 
dential  construction  in  response  to  th|| 
rapidly  growing  economy  and  popi]' 
lation. 

Abundant  building  materials,  low  prop 
erty  costs,  highly  skilled  productivi 
labor,  ample  transportation  facilities 
and  a  year-round  mild  climate  contrib] 
ute  to  low  building  costs. 

Where  an  alternative  to  new  cor 
struction  is  sought,  each  State  can  prd 
vide  a  list  of  available  buildings  read 
for  immediate  occupancy.  Some  q 
these  buildings  may  be  leased,  leased 
purchased  or  purchased  outright. 


THE  WAGES  AND 
BUYING  POWER 

Because  prices  in  the  area  an 
generally  lower  than  those  in  the  mor| 
highly  industrialized  regions,  worker; 
enjoy  a  comparatively  high  standard  d 
living.  Yet  industrial  wage  rates  remain 
well  below  the  national  average. 

Gross  earnings  of  production 
workers  in  manufacturing  averageo 
$4.49  per  hour  in  the  Coastal  South,  aj 
contrasted  with  $5.79  for  the  United 
States  as  a  whole  in  1978. 

"Fringe  benefits"  and  other  non-sal! 
ary  contributions  by  employers  also  are1 
generally  lower  in  the  region. 

The  average  employee  in  the  Coasta' 
South  receives  seven  paid  holidays  S 
year.  Paid  vacation  time  ranges  from 
five  days  a  year  for  employees  with  less 
than  one  year's  service  to  15  days  for 
an  employee  with  25  years'  service. 

Although  our  dramatic  and  sustainec 
industrial  growth  has  caused  mediar 
family  incomes  in  the  region  to  increase 
faster  than  in  the  nation  as  a  whole — tc 
$13,000  in  1976— the  wage  differential 
remains  significant.  This  allows  the  em- 
ployer to  provide  his  employees  with  a 
standard  of  living  equal  to  other  regions 
at  less  cost  to  the  business. 


THE  SALES  OPPORTUNITIES 

During  the  past  decade,  the  value  of 
retail  sales  in  the  five-State  area  has 
more  than  doubled.  Retail  sales  totaled 
more  than  $74.5  billion  during  1976, 


Iclt)ini>  Hie  Goose  Eroduce. 

*  ^* — 


Profitable  business  is  the  goose 
that  lays  the  golden  egg.  In  South 
Carolina,  we're  committed  to  helping 
the  goose  produce.  We  always  have 
been.  N 

Back  when  dollars  were  hard  to 
find,  we  scrimped  and  scraped  to 
build  America's  most  advanced 
employee  training  program.  When- 
times  were  tough,  we  went  the  extra 
mile  to  establish  tax  incentives  to 
help  industry  grow.  When  other 
states  were  accumulating  debt,  we 
stuck  to  our  constitutionally 
mandated  balanced  budget. 

Now  other  states  are  beginning 
to  offer  some  of  the  "relocation 
incentives"  we've  been  offering  all 
along.  But  as  business  has  found 
before... government  incentives  can 
be  here  today  and 
gone  tomorrow. 


What  counts  is  attitude, 
stability,  commitment... the  things 
which  have  always  made  South 
Carolina  different.  The  intangibles 
which  no  government  can  change. 

In  the  fable,  impatience  and 
greed  killed  the  goose  that  laid  the 
golden  egg.  And  in  many  places,  they 
still  do.  But  not  in  South  Carolina. 
Being  good  for  business  is  in  our 
blood.  It  always  has  been.  It  always 
will  be. 

South  Carolina 


0 


Nature  is  an  artist  of  simplicity. 

o 


So  are  we. 

Government  should  strive  to  improve  business  conditions, 
not  hinder  them.  So,  Georgia  has  streamlined  its  operations 
for  greater  efficiency.  We've  found  a  way  to  preserve  our 
natural  resources,  yet  still  be  responsive  to  private  enterprise. 
It's  our  one-stop  environmental  permit  service.  Now  you 
can  go  to  a  single  state  agency  for  all  required  state  and  fed- 
eral EPA  permits.  Which  naturally  makes  industrial  location 
and  expansion  less  complicated.  And  since  our  legislature  is 
constitutionally  prohibited  from  operating  at  a  budget  deficit, 
you  won't  have  to  pay  for  the  fiscal  irresponsibilities  of  others. 
Simply  speaking,  we've  cut  expenses  as  well  as  red  tape. 
Creating  a  healthy,  productive  environment  for  everyone.  For 
more  information,  including  confidential  site  selection  assis- 
tance, call  or  write:  W.  Milton  Folds,  Commissioner,  Georgia 
Department  of  Industry  &  Trade,  404/656-3556,  P.O.  Box  1776, 
Atlanta,  Georgia  30301 ,  Dept.  FB-01 .  _ym 


I 


presenting  12.5  percent  of  total  U.S. 
Jail  sales.  Three  years  earlier,  the 
tjion's  share  of  the  nation's  total  retail 
les  had  been  only  10  percent. 
(Wholesaling,  too,  is  growing  rapidly, 
■bjor  wholesale  categories  include: 
Jpchinery,  equipment  and  supplies, 
ftceries  and  related  products,  motor 
■■hide  and  automotive  equipment,  and 
■m  products. 

nSince  1967  the  number  of  wholesale 
Jlablishments  has  increased  by  more 
on  one-third  while  the  value  of  sales 
■  the  wholesale  level  increased  139 
Ijrcent.  During  the  same  period  the 
ijhion's  share  of  national  wholesale 
lisiness  increased  from  eight  percent 
||l0  percent. 


FLORIDA 

|The  State's  most  marketable  product 
Its  environment.  Mild,  sunny  weather, 
lite  beaches  and  sparkling  water  have 
ifcde  its  recreational  opportunities 
irld  famous.  In  1978,  Florida's  bor- 
|rs  were  crossed  by  3.4  million  visitors 
lo  spent  nearly  $13  billion  during  their 
uys. 

But  Florida  is  also  a  major  supplier  of 

nerals,  truck  crops,  cattle  and  the 
oducts  of  advanced  technology.  It  has 

highly  developed  motion  picture  in- 

stry,  and  important  insurance  indus- 
i  and  is  a  center  of  aerospace  activity. 
I  Florida's  expanding  markets,  sophis- 
iated  financial  community,  equitable 
!:  structure,  outstanding  transporta- 
ri  and  export  facilities,  combined  with 
I  State's  deep-seated  commitment  to 
ipnomic  development,  provide  un- 

ualed  opportunities. 

iThe  State  has  became  an  interna- 

jnal  corporate  capital  and  a  gateway 

global  markets,  particularly  those  in 
itin  America  and  the  Caribbean.  The 
'  Edge  Act  corporations  in  Florida  also 
,ovide  services  in  international 
iSiness  transactions. 
|And  many  have  taken  advantage  of 

jse  opportunities. 


GEORGIA 

Already  the  cultural  and  financial 

ntor    r\f    thci   Pnoctol    Qrii  ith  ^c*r>mio 


continues  to  accelerate  its  involvement 
in  trade  and  investment. 

Ten  countries  now  have  full-time,  ca- 
reer consulates  with  commercial  offices 
in  Atlanta.  Four  more  operate  trade  cen- 
ters and  24  countries  provide  represen- 
tation through  honorary  consulates. 

With  excellent  convention  facilities,  a 
high  standard  of  living,  available  labor,  a 
far-reaching  transportation  network,  and 
financial  incentives  for  new  and  expan- 
ding industry,  Georgia  has  much  to  offer 
the  more  than  200  foreign  firms 
representing  22  nations  which  have 
located  there  in  lecent  years. 

Its  matchless  variety  of  scenery, 
choice  recreational  playgrounds,  and 
numerous  thriving  communities  contrib- 
ute to  the  state's  unique  appeal. 
Atlanta's  major  league  sports,  annual 
Metropolitan  Opera  season,  varied 


Plains^ 


cultural  activities,  and  convenient  shop- 
ping facilities  are  all  features  of  the  good 
life  in  Georgia. 

This  partnership  is  evidenced  by  in- 
dustry's commitment  to  Georgia.  From 
1960  through  1976,  the  state  was  the  site 
of  over  7,000  new  plants  and  expansions 
of  existing  industry,  calling  for  more  than 
$9.6  billion  in  capital  investment.  In  the 
process,  some  301,273  additional 
manufacturing  jobs  were  created. 


NORTH  CAROLINA 

The  "Sunbelt  Superstar"  is  the  name 
given  North  Carolina  by  several  national 
publications,  referring  to  the  Tar  Heel 
state's  attractive  business  climate  and 
its  development  success.  More  than 
150  firms  representing  more  than  a 


FLOR1DCI 
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manufacturing  establishments 
than  any  other 
southeastern  state! 

Florida's  positive  attitude  of  encouraging  new  business  is 
showing  exciting  results.  Florida  now  ranks  second  in  the 
U.S.  in  new  business  incorporations,  and  our  industrial 
employment  in  a  recent  10  year  period  rose  63%  (also 
second  nationally). 

"THE  BUSINESS  OF  AMERICA  IS  BUSINESS"  was  true 
when  Calvin  Coolidge  said  it  in  1925  and  is  even  more  true 
today.  Our  business  is  encouraging  new  business  to  come 
to  Florida  and  we'd  like  to  demonstrate  to  you  why  industry 
is  finding  Florida  so  desirable,  and  show  you  what  Florida 
has  to  offer  in  terms  of  your  specific  requirements. 

FIjOIKlia 


WE  RE  MORE  THAN  SUNSHINE 


Please  write  or  call: 

Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  West  Gaines  Street,  Room  731 H 
Tallahassee,  Florida  32304 
(904) 488-5507 


dozen  different  countries  have  estab-  $5  billion  in  capital  investment  in  North 

iished  successful  operations  in  North  Carolina,  which  will  result  in  the  crea- 

Carolina.  tion  of  over  80,000  new  permanent  jobs. 

In  the  last  two  and  a  half  years,  indus-  No  state  has  a  higher  credit  rating, 

try  has  announced  plans  for  more  than  An  exemplary  partnership  between  pri- 


Don't  let  our  good  looks  fool  you. 


So  many  companies  think  of 
Orlando  as  the  center  of  tourist 
attractions,  and  it  is.  But  many 
astute  companies,  such  as  these 
represented  here  are  discovering 
there  are  different  attractions 
inherent  in  a  move  to  Orlando.  Of 
course,  there's  the  climate;  no  shut- 
downs because  of  inclement  weather. 
The  work  force  is  young,  skilled, 
highly  intelligent.  The  economy  is 
sound,  exploding  with  vigorous 
growth.  We  are  rapidly  becoming  an 
international  trade  center.  Our 
International  Airport  offers  frequent 
and  excellent  connections  to  major 
cities.  We  are  one  of  few  states 
without  a  state  income  tax.  All  this 
plus  theater  and  art  festivals, 
concerts  and  other  cultural  events. 
And  enough  good  restaurants  to 
satisfy  the  most  discriminating  palate. 


It's  all  here  in  Orlando  waiting  for 
your  company.  Plus  a  package  of 
profit-inducing  advantages  that  will 
probably  surprise  you.  Write  for 
more  information.  Call  us  collect 
if  you  prefer.  We  would  be  happy 
to  tailor  a  presentation  to  your 
needs.  Your  request  will  be  held  in 
complete  confidence. 


Sen  9*  Ca*c*<J-» 


OWENSHUMOtS 


Industrial  Development  Commission 
of  Mid-Florida,  Inc. 

Contact:  Roy  Han-is     PO.  Box  2144,  Orlando,  Florida  32802  (305)  422-7159 

Move  your  company  to  Orlando /Orange  County,  Florida 
The  climate's  right  for  business. 
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vate  and  public  sources  offers  an  exc 
lent  overall  financial  environment. 

Good  labor/ management  relatio 
prevail,  as  evidenced  by  consisten 
low  work  stoppages  and  high  producti 
ty.  The  average  time  lost  as  the  result 
labor  disputes  during  the  past  15  yea 
is  .04  of  one  percent,  compared  to  a  r 
tional  average  five  times  that  rate. 

Building  costs  are  traditionally  tl 
lowest  in  the  nation  according  to  nume 
ous  surveys  by  the  F.W.  Dodge  Coi) 
pany. 

Local  property  and  state  incont 
taxes  are  lower  than  the  national  ava 
age  and  the  state's  corporate  inconj 
tax  rate  is  six  percent.  The  record 
business  failures  in  North  Carolina  j 
less  than  one  half  the  national  averaa 
and  is  eighth  lowest  in  the  United  State 

SOUTH  CAROLINA 

South  Carolina  has  a  long  tradition 
internationalism.  Settlers  from  Spaii 
Holland,  France,  Germany,  Scotlan| 
Ireland,  and  England  played  a  vital  role i 
the  founding  and  early  history  of  Soul 
Carolina. 

Especially  in  the  past  15  years,  il 
dustrialists  from  around  the  world  ha\J 
discovered  that  they  are  welcome 
South  Carolina.  Today,  the  state  is  host] 
more  than  70  multinational  firms  with  a 
investment  of  over  $2  billion.  And,  its  su 
cesses  in  attracting  international  i 
dustry  are  generating  other  successes 

These  corporations  have  selects 
South  Carolina  because  it  offers  multinj 
tional  firms  not  only  a  home,  but  aid 
many  of  the  things  that  make  industi 
prosperous  and  profitable. 

One  key  factor  in  any  industry's  proi 
perity  and  profitability  is  its  location  c 
proximity  to  markets.  South  Carolina 
strategically  located  in  America's  tastes 
gr.owing  region  — the  Sunbelt- 
which  is  composed  of  the  States  in  th 
Southeastern  and  Southwestern  part  o 
the  nation. 

South  Carolina's  international  com 
munity  has  come  a  long  way  since  th 
first  European  settlers  came  to  he 
shores  more  than  300  years  ago. 

Among  the  many  incentives  whic 
South  Carolina  offers  investors  are  Ion 
inventory  taxes,  industrial  revenuj 
bonds,  special  training  programs  ft) 
manufacturing  firms,  and  a  quality  of  lifl 
which  is  second  to  none. 

A  balanced  budget  is  mandated  by  thi 
State  Constitution  and  the  State  enjoys 
AAA  bond  rating. 


In  Most  States,  Industrial  Development 

IsAGame  Of  Give  And  Take. 
Id  Business  GivestNewBusinessTake$. 


I  w  business  tax  inducements  are 
Hi.  Especially  if  you're  the  new  guy 
the  block. 

But,  nobody  can  stay  a  bridesmaid 
js  ever.  And  sooner  or  later  somebody 
" ;  going  to  be  getting  the  favors, 
I  you're  going  to  be  getting  the  bills, 
not  getting  the  services  you  need, 
I  ich  can  hurt  even  more.  s\ 
It's  the 


new  give  and  take  game.Which,as  you 
know,  is  the  old  no-free-lunch  game. 

But,  it's  not  the  way  we  do  business 
in  the  state  of  Virginia. 

We're  looking  for  companies  who 
are  interested  in  long  term  growth  re- 
lationships with  the  state  and  the  peo- 
ple in  it.  The  kind  of  relationship  over 
5,000  companies  have  already  found 
in  Virginia.  And,  an  even-handed  tax 
policy  is  one  reason  why  they  did. 
r^Some  otherreasons:  Virginia's 

^^^^Svi:\at  tne  toP  °f tne  Sunbelt, 
midway  between 
Boston  and 
v  Atlanta, 
which 


puts  manufacturers  within  overnight 
reach  of  all  major  eastern  and  mid- 
western  markets.  By  air,  sea  or  land. 

Dulles  International  airport,  and  the 
deepwater  port  of  Hampton  Roads, 
are  part  of  Virginia's  excellent  trans- 
portation system.  And  you  won't  have 
to  work  to  find  qualified  workers. 
40,000  new  people  enter  the  job  mar- 
ket every  year.  When  you  add  that  to 
a  strong  right-to-work  law,  you  have 
reasons  to  be  here. 

So,  if  you  don't  want  to  play  games, 
contact  J.  Frank  Alspaugh,  Director, 
Division  of  Industrial  Development, 
Governor's  Office,  State  Office  Build- 
ing, Richmond,  Virginia  23219.  Or, 
phone  (804)  786-3791. 

Profit  FromThe  Vigor 
Of  Virginia. 


IheBeautyOf 
Aiilns  Grows  InThe 
Spirit  Of  Cooperation. 


EASTERN  INTERNATIONAL 
AND  BRUNSWICKCOUNTY 
ANNOUNCE  A 
NEW  COMMERCE  PARK. 

Here  in  Brunswick  County, 
private  enterprise  and  govern- 
ment are  active  partners.  By 
working  hand  -  in  -  hand,  we're 
creating  a  new  modern  park 
where  you  want  to  be.  Halfway 
between  New  York  and  Atlanta. 

Thisuniquecooperative 
effort  will  bring  you  a  fine  facility 
suitable  for  light  industrial, 
office,  warehousing,  or  distri- 
bution—on  fully  improved  sites. 
Excellent  rail,  air,  and  interstate 
links.Plus  a  minimum  of  red  tape 
so  your  business  gets  off  the 
ground  faster. 

You'll  find  ample  recrea- 


tional opportunities  on  scenic 
Lake  Gaston.  And  lots  more  to 
do,  since  this  gently  rolling  ter- 
rain is  between  the  mountains 
and  the  seashore.  Please  call 
or  write  us  today.  We've  got  our 
eye  on  the  future.  And  we  think 
there's  a  place  for  yoi 
in  our  friendly, 
wide  open 
country. 


Mr.  Walter  N.  Alford 

Eastern  International 

Airport  Executive  Center,  Suite  201 

5700  Thurston  Avenue 

Virginia  Beach,  Virginia  23455 

804/464-3533 
or 

Mr.  Jesse  L.  Fowler,  Jr. 
Brunswick  County 
Post  Office  Box  13 
Lawrence ville,  Virginia  23868 
804/848-3107 
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VIRGINIA 

Virginia,  the  northernmost  Surj 
state  and  the  right-to-work  state  clO' 
to  the  markets  of  the  northeast,  is  ic 
ly  situated  in  the  center  of  the  Atla 
Seaboard.  Consequently,  the  old  Doi 
ion  is  within  easy  overnight  reach  Q 
Eastern  and  Midwestern  markets  f» 
tionally,  the  State's  proximity  to  W< 
ington,  D.C.,  provides  companies  e 
access  to  the  Federal  Governm 
whose  impact  on  both  customer 
policy-maker  cannot  be  ignored. 

Manufacturing  occupied  an  incn 
ingly  important  place  in  Virginia's  6 
nomic  growth  in  the  last  two  decac 
and  grew  by  13%  from  1970  to  18 
compared  to  7%  in  the  nation.  Diven 
cation  of  industry  is  well-establis 
and  has  been  a  major  factor  in 
State's  healthy  economy.  No  indu 
occupies  more  than  1 1  %  of  the  w 
force. 

Per  capita  income  has  reached  9 
of  the  national  average,  highest  of 
southern  State.  About  5.2  million  pec 
reside  in  the  State  and  population  gra 
exceeds  the  national  average, 
result  of  this  trend  is  that  over  40 
additional  people  are  available  for  w, 
each  year.  The  State's  community 
lege  system  and  vocational  training 
gram  provide  abundant  training  opj 
tunities  at  no  charge  to  the  employe 

Highways,  airports,  railroads,  and 
ports  of  Hampton  Roads  all  combine 
give  Virginia  genuinely  sophistica 
transportation   network,  making 
shipment  of  goods  and  raw  mate 
convenient  and  economical. 


WELCOME  TO 
THE  COASTAL  PLAINS ! 

For  further  information, 
please  contact: 
Executive  Director 
Coastal  Plains  Regional  Commissia 
215  E.  Bay  Street 
Charleston,  South  Carolina  29401 
(803)  724-4250 
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vacationers  want  to  take  their  cars  with 
m  on  trains?  Not  especially,  Auto-Train 
:overs.  An  idea  whose  time  never  came. 
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Derailed 


By  James  K.  Glass  man 


uto-Train  Corp.  President  Eu- 
gene K.  Garfield  is  scurrying 
k  around  Washington  and  New 
looking  for  fresh  financing  to  keep 
sperately  cash-strapped  railroad  on 
acks.  Meanwhile  the  company  is 
iing  investors  with  a  good  lesson: 
lergy-saving  idea  has  to  make  eco- 
:  sense,  too. 

o-Train  carries  passengers,  along 
their  automobiles,  by  train  from 
lia  to  central  Florida.  The  company 
2.5  million  in  1977  and  $4.4  million 
ear,  and  things  are  getting  worse, 
>etter.  The  loss  for  the  first  six 
hs  of  this  year — normally  the  best 
lonths  in  a  highly  seasonal  busi- 
has  been  $889,000,  compared 
a  net  of  $12,000  in  1978.  Revenues 
le  first  half  were  $16  million  in 
only  $13.1  million  this  year, 
of  this  hemorrhaging  has  caused 
jmpany's  net  worth  to  shrink  from 
million  in  1975  to  a  negative 
00  as  of  June  30.  Auto-Train  is 
j/ing  mainly  by  keeping  its  creditors 
Seaboard  Coast  Line  is  owed  $2.2 
m  for  the  use  of  its  tracks  this  year 
ist,  and  payments  on  a  $3  million 
ifrom  American  Security  Bank  are 
,ue.  Also  overdue  is  some  $826,000 
to  customers  who  put  down  depos- 
trips  and  later  canceled  their 
ations. 

e  Interstate  Commerce  Commis- 
ruled  in  August  that  it  would  not 
ve  a  $3  million  loan  from  Paul  Re- 
Life  Insurance  Co.  to  Auto-Train 
jthe  company  starts  refunding  those 
mers'  deposits.  The  question  is: 
will  Auto-Train  pay  the  refunds  if  it 
go  ahead  with  new  financing? 
-22. 

:  catalog  of  woes  mounts.  Auto- 
shareholders  at  the  Aug.  13  annual 
ng  turned  down  a  plan  to  issue 
00  shares  of  convertible  preferred 
The  Securities  &  Exchange  Com- 


Auto-Train  from  Washington  to  Florida 
Some  deal:  Costs  more,  takes  longer. 

mission  is  continuing  a  1977  investiga- 
tion— there  are  allegations  of  illegal  pay- 
ments to  congressmen  to  obtain  legisla- 
tion that  exempted  the  company  from 
competition  from  Amtrak.  (Auto-Train 
denies  the  allegations.) 

The  latest  bad  news  is  that  Seaboard 
Coast  Line  was  threatening  to  terminate 
its  agreement  with  Auto-Train  because 
of  the  past-due  bills.  Seaboard  recently 
postponed  the  reckoning  until  year-end. 
Since  Seaboard  provides  Auto-Train's 
tracks  and  crews,  ending  the  agreement 
would  probably  end  Auto-Train. 

Auto-Train's  problem  isn't  corruption 
or  mismanagement — it's  simply  eco- 
nomics. The  service  it  provides  is  nei- 
ther cheaper  nor  more  convenient  than 
the  competition.  As  a  result,  it  doesn't 
attract  enough  customers.  The  company 
has  a  number  of  excuses  for  its  poor 
recent  performance — snowstorms,  de- 
railments, and  the  like — but  it  all  comes 
down  to  pricing.  Like  solar  heating  pan- 
els and  lifetime  light  bulbs,  Auto-Train's 
fares  are  just  too  expensive. 

Even  after  a  fare  reduction  early  this 
year,  Auto-Train  still  charges  $466  to 
carry  two  adults  and  their  car  round  trip 
on  its  only  route,  between  Lorton,  Va.  (a 
suburb  of  Washington,  D.C.)  and  San- 
ford,  Fla.  (37  miles  from  Disney  World). 
By  comparison,  Eastern  Airlines'  Super 
Saver  fare  enables  two  adults  to  fly  from 


Washington  to  Orlando  round  trip  for 
$250.  A  Chevy  Nova  for  a  week  rents  for 
$98.  Final  savings  compared  with  Auto- 
Train:  $118.  It  also  takes  Auto-Train  17 
hours  to  make  the  Lorton-Sanford  run, 
and  gasoline  would  have  to  go  to  $3  or  $4 
a  gallon  before  Auto-Train  would  be 
competitive  with  driving  the  family  to 
Florida  (which  takes  less  than  17  hours  at 
55  miles  per  hour).  All  you  can  say  for 
Auto-Train  is  that  it  is  more  relaxing. 

Auto-Train  recently  opened  its  main- 
tenance yards  to  other  railroads,  and  it 
expects  to  make  some  money  in  the  re- 
pair business.  But  how  prosaic.  Repairing 
broken-down  freight  cars  was  not  exact- 
ly what  Eugene  Kerik  Garfield  had  in 
mind  in  1969  when,  at  the  age  of  33,  he 
left  his  job  as  an  assistant  to  the  Secre- 
tary of  Transportation  to  start  the  first 
new  private  passenger-carrying  railroad 
in  the  U.S.  in  50  years. 

Garfield,  a  Florida  lawyer  with  no  pre- 
vious railroad  experience,  got  the  idea  for 
Auto-Train  from  a  government  survey 
that  concluded  (according  to  an  enthusi- 
astic Auto-Train  press  release  years  later) 
"auto-ferry  service  in  the  U.S.  was  not 
only  feasible  but  also  could  be  profitable 
and,  therefore,  should  be  pursued  by  pri- 
vate industry."  Private  industry,  howev- 
er, wasn't  interested.  So  Garfield  seized 
the  opportunity.  He  formed  the  com- 
pany, sold  700,000  shares  of  stock  at  $10 
a  share  and  used  most  of  the  proceeds  to 
buy  old  train  cars  at  cut-rate  prices  (after 
a  sale-leaseback  deal  in  March,  the  com- 
pany now  leases  most  of  its  215  cars). 

By  January  1972,  only  a  month  after 
Auto-Train  had  inaugurated  its  service, 
the  price  of  its  shares  had  soared  to  over 
$60.  This,  remember,  was  before  the 
Arab  oil  embargo.  Auto-Train's  story  in 
1971  was  based  not  on  the  fuel  savings  it 
provided  Florida-bound  motorists  but  on 
the  enormous  size  of  the  Northeast-to- 
Florida  travel  market  and  on  Garfield's 
considerable  skill  as  a  salesman.  But 
Auto-Train's  reputation  as  an  energy- 
crunch  stock  helped  in  1973  and  1974 
when  its  price/earnings  ratio  hit  85. 

The  shares,  which  are  traded  on  the 
American  Stock  Exchange,  dropped  to 
1%  earlier  this  year.  Recently,  on  the 
news  that  the  maintenance  division  had 
signed  a  large  contract  to  build  hopper 
cars  for  PLM  Inc.,  the  price  bounced  up 
to  4.  Meanwhile,  Auto-Train  has  been 
warned  by  Amex  that  it  may  face  delist- 
ing for  three  years  of  deficits  in  a  row. 

Founder-President  Garfield,  who  was 
almost  garrulous  in  the  days  when  Auto- 
Train  was  making  a  little  money,  refuses 
to  be  interviewed.  The  company's  latest 
plan  for  raising  funds  is  to  issue  another 
IVi  million  shares  of  common  stock,  an 
action  that  would  not  require  sharehold- 
er approval.  The  issue  would  dilute  the 
holdings  of  current  stockholders  by 
about  50%.  But  50%  of  a  little  might  be 
better  than  100%  of  next  to  nothing.  ■ 
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GEOBANKING 


The  Manufacturers  Hanover  Way  of  Worldwide  Banki 


Geobanking. 

It  is  money  moving  and 
working  around  the  world. 

It  is  the  Manufacturers 
Hanover  way  of  worldwide 
banking. 
Unlike  most  major  international 
banks,  Manufacturers  Hanover  does  not 
enter  a  region  or  a  country  with  a  rigid 
operational  philosophy. 

Instead,  it  adopts  a  way  of  banking 


that  works  best  for  a  particular  place  at  a 
particular  time. 

Geobanking. 

It  is  wholly  responsive,  since  it  fine 
tunes  banking  to  national  and  regional  needs. 

It  is  flexible,  admitting  swift  adjust- 
ment to  changes  in  prevailing  conditions. 

And  Geobanking  enables 
Manufacturers  Hanover  to  marshal  strengths 
from  the  worldwide  resources  of  a 
$45  billion  organization. 


MANUFACTURERS  HANOVER 

The  banking  source.Worldwide. 


Incorporated  with 
Limited  Liability  in  U. 
Member  FDIC 


Y  retreating  from  commercial  property 
\l  casualty  insurance  in  1975,  Allstate  is 
ag  again  with  a  new  name  and  new  ways. 


Buying  a 
comeback 


By  Richard  Greene 


.ooks  as  though  Sears,  Roebuck 
ly  finally  have  figured  out  how  to 
into  the  commercial  insurance 
ss  after  more  than  one  false  start, 
ould  have  thought  that  Sears,  the 
/pal  American  merchant — and  the 
th  Allstate  Insurance  Co.,  a  major 
nd  home  insurance  subsidiary — 
have  been  able  to  make  the  transi- 
ith  ease.  But  in  its  first  big  effort, 
n  1974-75,  Allstate  misread  the 
of  the  business  and  set  up  a  mar- 
organization  that  couldn't  do 

n  it  made  that  unsuccessful 
/e  years  ago,  Allstate  tried  to  do  it 
s  own  in-house  agents.  But  inde- 
t  agents  have  over  80%  of  the 
:.  (Commercial  customers 
leally  buy  insurance  from  a 
c   company;    they  buy 
in  agent  who  presumably 
he  best  of  several  under- 
to  get  them  the  low- 
2S.)  Allstate  was  un- 

0  change  business 
s  insurance-buying 
Says  Jerry  O'Kane  of 

icago  Board  of  Under- 

Inc,   "They  lost 
hirts.   But   with  a 
ny  Allstate's  size,  it 
t  their  undershirts." 
time  around,  Allstate  is  doing  it 
tely  differently.  It's  using  a  new 
for  its  commercial  subsidiary, 
jrook  Property  and  Casualty  Insur- 
i'o.  And  more  to  the  point,  it  is 
independent  agents, 
the  path  to  the  commercial  mar- 

1  isn't  perfectly  smooth.  Although 
ds  of  agents  are  anxious  to  pick  up 
)rook  as  another  "market"  (the  in- 
s  term  for  each  company  an  agent 
nts),  many  others  are  not.  Says 

|i  D.  Bowman,  president  of  Stew- 
jator,  Kessberger  &.  Lederer,  Inc.,  a 
(Chicago  independent,   "I  think 


there's  going  to  be  a  reluctance  on  the 
part  of  a  large  number  of  the  independent 
agents  to  contract  with  Allstate.  When 
they  came  in  30  years  ago  in  personal 
lines,  they  took  away  most  of  our  busi- 
ness. In  a  word,  they're  the  enemy." 

The  commercial  market  is  a  prize 
worth  the  trouble,  though,  for  Allstate 
and  Sears.  It's  now  around  $44  billion  as 
compared  to  about  $37  billion  for  person- 
al insurance.  Currently  Allstate  has  only 


about  0.5%  of  the  market,  worth  about 
$200  million.  But  Northbrook's  Presi- 
dent Robert  A.  Leibold  is  talking  about 
having  up  to  2%  of  the  market  by  1985 — 
about  $1.5  billion.  That's  equal  to  about 
30%  of  last  year's  $4.85  billion  in  total 
revenues  from  Allstate,  from  which  $466 
million  came  down  to  income. 

Northbrook  is  aiming  at  the  fat  middle 
of  the  market,  business  accounts  that 
spend  between  $3,000  and  $150,000  a 
year  for  coverage.  That's  everything 
from  the  grocery  with  10  employees  to 


the  factory  with  100.  Allstate  will  con- 
tinue to  attack  the  remainder  of  the  mar- 
ket in  its  traditional  fashion — with  in- 
house  agents  for  the  most  part  and  inde- 
pendents in  rural  areas. 

Although  Allstate  won't  say  how 
much  it  is  spending  to  get  into  the  busi- 
ness, Northbrook  is  clearly  a  major  oper- 
ation. The  company  is  building  a  new 
380,000-square-foot  building  in  South 
Barrington,  111.  for  Northbrook  and  other 
commercial  operations.  And  it  is  hiring 
away  top-rank  executives  from  other 
firms.  Starting  with  President  Leibold, 
who  had  been  with  CNA  for  25  years, 
they've  lured  executives  from  the  likes  of 
SAFECO  and  Zurich  American. 

But  even  the  best  executives  in  the 
world  won't  make  any  difference  if  All- 
state/Northbrook  can't  convince  the  in- 
dependent agents  to  go  along.  And  this 
may  not  be  the  best  time  to  make  that 
effort.  If  anything,  there  is  a  trend  in 
independents  toward  carrying  fewer, 
rather  than  more,  markets.  Explains  Jer- 
ry Smith,  president  of  the  Metropolitan 
Washington  Association  of  Independent 
Insurance  Agents,  "Independent  agents 
are  looking  to  reduce  the  number  of  com- 
panies in  their  offices  to  a  more  logical 
level  but  still  maintain  flexibility  and  a 
reasonable  advocacy  position  for  their 
clients." 

Says  David  L.  Reynen,  secretary-trea- 
surer of  a  medium-size  insurance 
firm  outside  of  Milwaukee,  "Is 
there  room  for  Northbrook?  Not 
in  our  agency.  We've  got  good 
markets  and  I  think  that  I  could 
speak  for  a  lot  of  agents  our  size." 
But  other  signs  indicate  that  the 
time  may  well  be  ripe  for  North- 
brook   anyway.     Here's  why: 
When  insurance  companies  fig- 
ure they  have  all  the  good 
risks,  they  start  taking  on  bad 
ones  and  begin  cutting  prices. 
Eventually,  their  premium  in- 
come starts  to  dip,  and  the 
bad  risks  cut  into  earnings. 
So  they  clean  up  their  act, 
drop  the  bad  risks  and  the 
independent    agents  get 
squeezed. 

Says  one  apprehensive 
agent,  "You  have  a  point  where 
everybody's  giving  dollars  away  to  the 
customer,  and  the  next  year  takes  them 
back  when  the  blood  is  flowing.  We're 
cycling  into  that  faster  than  usual." 

When  that  crunch  comes — possibly 
sooner  than  expected  because  of  recent 
hurricanes — the  independent  agents 
aren't  going  to  be  so  picky  about  who 
they  do  business  with.  They  may  not 
love  Allstate,  and  may  not  want  the  ex- 
pense of  dealing  with  more  firms,  but 
they've  got  to  place  those  accounts.  And 
Allstate  is  going  to  be  there,  with  those 
big  hands  outstretched,  full  of  money  and 
ready  to  buy  into  the  business.  ■ 
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With  Morgan — as  usual — in  the  lead,  some 
big  pension  fund  managers  are  moving  to- 
ward greater  standardization  of  product. 


Wall  Street  learns 
from  Detroit 


By  Cynthia  Saltzman 


Quietly  last  summer  Morgan 
Guaranty  Trust  Co.,  the  biggest 
equity  manager  in  the  country, 
informed  its  clients  it  planned  to 
stop  handcrafting  individual  pension 
fund  portfolios  of  blue  chip  stocks  and  to 
apply  mass  production  methods  instead. 
In  place  of  tailor-made  portfolios,  every 
client — even  IBM,  Mobil  and  Westing- 
house — would  simply  have  money  in 
shares  of  the  bank's  commingled  funds. 

The  automobile  industry  long  ago 
stopped  making  custom-designed  cars 
and  learned  to  combine  economies  of 
scale  with  a  limited  degree  of  individual 
choice — you  can  have  your  Buick  Special 
in  a  range  of  colors  and  some  engine 
options  but  it's  still  a  Buick  Special.  By 
the  same  token,  clients  will  now  buy 
Morgan  management — one  basic  model. 
In  Morgan's  new  design,  the  blue  chip 
stocks  will  be  broken  into  four  sectors: 
Consumer  Goods  &  Services;  Finance, 
Regulated  &  Transportation;  Technolo- 
gy &  Machinery;  and  Natural  Resources 
&  Processing.  Two  managers  in  charge 
of  each  will  select  stocks  and  the  bank 
will  decide  how  much  money  to  put  in 
each  sector.  Says  Carl  E.  Hathaway,  head 
of  pension  management:  "If  the  most 
attractive  area  of  the  market  is  utilities, 
we  won't  seek  the  client's  initiative  to 
determine  that,  we're  being  paid  to  de- 
termine that." 

In  a  subtle  way,  Morgan  is  thus  mov- 
ing away  from  old-fashioned  stock  pick- 
ing and  instead  putting  its  customers 
into  portfolios  that  bet  on  economic 
trends.  An  index  fund?  Not  quite.  Where- 
as an  index  fund  is  fixed,  Morgan  can 
vary  its  mix  among  the  four  funds  and 
bias  a  fund  toward  specific  companies. 

What  caused  the  change?  Perfor- 
mance, which  in  the  case  of  Morgan  and 
most  other  big  bank  pension  managers 
has  been  terrible  (Forbes,  Apr  16).  Mor- 
gan's $400  million  Common  Stock  fund, 
for  example,  has  had  a  compound  annual 


rate  of  return  of  2.3%  since  January  1969. 
Its  performance  has  danced  all  over  the 
place — falling  29%  in  1974  and  rising 
32%  the  following  year.  Concedes  John 
S.  Moxon,  manager  of  the  Common 
Stock  fund:  "Our  experience  in  big 
stocks  has  not  been  what  we  thought  it 
should  have  been,  and  we're  attempting 
to  do  something  about  it." 

One  of  the  things  that  started  Morgan 
thinking  was  the  performance  of  some  of 
its  commingled  funds.  The  International 
Equities  fund  has  had  a  compound  annu- 


Morgan  Guaranty's  Carl  E.  Hathaway 
No  more  custom  tailoring. 

al  rate  of  return  of  28%  since  its  incep- 
tion in  1975.  The  highly  diversified, 
small  company  (capitalizations  under 
$250  million)  fund,  run  by  Wesley  Guy- 
lay,  has  had  an  average  annual  rate  of 
return  of  9.9%  since  1965 — compared  to 
4.7%  for  the  S&P's  and  4.4%  for  the 
Common  Stock  fund.  Says  Wes  Guylay: 
"We  will  try  to  utilize  techniques  devel- 
oped in  these  special-purpose  funds  for 
larger  common  stocks."  Basically  the 
new  approach  will  narrow  the  focus  so 
fund  managers  will  only  have  to  select 
from  part  of  the  universe  of  stocks,  and 
research  will  be  more  effectively  trans- 
lated into  choices. 

The  Morgan  move,  in  effect,  changes 
the  role  of  the  individual  portfolio  man- 


ager. He  is  no  longer  responsible  1 
ing  stocks.  The  four  funds  draw  « 
gan's  top-drawer  research  depart 
60  analysts  strong — and  the  fund 
ers  merely  decide,  in  consultatu 
the  client,  how  to  mix  the  client 
ey  among  the  four  basic  sectors 

Does  that  mean  that  every  p 
will  look  alike?  Morgan  hedges  or 
claims  that,  of  course,  the  bank  v, 
die  the  client's  preferences — prob 
an  additional  fee.  "We're  trying  ti 
broad  product,"  says  Moxon.  "I[ 
one  comes  in  and  says,  'Listen,  I 
thing  about  technology  and  don 
any  of  the  technology  group,'  v 
more  than  willing  to  work  with  r 

Some  see  the  new  structure  as 
knowledgment  that  clients  really 
get  specialized  treatment  at  Morg 
way,  and  probably  shouldn't.  Sa 
cent  J.  Motto,  assistant  treasi 
Exxon,  which  has  a  $35  million  e 
ee  thrift  plan  at  Morgan:  "Mana; 
is  really  saying,  'Let's  face  up 
issue  .  .  .  that  there  isn't  a  great 
ence  in  pension  fund  managemen 

Does  this  mean  that  Morgan 
industry  trends  are  more  importa; 
individual  issues?  For  all  practic 
poses,  yes.  Says  Morgan's  Moxoi 
argue  about  that  in-house,  but  wl 
insurance  is  going  down — I  just 
article  about  it — if  people  are 
queasy  on  life  insurance  it's  goin 
tough  to  make  money  there." 

What  is  customer  reaction?  R 
ably  calm.  "I  think  it's  worth  t 
observes  Roland  K.  Hartman  of  C 
Inc.  "We  consider  our  equity  a 
with  Morgan  as  more — I  don't  \m 
use  the  word  'passively  managec 
it's  an  account  which  allows  us  di 
cation  with  other  specialized 
managers."  Raymond  L.  Colo 
Sperry  Corp.  thinks  that  the 
should  make  the  bank  more  sur. 
adjusting  to  clients'  demands  fo 
potential  volatility  and  expect 
turn — modern  portfolio  theory  me 

"The  reactions  have  been  from 
with  the  ones  I've  spoken  to, 
Moxon.  "God  knows  there  are  pi 
people  who  get  upset  because  foi 
reason  they  feel  submerged  i 
masses.  It's  more  of  a  psychologies 
than  a  rational  investment  policy. 

What  will  the  bank  do  with  ma 
ents  who  object  to  the  commingl 
will  probably  negotiate.  Bas 
though,  Morgan's  move  may  well 
wave  of  the  future.  Chase  Manhatt 
example,  is  adding  three  new  cor 
gled  funds  to  its  product  mix. 

Wave  of  the  future1.  Return  to  th 
might  be  a  better  way  of  describ 
The  original  concept  for  mutual 
was  to  sell  "a  cross  section  of  Ame 
Morgan  seems  to  be  offering  its 
section  in  four  different  chunks 
more  things  change.  .  .  .  ■ 
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Business  Report 

Ferro  has  record  first-half 


The  continuing  strength  of  our 
worldwide  business  enabled 
Ferro  to  post  records  in  both 
sales  and  net  income  for  the 
first-half  ended  June  30. 
Sales  of  Ferro's  specialty 
materials  in  the  first-half  of 
the  current  fiscal  year  totaled 
$282  million,  up  19.4%  from 
the  corresponding  period  last 
year.  Net  income  for  the  period 
reached  $14.2  million  or  $1.87 
per  share,  a  gain  of  7.2%  over 
a  year  ago. 

We  attribute  this  growth  to  the 
balance  of  our  diversified 
markets  both  here  and  abroad. 

We  continue  to  grow  in  our 
markets  because  of  our  ability 
to  apply  technology  on  an  in- 
dividual basis.  That  means  we 


Ferro  applies  technology  on  an  indi- 
vidual basis  to  the  changing  specialty 
materials  needs  of  its  customers. 
Examples  of  recent  developments 
include  new  steel  industry  refractories 
and  high  performance  plastic 
compounds. 


FERRO  CORPORATION 
Consolidated  Sales  and  Earnings 

(Thousands  of  Dollars)  

Net  Sales   

Income  Before  Taxes  

Income  Taxes  

Net  Income  

Per  Share  Net  Income   

Average  Shares  Outstanding  .... 


(Unaudited) 
Six  Months  Ended 
June  30 


1979 


1978 


$281,905 

23,732 
9,565 
$  14,167 

$  187 
7,568,474 


236,055 

23,337 
10,127 
13,210 


1.75 
7,529,771 


tailor  every  specialty  material 
we  make  to  the  individual 
needs  of  the  customer.  As 
those  needs  change,  Ferro 
develops  new  coatings,  colors, 
chemicals  and  ceramics  to 
satisfy  the  new  economic, 
environmental  and  market 
requirements. 

One  example  of  this  is  our 
recent  commitment  in  thermo- 
plastic colors  and  compounds. 
Our  acquisition  of  a  manufac- 
turing facility  and  equipment 
at  Stryker,  Ohio,  the  purchase 
of  the  color  concentrates  and 
additives  business  of  Dow 
Chemical  and  our  agreement 
to  buy  the  color  concentrate 
business  and  related  manufac- 
turing equipment  from  Exxon 
Chemical  will  provide  Ferro 
with  the  capabilities  to  supply 
new  high  performance  ABS, 
polyolefin,  and  styrenic  plastic 
compounds  to  home  appliance 
makers  and  to  the  automotive 
industry  in  its  quest  for  lighter 
weight  vehicles. 

We  also  are  expanding  our 
lines  of  ceramic  products  used 
in  steel  production.  These  spe- 
cialty products  are  essential 
to  improved  processes  which 
increase  efficiency  and  meet 


environmental  standards  in 
this  major  industrial  segment. 
During  the  first-half,  our  largest 
international  subsidiary  in 
Holland  celebrated  its  50th 
anniversary.  From  a  single  pro- 
duction facility  in  1929,  this 
subsidiary  has  grown  into  a 
complex  of  eight  plants  in 
Holland,  West  Germany,  Den- 
mark and  Italy. 

In  addition,  Ferro  opened  two 
new  European  plants.  Our  new 
facility  at  Castanheira,  Portu- 
gal will  handle  expanded  zinc 
oxide  production.  A  specialty 
chemical  facility  at  Chirk, 
Wales  will  serve  not  only  the 
expanding  markets  of  the 
United  Kingdom,  but  export 
markets  as  well. 
For  additional  information 
about  the  company,  write  to 
me  at  Ferro  Corporation,  One 
Erieview  Plaza,  Cleveland, 
Ohio  44114. 


Adolph  Posnick 

President  and 

Chief  Executive  Officer 
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Behind  The  Figures 


In-house  critic 

It  would  be  tough  to  accuse  Minneapolis 
Federal  Reserve  District  Bank  President 
Mark  Willes,  38,  of  being  soft  on  infla- 
tion. He  has  voted  against  expanding  the 
money  supply  an  unprecedented  six 
straight  times.  Not  even  groans  from  the 
majority  of  his  colleagues  on  the  Federal 
Open  Market  Committee,  on  which 
Willes  served  through  March,  have 
swayed  him.  "I  am  what  I  am,  for  better 
or  for  worse,"  says  the  ten-year  Fed  vet- 
eran in  softly  measured  tones. 

The  hard-driving  but  low-key  maver- 
ick now  thinks  he  may  be  getting 
through.  Willes  is  heartened  by  the  Fed's 
move  in  August  to  raise  the  discount  rate 
and  the  "target"  rate  on  federal  funds.  He 
wants  to  see  the  growth  of  the  money 
supply  reduced  from  last  year's  high  of 
7.2%  to  4%  by  1981.  As  for  inflation, 
Willes,  who  has  a  Ph.D.  in  economics 
and  finance  from  Columbia  University, 
is  even  more  tenacious:  "There  is  noth- 
ing in  economic  theory  or  history  that 
suggests  we  can  have  stability  at  any- 
thing but  a  zero  rate  of  inflation." 

Willes  arrived  in  Minneapolis  two 
years  ago  as  the  youngest  district  bank 
president  ever.  Since  then,  the  Mormon 
from  Salt  Lake  City  has  been  promot- 
ing— with  an  almost  evangelical  fervor — 
the  theory  of  "rational  expectations," 


fathered  by  Professor  Robert  Lucas  of  the 
University  of  Chicago.  Essentially,  the 
theory  holds  that  random  "quick  fixes" 
(tax  cuts  here,  interest  rate  hikes  there) 
can't  keep  the  enormously  ^complicated 
machinery  of  the  U.S.  economy  running 
smoothly  over  the  long  term.  Instead, 
deliberate  and  gradual  reductions  in  the 
federal  deficit,  the  money  supply  and  ex- 
pensive government  regulation  of  the 
private  sector  are  needed.  "As  long  as 
government  policy  is  careful,  systematic 
and  credible,"  asserts  Willes,  "these 
steps  can  reduce  inflation  without  caus- 
ing a  recession."  Such  long-range  eco- 
nomic plans  would  cause  people  to  "ra- 
tionally expect"  the  inflation  rate  to  drop 
and  behave  accordingly  by  saving  and 
investing  for  the  future.  Willes  believes 
new  Fed  Chairman  Paul  A.  Volcker  will 
be  more  sensitive  to  the  theory  than 
predecessor  G.  William  Miller. 

As  for  his  own  future,  Willes  isn't  say- 
ing how  long  his  enthusiasm  for  applying 
economic  theories  to  public  policy  will 
last.  Many  tempting  job  offers  have 
crossed  his  desk,  some  offering  triple  the 
$60,000  salary  he  now  makes  as  the  low- 
est paid  of  the  12  district  presidents  in 
the  Federal  Reserve  System.  (The  highest 
paid,  at  $1 10,000,  is  the  president  of  the 
Federal  Reserve  Bank  of  New  York.)  But 
Willes  admits  he  has  no  intention  of 
spending  a  lifetime  as  the  Fed's  most 
vocal  in-house  critic.  Says  he,  gently  fin- 
gering the  basket  of  wax  begonias  on  the 
table  beside  him  and  looking  around  ca- 
sually at  his  large,  comfortable  wood- 
paneled  office,  "I  couldn't  stay  here  for- 
ever. It  would  be  bad  for  me  and  bad  for 
the  institution  I  serve." 


Better  Government's  Tom  Moore 
Muckraking  on  our  aide. 


Mark  Willes  of  the  Minneapolis  Federal  Reserve  Bank 

No  stability  at  anything  but  a  zero  rate  of  inflation. 


To  catch  a  thief 

Muckraking  comes  in  several 
these  days.  Ralph  Nader  and  his 
for  example,  are  chasing  after  b: 
ness.  Now  out  of  Chicago  comesi 
ness-backed  group,  the  Better 
ment  Association,  with  a  red-hot 
tion  for  digging  out  gove 
corruption.  Headed  by  Thomas  J 
an  ex-reporter  for  the  Chicago  Sit 
who  learned  the  ways  of  WasI 
working  for  Colorado  Senator  Gai 
BGA  will  be  scouring  the  nation's 
for  malefactors,  wasters  of  the  | 
substance  and  enemies  of  the 
What's  more,  with  a  $2.5  millio 
from  the  MacArthur  Foundation  (1 
June  11),  Moore  will  be  able  to  pay 
a  $37,500  salary  and  still  have  pie 
over  to  catch  the  bad  guys. 

Moore  hopes  BGA  will  do  as 
Washington  as  it  did  in  Chicago 
its  probes  of  Medicaid  fraud, 
mills  and  graft  sent  some  pro 
politicians,  including  a  top  assoc 
the  late  Mayor  Daley,  to  the  slam 

"Our  formula  is  simple,"  says  IV 
35-year-old  Cornell  University  gr 
"We  have  a  professional  staff  of  1 
investigators  and  specialists  wor 
partnership  with  news  media." 

If  credentials  count,  such  coop 
should  be  easy  to  get  in  Wash 
BGA,  after  all,  helped  the  Chicaj 
une  garner  two  Pulitzer  Prizes  ano 
public  acclaim. 

BGA's  methods,  needless  to 
unorthodox.  In  Chicago,  BGA  op 
saloon  with  reporters  from  th 
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Telefficient 


u  demand  dependability  and  efficiency  in  every 
duct  you  buy.  And  you  should  demand  the  same 
m  your  business  telephone  system.  It  should  not  only 
an  asset,  but  it  should  also  make  your  business  and 
ur  employees  more  efficient. 

And  when  you're  talking  efficiency,  you're  talking 
L-lf  the  business  communications  system  from 
jrthern  Telecom. 

Efficiency  is  built-in.  In  the  system.  In  the  telephone 
t. 

You  dial  a  long  distance  number,  the  system  deter- 
ines  the  lowest  cost  routing.  That  helps  you  control 
sts  and  saves  you  time.  The  SL-1  keeps 
ick  of  all  calls,  detailing  who  called, 
nen,  where,  how  and  how  long,  so  you 


can  monitor  and  cost-account  your  telephone  charges. 

All  features  on  the  uniquely-designed  SL-1  telephone 
set  are  activated  by  pushing  a  button.  No  special  codes 
to  remember.  And  each  telephone  can  be  programmed 
to  meet  your  individual  employee's  communications 
need. 

All  this  designed  into  a  business  communications  sys- 
tem with  built-in  expansion.  The  computer-based  SL-1 
grows  easily  from  100  telephones  to  several  thousand. 

Which  is  why  we  say  we  may  be  the  second  largest 
and  the  second  oldest  manufacturer  of  telecommuni- 
cations equipment  in  North  America,  but  we're  first 
where  it  counts.  Northern  Telecom,  Inc., 
northern   Dept.  1206-6,  International  Plaza,  Nash- 
tCleCOm     ville,  Tennessee  37217. 
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Times,  who  chronicled  the  payoffs  ex- 
pected by  city  and  county  inspectors. 
With  such  methods  come  problems. 
Moore  says  that  while  BGA  doesn't  do 
anything  illegal,  sticky  situations  may 
arise,  for  example,  when  an  investigator 
witnesses  a  crime.  Then,  he  says,  there's 
a  conflict  between  going  to  the  authori- 
ties or  staying  undercover. 

"We're  unlike  the  organizations  we  in- 
vestigate— unbureaucratic,"  claims  the 
Chicago-raised  Moore.  "We  have  no 
guidebooks  and  no  rules.  So,  our  investi- 
gations are  unusual,  imaginative  and 
resourceful." 

Moore  and  his  five-person  staff  are 
busy  poking  around  in  federal  boondog- 
gles. "Something  is  going  wrong  in  this 
town.  Everyone  agrees  on  that,"  says 
Moore.  The  target  of  BGA's  first  Wash- 
ington expose",  he  predicts,  will  be  made 
public  any  day  now. 


Crossroads  of  the  world? 

"I  like  to  keep  a  low  profile,"  says  George 
Stonbely,  the  engaging  33-year-old  presi- 
dent of  privately  held  Spectacolor  Inc. 
Strange  words  from  the  man  behind 
what  may  be  the  flashiest  advertising 


Stt  iiiheh  ■  <  >f Spectacolor 
Selling  fame  by  the  minute. 


medium  in  the  world — the  giant  (20  feet 
by  40  feet)  computer-animated  electric 
billboard  six  stories  above  New  York's 
Times  Square.  The  area  has  long  been 
famous  for  its  garish  electric  signs,  but 
Spectacolor's  24-color  sign  is  the  first  to 
have  a  changing  display,  with  up  to  six 
different  ads  a  minute. 

Aside  from  part  of  a  radio  station  in 
Bakersfield,  Calif.,  that  sign  is  Specta- 
color's only  business  so  far.  Stonbely  es- 
timates that  1.5  million  people,  many  of 
them  tourists,  see  it  every  day.  "Times 
Square  is  still  the  crossroads  of  the 
world,"  insists  Stonbely.  "We're  getting 
national  advertising  budgets  here."  Cli- 
ents have  included  NBC's  Saturday  Night 
Live  (the  sign  is  used  in  the  opening  se- 
quence of  the  show),  Seven-Up,  Du  Pont 
and  General  Motors,  along  with  a  slew  of 
record  and  movie  companies  and  theater 
and  concert  promoters. 

Advertising  packages  run  from  $2,100 
a  week  for  a  ten-second  spot  every  four 
minutes  to  $12,000  a  month  for  double 
that  frequency. 

For  $25  Stonbely  will  put  row  name  in 
lights  for  30  seconds.  "People  have  pro- 
posed to  each  other  on  that  sign,"  he 
says.  "Somebody  spent  $1,000  in  May  to 
commemorate  V-E  Day.  And  last  spring 
the  White  House  called  and  asked  us  to 
welcome  the  President  when  he  came  to 
Broadway  to  see  a  show.  We  did  it  for 
free— we  were  going  to  anyway." 

Stonbely  has  always  been  something 
of  a  promoter  with  a  bent  for  show  biz. 
The  son  of  a  Brooklyn  storm-window 
merchant,  he  volunteered  for  Robert 
Kennedy's  Senate  campaign  in  1964 
while  working  on  a  degree  in  psychology 
at  New  York  University.  Later  he 
worked  on  Norman  Mailer's  quixotic  try 
for  the  mayoralty  of  New  York.  Along 
the  way  Stonbely  did  sales  research  for 
The  New  York  Times,  started  a  college- 
recruitment  consulting  firm  and  became 
president  of  his  own  ad  agency.  Then  he 
ran  into  an  old  school  buddy  from  Ku- 
wait, who  got  his  agency  a  job  working 
for  that  country's  ministry  of  tourism. 

"That  was  a  real  lark,"  laughs  Stonbe- 
ly, "but  while  I  was  there  I  saw  a  primi- 
tive 4-color  electric  sign  in  Kuwait, 
which  gave  me  the  idea  of  Spectacolor." 
So  he  sold  his  interest  in  the  ad  agency, 
hired  computer  consultants  and  went 
halves  with  his  in-laws  on  an  investment 
of  $800,000.  The  sign  in  Times  Square  lit 
up  on  Dec.  1,  1976  with  an  ad  for  L'eggs 
pantyhose  (still  a  client)  and  broke  even 
in  a  year.  Last  year  it  grossed  close  to 
$1.5  million  and  Stonbely  got  to  keep  a 
lot  of  that  as  profit. 

The  only  problem  Stonbely  sees  with 
his  sign  is  that  "you  can't  make  more 
than  60  minutes  in  an  hour."  Stonbely  is 
working  on  deals  to  put  signs  into  other 
markets  in  Europe,  South  America,  the 
Mideast  and  here.  Meanwhile,  architect- 
developer  John  Portman  wants  a  Specta- 


color sign  on  his  new  hotel,  sch 
go  up  in  Times  Square  in  the  earj 
But  Stonbely  gets  most  excit 
the  prospects  for  his  signs  in  li 
les.  Sounds  like  just  the  sort  of 
Dennis  Lidtke  (see  below). 


The  Palace's  Dennis  Lidtke 


Another  day  of  the  locust? 

Hooray  for  Hollywc 

If  you  think  that  putting  a  millioi| 
into  a  sign  in  Times  Square 
what  do  you  say  to  Dennis  Lid 
who  has  just  become  the  proud  i 
the  famed  Hollywood  Palace, 
coiner  of  Hollywood  and  Vine? 
the  building,  built  in  1926,  a  w 
phant  is  to  pay  it  a  high  com 
Long  gone  are  the  days  when  Ji 
land  and  Bing  Crosby  hosted  sha 
its  stage,  and  even  further  bacb 
days  when  vaudeville's  bigge 
brought  in  full  houses.  Today  t 
ness  section  of  Hollywood  is  a 
ridden  area  where  the  Walk  of 
trod  mostly  by  pimps,  junkiesi 
tutes  and  tourists.  The  Palace 
neatly  among  the  taco  stands 
shops  and  parking  lots  that  sunt 

The  new  Palace,  says  Lidtke,  j 
"multidimensional  entertainmei 
ty  in  the  grand  old  style  of  e 
where  nothing  will  be  comprc 
Under  its  new  name — the  Palac 
Theater — the  building  will  hous 
vate  club  with  a  retractable  cei 
elaborate  disco  and  a  French  res 
No  serious  finance  people  wouk 
any  money  for  the  weird  pre 
Lidtke's  terms,  so  Lidtke  has  ha> 
uidate  some  of  his  assets  and  ex 
personal  credit  lines  to  the  \\ 
point,  raising  more  than  $5  millil 

Why  such  devotion  to  a  fad< 
Lidtke,  who  was  practically  ra 
Hollywood's  boulevards,  finds  t; 
ect  "the  largest  creative  challeng 
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rry,  Maitre  d 
>$  on  the  World 


may  be  1 07  stories  high,  but  we're 
|pwn-to-earth.  You  see,  at  Windows  on 
i  Id,  the  whole  world  is  at  home.  What 
lues  us?  People  who  know  how  to 
j  jiemselves.  Whether  they're  having  a 
r:en  impeccable  clams  on  the  half 
jlth  a  lusty  Italian  white.  Or  rack  of 
JJamb  with  a  pedigreed  French  red. 
II  time  after  time,  it's  the  Diners  Club 
jl;r  who's  enjoying  these  delights.  And 
I  pw  I  know  one  when  I  see  one." 
i  i rs  Club  members  get  more  out  of 
j  it's  only  right  they  get  more  out  of 


the  card  they  carry.  Diners  does  more 
things,  in  more  places,  than  any  other  travel 
and  entertainment  card. 

The  Doublecard.  Takes  the  advantages  of 
a  credit  card.  And  doubles  them.  Diners 
membership  entitles  you  to  two  cards.  To 
separate  business  and  personal  charges, 
you  can  put  your  name  and  title  on  one,  and 
just  your  name  on  the  other.  Or  you  can  give 
the  second  card  to  a  member  of  your  family. 

The  card  you  can  cash  in  on.  Diners  Club 
membership  offers  you  the  Diners  Cash 
AdvantageSM  — a  separate  reserve  of 


cash  of  up  to  $15,000*  from  the  Chase 
Manhattan  Bank,  N.A. 

And  these  are  just  some  of  the  things 
Diners  Club  is  constantly  doing  to  help  the 
Club  serve  its  members. 

If  you  aren't  a  member,  why  not  call  our 
toll-free  number  for  an  application?  We  think 
you'd  fit  right  in.  After  all,  we  know  one  when 

we  see  one,  too.     Minimum  52.000  Sublet  to  legal  restrictions. 


1INERS  CLUB  MEMBER.  YOU  KNOW  ONE  WHEN  YOU  SEE  ONE 

If  you  want  to  be  one,  call  1-800-525-7000 
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career,"  which  includes  printing,  film 
separation  and  graphic  arts  interests,  all 
successful  and  all  doing  husiness  primar- 
ily with  the  entertainment  industry. 

Lidtke's  certainly  in  with  both  feet. 
When  the  Palace  reopens  in  November, 
he  still  could  be  parroting  the  line  that 
made  the  place  famous — "It's  great  to  be 
back  here  at  the  Palace,  folks." 


Rating  the  rate  setters 

The  seemingly  ubiquitous  conflicts  with 
environmentalists  and  the  regulatory  mi- 
asma that  surrounds  nuclear  power — not 
to  mention  the  accident  at  Three  Mile 
Island — have  scared  off  analysts  and  in- 
stitutional investors  alike.  But  they 
haven't  scared  off  Eugenie  Harris  Gross. 
"I'm  recommending  utility  companies 
with  high  nuclear  investments,"  says 
Gross,  40,  director  of  research  for  Stuart 
Brothers.  "Oil  is  the  villain,"  she  says. 
"Staying  with  oil  has  really  horrendous 
implications.  There  are  immediate  alter- 
natives such  as  gas  and  coal,  but  nuclear 
seems  to  be  the  best  answer  on  a  large, 
long-term  scale." 

Gross,  the  only  female  research  direc- 
tor on  the  sell  side  on  Wall  Street,  is  used 
to  parting  from  the  crowd.  Along  with 
other  top  utilities  analysts,  she  has  a 
system  for  rating  state  regulatory  com- 
missions. But  while  some  of  her  com- 


Stuart  Brothers'  Eugenie  Gross 
High  on  nukes. 


petitors  put  commissions  into  as  few  as 
six  categories,  Gross  takes  their  measure 
.on  a  100-point  scale.  "I  tried  to  develop  a 
broad  scale  so  I  can  shift  them  around 
without  creating  too  much -havoc,"  she 
says.  "With  the  regulatory  weighting  be- 
ing about  25%  of  the  company's  rating,  I 
wanted  it  to  be  less  volatile." 

Among  the  commissions  she  rates 
high — meaning,  commissions  less  in- 
clined to  automatically  give  utilities  a 
raw  deal  on  rate  cases — are  Indiana's  and 
Texas',  both  of  which  rate  90  on  the 
Gross  scale.  The  worst?  Louisiana's, 
with  a  rating  of  15. 

In  general,  Gross  says,  commissions 
are  getting  better.  "Many  more  commis- 
sioners come  out  of  business  and  have  a 
better  understanding  of  inflation,"  she 
says.  "Also,  fewer  appointments  are  sole- 
ly politically  motivated."  She  thinks  the 
utilities,  too,  are  improving.  Not  only  are 
they  getting  a  break  from  the  improved 
commissions,  but  they  have  better  man- 
agement and  a  more  conservative  con- 
struction policy  than  they  had  in  the  late 
Sixties  and  early  Seventies. 

Born  in  upstate  New  York  and  raised 
near  Philadelphia,  Gross  has  a  B.A.  in 
history  and  English  from  Rutgers  Uni- 
versity, a  Ph.D.  in  comparative  literature 
from  New  York  University  and  an 
M.B.A.  from  Fordham.  Before  arriving  at 
Stuart  Brothers  about  a  year  ago,  she  was 
a  senior  industrial  analyst  for  The  Bank 
of  New  York  and  before  that,  a  utility 
regulatory  analyst  and  corporate  finance 
associate  for  Kuhn  Loeb  &  Co.  Though 
she's  high  on  nuclear  power,  Gross  has 
made  her  own  personal  adjustment  to 
the  energy  crunch.  "I  gave  away  my 
blender  and  electric  mixer,"  she  says, 
laughing,  "and  I've  gone  back  to  a  wood- 
en spoon." 

All  jet,  finally 

Tiny  Air  Florida  Inc.  passed  another 
milestone  a  few  weeks  ago  when  it  held  a 
sort  of  celebration  in  Key  West  and 
phased  out  the  last  of  the  almost  quaint 
DC-3s  it  acquired  when  it  bought  tinier 
Air  Sunshine  last  November.  Now  its 
slogan — "All  jet  all  the  time" — is  more 
than  just  a  case  of  reach  exceeding  grasp. 

C.  Edward  Acker,  50,  and  a  group  of 
investors,  including  American  Financial 
Corp.,  bought  into  Air  Florida  a  couple  of 
years  ago.  Since  then  Acker  has  been 
transforming  it  from  a  grabby  intrastate 
carrier  to  a  pint-size  international  air- 
line. When  Pan  Am  made  its  move  for 
National  back  in  1978,  Acker  made  a  bid 
for  National's  route  from  Miami  to  Lon- 
don. Shaky  but  well-connected  Eastern  is 
also  trying  to  get  the  route,  but  Acker 
still  thinks  he's  got  a  good  chance,  espe- 
cially with  a  $184  one-way  fare. 

Though  he  has  been  CEO  of  Air  Flor- 
ida for  only  a  couple  of  years,  Acker  is  an 
old  hand  at  long  reaches.  He  spent  a 


Air  Florida 's  Acker 
If  not  Toledo,  how  about  Londotl 

decade  at  Braniff  brilliantly  runrl 
financial  side  of  its  big  growth,  bv.| 
shadow  of  jetstar  CEO  Harding 
rence.  Acker  quit  as  president  in 
try  his  hand  at  insurance  and  theiT 
ing  before  he  put  together  the  grc 
took  over  Air  Florida  from  its  I 
Florida  business  executive  Eli  Til 

The  best  that  Air  Florida  coul 
with  the  little  capital  Timonei 
muster  was  $4.7  million  in  the  fisi 
that  ended  July  31,  1977.  The  fi: 
that  the  line,  founded  in  1972,  i 
profit  was  fiscal  1978,  when  the 
group's  money  and  managemen 
than  tripled  revenues,  to  $16.9 
and  finally  turned  a  profit  of  $  132 
1  cent  a  share.  As  the  books  c! 
fiscal  1979,  it  looks  as  though  Ail 
will  more  than  double  its  gross,  td 
$45  million  with  net  of  $2  mill 
about  20  cents  a  share. 

To  get  there — and  consideri 
competition's  muscle,  it's  a 
there — Acker  has  pushed  Air  Flc 
over  the  eastern  seaboard  with 
from  Florida  to  St.  Croix,  the  Bd 
even  Turks  and  Caicos  and  into 
play  for  the  big  time  with  flij 
Washington,  Philadelphia  and  Ne 
at  prices  lower  than  the  competit 

An  attempt  last  June  to  run  a 
between  New  York  and  Toledc 
last  month  for  lack  of  business, 
was  building  up,"  says  Acker  witl 
nimity,  "but  there  just  wasn't  eni 

All  this  activity  has  created 
Acker  insists  is  "the  fastest  grow 
line  ever."  But  with  outfits  like  I 
Delta  and  Braniff,  among  others, 
for  business  and  not  too  happy  al 
uppity  little  battler,  Acker  may  fil 
his  skill  and  daring  taxed  to  the  1: 
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When  you  can  isolate  your  best  international  prospects 


It  really  is  a  small  world 


Whether  your  marketing  program 
dictates  the  broadest  possible  cover- 
age, or  the  pinpoint  accuracy  of 
market-by-market  advertising,  the 
regional  editions  of  Newsweek 
international  bring  the  cream  of  the 
international  business  community 
to  the  top. 

You  can  select  the  precise  geographic 
areas  where  your  sales  opportunities 
exist:  all  of  Europe;  the  Common 
Market  only;  East  Asia,  excluding  the 
Philippines;  just  Korea... There  are 
47  regional  editions  available,  allow- 
ing you  to  direct  your  advertising 


messages  to  the  precise  audience 
you  need. 

As  our  circulation  grows  (faster  than 
any  other  international  medium) 
our  high-profile  demography  holds- 
even  climbs.  That  means  you  reach 
more  people  who  are  real  prospects; 
and  you  increase  your  efficiency 
by  concentrating  on  the  regions 
you  need. 

It's  a  unique  combination. ..high- 
prospect  density  the  world  over. . . 
pinpoint  editions  to  eliminate  waste. 

Both  in  an  atmosphere  of  editorial 
authority  and  impact. 


You  find  it  in  one  magazine. 

ONLY 


THE 

INTERNATIONAL 
NEWSMAGAZINE 


SALES  OFFICES  New  York  •  Chic  ago  •  Los  Angeles  •  San  Francisco  •  London  •  Amsterdam  •  Frankfurt/Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  •  Sydney  •  Tokyo 

TO: 


Our  cable  technology  is 
light  years  ahead 


GK  Technologies  is  meeting  today's  demands  and 
tomorrow's  challenges  with  technological  expertise: 
...In  Communications  Cable.  Our  General  Cable 
Company  has  been  a  leader  in  communications  cable  tech- 
nology for  decades.  We  are  the  leading  independent  supplier 
of  cable  and  related  products  to  the  telephone  industry  as 
well  as  to  construction  and  transportation  markets. 
...In  Lightwave  Communications  our  future  is  bright 
We  are  pioneering  the  use  of  fine  glass  fibers- like  those 


Dtjiyiuiu,  diiu  iui  myit  5>pt!fcKj  uorTimuriiuaiiuri  niiKb  set viny 
NASA,  the  U.S.  Air  Force  and  the  railroad  industry. 
...In  Electronics.  Our  Sprague  Electric  subsidiary  is  the 
nation's  leading  manufacturer  of  fixed  capacitors  and  a 

GK  Technologies 

Incorporated 
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The  beginning 
of  the  end 


you  believe  inflation  is  about  to 
fbu  wouldn't,  not  with  $1.10  for  a 
f  gasoline,  $340  for  an  ounce  of 
d  13%  charged  for  bank  loans? 
ieving,  because,  yes,  inflation  is 
y  about  to  slow  down, 
e  emerging  economic  slowdown 
,  it  would  be  most  extraordinary 
te  of  inflation  did  not  also  begin 
ne,"  says  Geoffrey  H.  Moore,  di- 
f  the  Center  for  International 
s  Cycle  Research  at  Rutgers  Uni- 
and  formerly  a  close  associate  of 
F.  Burns.  Inflation  has  dropped 
in  eight  of  the  nine  economic 
ns  since  World  War  II,  Moore 
nd  in  that  ninth  downturn — 
here  wasn't  any  significant  infla- 
start  with. 

t,  we've  had  13%  inflation  be- 
ck in  October  1947  prices  were 
g  at  a  13.5%  annual  rate;  after 
of  business  slump,  prices  were 
declining  at  a  4.2%  rate.  Again, 
1956  the  inflation  rate  was  4.3%; 
>o,  disappeared  over  a  two-year 


period  (see  chart). 

Today's  13%  inflation  rate  is  six  parts 
oil,  maybe  two  parts  food  plus  a  good 
shot  from  high  interest  charges  and  high 
home  costs.  Metal  prices  have  been 
pushed  up  by  speculation;  farmers  have 
kept  prices  up  by  withholding  bumper 
crops  from  the  market,  and  the  President 
and  Congress,  through  legislation  and 
regulation,  have  actually  reduced  compe- 
tition and  helped  fix  prices  at  artificially 
high  levels. 

But  the  law  of  supply  and  demand  has 
not  been  repealed,  and  as  demand  falls 
prices  won't  be  far  behind.  "Contrary  to 
common  belief,"  says  Moore  in  the  Con- 
ference Board's  magazine  Across  the 
Board,  "inflation  has  generally  started  to 
accelerate  together  with  the  economy, 
without  waiting  for  capacity  limitations 
or  bottlenecks  to  appear.  One  of  the  first 
things  to  accelerate  [in  inflation]  is  the 
cost  of  materials,  and  these  prices  are 
also  among  the  first  to  decelerate."  And 
when  demand  slackens,  high-cost  over- 
time hours  are  curtailed  and  lower  bor- 


rowing costs  develop.  These  and  similar 
developments  ease  the  upward  price 
pressures. 

There's  another  key  factor.  Higher  en- 
ergy prices  will  be  reflected  in  fewer  dol- 
lars available  for  food,  entertainment, 
clothing — heat  or  eat.  The  Federal  Re- 
serve is  determined,  too,  to  help  curb 
demand  by  holding  down  the  amount  of 
credit  it  creates — almost  whatever  the 
interest  cost,  barring  the  unfolding  of 
hazardous  economic  conditions. 

The  central  bank's  staunch  inflation 
fighter,  Fed  Governor  Henry  C.  Wallich, 
says:  "We  delude  ourselves  if  we  believe 
that  a  cure  will  not  be  painful  and  cost- 
ly." With  energy  sopping  up  spare  dol- 
lars, less  will  be  bought,  less  produced, 
unemployment  will  climb,  and  living 
standards  will  dip.  Those  that  want  to 
keep  selling  won't  be  raising  prices. 
Then  inflation  will  abate. 

How  far  down  will  inflation  dip?  The 
Federal  Reserve  Bank  of  San  Francisco 
sees  the  underlying  inflation  rate  at 
7% — that's  an  estimate  of  what  the  rate 
would  be  after  the  spillover  effects  of  the 
oil  shock  are  digested.  Not  long  after,  the 
bank  study  notes,  "the  inflation  rate 
could  perhaps  decline  to  as  low  as 
4'/2%."  Unreasonable?  Remember  that 
in  April  1976,  following  the  1974-75  re- 
cession, the  inflation  rate  was  only  4. 7%. 

When  will  it  happen?  If  the  recession 
ends  late  this  year  or  early  in  1980,  the 
inflation  trough  could  come  in  1981. 

Who  will  be  buying  gold  then?  Will 
stocks  be  in  the  850  Dow  Jones  industri- 
al average  range,  or  will  money  pour  into 
the  stock  market  as  bond  yields  drop?  All 
things  come  to  him  who  waits.  ■ 


The  odds  on  slowing  inflation 

very  economic  slowdown  in  recent  years  has  brought  with  it  a     however,  will  depend  not  only  on  the  severity  of  the  economic 
owdown  in  the  inflation  rate.  The  pattern  should  repeat  in    decline  but  also  on  how  much  unemployment  the  President, 
le  present  slowdown.  How  much  the  inflation  rate  drops,    the  Congress  and  the  Federal  Reserve  will  tolerate. 

a  rate  (CPI) 

1 

1 

1        1  1 
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ote  Shaded  area  represents  slowdown  or  recession                                                                           Source:  National  Bureau  of  Economic  Research 

OCTOBER  1.  1979 


149 


Capital  Markets 


MONEY  &  INVESTMENT! 


It  hasn't  happened  yet,  but  the  end  of  high 
prices  and  low  yields  on  junk  bonds  is  now 
at  hand,  due  to  a  high  cost  of  "carry. " 

WAIT  FOR 
THE  PANIC 


By  Ben  Weberman 


The  excruciating- 
ly  high  interest  rate 
pattern  that  the  Fed- 
eral Reserve  is 
pressing  on  us  all 
and  on  the  money 
market  is  going  to 
create  great,  high- 
rate-of-retum  bar- 
gains in  the  lower- 
quality  bond  mar- 
ket. It  hasn't  happened  yet,  however. 

Up  to  now,  the  prices  of  junk 
bonds — that  is,  lower-quality  debt  is- 
sues— have  been  supported  by  the 
popularity  of  mutual  funds  specializ- 
ing in  lower-quality,  high-yielding 
fixed-income  issues.  Because  the 
funds  have  been  bought  eagerly,  port- 
folio managers  have  been  forced  to  bid 
up  prices  of  a  relatively  scarce  supply 
of  lower-rated  issues. 

The  consequence  is  that  these  se- 
curities have  not  fallen  in  price  (in- 
creased in  yield)  nearly  as  much  as  is 
usual  during  periods  when  the  Fed  is 
in  the  process  of  tightening  credit. 
Not  yet,  that  is. 

The  end  of  high  prices  and  low 
yields  on  junk  bonds  is  now  at  hand, 
however,  because  the  Fed  has  raised 
short-term  rates  to  the  point  where 
dealer  financing  costs  are  above  the 
yield  on  most  issues  of  this  caliber.  If 
dealers  and  underwriters  hold  a  bond 
paying  10%  to  10.5%,  while  the  cost 
of  financing  is  9%  or  less,  they  make  a 
good  profit  in  the  "carry."  But  raise 
the  financing  cost  to  a  point  that  cre- 
ates a  negative  carry  and  dealers  han- 
dle the  bonds  as  if  they  were  hot  pota- 
toes. Prices  come  under  pressure  be- 
cause dealers  try  to  resell  bonds  as 
soon  as  they  acquire  them. 

A  Fed  credit  squeeze  is  frequently — 
almost  normally — followed  by  reces- 
sion. Recession  brings  lower  interest 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


rates  and  higher  prices  for  most  debt 
issues,  but  most  investors  prefer  to 
stick  with  quality  issues  when  times 
are  bad.  They  would  rather  be  safe 
than  sorry. 

In  1973,  when  the  country  was  still 
living  in  the  innocent  days  of  $4-a- 
barrel  oil,  industrial  bonds  rated  Baa 
carried  a  yield  of  only  7.8%,  while  Aa- 
quality  issues  were  offering  a  return  in 
the  7.3%  range — the  yield  gap  was 
small.  When  business  seems  safe  and 
secure,  investors  stretch  for  higher 
yield  of  lower-quality  offerings.  The 
consequence  is  that  yield  differentials 
narrow.  They  widen  very  quickly 
when  slowdown  and  recession  loom, 
making  investors  conscious  of  qual- 
ity, something  they  tend  to  overlook 
in  sunny  times. 

By  February  1975 — well  into  the 
1974-75  recession — high-grade,  safe- 
and-secure  industrial  bonds  carrying  a 
rating  of  Aa  were  yielding  8.6%  and 
Baa-rated  debt  issues  were  offering 
1 1.5%.  In  contrast  to  the  March  1973 
spread  of  about  one-half  of  1%,  the 
yield  spread  between  high-quality  and 
low-quality  bonds  widened  to  3%. 

The  time  to  buy  low-quality  bonds 
is  in  the  early  stages  of  a  recovery — 
before  most  investors  have  regained 
confidence  and  when  quality  still 
commands  a  handsome  premium. 
Within  a  year,  after  the  1975  crunch, 
the  Baa  issues  were  carrying  a  return 
of  only  10%.  Later,  in  the  expansion 
of  1977,  the  yield  for  Baa  issues  hit 
8.85%  in  February.  This  was  quite  a 
comedown  for  yields  (and  a  come-Hp 
for  bond  prices)! 

Where  are  they  now?  The  detailed 
track  records  kept  by  Salomon  Broth- 
ers has  Aa-rated  industrials  yielding 
9.55%  and  Baa-rated  securities  with  a 
return  of  10.35%  in  early  September. 
Don't  go  for  marginal  issues  for  only 
80  basis  points  of  additional  yield. 
Timing  is  important. 

If  you  are  one  of  the  pessimists  who 
think  that  the  recession  will  be  deep, 
with  many  corporate  casualties  before 


inflation  moderates,  you  may  wi 
stay  with  U.S.  Treasury  issues 
now  yield  about  9.1%.  Major  ini 
tions,  which  have  billions  of  doll^ 
cash  equivalent  investments,  co| 
ue  to  nibble  at  this  longer-term 
ket  rather  than  to  buy  junk  bondl 
a  result,  prices  of  long-term,  1 
quality  debt  issues  have  been  fit 
the  present,  very  weak  money 
ket.  Billions  of  dollars  of  additi 
buying  power  remain  ready  for  ini 
ment  and  will  continue  to  suppoB 
market. 
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Bell  gets  a  wrong  numbe 

Investors  can  pick  up  some 
quality  bargains  because  of  a  Bell 
tern  boo-boo  in  pricing  new  offer 
Traditionally,  Bell  subsidiaries 
debentures  which  may  be  called  a 
company's  option  after  the  first! 
years.  Sweetening  the  redemption 
relatively  high  initial  call  price, 
when  Northwestern  Bell  Telephoi 
August  sold  S300  million  of  Aaa-i 
9'/2%  debentures  due  in  2016,  i 
fered  a  call  price  in  1984  of 
104.75.  This  was  a  marked  depai 
from  prior  practice.  In  March, 
Southwestern  Bell  sold  $450  mi 
of  95/ssduein2019,  the  1984  call  j 
was    108.04.   The   investor  bu| 
Southwestern  at  the  original 
price  of  99.75  would  get  almost  a 
year's  interest  in  the  premium 
price  if  rates  fell  in  five  years  anc 
issue  were  refunded.  But  the  No 
western  Bell  call  price  of  104.75 
only  about  half  a  year's  interest  b« 
for  early  call. 

A  good  many  investors  appare 
did  not  read  the  fine  print  and  leai 
quickly  of  the  new  practice  only 
they  owned  the  debentures, 
showed  their  displeasure  on  Sep 
when    another    AT&T  subsid 
South  Central  Bell,  came  out  wi 
S250  million  debenture  due  in 
callable  at  104.75.  The  company 
to  place  a  coupon  of  9%%  and  a  [ 
of  98.78  to  yield  10%  on  the  securi 
to  attract  buyers. 

In  the  meantime,  the  aversio: 
the  Northwestern  debt  sent  the  f 
plummeting  to  96V4.  At  this 
pressed  price  level,  the  new  b 
picks  up  a  security  that  has  an  ei 
point  premium  from  purchase  pru 
call  price  and  gets  a  yield  of  air 
10%  to  maturity. 

Bell  may  not  have  expected 
strong  reaction  to  its  innovat 
Now  that  the  debt  has  settled  intc 
basement,  it  has  both  yield  and 
protection.  ■ 
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I  How  to  put  65  of 
your  brokerage 

commissions  back  into 
the  market 


As  things  now  stand,  not  even  active 
ivestors  can  ever  be  fully  invested. 
A  sizeable  part  of  their  money  is  paying 
roker  commissions. 

Fidelity  Brokerage  Services  is  a  smart 
way  to  change  all  that.  For  openers,  we 
charge  up  to  65%  less  in  commissions. 

Moreover,  the  professional  services 
ou  need  as  an  independent  investor  are 
;eadily  available.  Executions  are  prompt. 
Accounts  are  accurately  maintained. 

Best  of  all,  credit  balances  awaiting 
einvestment  will  earn  interest  at  rates 
Lied  to  current  money  market  yields. 

If  you'd  like  to  have  substantially  more 
p  put  in  the  market,  turn  to  an  estab- 
ished  firm  that's  turning  things  around. 
3all  Fidelity  toll-free  or  return  our 
oupon  today. 


Call  Free 
(800)343-6530 

In  Mass.  Call  Collect  (617)  367-9659 


FIDELITY 

BROKERAGE  SERVICES,  INC. 


A.  member  of  the  Fidelity  Management  Group  serving 
•ver  450,000  investors  worldwide. 


Fidelity  Brokerage  Sen/ices,  Inc. 
RO.  Box  2698,  Dept.  JB  100179 
201  Devonshire  St. 
Boston,  MA  02208 

Please  send  complete  information 
regarding  your  services. 

NAME 
ADDRESS 

CITY  STATE  ZIP 


TELEPHONE 

Members  NASD  SlPC 
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The  scariest  scenario  for  another  financial 
disaster  is  the  collapse  of  the  huge  credit 
structure  that  has  been  recklessly  built  up. 

REMEMBERING 
1929 


By  Heinz  H.  Biel 


Fifty  years  ago 
this  month  the 
stock  market 
crashed.  The  un- 
precedented sever- 
ity of  the  crash  trig- 
gered the  deepest 
and  longest  world- 
wide depression  in 
modern  economic 
history.  No  one  who 


lived  through  this  period,  even  those 
who  were  not  singed  by  it  directly, 
will  ever  be  able  to  forget  it.  Nor 
should  it  be  forgotten. 

Can  history  repeat  itself?  Most 
economists  say  no,  pointing  at  all  the 
safeguards  that  have  since  been  built 
into  our  political  and  economic  struc- 
ture and  at  all  the  lessons  the  econo- 
mists are  supposed  to  have  learned 
from  the  1929-32  debacle.  I  am  not  so 
sure  that  this  is  so. 

A  stock  market  crash,  such  as  hap- 
pened 50  years  ago,  is  improbable  to- 
day, partly  because  prices  of  most 
stocks  are  anything  but  inflated,  part- 
ly because  there  has  been  no  rampant 
speculation,  but  largely  because  only  a 
relatively  small  proportion  of  stock  is 
held  on  margin.  Now  it's  50%,  not 
10%  or  less  as  was  the  case  in  1929. 

However,  deep  and  world-shaking 
depressions  need  not  be  triggered  by 
events  in  the  stock  market.  Paul  Erd- 
man's  The  Crash  of  '79  has  a  different 
scenario.  And  there  are  others,  the 
scariest  being  the  collapse  of  the  huge 
credit  structure  that  has  been  reck- 
lessly built  up  all  over  the  world  in  the 
past  two  decades.  I  don't  want  to 
think  the  unthinkable,  but  neither 
should  we  live  under  the  illusion  that 
it  can't  ever  happen  again.  While  Mr. 
Erdman  seems  to  have  been  prema- 
ture in  his  timing,  it  should  be  k.  pt  in 
mind  that  major  disasters  are  not  ad- 


Heinz  H  Biel  is  a  rice  president  of  the  NYSE 
firm  of  homey  Montgomery  Scott. 


vertised  in  advance.  If  they  were,  they 
probably  would  not  happen. 

Meanwhile,  of  course,  life  goes  on 
routinely  and  we  keep  worrying  about 
all  the  same  problems  with  which  we 
have  been  living  for  many  months. 
Paying  no  attention  to  these  prob- 
lems, the  various  stock  averages  have 
been  climbing  recently  to  the  best  lev- 
els in  years.  As  a  consequence,  stocks 
are  no  longer  quite  as  cheap  as  they 
had  been  earlier  this  year.  While  the 
risk/reward  ratio  is  not  as  lopsidedly 
favorable  as  before,  the  alternative  of 
holding  too  much  cash  or  bonds  car- 
ries risks  of  a  different  sort  and  offers 
no  rewards  at  all. 

I  have  always  had  misgivings  about 
industries  whose  profitability  de- 
pends on  the  price  of  commodities 
over  which  management  has  little  or 
no  control  at  all.  Copper  mining  is 
typical.  Lower  prices  don't  do  much 
to  stimulate  consumption,  and  some 
countries  have  to  keep  producing  as 
much  as  they  can,  even  at  a  loss,  be- 
cause of  their  desperate  need  of  for- 
eign exchange.  We  have  seen  only  re- 
cently what  a  situation  like  this  does 
to  earnings  of  American  copper  pro- 
ducers. They  are  supercyclical.  Lately, 
however,  copper  caught  inflation  fe- 
ver and  its  price  soared — almost  like 
gold  and  silver. 

This  is  a  rather  lengthy  introduc- 
tion to  a  few  kind  words  on  Kennecott 
Copper  (26).  To  be  sure,  the  caveats  on 
the  industry  also  apply  to  Kennecott, 
the  largest  domestic  copper  producer. 
But  there  are  a  few  pluses  that  may 
not  have  been  adequately  recognized 
by  the  investing  public  who  remem- 
ber the  company  as  it  teas,  which  is 
quite  different  from  the  way  it  is.  The 
great  change  is  in  management,  now 
headed  by  Thomas  D.  Barrow,  who 
was  a  senior  Exxon  executive  before 
accepting  the  top  job  at  Kennecott. 

Mr.  Barrow  plans  to  spend  relative- 
ly huge  amounts  of  money  over  the 
next  several  years  on  mining  projects 
which  had  not  been  getting  an  ade- 


quate share  of  capital  expendit) 
from  the  company's  previous  reg 
The  obvious  objective  is  to  make  1 
necott  a  low-cost  producer.  WhJ 
will  actually  do  to  earnings  is  impi 
ble  to  predict  in  a  period  of  high  n 
tion.  If  the  company  earns  $3.1 
share  this  year,  as  management 
pects,  its  earnings  potential  unden 
cumstances  similar  to  those  wl 
now  prevail  might  be  two  or  t 
times  as  great  when  planned  mil 
property  investments  begin  to  pa> 
This  is  not  imminent,  of  course, 
in  the  meantime  prospects  for 
near  term,  i.e.,  1980  and  1981, 
largely  depend  on  the  price  of  cop 
which  few  people  are  courage 
enough  to  predict. 

Kennecott  also  owns  the  Carbo: 
dum  Co.,  which  the  former  man 
ment  acquired  at  a  rather  steep  p; 
This  was  done  in  order  to  get  n 
the  cash  Kennecott  had  received 
the  involuntary  sale  of  Peabody  (J 
It  was  meant  to  make  Kenneco 
less  desirable  takeover  target.  Ca 
rundum  is  an  excellent,  dynamic  c| 
pany,  and  its  earnings  should  serv 
cushion  the  often  violent  fluctuati 
in  the  price  of  copper. 

Kennecott  had  two  dividend 
creases  this  year;  the  present  rat 
$1.20.  I  consider  the  stock  a  sped 
tive  investment,  attractive  but 
suitable  for  widows-and-orphans-t 
accounts.  Institutions  seem  to  B 
only  about  12%  of  the  stock,  whii 
think  is  good,  because  what  t 
don't  own  they  cannot  sell.  (For 
sake  of  full  disclosure  I  should  si 
that  my  wife  owns  some  Kennei 
shares.  This  should  not  be  taken  a\ 
endorsement  of  my  comments, 
cause    her    investment  adviser 
known  to  have  made  errors  before! 

Some  of  Mr.  Carter's  proposal; 
solve  the  oil-energy  "crisis"  are 
likely  to  produce  results  in  the  r 
future.  Some  things  are  so  much  rrj 
easily  said  than  done.  I  am  not  e! 
talking  about  building  a  sinful,  I  mi  I 
synfuel  industry  from  scratch, 
about  simpler  things,  like  switch  I 
from  oil  to  coal.  Conservation  is  I 
other.  Insulating  the  home  might  s  I 
fuel,  but  when  people  look  at  tl  I 
attic,  they  just  shudder,  and  wl  I 
they  get  an  estimate  of  the  cost,  t.  I 
shudder  again  and  are  apt  to  say 
hell  with  it.  Nevertheless,  if  you 
lieve  in  "concept  stocks"  of  this  ki 
Owens-Coming  Fiberglas  (30),  tertu 
teed  Corp  (17)  and  PPG  Industries  [ 
have  merit.  They  are  all  import! 
makers  of  insulating  materials.  ■ 
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Should  you  be  buying  or 
selling  these  stocks  now? 

United's  advice  may  surprise  you 

Gambling  Stocks 

Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  advice 


Bally 

Caesar's  World 
Del  Webb 
Gen.  Inst. 


Golden  Nugget 
Harrah's 
Hilton  Hotels 
Holiday  Inns 
Showboat 


MGM 
Playboy 
Ramada  Inns 
Resorts  Int'l 


30  Active  Stocks 


Amerada  Hess 
Am  Home  Pr 
Am  Motors 
ATT 

Atl  Rchf  Id 


Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  advice 

IBM 


Boeing 
Charter  Co 
Citicorp 
Digital 
Dow  Chem 


East  Kodak 
Exxon 
Gen  Elec 
Gen  Motors 
Gulf  Oil 


Kmart 
NLT 

Occi  Pet 


Pan  Am  Air 
PepsiCo 
Polaroid 
Sears 
Sterl  Drug 


Texaco 
UAL 

West  Elec 

Woolworth 

Xerox 


75  Utility  Stocks 


Facts,  figures,  appraisal  of  risk,  and  specific  advice 


Allegheny  Pwr 
Am  Ele  Pwr 
Ariz  PubSer 
Atlantic  City 
Bait  G  &  E 
Boston  Ed 
Carolina  Pow 
Cent  III  P  S 
Cent  La  En 
Cent&SW 
Cent  Maine 
Cinci  G  &  E 
Cleveland  El 


Com  Ed 
Consol  Ed 
Consumers  Pwr 
Dayton  P&L 
DelmarvaP&L 
Detroit  Ed 
Duke  Pwr 
Duquesne  Lt 
Eastern  Util 
Fl  Pwr 
Fl  PwrLt 
Gen  Pub  Util 
Gulf  States 


Hawaiian  Elec 
Houston  Ind 
Idaho  Pwr 
Illinois  Pwr 
Indianapolis  P&L 
Kansas  City  P&L 
Kansas  P&L 
Kentucky  Util 
Long  Island  Lt 
Louisville  G  &  E 
Middle  South 
Montana  Pwr 
New  England  Elec 


New  Eng  G  &  E 
NY  State  El 
Niagra  Mohawk 
Northeast  Ut 
North  Ind  PubSv 
No  States  Pwr 
Ohio  Ed 
OklaG&E 
Pacific  G  &  E 
Pacific  Pwr&L 
Penn  Pwr 
PhilaElec 


Portland  Gen  El 
Potomac  Elec 
PubSerofCol 
PubSer  E&G 
PubSerlnd 
PS  New  Hamp 
Puget  Sound 
P  S  New  Mex 
Rochester  G  &  E 
San  Diego  G  &  E 
So.  Calif  Ed 
So.  Carolina 


Southern  Co 
Southwest  Pub  Ser 
Tampa  Elec 
Texas  Util 
Toledo  Ed 
Tucson  G  &  E 
Union  Elec 
Utah  Pwr&Lt 
VirginiaE&P 
Wash  Water  Pwr 
Wsconsin  Elec 
Wisconsin  P  S 


SPECIAL  BONUS  REPORT 


60  Money  Market  Funds 

United  recommends  6  favorites  as  a  relatively  risk-free  way  to  get  1 0%  on  your  money. 


Plus— as  a  bonus— a  full  8-Week  subscription  to  United  Reports 

•  Stock  Market  Analysis  and  specific  recommendations   •  General  Business  Forecast   •  The  Supervised  List 
•  Buying  advices  of  other  services   •  Bonds  and  Preferred  Stocks   •  Stocks  to  sell  or  avoid   •  New  product  studies 

•  Views  of  leading  authorities .  . .  and  much  more  ^ 

8-issue  subscription  to  United  Reports  alone  is  a  $19  value— this  entire  package  only 

Mail  the  postage-paid 
card  today  for  this  big 
package  of  advice 
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Commodities 


MONEY  &  INVESTMENT! 


The  persistence  of  high-priced  gold  will  help 
boost  the  world  gold  supply  by  extending 
the  life  of  old  properties. 

DOES  GOLD 
STILL  GLITTER? 


By  Stanley  W.  Angrist 

If  my  readers  are 
any  measure,  more 
and  more  Ameri- 
cans are  now  taking 
an  interest  in  gold. 
Americans,  who  for 
years  were  not  al- 
lowed to  own  gold 
legally,  and  who 
seemed  to  feel  more 
comfortable  with 
stocks  and  bonds,  are  beginning  to 
respond  like  Europeans:  They  want  to 
own  gold  as  a  store  of  value  in  an 
inflationary  world. 

A  decade  ago,  the  price  of  gold  was 
fixed  by  the  U.S.  government  at  an 
artificially  low  level.  This  caused  the 
metal  to  be  cheap  relative  to  the  price 
of  other  goods  and  services.  Since 
then,  gold's  relative  and  absolute 
prices  have  increased  dramatically. 
Now  the  real  price  of  gold  is  well 
above  previous  peaks.  By  historic 
standards,  gold  is  now  dear.  Should 
today's  high  valuation  for  gold  damp- 
en our  expectations  as  to  this  metal's 
potential  for  further  price  apprecia- 
tion? By  what  mechanism,  if  any,  will 
a  high  real  price  for  gold  tend  to  dissi- 
pate strength  in  this  metal: 

It  is  interesting  to  note  that  in  the 
1930s,  when  the  real  price  of  gold 
went  up,  a  major  expansion  in  mine 
production  took  place.  Most  observers 
don't  believe  that  such  a  phenomenon 
will  take  place  this  time  because  real 
costs  in  South  Africa  and  other  poten- 
tial mining  areas  have  increased  ap- 
preciably, and  because  mineable  re- 
serves are  now  more  limited,  even  at 
prices  over  $250.  I  wouldn't  bet  on  it, 
though.  Gold  is  by  no  means  entirely 
exempt  from  the  law  of  supply  and 
demand.  Certainly,  the  persistence  of 
high-priced  gold  will  help  to  boost  the 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  of  Sensible 
Speculating  in  Commodities. 


world  gold  supply  by  extending  the 
life  of  old  properties  and  stimulating 
some  new  mine  exploration  and  de- 
velopment. Inevitably,  too,  the  higher 
prices  will  bring  additional  gold  out  of 
hiding.  Consider  these  facts: 

In  1978  sales  by  governments  and 
government  bodies  rose  sharply,  from 
about  241  to  about  360  metric  tons. 
Of  the  latter  total,  194  tons  were  sold 
by  the  International  Monetary  Fund 
and  126  tons  by  the  U.S.  Treasury. 
Free  World  mine  production  rose  an 
estimated  4%,  to  1,010  metric  tons. 
Demand  for  gold  used  in  the  fabrica- 
tion of  jewelry  sold  in  developed  coun- 
tries probably  rose  between  12%  and 
15%.  Jewelry  sales  were  very  strong  in 
the  U.S.,  despite  the  higher  prices. 
But  by  far  the  largest  percentage 
change  in  gold  demand  during  1978 
was  the  near-doubling  in  sales  of  offi- 
cial coins,  from  136  tons  in  1977  to 
about  255  tons  last  year.  The  lion's 
share  of  this  increase  was  accounted 
for  by  the  South  African  krugerrand, 
sales  of  which  amounted  to  187  tons 
(6,012,293  coins)  or  about  73%  of  to- 
tal official  coin  sales.  Last  year  ap- 
proximately 27%  of  South  Africa's 
gold  production  went  for  minting  of 
krugerrands,  up  sharply  from  only 
15%  in  1977. 

Now  another  country  has  joined  the 
gold  coin  rush.  On  Sept.  6  Canada 
started  offering  its  $50  gold  piece,  the 
maple  leaf,  as  a  means  of  grabbing 
some  of  the  krugerrand  business.  The 
maple  leaf  will  probably  be  more 
widely  offered  than  the  krugerrand. 
Merrill  Lynch,  which  withdrew  from 
the  krugerrand  market,  apparently  for 
political  reasons,  has  started  to  offer 
the  maple  leaf.  Like  the  krugerrand, 
the  Canadian  coin  will  contain  exact- 
ly one  troy  ounce  of  .999  fine  gold. 
The  Canadian  Mint  says  that  it  will 
produce  a  million  of  these  coins  in 
1979  and  another  two  million  in  1980 
and  1981.  The  mint  has  authorized  a 
limited  number  of  dealers  in  the  U.S., 
Canada  and  Europe  to  market  them. 


In  the  U.S.,  the  dealers  include  M 
Lynch,  Monex,  Mocotta  M 
Corp.,  J.  Aron  &  Co.  and  Rep 
National  Bank. 

Some  brokerage  houses  offer 
methods  of  owning  gold  besides 
maple  leaf  coin.  Customers  may 
chase  gold  bars  in  three  sizes:  | 
kilogram  bars  (32.15  troy  ourn 
100-ounce  and  400-ounce  bars.  ] 
most  convenient  method  of  bu] 
these  bars  is  to  let  the  broker  s 
them  in  London  where  they  are 
sured  at  the  current  market  value 
keeping  the  gold  in  London,  you  ai 
sales  tax  (except  in  Ohio).  You  i 
also  buy  U.S.  depository  receipts 
specific  gold  bars  issued  by  exchai 
approved  depositories  in  New  "i 
and  Chicago.  By  using  either  of  tl 
methods,  you  avoid  the  expens« 
having  your  bars  assayed  (about 
per  bar)  should  you  take  delivery 
wish  to  sell  at  a  later  date. 

However,  most  gold  sellers 
gladly  arrange  for  you  to  take  deliil 
at  additional  cost  should  you  desir] 
have  a  set  of  really  elegant  pa 
weights  or  doorstops  around  y 
place.  One  large  wire  house  charge 
commission  of  around  1%  of  the  p 
cipal  amount  of  the  purchase  and 
other  three-quarters  of  1%  upon  : 
ing.  There  is  also  a  nonrecurring  si 
age  and  handling  fee  of  0.25%  of 
principal  amount  for  London-stc 
purchases. 

The  methods  described  above 
be  used  by  people  who  wish  to  spe 
late  on  the  price  of  gold  by  actuj 
owning  it.  Of  course,  the  other  me 
ods  of  trying  to  profit  from  rising  g 
prices  involve  the  use  of  the  futt 
market  or  gold  options.  In  the  font 
a  small  amount  of  good-faith  moi 
( usually  about  $2,000)  will  let  you  c 
trol  a  100-ounce  contract.  If  the  pi 
of  gold  goes  in  the  right  direction,  5 
could  make  several  times 
amount.  A  gold  option  lets  you  ha\ 
call  on  200  ounces  of  gold  for  a  spe 
fied  time  at  a  specified  price.  (See 
column  of  Jan.  22  for  details.) 

But  the  most  important  question 
Should  you  be  buying  gold  now?  G 
sidering  the  facts — the  probable 
creases  in  supply  and  that  gold's  pr 
is  now  high  in  real  terms  as  well  as 
nominal  terms — my  answer  would 
no.  The  only  way  I  would  consii 
taking  a  long  gold  position  at 
time  is  through  a  coin  purchase.  Th 
if  gold  sells  off,  at  least  I  don't  have 
worry  about  margin  calls.  The  mar 
in  recent  weeks  has  been  just 
volatile  for  my  taste.  ■ 
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YOU  LEAD  A  BUSY  LIFE. 
YOU  WANT  TO  GET  AHEAD. 
OU  NEED  WORKING  WOMAN 
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Do  any  of  these  descriptions  of 
women  fit  you? 

A  recent  graduate  starting  on  her 
first  job ...  A  woman  reentering 
the  job  market  after  time  away 
for  home  and  family ...  A 
secretary  ready  to  move  up  to  assistant . . . 
A  middle  manager  on  the  way  to  executive 
. . .  Someone  in  a  profession — law,  medicine, 
education,  etc. — and  looking  for  career 
advancement ...  A  working  woman  in  any 
field  who  wants  greater  fulfillment  and 
rewards. 

Answer  "Yes"  to  any  of  these  questions  and 
there's  something  for  you  in  every  issue  of 
WORKING  WOMAN. 

The  hard  facts. 

WORKING  WOMAN  reports  information 
you  can't  get  anywhere  else.  Job  opportu- 
nities: Where  they  are . . .  and  why.  News  of 
economic  and  political  trends:  What  will 
affect  you . . .  and  how.  Plus  the  nitty  gritty  of 
how  to  get  ahead. 

You  are  not  alone. 

WORKING  WOMAN 
offers  the  assurance  that 
many  other  women  are 
experiencing  the  same 
challenges  as  you.  We  can 
help  you  manage  better 
the  changes  and  risks  in 
your  life . . .  and  grab  hold 
of  success.  In  WORKING 
WOMAN,  you'll  read 
about  other  women  who 
have  made  it — fascinating 
interviews  that  explore 
the  careers  of  successful 
women. 


How  to  get  ahead: 
12  tips  from  a  top  e 


Sttkss  test: 
Wil  you  make 
as  a  manager?  ' 

Success  story:  1_^B_ 
She's  30...  " 
and  a  millionaire 

Where  the  jobs  ere: 
How  to  find  the 
right  place,  right  time 

Inflation  beater* 
from  the  Fed's  first 
money  woman 


Saving  time  and  living  better. 

Of  course,  your  life  doesn't  stop 
at  5  RM.  And  you  need  ideas  on 
how  to  save  time.  That's  why  we 
suggest  easy  little  dishes  each 
month.  Plus  quick  tips  on 
fashion,  diet,  travel,  medicine,  exercise. 

Subscribe  to  the  magazine  that's  for  you! 

By  acting  now,  you  are  entitled  to  the 
new-subscriber-only  rate  of  just  $9  for  a 
one-year  subscription.  That's  a  50%  saving 
over  the  newsstand  price  of  $18  for  the  same 
12  issues.  If  at  any  time  you  wish  to  cancel, 
you  are  guaranteed  a  full  refund  on  unmailed 
issues.  And  because  it  aids  in  your  work, 
WORKING  WOMAN  may  even  be  tax 
deductible. 

Subscribe  today,  using  the  coupon  below. 


WORKING  WOMAN 

Box  10130,  112  Tenth  St.,  Des  Moines,  IA  50349 

YES,  I  want  to  get  ahead  with 
WORKING  WOMAN.  Please  enter 
my  subscription  as  checked  below. 

□  One  Year:  $9.00 

□  Payment  enclosed 

□  Please  bill  me 


Name 


Address 


"Men  only"  groups  that 
still  fight  to  keep  out  wor 


City  . 
State 


Zip 


MAFA 


LARGE  POTENTIAL 

CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department  of  the 
Interior  (Bureau  of  Land  Manage- 
ment) holds  non-competitive  public 
drawings  each  month  to  afford  all 
citizens  over  the  age  of  21  years  an 
equal  opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  a  sum  exceeding 
$75,000.00  immediately,  plus  an 
overriding  royalty  for  possible  future 
income. 


For  further  information  on  how  you  can 
intelligently  participate  in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 
Roswell,  New  Mexico  88201 
Toll  Free  Number  800-545-7955 
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Consecutive  dividend 
payments  since  1909 
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DIVIDEND  NOTICE 

A  regular  quarterly  dividend 
at  the  rate  of  63<t  per  com- 
mon share  will  be  paid  Nov- 
ember 2,  1979,  to  stockhold- 
ers of  record  October  9, 
1979.  Regular  quarterly  divi- 
dends on  al!  preferred  stock 
will  be  paid  on  October  1, 
1979,  to  holders  of  record 
September  7, 1979. 

Phillip  D.  Ehm 
Vice-President  and  Treasurer 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 
Des  Moines,  Iowa  50303 


The  stock  market  is  a  living  thing,  create 
by  other  living  things,  and  is  subject  to  c 
of  our  prejudices  and  passions. 

P.S.— DON'T 
FORGET  TO  SELL 


By  Ann  C.  Brown 


People  who  buy 
stocks  and  "lock 
them  up"  might  be 
considerably  better 
off  financially  if 
they  locked  them- 
selves up  and  gave 
the  key  to  their  in- 
vestments to  some- 
body else.  While 
"nothing  is  forever" 
is  a  statement  that  may  be  argued  by 
philosophers,  theologians  and  young 
lovers,  nothing  is  forever  couldn't  be 
truer  when  it  applies  to  equities.  For 
those  of  us  who  toil  in  the  ever-chang- 
ing vineyard  of  the  marketplace,  for- 
ever may  be  as  close  as  next  month, 
next  week  or  tomorrow.  The  stock 
market  is  a  living  thing,  created  by 
other  living  things — like  you  and 
me — and  is  subject  to  all  of  our  indi- 
vidual prejudices,  preferences,  percep- 
tions and  passions. 

It  was  1959  and  I  had  just  received 
100  shares  of  U.S.  Steel  after  my 
grandfather's  death.  Grandfather  had 
bought  wisely  and  the  stock  was  held 
well.  It  had  benefited  in  no  small  part 
from  the  demand  for  the  metal  during 
World  War  II  and  afterwards  when  the 
public  was  hungry  for  things  like  auto- 
mobiles, refrigerators  and  new 
houses.  In  addition,  there  was  an 
enormous  need  for  new  construction 
abroad  to  rebuild  a  shattered  world. 
However,  by  the  late  Fifties  most  of 
this  pent-up  demand  had  been  satis- 
fied and  new,  more  efficient  foreign 
steel  mills  had  been  built  which  were 
beginning  to  put  American  producers 
at  a  competitive  disadvantage.  And 
so,  as  soon  as  I  got  my  hands  on  the 
stock  certificate,  I  sold  U.S.  Steel  at  a 
price  of  $66  a  share  (adjusted  for  a  3- 
for-2  split  in  1976).  There  were  mem- 

Ann  C.  Brou  n  is  executive  rice  president  of  the 
New  York  investment  firm  of Melhado,  Flynn  & 
Associates. 
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bers  of  my  family  who  considered  1 
an  unwise  move,  to  say  the  least 
treasonable  offense  even. 

Today,  some  20  years  later 
Steel  is  selling  for  $23  per  shar 
down  65%  in  absolute  dollars  fn 
where  I  sold  it.  When  you  factor  in 
140%  inflation  that  has  occurred, 
day's  $23  per  share  is  $9  per  share 
1959  dollars— down  86%. 

Very  early  on,  the  wisest  invq 
ment  person  I  know  told  me  to  alw 
invest  your  money  where  you  thin! 
will  go  up  the  fastest.  It  sounds  sj 
pie,  but  believe  me,  it  isn't.  Follow 
this  advice  means  realizing  yi 
losses,  paying  taxes  on  your  gains  a 
on  occasion,  risking  the  wrath  of  y« 
relatives.  All  of  these  actions  are  s 
gularly  unpleasant  but  necessary  ut 
you  wish  to  maximize  your  chan 
for  stock  market  success. 

"Ah-hah,"  you  say,  "but  what  if  y 
had  fallen  heir  to  IBM  instead  of  L 
Steel?  Would  you  have  sold  IB 
too?"  The  answer  is:  I'm  not  sure,  1 
I  rather  doubt  it  since  IBM  was  grcj 
ing  by  leaps  and  bounds  in  1959.  Hd 
ever,  knowing  me,  I  very  proba 
would  have  sold  at  a  later  date  al 
even  more  probably,  would  h 
bought  it  back  again. 

Today,  I  am  recommending  that 
ents  add  to  positions  they  may  h, 
in  IBM  (68)  or  establish  new  positic 
now  that  the  company  is  selling  clo 
to  its  low  for  the  year.  Analysts  evel 
where  are  busily  revising  their  19 
earnings  estimates  downward  due 
the  change  in  the  revenue  mix  frc 
outright  sales  to  rentals.  The  reas 
for  the  sudden  switch  to  leasing 
that  both  IBM  and  Amdahl  are  due 
come  out  with  new  products  ne 
year  and  nobody  wants  to  be  cauj 
with  last  year's  model.  As  far  as  IE 
is  concerned,  estimates  are  that  tl 
year's  earnings  will  be  only  sligh 
above  last  year's  $5.32  per  sharq 
perhaps  in  the  neighborhood  of  $5 
to  $5.65.  In  1980,  however,  the  coi 
pany  should  resume  its  more  norrr 
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'o  or  better  yearly  earnings  growth 
and  $6.40  to  $6.75  per  share 
ms  attainable.  With  IBM's  current 
idend  yield  of  around  5%,  the  pros- 
t  of  a  total  return  of  20%  or  better 
ard  to  ignore. 

I  had  to  pick  one  stock  whose 
;e  I  thought  would  be  higher  12 
nths  from  now  it  would  be  Ford 
or  (43).  The  stock  has  been  base- 
lding  in  the  $40  to  $50  range  for 
rly  four  years  and  appears  due  for  a 
ak-out  on  the  upside — recessions, 
bs  and  government  regulations 
withstanding.        In  addition, 
rysler's  current  financial  problems 
e  a  lot  of  potential  new-car  buyers 
icerned  about  the  future  of  the 
apany  and  taking  a  closer  look  at 
i  GM  and  Ford  products.  Esti- 
es  for  cyclically  sensitive  Ford 
nings  for  1979  and  1980  vary  so 
ch  that  they  are  of  no  help  whatso- 
r.  Suffice  it  to  say  that  there  is  a 
sonable  consensus  that  1981  will 
iii  a  very  good  automobile  year  and 
tin  t  Ford  could  show  earnings  of  as 
ch  as  $19  per  share  and  a  dividend 
ment  of  $5.  Should  this  prove  to  be 
case,  Ford  is  currently  selling  at  a 
le  over  two  times  1981  estimated 
lings  and  is  yielding  close  to  12% 
the  1981  estimated  dividend, 
last  as  International  Telephone  & 
:hu  'graph  (30)  was  beginning  to  pull 
of  disfavor,  whammo,  the  board  of 
ectors  decided  to  change  the  presi- 
t  of  the  company.  Hamilton  was 
and  Araskog  (said  to  be  the  fair- 
red  boy  of  former  boss  Harold  Ge- 
n)  was  in.  From  what  I  hear,  the 
man  at  the  helm  is  doing  well, 
er  all,  he  was  second-in-command 
the  previous  regime,   and  ITT 
uld  turn  in  a  creditable  earnings 
ormance  this  year.  The  estimates 
1979  are  in  the  area  of  $5.30  per 
re,  up  from  $4.66  last  year,  or  bet- 
than  a  10%  gain.  At  tbe  moment, 
company's  common  stock  is  pay- 
a  $2.20  dividend  for  a  current  yield 
setter  than  7%.  What's  more,  ITT 
raised  its  dividend  every  year  for 
past  15  years,  which  augurs  well 
the  future.  Income-conscious  in- 
tors  might  be  well-advised  to  con- 
er  buying  ITT's  $4  Series  K  Cumula- 
Convertible  Preferred  (48),  which 
s  only  fractionally  over  conversion 
yields  about  a  full  percentage 
nt  more  than  the  common. 
'.P.S.  For  the  venturesome:  Take 
uok  at  Filmways  (15),  Pall  Corp.  (35) 
Measurex  (39).  None  of  them  big, 
le  of  them  cheap  but  all  of  them 
-•resting.  ■ 


Donate 
less  to 

theLRS 

The  income  earned  by  Fidelity 
Municipal  Bond  Fund  is  currently 
100%  free  of  federal  taxes* 

That's  good  news  for  those 
whose  taxable  income  is  over  $20, 000 
and  bad  news  for  Uncle  Sam. 

The  Fund  is  also  exceptionally 
diversified,  offers  a  free  reinvestment 
option,  and  has  no  sales  charge. 

Learn  more  today.  Because,  after 
20,  you  should  cut  down  on  taxes. 


Call  Free(800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

•Income  may  be  subject  to  state  or  local  taxes.  Any  capital  gain 
distributions  will  be  taxable. 


Fidelity 
Municipal  Bond 
Fund 


Box 832,  Dept.JB  100179 

82  Devonshire  St. ,  Boston,  MA  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


City 


:e  Zip 

FIDELITY  GROUP 

Over  $5  billion  of  assels  under  management 


This  announcement  appears  as  a  matter  of  record  only. 


August  1979 


$30,000,000 
National  Railway 
Utilization  Corporation 


Conditional  Sale  Agreements 

The  undersigned  has  arranged  for  the 
private  placement  of  this  financing 


Janney  Montgomery  Scot! 


INC 


Philadelphia 


New  York 
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Special  Report 
Tells  How 
You  May  Slash 
Your  Risk 
Of  Heart  Attack 

The  American  Heart  Association  has  re- 
leased the  results  of  a  massive,  10-year  study 
involving  17,000  men.  It  found  that  those 
who  spent  less  than  2,000  calories  a  week  in 
exercise  were  64%  more  likely  to  suffer  heart 
attack  than  those  who  spent  more. 

But  how  much  and  what  kind  of  exercise 
must  you  perform  to  burn  up  2,000  calories? 
You'll  find  out  in  the  special  report  THE  EXEC- 
UTIVE'S GUIDE  TO  A  HEALTHY  HEART,  nowavail- 
able  from  EXECUTIVE  FITNESS  NEWSLETTER. 

It  describes  the  Association's  findings  and 
examines  15  common  exercises,  telling  you 
which  are  best  for  your  heart,  and  how  long 
you  must  perform  each  to  burn  up  2.000 
calories.  This  information  might  be  the  cor- 
nerstone of  a  fitness  program  that  may  save 
your  life. 

You'll  also  learn  about  three  delicious, 
everyday  foods  that  may  reduce  cholesterol 
naturally  and  safely . . .  the  vitamin  that  may 
help  prevent  hardening  of  the  arteries  . . . 
and  the  surprising  factor  which  cut  the 
death  rate  in  half  in  one  significant  heart 
study. 

EFN  brings  you  recent  findings  of  top 
M.D.'s,  nutritionists  and  researchers  on  how 
to  stay  healthier  and  more  fit  on  a  busy 
executive  schedule.  It  tells  you  which  foods 
to  eat  and  which  to  avoid  to  help  you  gain 
more  pep  and  stamina,  and  how  to  enjoy 
greater  health  benefits  from  your  leisure 
activities. 


□  YES!  Please  send  me  my  FREE  EXECUTIVE'S  GUIDE 
TO  A  HEALTHY  HEART  and  enter  a  one-year  ( 26  issues) 
trial  subscription  to  EXECUTIVE  FITNESS  NEWSLETTER  in 
my  nome.  If.  after  receiving  my  first  issue  I'm  not 
completely  satisfied.  I  need  only  mark  "cancel"  on 
your  invoice,  return  it  and  owe  nothing.  The  first  issue 
and  the  GUIDE  are  mine  to  keep. 

If  I  like  what  I  see.  I  agree  to  pay  just  $1.50  per  month 
(payable  annually). 


E3  Payment  enclosed 


O  Bill  my  company  (indicated  below) 


□  Bill  me  later 


80040 


NAME 


COMPANY  . 
ADDRESS  _ 


CITY. 


STATE. 


.ZIP- 


EXECUTIVE  FITNESS  NEWSLETTER, 
Emmaus  PA  18049 


Cults  of  gloom,  it  turns  out,  are  full 
hostility  and  greed.  The  hostility  is  se 
congratulatory),  the  greed  guilt-free. 


INVESTOR, 
KNOW  THYSELF! 
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By  Srully  Blotnick 


"Everyone  else  is 
going  to  go  bankrupt 
but  not  you,  because 
I  have  this  plan.  And 
it  can  be  yours  for 
only  $8.95.  Calam- 
ity will  strike  oth- 
ers, but  thanks  to 
my  scheme,  you  and 
your  loved  ones  will 
be  safeguarded." 
That's  how  the  scare-boys  sell 
books  and  financial  services.  First 
they  frighten  the  hell  out  of  you.  Then 
they  promise  you  a  private  way  out  of 
the  general  ruin.  Because  he  was  fore- 
warned, Noah  not  only  didn't  drown, 
he  came  out  of  The  Flood  with  a  very 
valuable  zoo. 

In  much  this  vein,  Harry  Browne 
says  you  can  profit  from  a  monetary 
crisis  and  Howard  Ruff  tells  you  how 
to  prosper  during  the  coming  bad 
years.  "Profit"  and  "prosper"  are  cru- 
cial words  here,  since  they  convey  an 
immense  promise.  You  are  going  to 
become  wealthy — just  as  everyone 
else  goes  broke. 

As  appealing  as  that  picture  is,  it 
makes  the  majority  of  the  investors  I 
study  nervous.  Over  71%  agreed  with 
the  following  opinion,  expressed  by  a 
46-year-old  assistant  principal  at  a 
high  school:  "I  don't  mind  profiting 
from  a  crisis,  when  others  aren't.  But 
I'd  feel  very  guilty  if  I  were  helping  to 
cause  their  pain." 

Fear  not,  good  woman,  the  success- 
ful peddlers  always  include  something 
to  assuage  your  guilt.  The  argument 
they  use  is  exceedingly  simple:  You 
won't  be  causing  the  suffering  others 
experience.  They'll  be  causing  their 
own  pain,  because  they  won't  have 
listened.  And  you  did.  You  were  wise. 
They  were  foolish.  They  deserve  to 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


lose  everything  they  own." 

Making  their  loyal  followers 
guilt-free  about  any  profits  b 
promised  is  an  important  part  of 
cult  leaders'  pitch.  And  it  requ 
them  to  whip  up  a  certain  amoun 
anger  and  aim  it  at  nonbeliev 
"They  could  have  done  the  sa 
thing  I  did  to  protect  myself,"  sa 
51 -year-old  store  owner  in  Michij 
"but  they  don't  want  to  start  stoi 
food.  I  hope  they  starve." 

"Some  people  wouldn't  recognBp,, 
the  truth  if  it  hit  them  over  the  he;  v 
said  a  48-year-old  bookkeeper 
knitting  mill  in  a  suburb  of  Phila 
phia.  "There  is  a  collapse  coming, 
it's  going  to  bring  this  country  to 
knees.  Everyone  who  isn't  ready  fc 
is  going  to  be  hurt — badly.  And 
serve  'em  right." 

A  54-year-old  saleswoman  fo 
scarf  manufacturer  in  the  Miami  a 
agreed:  "Things  are  much  worse  tl 
people  think.  The  media  and  the  g 
ernment  are  covering  up.  You  th 
they're  telling  us  the  truth?  W 
they're  not.  The  whole  system  is 
its  last  legs  and  something  is  goinj 
come  along  very  soon  and  knock 
down.  No  one  wants  to  believe  it. 
when  it  does  happen,  I  won't  pity 
of  them." 

It  is  strange.  You'd  expect  pea 
who  had  found  security  to  be  calm 
be  peaceful  and  happy.  But  the> 
not.  They're  angry  instead.  When  y 
ask  them  why,  they  say  they  are 
rioyed  with  the  imbecility  of  othe 
No  one  else,  except  them,  is  act 
sensibly.  Their  view  is  vastly  self-cc 
gratulatory — and  very  hostile. 

Had  I  interviewed  the  investors 
my  sample  only  once,  I'd  have  be 
tempted  to  conclude  that  those  w 
were  now  angry  had  only  recently 
come  so,  as  a  result  of  their  lead 
telling  them:  "You're  smart  [for  t 
ing  my  advice],  and  everyone  else 
stupid." 

But  these  are  investors  I've  track 
for  many  years,  and  it  is  fascinating 
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cover  that  the  angrier  people  are  to 
;in  with,  the  more  likely  they  are  to 
1  a  financial  cult  which  encourages 
•m  to  be  openly  angry  at  all  of  the 
iots"  who  don't  join.  Amazingly, 
estors  aren't  in  it  just  for  the  mon- 
or  to  protect  their  assets,  using  the 
der's  scheme.  They're  also  in  it  for 
:  angry  feelings  they  get  to  express 
^fclicly. 

^  40-year-old  dentist  has  been  tell- 
;  me  repeatedly  over  the  years  that 
has  a  monopoly  on  brains.  "People 
never  going  to  wise  up.  They're 
e  sheep.  Someone's  always  going  to 
ripping  them  off."  A  43-year-old 
eswoman  in  a  major  department 
re  voiced  a  similar  view:  "The 
rid  is  full  of  dummies.  Wherever  I 
all  I  see  is  dummies.  No  one  knows 
at  .at  the  hell  they're  doing."  A  53- 
!    ir-old  stamping  machine  operator 
a  large  auto-parts  manufacturer  also 
ees:  "Do  you  have  any  idea  what  a 
,a  k  the  average  person  is?  I  don't  see 
iw  all  those  morons  manage  to  get 
'  -  'ough  the  day." 

^  These  three,  and  many  others  like 
c  ;m  in  my  sample,  have  a  history  of 
-    bbing  a  y  financial  fad  that  lends 

1 !  idity  to  their  hostility.  Cults  of 
7 1  om,  it  turns  out,  are  full  of  hostility 
"\  d  greed.  The  hostility  is  self-con- 
;;  iitulatory,  the  greed  guilt-free.  No 
under  the  gloom-and-doom  books 

'  '1  so  well. 

'  Greed  is  understandable,  but  why 
k  :  these  investors  hostile?  What  got 
■       angry  to  begin  with,  and  hence 
fowed  them  to  be  easy  prey  for  fi- 
cial  Jim  Joneses?  The  answer  to 
question  is  fear.  Each  time  a  reces- 
n  looms  on  the  horizon,  investors 
again  reminded  of  the  many  as- 
ts  of  their  financial  fate  that  are 
in  their  hands.  Approximately  ev- 
four  years,  then,  they  become  in- 
asingly  afraid  they'll  not  be  able  to 
tect  themselves  and  their  assets 
inst  forces  over  which  they  have 
control. 

\nger  makes  us  feel  stronger.  With- 
imits,  it  is  a  positive  emotion.  The 
uble  is  that  many  people  overuse  it: 
ey  stay  strong  in  their  own  minds 
ly  as  long  as  they  remain  angry, 
ironic  inflation,  and  the  chronic 
jdings  of  insecurity  and  weakness  it 
n  induce,  may  make  someone  stay 
gry  for  years. 

Cult  leaders  are  only  too  happy  to 
■ :  that  you're  upset.  For  not  only  are 

zy  going  to  tell  you  that  you're  right 
;  be  mad,  they'll  also  tell  you  at 

10m  to  aim  your  anger.  That's 

mh  $8.95,  isn't  it?  ■ 


Most  People  Could  Qualify 


Best  Source  Of  Start- Up  Or 
Expansion  Capital  Usually  Ignored 


Santa  Monica.  CA— Believe  it  or  not,  the 
best  source  of  start-up  or  expansion 
capital  in  this  country  is  good  old  Uncle 
Sam.  According  to  an  extensive  survey 
recently  conducted  by  the  American  En- 
trepreneurs Association  (AEA),  a  mem- 
ber-supported research  organization,  93 
percent  of  those  who  apply  properly, 
have  a  solid  business  concept  and  some 
business  management  experience  or 
education  are  approved! 

Sounds  amazing,  but  it  is  true;  how- 
ever the  majority  of  people  who  want  to 
start  a  business  don't  understand  or 
know  about  this  fabulous  source  of 
money. 

The  words  "federal  government"  im- 
mediately conjure  up  the  response  "ex- 
tensive red  tape"  which  most  of  the  re- 
spondents to  the  survey  feared.  AEA 
then  decided  to  interview  people  who 
had  acquired  government  loans  to  fi- 
nance their  businesses  to  determine 
just  how  much  red  tape  they  had  to 
wade  through. 

AEA  found  the  amount  of  paperwork 
necessary  for  the  loans  was  about  the 
same  any  bank  would  require  and  less 
than  a  SBIC  or  venture  capital  firm.  Many 
respondents  to  the  survey  felt  that  "only 
minorities  get  federal  loans."  In  1977, 
only  13%  of  the  loans  went  to 
minorities. 

Time  was  another  factor  AEA  looked 
into  after  hearing  many  accountants 
say,  "It  takes  eight  or  nine  months  to  get 
a  federal  loan  approved."  The  AEA  sur- 
vey revealed  the  average  application 
was  cleared  within  21  days— if  properly 
prepared. 

It  is  unfortunate  that  out  of  the  esti- 
mated 1.2  million  people  who  start  new 
businesses  every  year,  less  than  3%  ap- 
ply for  federal  loans.  In  addition,  most  of 
the  9.4  million  existing  small  busi- 
nesses qualify  for  expansion  loans  but 
also  fail  to  apply  due  to  misinformation 
or  lack  of  knowledge  of  the  programs. 

The  average  American  with  some 
business  management  experience  or 
education  and  a  good  business  plan  can 
qualify  for  a  loan;  that  is,  if  the  applica- 
tions are  prepared  properly. 

AEA  interviewed  a  former  Small  Busi- 
ness Administration  (SBA)  officer  who 
had  set  up  a  consulting  firm  to  help  peo- 
ple prepare  their  loan  application.  In  his 
first  six  months  of  operation,  he  presented 
102  applications  and  94  were  approved. 

AEA  discovered  a  problem  area  that 
had  created  a  business  for  this  former 
SBA  officer— most  people  have  no  idea 
how  to  apply  for  a  loan.  They  don't  under- 
stand how  to  fill  out  the  forms  or  what  will 
get  them  approved  or  turned  down. 

In  order  to  help  its  72,000  members, 
AEA  contracted  with  the  former  SBA 
loan  officer  to  prepare  a  comprehensive 
manual  showing  step-by-step  how  to 
prepare  a  loan  application  to  get  federal 
funds.  Completely  filled  out  sample 
forms  are  included  along  with  33  things 
to  avoid  that  could  cause  your  applica- 
tion to  be  turned  down. 


AEA  prepared  two  manuals;  one  for 
new  business  startups,  and  one  for  ex- 
isting businesses  looking  for  expansion 
capital.  Both  manuals  are  now  available 
to  the  public  for  $35.00  each.  Both  carry 
an  unconditional  30-day  money-back 
guarantee. 

With  your  order  you  will  also  receive 
their  FREE  bonus  Report  #317  Creating 
A  Dynamic  Business  Plan— The  Secret 
To  Raising  Money  which  will  greatly  in- 
crease your  chance  of  borrowing  or  rais- 
ing capital,  whichever  route  you  take. 
Written  by  renowned  financial  consul- 
tant Arnold  Van  Den  Berg,  it  explains  to 
you  in  easy-to-understand  language: 

•  How  to  package  your  plan  for  opti- 
mum response  from  loan  officers  and 
investors 

•  Realistic  market  research  methods 

•  Sources  of  back-up  data  and  analysis 

•  The  proper  use  of  professional,  legal, 
and  accounting  aspects 

•  Start-up  expenses  and  cash  use 

•  Projections  of  cash  flow  and  prof- 
it/loss 

•  How  to  evaluate  competition 
Without  a  good  business  plan  your 

chances  of  borrowing  or  raising  money 
are  very  low.  In  addition . . .  your  chances 
of  failure  are  greatly  increased. 

If  you  want  quicker  service,  call  them 
TOLL-FREE  AT  1  (800)  421-7269  and 
charge  it  to  your  VISA,  MasterCharge  or 
American  Express  card.  California  resi- 
dents call  1  (800)  352-7449. 

Detach  And  Mail  To: 
AEA  Research 

631  Wilshire  Blvd.,  Suite  A-136 
Santa  Monica,  CA  90401 

Please  send  me  □  "Manual  No.  85, 
New  Business"  or  □  "Manual  No.  86, 
Existing  Businesses"  at  $35.00  each  un- 
der your  30-day  unconditional  guarantee. 
I'll  get  a  full,  quick  refund  if  not  satisfied. 
Name 
Address 

City  State  Zip 

Payment  enclosed:  $  

Or  Charge  To  My: 

□  Visa    □  MasterCharge 

□  American  Express  Card 

Card  No.  

Expiration  Date  

(NO  ORDERS  SHIPPED  WITHOUT  CARD  EXPIRATION  DATE.) 

California  residents  add  6%  sales  tax  or  $2.10. 


American 
Entrepreneurs 
Association 
631  Wilshire 
Blvd.,  Suite  A-136 
Santa  Monica, 
CA  90401 


84  Newspapers  and  Magazines,  153 
Radio  Stations  and  27  TV  Stations  have 
praised  AEA  for  their  Small  Business  Re- 
search. 

Business  schools  throughout  the  na- 
tion such  as  Harvard  use  AEA  Research 
materials. 
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\enture  Capital 


Continental  Capital  took  its  licks  from  m 
IRS,  the  SEC  and  the  stock  market  befot 
Frank  Chambers  threw  in  the  towel. 

ENCOURAGING 
COMPETITION? 


would  be  taxed  on  the  long-term  ga 
at  the  rate  of  28%,  plus  Californi 
5%.  Then  later,  when  those  long-tei 
gains  were  finally  given  to  the  sha: 
holders,  they  too  would  have  to  pa} 
capital  gains  tax  of  up  to  28%. 

As  for  SEC  regulation,  it  tends  to 
both  onerous  and  mindless.  Public 
traded  firms  were  pretty  much 
nored  by  the  SEC  through  the  Sixtit 
but  then  there  were  some  abuses, 
the  regulators  poured  in.  Their  rj 
button  is  something  called  "confl: 
of  affiliate  relationships."  Tt 
sounds  just  fine— who  wants  a  lot 
self-dealing?  Until  you  get  to  the  rea 
ties  of  a  company  like  Continent 
Since  it  is  small,  it  frequently  co- 
vests  with  other  venture  firms,  a) 
nearly  all  the  investments  are  in  hig 
technology  companies  and  in  the  $ 
Francisco  Bay  area.  Just  imagine  tj 
possibilities  a  zealous  young  lawj 
for  the  SEC  might  uncover  in  the  rei 
tionships  among  board  membe 
banks  and  small  companies! 

Nor  does  it  help  that  both  the  SI 
and  the  IRS  use  small  companies 
training  ground  for  their  new  peofl 
Most  of  the  IRS  agents  who  arrived 
Continental's  offices  had  never  hea 
of  a  venture  capital  firm  before,  a| 
by  the  time  they  figured  out  what 
was,  another  agent  had  been  assign 
to  Continental. 

In  fairness,  though,  government 
not  and  was  never  the  whole  proble: 
If  government  does  not  understa, 
venture  capital,  neither  does  the  sto 
market.  The  institutional  investt 
shun  venture  capital  stock  becai 
the  companies  are  small  and  the  sto 
is  thinly  traded.  The  public,  by  a 
large,  never  heard  of  Continental  1 
cause  analysts  simply  do  not  knc 
how  to  analyze  the  portfolios.  Wk 
do  you  do  to  understand  a  compa 
that  owns  pieces  of  21  other  comj 
nies — 15  of  which  are  private?  Tl 
answer,  if  you  are  a  security  analyst, 
to  go  on  to  something  easier. 

Chambers  tried  to  help  his  stoc 


By  Thomas  P.  Murphy 

Frank  G.  Chambers 
is  not  an  impatient 
man.  Through  his 
Continental  Capital 
Corp.,  Chambers 
has  helped  more 
small  high-technol- 
ogy companies  get 
started  than  anyone 
else  in  the  country. 
He  is  used  to  wait- 
ing five  or  ten  years  for  an  investment 
to  mature.  But  Frank  Chambers'  pa- 
tience finally  snapped.  Why?  Cham- 
bers gives  three  reasons:  our  tax  laws, 
the  SEC  and  the  stock  market. 

"Last  year,"  Chambers  says  with 
irritation,  "the  IRS,  the  SEC  and  the 
SBA  (Small  Business  Administration) 
spent  27  days  in  our  office.  Under- 
stand, we  are  not  being  investigated 
for  anything.  All  this  was  routine." 
Chambers  figures  that  that  much 
time  is  a  heavy  expense  for  a  com- 
pany with  only  five  employees. 

Then  there  is  the  stock  market. 
Continental's  success,  Chambers 
feels,  was  just  never  reflected  in  the 
price  of  its  stock.  "Except  for  a  brief 
period  in  the  early  1960s,"  he  says, 
"our  stock  (it  is  traded  on  the  West 
Coast  o-t-c)  never  sold  for  as  much  as 
the  company's  stated  asset  value." 
And,  he  adds,  "that  value  was  always 
stated  conservatively."  One  recent 
example:  Continental  owned  part  of  a 
company  called  FME,  and  it  carried 
FME's  shares  at  $165,000  but  sold 
them  for  $1.28  million. 

Chambers'  complaint  about  tax- 
ation is  the  whole  issue  of  double  tax- 
ation. In  a  more  rational  world,  ven- 
ture firms  would  be  encouraged  to  re- 
invest their  winnings  so  that  the 
process  would  reseed  itself.  Instead,  if 
Continental,  for  example,  decided  to 
keep  its  profit  from  the  FME  sale,  it 

Thomas  P  Murphy  heads  a  venture  capital 
Jinn,  Partnership  Dankist,  Stamford,  Conn 
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}  lders,  some  of  whom  had  put  their 
I  mey  into  Continental  at  the  origi- 
i  I  public  offering  in  1960.  He  devised 
I  scheme  that  guaranteed  to  repur- 
iase  shares  over  a  five-year  span  at 
t%  to  80%  of  Continental's  stated 
t  ,et  value.  That  helped  a  little,  for  at 
|i  st  it  put  a  floor  under  the  price  of 
to:  stock. 

.  kill,  Chambers  thought  the  stock 
Is  worth  more,  and  as  the  feverish 
ty-out  of  small,  high-technology 
t  npanies  got  under  way  a  year  and  a 
|  if  ago,  he  knew  that  Continental 
hi  greater  possibilities.  That,  and 
t  )se  27  days  of  regulators  in  his  of- 
K2  within  the  last  year,  finally  tipped 
h;  scale,  and  Continental  announced 
Bit  it  was  liquidating. 
I  5atience  has  been  rewarded.  The 
fcginal  shareholders,  after  deducting 
Ijlier  distributions,  have  a  tax  cost 
■;is  in  their  Continental  stock  of 
lis  than  $1  a  share.  Its  last  stated 
Bue  per  share,  a  June  figure,  was 
but  the  market  now  agrees 
Bit  those  valuations  have  been  on 
■v  conservative  side,  and  the  bid 
lice  at  this  writing  is  $22. 
irrank  Chambers  has  finally  done  all 
Hht  by  his  stockholders,  but  what 
lb  did  he  accomplish  over  two  de- 
ifies? He  made  more  than  100  equity 
Hestments  in  small  companies;  45 
|):hem  were  raw  startups.  Today  the 
llnpanies  Chambers  backed  have  to- 
i!  sales  of  over  $500  million,  they 
If ploy  10,000  or  more  people. 
I  Chambers,  who  is  now  63,  is  not 
gi  ting  out  of  venture.  Not  at  all.  If 
tjney  were  the  only  thing  in  life,  he 
In  his  brother  Robert  could  have 
cihed  in  years  ago  when  they  sold 
fnir  first  venture,  a  company  called 
Jf)p  Smith.  Brother  Bob  went  on  to 
6md  Envirotech,  and  Frank  to  Conti- 
Intal.  Now  Frank  is  starting  a  new, 
if/ate  venture  firm.  The  banks,  pen- 
jiji  funds  and  insurance  companies 
Jit  never  had  an  interest  in  the  pub- 
lily  traded  shares  of  Continental  are 
litre  than  anxious  to  finance  its  pri- 
jUreincarnation. 

Ijv'ho  is  the  loser  in  all  this?  The  bell 
lis  for  all  of  us.  With  Continental 
Its  the  last  publicly  traded  venture 
|in  in  the  SBIC  program  that  was 
!  illy  doing  high-technology  startups. 
I  our  almighty  bureaucracy  really 
mts  to  do  something  to  encourage 
!  ■ipetition,  it  might  start  by  paying 
jr.  attention  to  alleged  monopolies 
the  making  of  children's  crayons 
I  paying  more  attention  to  encour- 
i  lg  rather  than  punishing  venture 
i  italists  like  Frank  Chambers.  ■ 


2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 

Each  of  1700  stocks  monitored  by 
Value  Line  is  the  subject  of  a  new 
full-page  Report  (size  8V2  x  11) 
every  13  weeks.  (A  complete  set  of 
the  latest  Reports  is  yours  as  a 
bonus  below.) 


TIMELINESS  3  Ave 

/  Relative  Price  Perform-  \ 
V  ance  Next  1  2  Mos  / 

SAFETY  1  H.ghes, 

(Scale  1  Highest  to  5  Lowest) 
BETA  .95 


Each  of  these  full-page  Reports 
contains  more  than  1000  items  of 
information  about  the  subject  com- 
pany and  its  stock.  But  before  you 
bother  with  any  other  information, 
there  are  two  things  you  should 
know  about  EVERY  stock  that 
currently  concerns  you: 

1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately),  if  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness— reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  next  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse 
than  3  (Average) — for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $33— about  half  the  regular  price— providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2400-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week — and  the  96-page  booklet,  "Evaluating  Common  Stocks."  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 

Send  your  check  or  money  order  along  with  your  name,  address  and  zip  code 
together  with  this  ad  to: 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,*  New  York,  N.Y.  10017 


□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above.  Check  for  $33  is 
enclosed.  (Trial  subscriptions  must  be  accompanied  by 
payment.) 


SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-size  ELEC- 


SIGNATURE 


NAME  (please  print) 


TRONIC  CALCULATOR  (with  full 
memory)  given  to  you  when  you  order 
The  Value  Line  Investment  Survey  for 
one  year — and  send  payment  now. 


□  1  year  for  $315.  My  payment  Is  enclosed— send  me 
the  CALCULATOR  as  my  extra  special  bonus.  (There  are 
no  restrictions  with  this  annual  subscription  ) 

□  Enter  my  subscription  now.  Bill  me  for  $315.  (Does  not 
include  the  calculator.) 


ADDRESS 


APT  NO. 


CITY 


STATE 


ZIP 


GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return 
material  within  30  days  for  full  refund  of  the  fee  I  have 
paid.  316F01 
Subscription  tax-deductible  and  nonassignable.  Foreign 
rates  on  request.  (NY  residents  add  sales  tax.) 
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WHY YOU 
SHOULD 
MAKE  A 
CORPORATE 
COHTRIBU- 
TIOHTO 
THE  AD 
COUHCIL 


The  Advertising  Council  is  the  biggest 
advertiser  in  the  world.  Last  year,  with 
the  cooperation  of  all  media,  the  Coun- 
cil placed  almost  six  hundred  million 
dollars  of  public  service  advertising. 
Yet  its  total  operating  expense  budget 
was  only  $1,147,000  which  makes  its 
advertising  programs  one  of  America's 
greatest  bargains ...  for  every  $1  cash 
outlay  the  Council  is  generating  over 
$600  of  advertising. 

U.S.  business  and  associated  groups 
contributed  the  dollars  the  Ad  Council 
needs  to  create  and  manage  this 
remarkable  program.  Advertisers,  ad- 
vertising agencies,  and  the  media 
contributed  the  space  and  time. 

Your  company  can  play  a  role.  If  you 
believe  in  supporting  public  service 
efforts  to  help  meet  the  challenges 
which  face  our  nation  today,  then  your 
company  can  do  as  many  hundreds  of 
others— large  and  small— have  done. 
You  can  make  a  tax-deductible  con- 
tribution to  the  Advertising  Council. 

At  the  very  least  you  can,  quite  easily, 
find  out  more  about  how  the  Council 
works  and  what  it  does.  Simply  write  to: 
Robert  P.  Keim,  President,  The  Adver- 
tising Council,  Inc.,  825  Third  Avenue, 
New  York,  New  York  10022. 


r4\§  I  A  Public  Service  of  This  Magazine 
&  The  Advertising  Council 

The  cost  of  preparation  of  this  advertisement 
was  paid  for  by  the  American  Business  Press, 
the  association  of  specialized  business  publi- 
cations. This  space  was  donated  by  this 
magazine. 


While  bonds  are  a  good  buy  as  a  trad 
they  do  not  even  come  close  to  comma 
stocks  as  a  good  investment  for  the  1980* 

TIME  TO  CHANG! 
STRATEGY 


By  Richard  B.  Hoey 


You'd  never  know 
it  from  reading  the 
headlines  and  from 
watching  the  price 
of  gold  soar,  but  the 
fact  is  that  infla- 
tion has  already 
peaked — at  least  for 
this  cycle.  The  rate 
of  consumer  price 
inflation  should 
drop  from  the  13%  pace  of  the  last 
seven  months  to  a  9%  plateau 
through  mid- 1980  and  then  to  6%  to 
7%  by  early  1981. 

By  1981  the  pundits  will  be  pro- 
claiming the  dawn  of  a  new  age  of 
declining  inflation  in  the  1980s.  They 
may  be  right,  but  don't  bet  on  it.  The 
drop  in  inflation  may  be  only  a  tempo- 
rary cyclical  decline. 

The  long-term  trend  of  inflation  is 
currently  about  8%.  Actual  inflation 
fluctuates  around  that  trend  in  a  four- 
year  cycle  that  lags  behind  the  cycle 
in  business  activity.  Remember,  infla- 
tion lags. 

The  productivity  cycle  helps  generate 
the  inflation  cycle.  It  occurs  because 
labor  costs  are  spread  over  fewer  units 
of  output  in  a  recession,  and  then 
more  units  during  a  recovery.  During 
a  recession,  output  drops  faster  than 
man-hours  of  labor.  Thus,  labor  costs 
for  each  unit  produced  surge  at  a  dou- 
ble-digit pace. 

The  reverse  process  occurs  in  the 
early  stages  of  an  economic  recovery. 
Output  rises  faster  than  man-hours, 
so  labor  costs  are  spread  over  more 
units.  This  slowing  of  unit  labor  cost 
pressures  contributes  to  an  easing  of 
inflation. 

The  deeper  the  1979-80  recession 
is,  the  more  potential  there  will  be  for 
a  strong  recovery  in  output  and  pro- 

Richard  B  Hoey  is  a  vice  president  and 
investment  strategist  at  Bacbe  Halsey  Stuart 
Shields 


ductivity  from  mid-1980  to  mid-19 
Unless  the  recession  is  very  mild,  p 
ductivity  can  surge  temporarily 
about  a  4%  rate.  With  labor  costs 
ing  at  about  a  10%  rate,  a  4%  gain 
productivity  would  help  generati 
6%  to  7%  inflation  rate  in  early  19 
1  also  believe  that  the  worst  pressu 
from  food  and  OPEC  price  increa 
will  have  already  passed  through 
economic  system  by  1981. 

Two  conclusions  from  all  this.  1 
first  is  that  it's  finally  time  to  II 
bonds.  The  recession  has  already 
gun,  but  inflation  and  the  demand 
credit  have  remained  strong.  As  a 
suit,  bond  yields  remain  near  tr 
cyclical  highs. 

Interest  rate  peaks  often  oc 
about  four  years  apart.  The  last  « 
was  in  August  1974.  Long-term  be 
yields  are  now  at  or  near  their  cycli 
peaks,  while  short-term  interest  ra 
should  peak  within  a  few  weeks. 

If  you're  holding  any  money 
Treasury  bills,  money  market  fund: 
other  short-term  investments, 
time  to  extend  maturities.  The  c 
servative  strategy  is  to  buy  interme 
ate-term  bonds  with  a  maturity 
four  to  five  years.  That  way  you'll 
holding  short-term  paper  around 
time  of  the  next  cyclical  peak  in  in' 
est  rates. 

The  aggressive  strategy  is  to  I 
long-term  bonds  now  and  sell  then 
1981.  If  you  decide  to  do  that,  be  s, 
that  you  get  a  bond  with  good  ■ 
protection  so  that  you  have  a  cha: 
to  make  a  capital  gain.  I  expect  lo 
term  government  bond  yields  to  d 
from  the  current  9.2%  level  to  or 
low  8%  by  early  1981.  If  I'm  ri$ 
you'll  get  a  decent  yield  plus  a  sign 
cant  capital  gain. 

While  bonds  are  a  good  buy  a 
trade,  they  do  not  even  come  close 
common  stocks  as  a  good  long-te 
investment  for  the  1980s. 

Of  all  the  classic  inflation  hedj 
only  stocks  failed  to  protect  invest 
during  inflation  in  the  1970s.  G 
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risen  nearly  900%  in  the  last  doz- 
years,  after  remaining  constant  for 
years.  Many  other  inflation  hedges 
led,  quadrupled  or  quintupled  in 
last  decade.  Stock  prices  were 
ad  flat  over  the  last  dozen  years, 
ven  though  dividends  kept  pace 
th  inflation,  stocks  didn't.  Price/ 
nings  multiples  collapsed  for  two 
isons.  First,  stocks  were  wildly 
rpriced  in  1968.  Even  more  impor- 
it,  the  trend  rate  of  inflation  rose 
m  1%  to  2%  in  the  early  1960s  to 
)ut  8%  today.  The  resulting  compe- 
on  from  high  bond  yields  drove 
nings  multiples  on  stocks  through 
:  floor. 

The  odds  are  against  further  de- 
:  les  in  multiples  in  the  1980s,  in 
t  because  they  are  already  so  de- 
ssed.  In  addition,  inflation  is  un- 
ely  to  repeat  its  extraordinary  ac- 
eration  of  the  last  decade.  The  up- 
d  shifts  in  inflation  are  what  drive 
rid  yields  up  and  multiples  down, 
sistently  high  inflation  won't  have 
same  effect. 
!jf  inflation  merely  stabilizes  near  an 
long-term  average,  multiples 
>uld  also  stabilize.  As  a  result, 
cks  should  perform  better.  With 
idend  yields  of  about  5%,  stocks 
uld  provide  a  total  return  of  13%  to 
}/o  in  the  1980s  if  profits  grow  at  an 
or  10%  pace  and  multiples  stay 
istant. 

believe  that  a  buy-and-hold  strate- 
in  common  stocks  is  very  likely  to 
t  inflation  in  the  next  decade, 
vestors  willing  to  pursue  a  buy- 
hold  strategy  should  look  for 
panies  with  strong  growth  mo- 
tum.  Three  stocks  that  qualify 
Id  be  Automatic  Data  Processing 
Hospital  Corp.  of  America  (35)  and 
less  Cashways  (16).  Estimated  earn- 
for  1980  are  $2.55,  $3.50  and 
75,  respectively. 

)ne  group  I  favor  for  long-term  in- 
ment  is  insurance.  My  favorite 
:ks  are  Combined  Insurance  (20), 
\Visamerica  (19)  and  USLIFE  Corp. 
|j .  Combined  Insurance  should  earn 
:  ut  $3.85  in  1980,  while  Trans- 
it :rica  should  earn  about  $3.90. 

as,  both  stocks  are  selling  at  only 
n  ut  five  times  earnings.  Combined 
<ii  arance  yields  6%,  while  Trans- 
;rica  yields  5%.  USLIFE  currently 
s  at  about  six  times  estimated 
1 0  earnings  of  $4.25  and  yields 
ut  2.5%.  ■ 


Wain's  column  will  return  next  issue.  See 
t  94  of  this  issue  for  his  article  on  one 
'oiler's  brush  with  disaster. 


MAPCO  IS 
OIL  BUT... 


Oil  is  only  a  part  of  the 
MAPCO  picture.  This  inte- 
grated energy  company  also 
produces  and  markets  coal, 
gas  and  gas  liquids,  operates 
LPG  and  anhydrous  am- 
monia pipelines,  retails  LPG 
and  liquid  fertilizer  and  pro- 
duces sonic  instrumentation 
devices. 

For  a  closer  look  at 
MAPCO's  diversification  and 
profitable  growth,  write  for 
our  current  report. 


mapco 

miNc. 

Dept.  P.  1800  S.  Baltimore  Ave. 
Tulsa,  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


One  Grand  opportunity. 


No  sales 
charge 


High  yield  with  just 
$1000  or  more.  (Call  toll-free 
for  current  yield 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity 


Free 
— checkwriting. 

Low-cost 
management. 

Good  stability 
through  quality 
bonds. 


*Call  free  1-800-638-5660. 

If  busy,  or  in  Maryland,  call 
301-547-2136  collect. 


Rowe  Price 
New  Income  Rind,  Inc. 

100  East  Pratt  Street,  Baltimore.  Md.  21202 


\6 


Name  

Address 


Zip_ 


For  more  complete  information,  including  the  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


"It  is  not  in  my  nature  to  give  interviews'/ 

The  only  private  interview  that  Leonid  Brezhnev  ever  gave  to 
American  journalists,  he  gave  to  TIME  Magazine.  "Given 
the  importance  of  the  relations  between  our  two  countries," 
he  said,  "and  the  solid  reputation  of  your  magazine,  I 
decided  to  take  advantage  of  your  request  to  answer  TIME'S 
questions. " 

An  apt  demonstration  of  one  of  TIME's  most  extraor- 
dinary attributes:  the  ability,  through  such  exclusive  inter- 
views as  those  with  Soviet  Party  Chief  Brezhnev  and  China's 
Vice  Premier  Deng,  to  present  aspects  of  the  news  not  avail- 
able anywhere  else. 

And  it  demonstrates,  also,  TIME's  authority  and  leader- 
ship—as newspapers  around  the  world  quoted  excerpts  of  the 
conversation;  as  statesmen  and  readers  scanned  the  columns 
of  TIME  for  new  insights  into  the  Soviet  leader.  Above  all,  it 
demonstrates  TIME's  unmatched  editorial  quality. 

Another  reason  why  TIME  has  earned  more  loyal  readers, 
by  far,  around  the  world  than  any  other  single  news  source.  

The  most  colorf  ul  coverage  of  the  week. 

©Time  Inc.  1979.  All  Rights  Reserve^ 
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REAL  ESTATE 


PRICE  REDUCED 

Montana  Irrigated  Farm  —  2,000 
acres  of  crop  mostly  under  pivot. 
Exceptionally  higli  yields  of  corn, 
alfalfa  and  small  grains  (145  days 
growing  season).  Over  700  acres  of 
additional  dryland  plus  good  im- 
provements bring  price  on  irrigated 
to  under  $l,000/a.  Owners  have  just 
authorized  $250,000  price  reduction 
for  Fall  sale. 

Montana  Wheat  and  Cattle  operation 

35  miles  west  of  Billings  1,600  farmed 
and  3.000  tillable  Will  run  over  1,000 
animal  units  as  it  now  stands.  Good 
headquarters  location  on  Yellow- 
stone River,  easy  access  to  interstate 
highway.  Owners  have  just  authorized 
13%  price  reduction  for  Fall  sale. 

HALL  AND  HALL  INC. 

P.O  Box  1924 
Billings,  MT  59103 
(406)  252-2155 

HILTON  HEAD  ISLAND,  S.C. 
Ocean  Front  Villa  $5400  Down 

New,  completely  furnished,  ocean 
front  condominium  on  beautiful  Hil- 
ton Head  Island,  S.C.  Sleeps  6,  taste- 
fully decorated  with  extras  like  TV, 
stereos,  tennis  center,  pool  area  & 
golf  availability.  90%  finance,  $53,900 
full  price.  Pre-sales  opening  now. 

Call  Builder  Collect 
(803)  785-8666 

FLORIDA  LAND 

30,000  acres  undeveloped  land  on  St. 
Johns  River,  18  miles  east  of  Orlando 
between  State  Roads  46  &  50. 
North  of  Ocala  in  racehorse  area: 
1200   acres   irrigated   soybean  corn, 
vegetable  land  with  2' 4  miles  paved 
frontage.   Also  139  acres  farm  and 
wooded;  310  acres  pasture  land  with 
lime  deposit.  Contact  owner 
NORMS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 


BOOKS 


HOW  TO  KEEP  SCORE 
IN  BUSINESS 

Basic  know-how  about  account- 
ing, financial  reports,  business 
analysis  in  easy-to-understand 
book.  $9.00. 

ALPINE  GUILD 
508D  N.  Oak  Park  Avenue 
Oak  Park  IL  60302 

BUSINESS  SERVICES 
ARE  YOU  BUGGED? 

Our  team  of  experts  will  electronical- 
ly sweep  your  home,  business,  car, 
boat  or  plane  to  detect  and  locate 
hidden  eavesdropping  devices.  Dis- 
creet, professional  service  anywhere 
in  the  world  to  protect  your  privacy. 

CCS  Communication  Control 
62  S.  Audley  St.       605  Third  Ave. 
London  Wl     New  York,  NY  10016 
(01)  629-0223  (212)  682-4637 

TX:  8814709  TX:  426777 
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REAL  ESTATE 


WANTED 

A  scenic  ranch  or  timber- 
land.  Will  pay  up  to  $200 
per  acre  cash. 

Box  A 171  Forbes 
60  Fifth  Ave. 
New  York,  N.Y.  10011 


FREE  CATALOG 

Big,  Free  Fall  1979  Catalog  describes 
and  pictures  more  than  2,600  farms, 
ranches,  acreages,  recreational  proper- 
ties, business,  town  and  country  homes 
in  41  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  \V.  47th 
Kansas  City,  Mo.  641 12 

FLORIDA 
GROWTH  REPORT 

Authoritative  monthly  newsletter  pack- 
ed with  inside  information,  tips  and 
trends  about  Florida  real  estate,  con- 
struction and  investments.  For  free 
sample  write: 

FLORIDA  GROWTH  REPORT 
P.O.  Box  011918,  Miami,  FL  33101 

FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation  invited.  $13,000,000 

Contact:  Justice  Land  Association 
Box  501,  Dalhart,  Texas,  U.S.A.  79022 

Phone:  (806)  249-4000  or  249-2122 


**  LAND  W  ANTED  ** 

10,000  acres  or  more  in  the 
Sunbelt  with  attractive  natural 
amenities — lakes,  trees,  streams, 
mountains,  etc. 

Contact:  Tom  Slaughter 
7700  Sun  Island  Drive  South 
St.  Petersburg,  Fla.  33707 


RESORTS  FOR  SALE 

OCEAN  FRONT 
CONDOMINIUM 

MYRTLE  BEACH,  S.C. 
$5600  DOW  N 

NORTH  MYRTLE  BEACH,  S.C. 
FULLY  FURNISHED  AND  ACCES- 
SORIZED LUXURY  CONDOMINI- 
UM on  one  of  the  world's  widest 
beaches.  Beautifully  decorated.  In- 
cludes color  TV  and  STEREO.  Close 
to  championship  GOLF  Courses  and 
inland  waterway.  90%  financing. 
$55,900  full  price. 

Call  Builder  Collect 
(803)  249-3546 


FAST  FACTS  ABOUT 
FORBES  SUBSCRIBERS 

★  306,000  are  in  top 
management  positions 

*  184,000  serve  on  their 
companies'  board  of 
directors 


JEWELRY 


AUTOMOBILES 


GENUINE  GEMSTONES 
AND  JEWELRY 

Free  wholesale  catalog  Satisfaction 
guaranteed1  Member  Jewelers  Board  of 
Trade,  Chamber  of  Commerce. 

HOUSE  OF  ONYX  (F), 
Greenville.  Kentucky  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


YACHTS  &  BOATS 
CHARTERS 

VIRGIN  ISLANDS 
SAILING  V  ACATIONS 

Representing  50  select  yachts  with 
crew.  From  $95  day /person  includes 
all  meals,  bar,  watersports.  Send 
dates,  number  people,  ages,  to: 

BLUE  WATER  CRUISES 

P.O.  Box  758-F,  St.  Thomas 
Virgin  Islands  00801,  809-774-0650 


'79  CADILLAC 

BROUGHAM  SEDAN 
Originally    built    for   Shah.  ( 

equip  w/  luxury  interior  +  elM 
life-saving    equip.    Includes:  1 
proof  /  explosion-proof  constrt 
gun    portholes,    oil    slick  en 
built-in  tracking  system,  infrarej 
vision,    communication  systel 
built-in  scrambler,  recording  * 
elect,  bug  detection,  emergenc! 
gen  supply,   hidden    escape  i 
Orig.   price  $325,000.   Will  cfl 
reasonable  offer.  Brokers  pra 
CCS  Communication  Control 
605  Third  Ave.       62  S  Aud 
New  York,  NY  10016     l  ondoi 
(212  )  682-4637         (01)  629J 
TX:  426777  TX:  881 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A.  23573  Prospect  Avenue 
Farmington.  Michigan  48024 


FORBES  BINDERS 


'80  Cadillacs  Cost  Le 
In  Detroit 

Before  you  buy  any  Cadilla 
anywhere,  anytime,  call  or  S 

DALGLEISH 
CADILLAC 
6160  Cass  Ave.,  Detroit  4821 
Phone  (313)875-030fl 

Call  Tom  Hodge  or  Mike  Op 


EXECUTIVE  EDUCATK 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95:  three  for  $14 
Binders:  $6.50:  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  Pa.  19141 


COLLEGE  DEGREES  BY  Ml 

Bachelors,  masters,  doctoral) 
Legal,  inexpensive,  fast 
Free  details. 
DR.  JOHN  BEAR 
2150  Franklin  Street,  Dept.  6fl 
Oakland,  California  94612 


SHARING 


ISCA 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  accepted 
at  the  discretion  of  the  Publisher.  Line  rate  is  $18.65.  Mini- 
mum size  ad  is  one  inch  (14  agate  lines)  costing  $261.10 
FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is  $18.30 
Minimum  size  for  display  is  two  inches  (28  agate  lines)  cost- 
ing $512.40.  Must  be  submitted  as  film  negative  or  camera- 
ready  mechanical  to  size.  For  specific  requirements  send 
for  order  form. 

Box  numbers  provided  on  request.  There  is  no  charge  for 
mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month.  Advertising  closing  date  is  one  month  preceding  date 
of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON  /  FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011/(212)  620-2371 
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BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


f (INDUSTRIAL  LICENSE 

ery    substantial,  non-frivo- 
metal  recycling  &  manu- 
f,  uring  license.  We  now  have 

■  onwide  exposure  in  major 
4-le  publications  in  the  in- 
»:ry  with  CONSIDERABLE 
ft.LD  SUPPORT.  Virtually 
ilipetition-free  business.  We 
n  have  over  30  licensees  in 
Miration. 

Bivestment  of  $137,500  is  se- 
I  d  mostly  by  machinery  &  a 
it  ear  support  program, 
ij/e  desire  only  reasonable 
n  nessmen  as  licensees.  Our 
h  uation  of  your  background 
fciorough  &  complete.  Call  or 
fee:   Mr.  Faircloth,  NORTH 

■  ERICAN  CARBIDE  CORP. 
it)  So.  Umatilla,  Englewood, 
£;orado  80110.  1-800-525-8385 
■303)  761-5133. 


miN  OIL  RIGHTSI 

ILeductible  filing  (ee  of  $25  00  puts 
c  n  line  to  win  an  oil  lease  with 
Hble  value  up  to  $100,000.  It's  a 
Hy  run  by  an  agency  of  the  U.S. 
if.  Open  to  all  U.S.  citizens  21  years 
Holder  For  free  information  write: 

!  ATA  SEARCH,  INC.  DEPT.  MR 

P.O.  BOX  21186 
li)ENVER,  COLORADO  80221 

|i    OR  CALL  TOLL  FREE: 
I)  1-800-327-9191  EXT.  460 


MOW  TO  MAKE  A 
KILLING  IN  YOUR 
OWN  SMALL 
BUSINESS 

j'ECIAL  28-PAGE  REPORT 
tUTLINES  THE  HOTTEST 
|7  BUSINESS  OPPORTUNI- 
TIES FOR  1980!  SEND  FOR 
FREE  COPY  TO 
AMERICAN 
I  NTREPRENEURS  ASSN, 
i  1  Wilshire  Blvd.  Suite  B-168 
Santa  Monica.  CA  90401 


■UNCIAL  BROKERS  NEEDED 
■live.  Prestigious  Opportunities 
IWailable.  Work  your  own  hours. 
IKperience  necessary.  National 
Uiny  will  assist.  Also,  financing 
lilablc  for  all  worthwhile  projects 
limpetitive   rates.   Free  Details: 

D.F.C.  Corp. 

I143-G-I0,  1145  Reservoir  Avenue 
Uranston,  Rhode  Island  02920 

MUFFLER 
ANCHISE  OPPORTUNITY 

fcr  Meineke's  new  concept 
mtory  control,  pricing,  and 
.  Write  or  Call: 

ke  Discount  Muffler  Shops.  Inc. 

Vest  Loop  South  (Suite  103) 
e,  TX  77401.  Toll  Free  (800) 
97.  Texas  Residents  call 
<raft— collect  (713)  661-0414. 


HOME  IMPORT 
►1A1L  ORDER  BUSINESS 

irnings  in  profitable  spare/full 
project.  Deal  direct  with  over- 
iupplicrs.  Newest  products  at 
m  U.S.  cost.  Up  to  500%  profit, 
aduct  investment.  Famous  world 
starts  you. 

e  MELLINGER,  Dept.  SI59A 
Woodland  Hills,  CA  91367 


FEEL  LIKE  YOU'RE  JUST 
MARKING  TIME  IN  A 
DEAD-END  JOB? 

Are  you  as  successful  as  you 
want  to  be?  Do  you  love  your 
work?  Find  out  about  a  Gen- 
eral Business  Services  business 
counseling  franchise.  For  a 
$15,000  franchise  fee,  we'll 
give  you  all  the  training  you 
need  to  start  your  own  coun- 
seling business. 

If  you  qualify,  you  can  get  a 
GBS  franchise  in  almost  any 
city,  large  or  small. 

Sound  like  the  break  you've 
been  waiting  for?  Call  or  write 
for  more  information  today: 
Mr.  Robert  Turner,  V.P. 
Field  Development 
Department  F-N-10 
General  Business  Services,  Inc. 
The  GBS  Building 
51  Monroe  Street 
Rockville,  MD  20850 
Or  call  toll-free: 
(800)  821-7700.  ext.  830 


BE  A  TAX  CONSULTANT 


Income  unlimited  m  ever  growing  profession 
Our  students  are  earning  lucrative  tees  in  dig- 
nified full  or  part  time  home-office  business 
preparing  income  tax  returns  during  busy  tax 
season  Many  operate  profitable  Business  Tax 
Service  with  steady  monthly  fees  of  $10  $50 
Uo  bookkeeping  experience  necessary  We  tram 
i0u  at  home  and  help  you  start  Licensed  by  N  Y. 
Education  Dept  No  agent  will  call  Write  for 
free  literature  Accredited  Member  NHSC  Ap- 
proved for  Vet  Training  A  home  study  school 

NATIONAL  TAX  TRAINING  SCHOOL 
Monsey,  88KK  N.Y.  10952 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


>u  can  compete  with 
fot  this  federal  land 
Deductible)  tee  could 
S75.000  immed 


F  MILLIGAfM,  INC.  Drawer  3403.  Boulder.  CO  80307 


HELICOPTER  MANUFACTURER 
SEEKS  ADDITIONAL 
PRODUCTION  CAPACITY 

.  .  .  for  U.S.  and  export  markets.  Ac- 
quisition, joint  venture,  merger  or  lic- 
ensing available.  Two  models  of  heli- 
copters; over  400  units  in  use  around 
the  world.  Program  requires  one  mil- 
lion dollars  for  facilities  and  produc- 
tion funds  •  Contact  President. 
BRANTLY-HYNES  HELICOPTER 
Box  697,  Frederick,  OK  73542,  U.S.A. 
405-335-2256 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 170  Forbes 
60  Fifth.  Avenue 
New  York,  NY  10011 


FORBES  READERS 
will  be  delighted  with 
"GEMS  OF  THOUGHT" 
...  a  magnificent  volume  of  wis- 
dom and  inspiration.  PRESTIGE 
GIFT  ideal  for  personal  and  busi- 
ness gift-giving.  To  examine  this 
exquisitely  printed  DeLuxe  Gift 
Edition,  with  hard  cover  stamped 
in  genuine  Gold,  send  $8.95. 
30    day    money-back  guarantee. 
For  Christmas  giving,  in  case  lots, 
10  for  $79.50,  POSTPAID.  For 
descriptive  folder  or  single  copy 
at  once,  write: 

MAY  PUBLISHING  CO. 
P.O.  Box  87 
Clearwater,  Fla.  33517 


HUNTING 


BUFFALO  HUNT 

Guaranteed  Buffalo  Hunt  in  Col- 
orado wilderness  area.  Everything 
furnished — Trout  fishing — Sept.  1 
thru  Dec.  1979. 

call  303/824-3624 
or  write  Box  782 
Hayden,  Colorado  81639 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


SWISS 
FRANC 
SECURANCE 

for  purchasing  power  protection 
against  continuing  inflation  and 
soaring  consumer  prices.  FREE 
FACTS  on  guaranteed  life  in- 
come or  interim  fund  placement 
payable  in  world's  strongest  cur- 
rency deposited  to  your  bank 
monthly  or  quarterly  by  major 
Swiss  fiduciaries.  NORTHSTAR 
FINANCO,  524  CHARLES  ST., 
EAST  LANSING,  MI  48823 
(517)  337-2331 


THOROUGHBRED  RACE  HORSES 

Investment  opportunities  in  the  Sport 
of  Kings.  A  wide  range  of  investment 
possibilities  exist  in  Thoroughbred 
race  horses  and  breeding  stock.  Ex- 
cellent tax  advantages  and  plenty  of 
action. 

NORTHEAST  THOROUGHBRED 

413  Westwood  Dr. 
Woodbury,  NJ  08069 
Phone:  (609)  853-1204 


CAPITAL  TO  INVEST 

NEED  COLLATERAL??? 

Financial  guarantees 
Irrevocable  letters  of  credit 
ICC  290's  &  packaging 
Funds  to  open  escrows 
Standbys-Takeout- Permanent  loans 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOR  LTD. 
567  San  Nicolas  Dr.  Suite  206 
Newport  Beach,  CA  92660 
714/640-1633 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 

One  out  of  every  13  FORBES  subscribers  is  a  millionaire 


EXECUTIVE  GIFTS 


-L.L.Bean\ 

Outdoor  Sporting  Specialties 


FREE  Fall  Catalog 

Fully  illustrated.  Featuring  camping, 
hunting,  hiking  and  winter  sports 
equipment.  Practical,  longwearing 
apparel  and  footwear  for  men  and 
women.  Many  items  of  our  own  manu- 
facture. Our  67th  year  of  providing 
high-grade  outdoor  sporting 
specialties.  All  guaranteed  to  be  100% 
satisfactory. 


□  PLEASE  SEND  FREE  CATALOG 


Name  . 
Address. 

City   

State  


-Zip. 


L.  L.  Bean,  Inc. 
3661  Ca»co  Street 
Freeport,  ME  04033 


The  Corporate  Tie^ 

...  by  Warden-Brooks 

The  elegant  understate- 
ment in  this  tie  is  the 
kind  of  imaginative  styl- 
ing that  distinguishes  a 
Warden-Brooks  tie.  Send 
us  your  company  logo 
or  your  present  cor- 
porate tie  and  our  de- 
signers will  send  you 
their  suggestions  r 
turning  your  good  i.ime 
into  an  expression  of 
your  good  taste.  Among 
others,  we've  done  hand- 
some ties  for  E.  F.  Hut- 
ton,  Dow  Jones,  Pepsi  Cola,  Mobil 
and  the  Harvard  Club,  so  you'll 
be  in  good  company. 

Write  or  call  today. 

VJirden-Bvooks,  Ltd. 

292  Lexington  Avenue,  NY  10016 
\  (212)  679-7570  /" 


CUSTOM  PIPE  TOBACCO 


The  world's  finest  tobaccos  custom 
blended  for  the  ultimate  smoking 
pleasure  Write  for  free  catalog 
SAMPLER  PAK  of  5  unique  blends 
$1  25  ppd 

GREEN  RIVER  TOBACCO  CO.  Dept.  38 

P.O.  Box  1313,  Owensboro.  Ky  42301 


Life  is  neither  to  be  wept 
over  nor  to  be  laughed  at 
but  to  be  understood. 
Schopenhauer 


I  laugh  at  everything,  for 
fear  of  being  obliged  to  weep. 
Caron  de  Beaumarchais 


Laughter  is  an  affection 
arising  from  the  sudden 
transformation  of  a  strained 
expectation  into  nothing. 
Immanuel  Kant 


If  God  answered  all  peoples' 
prayers,  the  world  would 
have  standing  room  only. 
Icnas  Bernstein 


A  misery  is  not  to  be 
measured  from  the  nature 
I    of  the  evil,  but  from  the 
temper  of  the  sufferer. 
Joseph  Addison 


There  is  one  postulate  on  which 
pessimists  and  optimists  agree. 
Both  their  arguments  assume 
it  to  be  self-evident  that  life 
is  good  or  bad  according  as 
it  does  or  does  not  bring  a 
surplus  of  agreeable  feeling. 
Herbert  Spencer 


The  first  point  of  wisdom 
is  to  discern  that  which  is 
false,  the  second,  to  know 
that  which  is  true. 
Lactantius 


Never  regret  yesterday. 
Life  is  in  you  today,  and 
you  make  your  tomorrow. 
L.  Ron  Hubbard 


If  during  30  years,  the 
annoyances  connected  with  shirt 
buttons  found  missing  when 
you  are  hurriedly  dressing 
for  dinner  were  gathered 
into  a  mass  and  endured  at 
once,  it  would  be  misery 
equal  to  a  public  execution. 
Alexander  Smith 


Thoughts 

on  the  Business  of  Life 


If  nothing  seems  to  be 
going  right  for  you,  remember 
the  fable  of  what  happened 
when  the  Lord,  moved  by 
ceaseless  complaining, 
summoned  all  the  people  and 
told  them  to  throw  their 
troubles  on  one  heap.  Each 
one  was  told  to  pick  out 
the  lightest  he  could  find 
And.  to  the  last  man,  every 
one  selected  his  own. 
B.  C.  Forbes 


Men  do  not  trip  over  mountains, 
they  trip  over  molehills. 
Confucius 


The  most  unhappy  of  all 
men  is  he  who  believes 
himself  to  be  so. 
David  Hume 


When  sorrow  is  asleep, 
wake  it  not. 
Thomas  Fuller 


To  be  unduly  troubled  by  trouble 
makes  your  trouble  double. 
Arnold  Glasow 


Magnificent  autumn!  He  comes 
not  like  a  pilgrim,  clad  in 
russet  weeds;  not  like  a 
hermit,  clad  in  gray;  but  like 
a  warrior  with  the  stain  of 
blood  in  his  brazen  mail. 
Henry  Wadsworth  Longfellow 


More  than  3,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Sorrows  are  like  thunder 
clouds:  In  the  distance  they 
look  black,  but  overhead 
they  are  hardly  gray. 
Jean  Paul  Richter 


Many  of  our  miseries  are 
merely  comparative;  we  are 
often  made  unhappy,  not  by 
the  presence  of  any  real 
evil,  but  by  the  absence 
of  some  fictitious  good. 
Samuel  Johnson 


We  may  learn  from  children 
how  large  a  part  of  our 
grievances  is  imaginary. 
But  the  pain  is  just  as  real. 
Christian  Bovee 


Pure  and  complete  sorrow 
is  as  impossible  as  pure 
and  complete  joy. 
Leo  Tolstoy 


A  Text . . . 

For  God  is  not  the  authoi 
of  confusion  but  of  peace 
I  Corinthians  14:33 


Sent  in  by  Evelyn  Oberstad,  Chicago 
What's  your  favonte  text'  The  Forbes  S 
book  of  Thoughts  on  the  Business  of  L 
presented  to  senders  of  texts  used. 


If  there  is  a  hell  upon 
earth  it  is  to  be  found  in 
a  melancholy  man's  heart. 
Robert  Burton 


I  am  satisfied  with,  and 
stand  firm  as  a  rock  on, 
the  belief  that  all  that 
happens  in  God's  world  is 
for  the  best,  but  what  is 
merely  germ,  what  blossom 
and  what  fruit  I  do  not  know. 
Johann  Fichte 


All  is  for  the  best  in  the 
best  of  possible  worlds. 
Voltaire 
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Who  could  blame  you? 

CHIVAS  REGAL  .1.75  LITER  BOTTLE  •  12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  GENERAL  WINE  &  SPIRITS  CO  .  N  Y  . 


Relocating  or  expanding  a  business  is  a 
time-consuming,  complicated  process,  but . . . 


u  When  it's  done 
by  professionals, 

it's  done  right? 


The  Philadelphia  Industrial  Develop- 
ment Corporation  is  one  of  the  oldest 
economic  development  agencies  in 
the  country — and  the  best. 
For  over  20  years  we  have  been  help- 
ing companies  like  yours  with  every- 
thing from  low-cost,  long-term 
financing  packages  to  the  issuing 
of  permits  and  licenses. 
We  have  the  broadest  possible  spec- 
trum of  programs  to  fit  any  individual 
project  need,  and  a  remarkable  range 
of  on-staff  expertise  in  law,  real 
estate,  marketing,  etc. 
Perhaps  most  importantly,  our  close 
working  relationship  with  government 
agencies  and  local  lending  institutions 
slices  through  red  tape  .  .  .  and  gets 
things  done . 


Relocation  or  expansion  can  be  a  con- 
fusing, even  a  costly  process.  P1DC 
is  here  to  help  you — every  step  of  the 
way.  Call  or  write  today. 


Yea,  I'd  like  to  learn  more  about  how  PI  DC 
can  help  my  business 


NAME: 
TITLE: 


FB-10-15 


COMPANY: 


ADDRESS: 


CITY: 


ZIP: 


.STATE: 


MAIL  TO: 

Walter  D'Alessio,  Executive  Viee  President 
PHILADELPHIA  INDUSTRIAL  DEVELOPMENT 
CORPORATION 

Suite  1705.  One  East  Perm  Square 
Philadelphia.  Pa.  19107 
(215)  568-4448 


HOW  TO  GET 
A  FEDERAL  EXPRES 
COURIER  PAK  TO 
MOVE  REALLY  FAST 


Recently,  an  Emery  Express 
driver  picked  up  a  package. 

It  was,  oddly  enough,  a  Federal 
Express  Courier  Pak. 

With  an  Emery  Express  sticker, 

Not  so  strange,  however,  when 
you  consider  that  while  Federal 
promises  overnight  delivery,  they 


don't  tell  you  what  time  next  day 
they'll  be  there.  We  do. 

We  deliver  by  1 1  a.m.  or  earlier. 

And  we  also  save  you  money. 
For  5  out  of  6  times,  Emery  is  less 
than  Federal.  And  we're  never  more. 

So  if  you  have  a  package  that 
absolutely,  positively  has  to  be  there 


overnight,  call  and  ask  for  the  people 
more  and  more  Federal  Express 
customers  are  asking  for. 
Emery  Express. 

EMERU 

Express 

The  small  package  service  that  delivers  before  the  1 1th  hour. 


MM, 


Overnight  P 
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i  ii  rketing:  "I'm  not  sell- 
In!  chocolate,"  says  Hun- 
's an-born  chocolatier 
I  >mas  Krdn,  "I'm  selling 
Ij  style."  Except  Camp- 
bi  Soup's  Godiva  did  it 
fait— and  so  far,  better.  45 


As  I  See  It:  The  energy 
crisis  has  hit  the  best-sell- 
er lists  in  the  form  of  a  new 
book  whose  authors  offer 
some  surprising  argu- 
ments. 64 


Cover  Story:  "We've  been 
taking  on  the  juggernaut 
since  time  immemorial," 
says  a  Ford  executive.  The 
juggernaut  is,  of  course, 
GM.  How  does  Ford  stack 
up  against  it  now?  51 


Backyard  Brokers:  Some 
regional  brokers  are  run- 
ning rings  around  the  big 
wire  houses.  94 


Companies:  Amdahl 
Corp.  may  be  running 
scared  against  IBM,  but 
not  against  its  bankers — 
despite  all  the  borrowed 
money  it  needs.  104 


Features 

<  mpanies:  General  Tire  And  The  Wages  Of  Sin.  Next 
wir,  the  Federal  Communications  Commission  just  might 
c  :ide  whether  General  Tire's  RKO  subsidiary  is  qualified 
t;hold  FCC  licenses  and  thus  to  sell  its  Boston  television 
s  tion  to  a  group  headed  by  Boston  wheeler-dealer  David 
tfigar.  It  is  probably  the  most  important  broadcasting  license 
ii;e  ever  39 

Insumer  Finance:  The  Bank  Card  Bubble.  Whenever 
Hi  see  a  lot  of  banks  all  doing  the  same  thing,  it's  time  to 
lik  out.  Consider  bank  credit  cards,  the  latest  enthusiasm 
if! the  people  who  thought  REITs  were  good  risks  and  loans  to 
rakey  and  Zaire  good  business  41 

J,  ucation:  Son  Of  Proposition  13.  An  odd  coalition  of 
"i'erals  and  conservatives  is  pushing  an  alternative  system  to 
ilMically  overhaul  California's  public  schools  43 

ireaucracy:  A  Fable  For  Our  Times.  Marty  Silver  isn't 
jf  real  name,  but  he  is  a  real  businessman.  All  he  wants  to  do 
jfretire.  But  the  nice  young  man  from  the  Labor  Depart- 
|ent  insists  on  "saving"  him  44 

111:  When  The  Russians  Start  Running  Out.  Not  too  many 
fars  ago,  the  world's  largest  producer  of  crude  oil  was  the 
'luted  States.  Now  the  U.S.  is  third  and  the  Soviet  Union 
:  (number  one.  For  two  years  the  CIA  has  been  warning  that 
jfe  U.S.S.R.  will  cross  the  line  from  oil  exporter  to  im- 
flrter  in  the  next  decade — with  profound  international 
(iplications  58 

Dvernment:  Twin  Towers  For  Sale.  It  would  be  a  big  help 
Ithe  hulking  Port  Authority  could  unload  a  big  loser  61 

•land:  Comrade,  Can  You  Spare  A  Dime!  The  Poles  owe 
15  billion  in  medium-  and  long-term  loans  to  Western 
Editors.  Of  that,  $4  billion  in  hard  currency  is  coming  due 
|is  year.  And  they  can't  pay  71 


Japan:  Bailing  Out  Mitsui.  Japan's  second-largest  trading 
company  has  $38  billion  in  annual  sales,  but  even  so,  its 
nightmarish  $3  billion  Bandar  Shahpur  petrochemical  com- 
plex in  Iran  may  deal  it  a  severe  blow  unless  it  gets  help  from 
the  Japanese  government  and  business.  Grudgingly,  it  appears, 
they  will  step  in  and  bail  Mitsui  out  74 

Companies:  The  Struggles  Of  A  Faded  Star.  Back  in  the 
early  Seventies,  Charlotte,  N.C.'s  NCNB  Corp.  was  Wall 
Street's  favorite  bank  company  and  so  confident  it  would 
inherit  the  world  that  one  executive  who  joined  it  in  its  glory 
days  told  his  wife:  "I've  never  seen  so  many  people  who  can 
walk  on  water."  Alas,  NCNB  is  doing  sensible  things  these 
days,  but  the  analysts  don't  love  it  as  they  did  when  it  did 
wild  things  78 

Companies:  A  Security  For  Every  Taste.  Penn  Central 
made  a  spectacular  bankruptcy.  It  looks  as  if  it  will  make  an 
interesting  recovery  83 

Companies:  Are  Assets  Everything!  San  Francisco's  $2.3 
billion  (sales)  Southern  Pacific  Co.  has  assets  coming  out  of 
its  ears  but  sells,  in  the  words  of  Chairman  Benjamin  F. 
Biaggini,  "at  a  ridiculously  low  price."  If  Biaggini's  estimates 
are  correct,  its  huge  land  holdings  alone  are  worth  $5  a 
share  more  than  the  whole  company  is  selling  for.  But  inves- 
tors— smart  ones — look  at  management,  too  86 

Finance:  Ma  Bell  Bets  On  Stability.  Why  is  mighty 
American  Telephone  &  Telegraph  Co.  willing  to  pay  a  little 
more  in  interest  rates  now  to  attain  the  flexibility  of 
refinancing  later?  Figure  it  out:  Bell  people  aren't  gamblers. 
Their  decision  indicates  a  belief  that  the  odds  favor  a 
decline  in  long-term  rates  90 

Tires:  Rubber  Match.  The  most  dedicated  contrarian 
ought  to  be  satisfied  with  the  flood  of  bad  news  about  the  U.S. 
tire  industry.  It's  hard  to  see  how  anyone  could  lose  buying 
Goodyear  at  half  book  value  and  yielding  8.6%.  What's 
unknown,  however,  is  how  long  it  will  take.  So  the  best 
contrarian  case  right  now  can  be  made,  not  for  Goodyear,  but 
its  old  rival,  Goodrich  102 
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The  Up-And-Comers: 

Henredon  Furniture's 
ebullient  president  seems 
almost  to  get  furniture  de- 
signs out  of  the  air.  He'll 
need  to,  if  he  is  to  meet  his 
ambitious  goals.  113 


Coping  With  The  Crash: 

When  it  comes,  says  a  top 
investment  manager,  it 
will  show  up  this  time 
around  in  housing  prices. 
Here's  what  you  can  do 
about  it.  126 


Nuclear  Energy:  While 
the  U.S.  waffles  and  Swe- 
den and  Germany  recon- 
sider their  programs, 
France  forges  ahead.  150 


Newspapers:  Who  says 
daily  newspapers  are  like 
oil  in  the  ground?  Here  are 
some  shoestring  oper- 
ations that  are  giving  even 
monopoly  papers  fits.  168 
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The  Up-And-Comers:  Who  Needs  Las  Vegas!  Centronics 
Data  Computer  is  the  leading  independent  supplier  of  print- 
ers to  the  computer  industry  today  because  founder  Robert 
Howard  came  up  with  an  electronic  device  to  control  "skim- 
ming" in  Nevada  gaming  casinos  a  decade  ago.  So  why  did 
he  spin  off  the  goose  that  laid  the  golden  egg?   115 

Companies:  Pioneer's  Sustained  Yield.  Henry  Agard  Wal- 
lace, FDR's  Agriculture  Secretary  and  Vice  President  and  later 
the  left-wing  Progressive  Party's  presidential  candidate, 
may  be  only  a  footnote  in  political  history,  but  his  place  in 
business  is  more  secure.  More  than  50  years  ago,  Wallace 
founded  Pioneer  Hi-Bred  International  to  produce  hybrid  corn 
seed.  Still  following  Wallace's  basic  principles,  Pioneer  has 
become  the  world's  largest  seed-corn  producer  and  an  envi- 
ably profitable  company  120 

Energy:  Self -Reliance,  Buckeye  Style.  Their  total  annual 
production  wouldn't  come  close  to  what  Saudi  Arabia  flares 
off  its  oilfields  in  a  year,  but  hundreds  of  Ohio  companies 
are  proving  that  producing  some  of  your  own  natural  gas  can 
be  mighty  comforting  154 

Statistical  Spotlight:  The  Return  Of  Benjamin  Graham. 
Back  in  the  depths  of  the  Depression,  the  father  of  modern 
security  analysis  laid  down  the  criteria  that  became  the 
basis  of  Forbes'  "Loaded  Laggards."  Over  the  years,  the 
criteria  were  relaxed  as  the  market  rose.  Now,  however, 
some  stocks  are  so  depressed  that  Graham's  original  stan- 
dards once  more  can  be  applied.  Result:  Almost  200 
companies  are  worth  more  dead  than  alive  158 

Statistical  Spotlight:  But  Which  Bear  Market!  On  paper 
at  least,  investors  in  the  stock  market  overall  are  $150  billion 
richer  than  they  were  in  February  164 

Executives:  Is  There  Life  After  Retirement!  The  one  thing 
absolutely  certain  about  a  chief  executive's  power  is  that  he'll 
lose  it.  The  only  alternative  to  retirement  is  death  in  office. 
What  happens  to  CEOs  when  they  close  the  office  door  for 
the  last  time?  Forbes  talked  to  ten  of  them,  ranging  in  age 
up  to  86-year-old  Thomas  McCabe.  Each  has  coped  with 
retirement  in  his  own  way,  but  all  of  them  are  surprisingly 
active  and  vigorous  174 


keeps  a  copy  of  Extrao\ 
nary  Popular  Delusi\ 
and    the  Madness 
Crowds.  It's  a  useful  wa 
ing.  188 


Faces  Behind  The  Figures 

Don  Bluth  (Ex- Walt  Disney  Studios) 

Howard  Colhoun  (Rowe  Price  New  Era  Fund)   

Martin  Bucksbaum  (General  Growth  Properties) 

Makoto  Iida  (Security  Patrols  Limited  Co.) 

Edward  A.  Weinstein  (Touche  Ross)  

Justin  Meyer  (Franciscan  Vineyards) 

Howard  B.  Johnson  (Howard  Johnson  Co.)   

Barry  K.Schwartz  (Calvin  Klein  Ltd.)   
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Money  And  Investments 

The  Economy:  The  Trap.  It's  always  risky  to  react  to  whai 
has  happened  rather  than  to  what's  going  to  happen.  In 
economic  terms,  a  measure  of  what  has  already  happened  is 
a  trailing  indicator.  Congress  may  not  have  learned  it  bu 
that's  what  the  unemployment  rate  is  
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Document  Feeder. 
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Teamwork 


There's  an  old  joke  about  one  Texas 
Ranger  arriving  in  town  to  put  down  a 
riot.  "There's  just  one  of  you,"  says  a 
worried  townsman.  "There's  just  one 
riot,"  replies  the  Ranger.  So  if  one  Texas 
Ranger  can  handle  one  riot,  why  did  it 
take  two  Forbes  reporters  to  handle  this 
week's  cover  story  on  Ford's  strategy  for 
the  1980s?  And  how  do  two  strong  indi- 
viduals mesh  their  quite  different  report- 
ing and  writing  styles? 

For  starters,  both  reporters,  Washing- 
ton Bureau  Chief  Jerry  Flint  and  Chicago 
Bureau  Chief  Bob  Tamarkin,  liked  Editor 
Jim  Michaels'  idea  of  throwing  them  to- 
gether on  the  Ford  story.  "Flint  worked 
in  Detroit  for  years  and  knows  his 
sources,"  says  Tamarkin.  Returning  the 
compliment,  Flint  says:  "Bob  has  done 


way  and  the  possibility  of  making 
ey  on  smaller  cars.  We  were  driving) 
to  the  hotel  together  from  an  intel 
when  the  light  bulb  lit  up.  We  botfl 
how  the  pieces  fit  together,  how  a  1 
hand  could  be  a  winner.  We  knew 
that  we  had  a  story." 

Flint  flew  back  to  New  York  and 
lined  the  story  theme  to  Editor  Mic 
while  Tamarkin  spent  several  morel 
in  Detroit  gleaning  additional  infei 
tion  on  the  new  car  models.  Then  t 
the  problem  of  writing  together. 

"It  didn't  make  sense  to  divide 
story  into  sections,  one  for  him,  orj 
me,  then  merging  paragraphs, 
thought  we  had  to  write  together," 
Tamarkin.  "But  then  we  made  a  hoi 
discovery,"  said  Flint,  who  flew  to 
cago  to  work  there  with  Bob.  "I  li 
write  in  the  day,-  Bob  likes  to  wri 
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Forbes'  Bob  Tamarkin  (\eh.)and  Jerry  Flint 


his  share  of  automobile  stories  and 
knows  a  lot  more  about  Forbes  cover 
story  techniques  than  I  do." 

But  the  first  problem  was  a  reporting 
strategy.  Flint  slipped  into  Detroit  early 
to  meet  with  some  old  Ford  friends,  after 
hours,  to  get  a  feel  for  the  automaker's 
problems.  When  Bob  arrived  they  decid- 
ed to  do  some  key  interviews  jointly. 
"We  both  heard  the  same  man,  but  that's 
no  waste  of  time,"  said  Tamarkin.  "It 
was  important  that  we  agree,  between 
ourselves,  on  just  what  the  words  had 
meant.  We  could  also  see  that  our  inter- 
viewing techniques  complemented  each 
other." 

Says  Flint:  "We  agreed  that  the  key 
questions  involved  Ford's  ability  to  cope 
with  the  dramatic  market  shift  under 


night."  After  half  a  day  of  what-shall 
do,  Flint  started  writing  a  first  draft, 
rewrote  at  night.  Flint  rewrote  Bob  im 
day,  and  Bob  rewrote  Flint  again  at  ni, 
"It  wasn't  wasteful.  Separately  we  wc 
have  done  several  drafts.  This  way  e 
of  us  added  points  the  other  had  missi 
says  Tamarkin. 

"Bob  chopped  my  long  quotes,  an 
condensed  his  points.  That  way 
came  out  with  a  tight,  readable  stoi 
says  Flint.  Flint  returned  to  Washingt 
but  the  pair  hadn't  finished  polish 
their  draft.  They  passed  it  back 
forth  between  their  bureaus  until  2  a 
one  morning,  and  then  sent  it  on  to 
Michaels  in  New  York.  The  result  is! 
page  51. 
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If  you  want  to  know  how  to  read  our 
confusing  economy,  read  these. 


Will  the  economy  pick  up 
again  in  the  months  ahead? 
Or  can  we  expect  stagnation 
—  or  worse— from  higher  oil 
prices,  a  shortage  of  capital, 
slowing  productivity? 

To  help  answer  questions 
like  these,  some  of  the  finest 
economic  thought  leaders  in 
America  have  participated  in 
23  lecture  series  at  U.S. 
colleges  and  universities. 


These  programs,  the  ITT 
Key  Issues  Lecture  Series, 
have  included  Dean  Rusk, 
Isaac  Asimov,  Vernon 
E.  Jordan,  Jr.,  Juanita  Kreps, 
Daniel  Boorstm,  former 
Congressman  John  E. 
Moss,  Lee  Loevinger, 
Raymond  Vernon,  among 
others. 

Their  talks  have  been 
brought  together  in  a  num- 


Pace,  others. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


An  acute  look  at 
the  role  of  technol- 
ogy, capital  forma- 
tion and  other 
factors  in  shaping 
Amenca's  eco- 
nomic future. 
Jules  Backman 
(ed.),  Edwin 
Mansfield,  Norma 


James  M.  Voss,  others. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


How  will  dwin- 
dling resources, 
population  trends, 
energy  costs  affect 
business7  An  inter- 
disciplinary review. 
Howard  F.  Van 
Zandt(ed.), 
Edward  T.  Hall, 
Sir  James  Lindsay, 


Order  these  essential  books  today. 
Write  to: 

Bobbs-Mernll  Educational  Publishing 
4300  West  62nd  Street,  Dept.  1079F 
Indianapolis,  Indiana  46206 


ber  of  provocative,  enlight- 
ening volumes. 

Each  has  an  insightful 
foreword  by  Harold  S. 
Geneen,  ITT  Chairman. 

Here  are  the  latest. 


ITT 

The  best  ideas  are  the 
ideas  that  help  people. 

 1 


Leadership 
looms  as  our  latest 
shortage— and 
without  leadership, 
other  problems 
facing  us  are  mag- 
nified. The  alterna- 
tives are  discussed 
by  six  authorities, 
among  them: 


A  New  Tax 

i  SmicniRi 


Frank  E.  Kuzmits  (ed.),  John  B. 
Miner,  Earl  G.  Graves. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


others. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


Instead  of 
reforming  taxes, 
recent  laws  could 
cause  still  more 
problems.  Ques- 
tions raised  by 
Donald  H. 
Skadden(ed.), 
Murray  L. 
Weidenbaum, 
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Like  everything 
else,  accounting 
procedures  are 
undergoing  sig- 
•'X'.  ruficant  changes 
these  days. 
Experts  in  busi- 
'  ness,  government 
and  academic  life 
provide  a  lucid, 
practical  guide.  They  include  Dhia 
D.  AlHashim  and  James  W.  Robertson 
(eds.),  James  Don  Edwards,  former 
Congressman  John  E.  Moss. 

□  hardcover  @$  12.50 

□  paperback  @$6.95 


The  impact  of 
inflation,  govern- 
ment policy  and 
international 
events  on  capital 
formation— and 
the  impact  that 
capital  scarcity  is 
bkely  to  have. 
Among  those  dis- 
cussing the  issues:  Alan  Heslop  (ed.), 
David  I.  Meiselman,  Geoffrey  Bell. 

□  hardcover  @$9.95 

□  paperback  @$4.95 
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How  Johnson  Controls  gives  Jim  Mark 


ig,  dir  conditioning,  lire  management,  security  and  communications.  *1979  Johnson  Controls,  Inc. 


al  control  of  Benj.  Franklin  Plaza. 


Tell  us  about  your  building,  Mr.  Markin, 

We  have  a  commercial  building,  four  years  old. 
It  has  20  stories  above  ground  and  three  below. 
All  told,  391,000  square  feet.  Rental  space  is 
divided  among  50  tenants.  The  main  tenant — 
that's  us,  Benj.  Franklin  Federal  Savings 
&  Loan — moved  in  during  November,  1975.  Our 
executive  offices  are  in  the  building.  It's  a  lot  to 
keep  on  top  of.  But  as  owners  and  operators  we 
must  have  total  control  over  every  square  foot. 

And  do  you  have  total  control? 

We  built  a  Johnson  Controls  JC/80  computer  right  into 
this  building.  It  was  the  first  totally  automated  building 
in  the  Northwest.  Heating,  ventilating,  air  conditioning 
are  all  controlled  by  the  computer.  Our  lighting,  our 
security,  including  a  card  access  system  for  the  elevators 
after  hours,  is  controlled  by  the  JC/80.  And  not  only  is  the 
building  protected  by  sprinklers,  but  our  JC/80  can  locate 
a  fire,  call  the  fire  department,  and  give  evacuation 
instructions,  too.  I'd  call  that  total  control. 

How  much  does  the  JC/80  save  you? 

We've  always  had  the  JC/80,  so  I  have  no  previous  figures 
to  compare  to.  But  I  can  tell  you  this.  Rental  rates  are  based 
largely  on  operating  costs,  and  last  year  our  rates  went  up  less 
than  4%.  That's  a  lot  less  than  the  rise  in  utility  charges.  And 
all  systems  are  carefully  monitored,  24  hours  a  day,  by  the 
computer,  our  building  engineer,  or  his  assistant.  He  doesn't 
even  have  to  be  at  the  console.  The  computer  asks  for  him  if 
there's  a  problem.  This  has  to  be  a  major  savings  in  manhours. 
And  we  have  new  programs,  new  savings  in  the  works. 
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New  programs,  new  savings? 

Take  our  meeting  rooms.  Things  are  happening  there  maybe  three  nights 
a  week.  Or  maybe  a  tenant  wants  to  work  late.  Used  to  be  we  had  to  heat 
or  cool  the  whole  building  to  use  a  floor  after  hours.  But  now  we've 
programmed  the  JC/80  to  deliver  air  to  each  floor  individually.  And 
added  a  start-stop  program  to  save  steam.  And  a  demand-limiting  program 
to  cut  electric  bills.  It's  too  soon  to  give  you  hard  savings,  but  we  estimate 
$950  to  $1000  a  month.  I'll  have  to  revise  these  savings  upward,  because 
I've  heard  our  electric  rates  are  going  up  21.2%.  Anticipated  payback  for 
these  capital  modifications  is  less  than  two  years. 

Do  you  have  a  service  agreement 
with  Johnson  Controls? 

We  do.  Johnson  Controls  is  capable  of  handling  all  or  any  part  of 
control  maintenance,  but  we  do  a  lot  ourselves,  because  the  computer 
frees  up  our  building  engineer.  Johnson  Controls  is  responsible 
for  maintaining  the  vital  legs  of  the  computer  system.  They 
have  the  experience,  the 
people,  and  the  tools  to  do 
this  job  best.  So  we  just 
leave  it  to  them. 
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ie  total  control  company 


FREE IDEABOOK 

This  free  brochure  gives  you  full  information  on 
saving  energy  and  money  with  Johnson  Controls 
Building  Automation  Systems.  Send  for  your  free 
Ideabook  today: 

Mr.  Ron  Caffrey,  Vice  President,  Marketing, 
Systems  &  Service  Div.,  Johnson  Controls,  Inc., 
Ref.  G-13A,  Box  423,  Milwaukee,  Wise.  53201 
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Edited  By  John  A.  Conway 


Uncle  Sam's  debts 

rhe  semiannual  congressional  charade 
>ver  raising  the  national  debt  limit — the 
standard  rite  of  fulminations  against  fed- 
:ral  spending  followed  by  approval — 
;ould  be  coming  to  an  end.  Capitol  Hill's 
)wn  watchdog  agency,  the  General  Ac- 
;ounting  Office,  proposes  in  a  new  report 
hat  the  debt  limit  be  raised  automatical- 
y  as  part  of  Congress'  annual  budget 
esolution.  The  Treasury  likes  the  idea, 
;o  avoid  the  usual  hassle  that  can  and 
loes  sometimes  drag  on  beyond  the  Sept. 
\0  fiscal-year  deadline.  That  forces  the 
;overnment  to  take  emergency  action, 
vhich  costs  taxpayers  extra  money  in 
nterest  and  operating  costs.  Congress 
las  no  real  option;  if  the  debt  ceiling 
currently  $830  billion)  bars  the  Treasury 
rom  borrowing,  the  government  techni- 
:ally  has  to  cease  operations.  The  GAO 
vould  like  to  end  the  practice  of  passing 
'temporary"  increases  in  the  ceiling  and 
nake  all  hikes  permanent  unless  there  is 
iure  evidence  the  debt  can  be  reduced 
'within  a  reasonable  time." 


The  farmer's  bankers 

rhe  farmer's  major  bankers  are  not  cen- 
ered  in  the  farm  belt,  but  in  Texas  and 
"alifornia,  according  to  a  new  survey  by 
he  American  Bankers  Association, 
leading  the  list  for  1978  was  the  Bank  of 
America  with  close  to  $1.2  billion  in 
arm  loans.  Another  San  Francisco-based 
>ank,  Crocker  National,  was  second  and 
iecurity  Pacific  National  of  Los  Angeles 
leld  third  place.  Five  of  the  top  ten  farm 
enders,  in  fact,  were  based  in  California, 
rexas,  however,  could  claim  the  greatest 
lumber  in  the  top  100,  with  14.  Uphold- 
ng  farm-belt  honor,  Nebraska  ranked 
lext  with  9  of  the  top  100.  At  the  end  of 
.978,  the  ABA  reported,  banks  held 
nore  than  $28  billion  in  non-real  estate 
oans  to  farmers. 


GM  turns  on 

Washington  skeptics,  always  ready  to 
loubt  the  sincerity  of  big  business,  whis- 
>er  that  General  Motors'  "break- 
hrough"  zinc-nickel-oxide  battery  tech- 
lology  may  be  just  so  much  propaganda 
o  impress  Congress  and  the  public  with 
jM's  dedication  to  energy-saving.  But 
he  breakthrough,  announced  by  GM 
'resident  Elliott  M.  (Pete)  Estes  is  genu- 
ne  and  so  is  Estes'  enthusiasm.  Estes  is 
in  electric-car  buff  who  has  been  touting 
he  possibility  of  such  a  vehicle  for  years, 
rhe  new  GM  batteries,  which  could 
Irive  a  tiny  car  at  50  mph  for  100  miles 
vithout  recharging  and  last  30,000 
niles,  bring  Estes'  dream  distinctly  clos- 
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er.  Even  if  the  economics  are  not  feasible 
as  soon  as  the  GM  president  hopes,  the 
battery  might  find  a  big  market  in  the 
electric  systems  of  conventional  cars,  or 
to  power  forklifts  or  golf  carts. 


The  billion-dollar  gas  bill 

Next  year,  for  the  first  time,  at  least 
three  U.S.  airlines  will  pay  $1  billion  or 
more  for  fuel.  United,  which  carries  20% 
of  all  domestic  traffic,  says  its  bill  will 
nearly  double  from  this  year's  $800  mil- 
lion (when  UAL  had  a  two-month  strike) 
to  about  $1.5  billion  in  1980.  Others  in 
the  billion-dollar  club  next  year:  Ameri- 
can and  TWA.  United  and  American  say 
they  pay  more  than  three  times  what 
they  did  five  years  ago  for  fuel,  and 
TWA's  bill  has  doubled  in  the  last  two 
years.  As  the  price  continues  to  increase, 
gas  guzzles  up  a  greater  percentage  of 
total  airline  operating  expenses:  In  1973, 
a  gallon  of  jet  fuel  both  cost  12  cents  and 
also  represented  12  cents  of  every  operat- 
ing dollar.  Now,  at  63  cents  a  gallon  or 
more,  fuel  comprises  nearly  a  quarter  of 
total  expenses.  Sighs  an  American  Air- 
lines spokesman:  "That's  even  harder  to 
take  when  we  see  that  our  total  fuel 
consumption  has  declined  from  1974  to 
1978." 


Fueling  American  Airlines  jet 


Guzzling  a  greater  share. 


Chrysler's  dreams 

Some  of  Detroit's  most  sacred  secrets — 
the  size  and  shape  of  future  auto- 
mobiles— are  secrets  no  more.  Chrysler, 
for  one,  had  to  bare  all  in  its  formal  plea 
for  government  aid.  The  number  three 
automaker  revealed,  for  example,  that  it 
planned  new  front- wheel-drive  1981  re- 
placements for  its  present  compacts, 
after  which  would  come  the  "X-body,"  a 
1984-85  front-wheel-drive  job  "some- 
what" larger  than  the  1981  "K-body 
compact"  but  "substantially  smaller" 


than  the  mid-  and  full-size  cars  it  wa| 
replace.  Chrysler  also  disclosed  plans 
new  engines,  V-6s  for  the  '82  and| 
model  years,  more  small  four-cylirl 
power  plants,  including  a  1 .2  and  1 .6 1 
project  at  an  estimated  cost  of  $325  i 
lion  for  the  1986  model  year,  and  e 
diesels  for  the  '85  and  '86  models. 


The  shrinking  million 

When  is  a  million  not  a  million?  W 
it's  the  price  of  admittance  to  the  in 
ance  industry's  Million  Dollar  Round 
ble.  Last  year  the  industry  acknowled 
what  inflation  was  doing  by  changing 
constitution  and  bylaws  to  tie  the  Roi 
Table,  top  laurels  for  salesmanship, 
the  Consumer  Price  Index.  To  qualify, 
this  year's  table,  a  salesman  had  to  j 
duce  not  $1  million,  but  $1.25  million 
business.  To  win  a  seat  at  the  1980  ta 
he  will  have  to  come  up  with  busines 
at  least  $1.5  million. 


1984? 

Labor  and  self-appointed  consul 
groups  are  teaming  up  to  prepare  ; 
push  a  law  making  corporate  offic 
criminally  liable  for  illegal  acts  by  t) 
firms.  The  authors  include  represei 
tives  of  the  AFL-CIO's  building  tra 
department,  the  Laborers  union,  Ra 
Nader's  Congress  Watch  and  the  Com 
on  Economic  Priorities.  The  propo| 
bill  would  make  managers  liable 
criminal  and  civil  action  for  their  aid 
illegal  acts.  A  manager  who  failed  to 
port  a  hazardous  product  or  process, 
example,  could  be  charged  with  a  felcj 
and  corporations  would  have  to  report 
"probation  officers"  in  case  of  habiti 
offenses.  And,  presumably  to  prot 
"whistle-blowers,"  the  new  law  woi 
make  it  a  federal  offense  to  fire  an  el 
ployee  without  "just  cause." 


Growing  your  own 

Officials  in  states  inside  and  outside  t 
Sunbelt  are  questioning  whether  luri 
away  somebody  else's  plant  is  as  good 
idea  as  it  once  seemed.  Smokesta 
chasing,  says  Arkansas  Governor  E 
Clinton,  "has  been  a  grave  misinterp 
tation  of  what's  important."  So,  Arkc 
sas  is  considering  setting  up  a  $50  m 
lion  small  business  investment  corpo 
tion  for  loans  to  existing  loc 
enterprises.  In  Mississippi,  Dr.  Kenne 
Wagner  of  the  state  Research  &.  Devek 
ment  Center  says:  "Lately  we  are  onei 
ing  more  toward  tending  our  own  gardl 
with  plans  to  stimulate  in-state  busine: 
es."  Job  statistics  gathered  by  Ml 
economist  David  Birch  tend  to  suppc 
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IT'LL  COST  YOU  NOTHING  TO  READ  IT 


IT  COULD  COST  YOU  PLENTY  NOT  TO. 


Although  our  new  booklet  costs  you  nothing,  it  could 
prove  of  enormous  value  to  your  company. 

Because  it  introduces  some  completely  new  thinking 
about  auto  fleet  leasing.  It  sets  forth  a  new  approach 
to  the  handling  of  ordering,  billing,  delivery, 
licensing,  registration,  used  car  disposal. 

If  you're  not  presently  leasing,  you'll  get  a  fresh 
insight  into  why  you  should  be.  If  you  are  leasing, 
you'll  be  able  to  evaluate  the  service  you're  getting. 
And  not  getting. 

Our  booklet  is  brief  and  concise.  But  the  principles 
in  it  could  save  your  company  many  thousands  of 
dollars.  For  many  years  to  come. 

Use  the  coupon  to  send  for  your  copy.  Our  booklet 
costs  nothing,  but  you'll  find  it's  worth  quite  a  lot. 

WHEELSinc 

6200  N.  Western  Ave.,  Chicago,  Illinois  60659 
Leasing  Chevrolets  and  other  fine  cars  and  trucks  since  1939 
Serving  over  500  of  America's  leading  corporations 


WHEELS  inc.  and  associated  companies 

1 6200  N.  Western  Ave.,  Chicago,  III.  60659  Dept.  F1 09  _ 
I'm  interested  in  finding  out  exactly  how  much 
money  and  time  my  company  could  save 

I through  fleet  leasing.  Please  send  me  your  a 
Computer  Brochure. 

We  operate  Cars   Trucks 

J   □  Leased      □  Co.  Owned      □  Salesmen  Owned 
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It's  one  of  Dana's  principles  of  productivity. 

Bosses  don't  have  all  the  answers.  The  worker  who  does  the  job  always 
knows  more  about  it  than  his  boss.  But  all  that  he  knows  can't  be  used  unless  he's 
free  to  talk  about  it.  Especially  to  his  boss. 

At  Dana,  bosses  listen.  It's  part  of  what  we  call  humanistic  management,, 
giving  people  the  freedom  to  work  well,  to  grow  and  to  share  the  rewards. 

You  can  see  the  results  in  our  productivity.  It's  doubled  in  the  last  7  years 

Productivity  alone  doesn't  produce  profits.  But  we're  balancing  our  outp 
of  parts  for  the  vehicular,  service  and  industrial  equipment  markets  we 
manufacture  for  So,  as  well  as  increasing  productivity,  we've  improved  our 
earnings  year  after  year. 

And  that's  not  bad  for  a  bunch  of  people  who  talk  back  to  their  bosses. 

Dana  Corporation,  Toledo,  Ohio  43697. 


PRODUCTIVE  PEOPLE 


Let  Barron's  help  you 
make  your  money  grow. 

3  months  (13  issues)  only  $9. 


You're  in  the  market  to  make 
money.  So  are  the  Thompsons. 
They  found  out  you  need  Barron's 
to  do  it.  When  they  let  their  sub- 
scription run  out,  they 
discovered  they  had 
lost  their  top  source  of 
market  information. 

The  kind  of  infor- 
mation that  can  help 
you  spot  investment 
opportunities  in  their 
early  and  developing 
stages— that  can  help 
you  anticipate  likely 
problem  situations 
and  avoid  pitfalls.  It's 
information  you  won't 
find  in  the  local  paper. 

Vital  financial  statistics. 

You're  able  to  put  your  finger  on 
financial  statistics  fast.  Because 
Barron's  gives  you  the  complete 
story  on  all  the  listed  stocks,  all  the 
markets.  It  keeps  you  on  top  of 
yields,  dividends,  daily  and  weekly 
highs  and  lows. 

Analyses,  opinions  and  insights. 

Barron's  is  more  than  figures. 
It  gives  you  hard  facts  about  the 
future  of  industries,  companies  and 
the  markets.  Facts  that  can  affect 
your  investments— that  reveal  the 


intrinsic  values  of  your  securities. 
Here,  too,  is  what  the  analysts 
are  saying— what  long-time  Wall 
Street  observers  are  thinking. 

3  months  trial 
only  $9. 

Try  Barron's  for 
3  full  months— 13 
weekly  issues— for 
just  $9.  See  for  your- 
self how  well  it  can 
keep  you  informed  — 
can  help  you  make 
your  money  grow. 
To  begin  your  trial 
subscription,  simply 
fill  out  and  mail  the 
coupon  today. 

You  get  this  free  bonus. 

When  you  begin  your  Barron's 
subscription,  you'll  receive  a  copy  of 
our  32-page  booklet,  Understanding 
Technical  Forecasting:  How  to  use 
Barron's  Market  Laboratory  Pages. 

It  shows  how  you  can  use  Barron's 
to  forecast  possible  market  trends, 
plan  investment  strategies  and  time 
your  market  moves. 

Begin  your  Barron's  subscription 
now.  Mail  the  coupon  right  away. 

Today  is  history. 
Tomorrow  is  Barron's. 


When  we  stopped  getting  Barron's, 
we  lost  our  best  source  of  market 
information.  We  sure  got  Barron's 
back  in  a  hurry!" 

—  Harold  and  Gretchen  Thompson, 
Houston,  Texas. 


BARRON'S,  200  Burnett  Road,  Chicopee,  Mass.  01021 
The  National  Business  and  Financial  Weekly  from  Dow  Jones 

Yes.  I  want  to  see  for  myself  how  Barron's  can  help  me  make  my  money  grow. 
Begin  my  subscription  as  indicated.  I  understand,  upon  receipt  of  subscription  \ 
payment,  I  will  receive  my  free  copy  of  Understanding  Technical  Forecasting.  V 
Mow  to  nac  Barron's  Market  Laboratory  Pages 

□  3  months  ( 13  issues)  for  $9.  □  1  year  (52  issues)  for  $36. 

□  Payment  enclosed.  □  Bill  me.  □  Bill  my  company. 

□  Credit  card.  □  American  Express.  □  Visa.  □  Master  Charge.  □  Diners  Club 
Card  number 


Expiration  Date. 
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that  policy:  Two-thirds  of  the  new 
in  the  economy,  Birch  says,  are  get 
ed  by  firms  with  fewer  than  20  em 
ees,  and  80%  of  them  by  companie: 
than  four  years  old.  The  General  Mc 
United  Auto  Workers  settlement 
help  dim  the  attraction  of  lurinj 
unionized  firms  to  less  unionized  si 
The  company  agreed  the  UAW  v\i 
become  bargaining  agent  at  any 
plant,  almost  automatically,  meaniri 
Sunbelt  state  woos  away  a  GM  plai 
may  find  itself  taking  the  union  aloi 


A  rock  and  a  hard  plac 

If  the  State  Department  brings  uf 
issue  of  Soviet  combat  troops  in  Cu 
this  month's  U.S.-U.S.S.R.  grain  tal 
Washington,  it  won't  sit  well 
American  farmers.  The  Russians 
buying  more  than  15  million  metric 
of  grain  from  the  U.S.  this  year  antj 
expected  to  buy  well  over  20  million 
next  year  because  of  a  poor  1979  har 
This  year's  U.S.  corn  crop  is  expect* 
be  the  largest  in  history,  the  wheat 
the  second  largest.  Over  the  past 
years,  U.S.  farm  production  for  all  c 
has  increased  a  whopping  35% 
farmers  have  come  to  count  on  exf 
to  keep  prices  high. 
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Realtors  versus  the  IR! 

The  Carter  Administration  jabbed 
nerve  with  its  proposal  to  require  all 
dependent  contractors"  to  withhold  ] 
of  their  income  for  taxes.  Real  ea 
salesmen,  most  of  whom  are  considj 
independents  and  not  employees,  an 
in  arms.  The  National  Association 
Realtors  insists  that  94%  of  its  salesn 
pay  taxes  like  the  rest  of  the  country 
that  a  study  claiming  only  75%  of  tfi 
comply  with  the  rules  is  "biased,  inao 
rate  and  misleading." 

Funny  how  nearly  everybody  is  ill 
vor  of  tax  "reform"  until  the  reforn 
look  their  way. 


Hubris? 

It  must  have  been  between  elene 
teeth  that  Morgan  Stanley  &  Co.  s 
"No,  thank  you,"  to  International  B 
ness  Machines'  recent  invitation  to 
lead  co-manager  of  its  planned  sale  o; 
billion  debt.  The  reason:  Except  on  i 
occasions,  lofty  Morgan  doesn't  co-rn 
age  with  anyone — it  handles  the  wfi 
deal  or  nothing.  So  IBM  is  using  Salon 
Brothers  and  Merrill  Lynch  White  M 
Capital  Markets  Group.  The  price  N 
gan  paid  for  its  pride:  an  estimated 
million  in  fees  and  commissions. 
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10  New  Businesses 
Sweeping  The  Country 

Most  Have  Tremendous  Potential  and  High  Profit 


ds  Only  Restaurant 


Here's  how  you  can  turn  lettuce  into  the  green  stuff 
that  folds  in  your  wallet!  The  timing  is  perfect  for  this 
kind  of  specialty  restaurant  nearly  anywhere  in  the 
country.  Millions  of  people  are  health  and  diet  conscious 
The  phenomenal  boom  in  natural  foods  and  additives 
contribute  to  your  success.  People  are  willing  to  pay  from 
$1.50  to  $4.50  for  a  make-it-yourself  salad  that  costs  only 
pennies  to  make1  The  profit  margins  are  tremendous.  A 
salad  restaurant  in  the  90  to  1 20-seat  range  should  gross 
from  $250,000  to  $500,000  a  year  and  net  25  percent. 

Manual  «1 19  Price.  $35  00 

Do-It- Yourself 
Auto  Repair  Shop 

This  is  truly  one  of  those  rare,  recession-proof  busi- 
nesses. In  fact,  it  will  probably  be  more  successful  during 
the  recession  than  after!  With  skilled  labor  rates  ap- 
proaching $30  per  hour  in  many  areas,  people  will  beat  a 
path  to  your  door  to  rent  your  tools  and  space  to  fix  their 
own  cars.  Every  operator  we  spoke  with,  all  across  the 
country,  is  doing  phenomenal  business.  Most  are  so  prof- 
itable they  stay  open  seven  days  per  week.  We've  re- 
searched the  flaws  in  existing  operations  and  give  you 
the  benefit  of  their  mistakes.  The  field  is  wide  open  to 
newcomers,  and  you  can  get  into  this  lucrative  business 

with  as  little  as  $5,000.  Manual  OS  Price.  »28  50 

Plastics  Recycling  Center 

Here's  a  way  you  can  help  solve  the  ecological  night- 
mares that  scrap  plastic  creates,  serve  your  community, 
and  make  a  fat  profit  at  the  same  time!  Be  a  recycler! 
Plastic  is  everywhere —  in  every  household  and  business 
in  America.  Plastic  is  a  never-ending  problem  for 
municipalities  because  it  is  not  biodegradable  That 
makes  for  the  beauty  of  this  business — you  get  most  of 
your  scrap  free!  The  average  small  recycler  collects 
about  a  half  million  pounds  of  scrap  the  first  year  and 
grosses  $100,000  or  more  from  sales.  It's  a  great  absen- 
tee-owner business  you  can  get  into  with  very  little  $$. 

Manual  »122  Price.  $29  50 


10  Minute  Oil  Change  Shop 

Make  a  lot  of  money  by  saving  people  a  lot  of  time.  The 
opportunities  here  are  wide  open!  The  oil  companies  are 
quietly  converting  to  gas-only  operations  and  eliminating 
repairs  and  services.  Meanwhile,  shops  specializing  in 
quick  oil  changes  are  making  a  bundle.  Customers  gladly 
pay  20  percent  more  than  the  regular  gas  station  price, 
and  they  line  up  at  every  location  we've  seen  opened 
One  of  our  members  started  with  this  manual  two  years 
ago  and  already  has  10  shops!  You  get  angles  on  buying 
top-grade  oil  cheaply,  finding  the  best  location,  and  get- 
ting financial  help  easily  You  can  get  started  with  as  lit- 
tle aS  $3,500.  Manual  «54  Price.  $35  00 

Handcraft  Co- Op  Gallery 

Here's  a  terrific  new  business  concept  that  violates  all 
the  rules!  No  inventory,  minimum  overhead,  and  an  in- 
credible 30  percent  profit  margin!  A  takeoff  on  the  old 
flea  market  idea,  this  concept  offers  tremendous  advan- 
tages to  both  buyer  and  seller.  Artisans  no  longer  have  to 
rely  on  weekend-only  flea  markets  in  out-of-the-way 
places.  Customers  have  the  convenience  of  a  nifty  store 
nearby,  with  reasonably  priced  one-of-a-kind  items.  And 
you  can  net  $6,000  to  $10,000  monthly  simply  by  renting 
out  portions  of  your  leased  space  in  a  shopping  complex 
and  collecting  a  hefty  30  percent  of  everything  sold.  With 
only  $13,000  you  can  get  started  with  this  amazingly  pro- 
fitable business.  Manual  »118  Price,  $35  00 

Private  Post  Office 

Compete  with  the  post  office  and  turn  mailboxes  into 
cash  boxes!  We've  uncovered  an  infant  business  that's 
so  profitable  many  owners  don't  want  to  talk  about  it: 
Renting  private  post  office  boxes  from  tiny  storefront  or 
office  locations.  Start-up  capital  is  very  low.  Demand  for 
post  office  boxes  has  mushroomed  in  recent  years  with 
no  sign  of  letup,  because  of  the  increasingly  transient 
nature  of  our  society  and  the  increase  in  business  use. 
Now  is  the  time  to  get  in  on  the  ground  floor.  It's  easy  to 
start  with  the  step-by -step  system  outlined  here. 

Manual  '147  Price.  $29  50 


Santa  Monica,  Calif  —  The  editors  of  ENTREPRENEUR  Mag- 
azine have  just  made  their  annual  selection  of  "10  HOT- 
TEST NEW  BUSINESSES  FOR  1979."  Most  were  developed 
by  businesspeople  who  saw  a  need  and  set  about  to  fill  it. 
You'll  probably  find  yourself  saying  "Why  didn't  I  think  of 
that"  as  you  read  the  following  paragraphs. 

Fortunately,  these  new  concepts  are  not  yet  widespread 
with  room  for  many  in  most  cities  around  the  nation.  You 
may  find  just  the  business  you've  been  looking  for. 

Seminar  Promoting 

The  simple  process  of  putting  on  seminars  has  be- 
come, in  the  last  few  years,  one  of  the  most  profitable 
methods  of  selling  information.  It  is  not  unusual  for  a 
two-day  seminar  to  earn  a  promoter  $20,000  net  profit 
on  an  investment  as  low  as  $2,000!  We  show  you  how 
some  promoters  put  on  only  three  or  four  each  year  and 
take  home  net  profits  of  $50,000  to  over  $100,000.  You 
get  all  the  angles,  including  how  to  get  top-name 

Speakers  free.  Manual  «71  Price.  $35.00 

Kitchen  Facelifting  Service 

With  the  high  cost  of  replacing  kitchen  cabinets  today, 
customers  will  beat  a  path  to  your  door  when  they  learn 
you  can  pop  new  doors  on  their  cabinets  in  a  day.  for 
about  one-third  the  replacement  cost!  The  market, 
homes  15  years  or  older,  is  virtually  untouched,  and  the 
National  Kitchen  Cabinet  Association  reports  an  annual 
25  percent  growth  rate  in  sales.  A  big-buck  business,  it 
can  be  started  with  as  little  as  $5,000. 

Manual  >I05  Price:  $35  00 

Energy  Loss  Prevention 

The  timing  is  perfect  to  cash  in  on  the  energy  crisis. 
With  hearing  and  air  conditioning  bills  up  200%  to  600°/o 
in  the  past  five  years,  everybody  is  concerned!  You  can 
make  huge  profits  by  saving  home  and  building  owners 
money  on  wasted  energy.  We  even  explain  how  you  can 
use  a  new  instant  thermal  camera  to  pinpoint  heat  loss 
on  the  spot!  Many  contractors  grossing  $300,000  to 
$500,000  their  first  year.  No  reason  you  can't  do  the 
same  with  the  instructions  in  this  new  manual. 

Manual  1112  Price.  $35  00 

Rent-A-Used  Car 

Truly  one  of  the  most  phenomenal  businesses  we've 
seen!  Every  dealer  we  investigated  was  turning  away 
customers  — vehicles  were  fully  booked — with  as  much 
as  a  three-month  wait  for  a  vehicle!  It's  not  hard  to  see 
why  customers  are  beating  a  path  to  their  doors.  With 
rental  rates  of  $7  a  day  or  $46  a  week  and  virtually  no 
competition,  this  is  a  dream  business!  Market  is  prac- 
tically  untouched   in   every   city   and   profits  are 

unbelievable.  Manual  »108  Price:  $35.00 


Here's  What  The  Mayors  and 
Media  Say  About  AEA: 

MAYOR  EDWARD  KOCH,  NEW  YORK:  ".  .  .  an  invalu- 
able tool  to  every  small  businessman  in  New  York  City, 
and  we  welcome  this  unique  program  to  assist  entre- 
preneurs." 

MAYOR  MAYNARD  JACKSON.  ATLANTA,  GA:  "This 
organization  (AEA)  will  seek  to  strengthen  the  small 
and  minority  business  community  in  our  city  and 
through  out  the  nation  .  . .  and  I  urge  our  citizens  to 
recognize  their  work." 

PHILADELPHIA  INQUIRER:  ".  .  .  experts  cover  every 
phase  of  business  start-up  and  operation 

CHICAGO:  ".  .  .  first-hand  knowledge  of  the  problems 
and  opportunities  of  independent  businessmen." 


Complete  In-depth  Start-Up  Manuals  Are  Available 
Every  Detail  Necessary  To  Start  and  Operate  These  Businesses 


1.  Market  and  Potential 

2.  Profit 

3.  Exact  costs  to  set  up, 
open  and  operate 

4.  Equipment — vthat  to 
and  where 


5.  Location — How  to  choose 
the  best 

6.  Rent — how  much  to  pay 

7.  License  and  Permits 
6.  Merchandise  Sources 


9  If  Retail — How  to  lay  out  store 
and  display  your  wares 
10.  Ways  To  Save  Money 
11    Pitfalls  to  avoid 
1 2.  Employees — who  to  hire, 
where,  and  what  to  pay 
3   Advertising — How,  where, 
when  and  how  much 

14.  Promotion— Best  Gimmicks 

15.  Insurance — What  you  need 

16.  Financing 


These  manuals  were  prepared  by  the 
only  small  business  'investigation  organi- 
zation in  the  world. "  AMERICAN  ENTRE- 
PRENEURS ASSOCIATION  (AEA)  is  staff- 
ad  by  MBA- train  ad  investigators  under  the 
direction  of  the  foremost  authority  on  small 
business.  Chase  Revel. 


Get  In  On  The  Ground  Floor.  Order  Today. 


American  Entrepreneurs  Association 

631  Wllshlre  Blvd.,  Suite  A  209  Santa  Monica,  CA  90401 


GET  YOUR  ORDER  QUICKER.  CALL  TOLL-FREE  ON 
CHARGE  CARD  ORDERS  ONLY 
VISA  •  MASTERCHARGE  •  AMERICAN  EXPRESS 
1  (800)421-7269 

In  All  Slates  Except  California— in  California  Call  1  (800)  352-7449  (6  am  to  6  p  m  .  Pacific  Coasl  Time) 


c  AEA  1979 


Bevel,  publisher  of  ENTREPRENEUR  magazine,  shown 
on  Mike  Douglas  Show,  has  started  18  successful  busi- 
nesses in  his  career,  is  the  author  of  82  manuals  and 
books  on  business  and  now  writes  a  nationally  syndi- 
cated column  "Inside  Small  Businesses.  " 

MONEY  BACK  GUARANTEE- 
NO  RISK  OFFER 

After  receiving  this  material,  if  you  are  not 
completely  satisfied,  or  feel  that  our  claims 
for  the  material  are  hot  justified,  simply  re- 
turn it  within  30  days  for  a  full  refund.  No 
questions  asked. 


American  Entrepreneurs  Association 
631  Wllshlre  Blvd.,  Suite  A  209 
Santa  Monica,  CA  90401 

NAME  

ADDRESS  

CITY  

STATE  


Please  ship  the  following  manuals  immediately: 


.ZIP_ 


Manual*  . 
Manual* . 
Manual*  . 
Manual* . 
Manual* . 


.  Title 
Title 
Title 
Title 

.  Title 


Price 
Price 
Price 
Price 
Price  . 


I  have  enclosed  $_ 


.  as  full  payment.  Or,  charge  to 


All  10  Manuals,  SPECIAL  PRICE . 
These  manuals  are  heavy 


.  $249.50 


my:  □  VISA  □  MASTERCHARGE  □  AMERICAN  EXPRESS  in?  a|Je.  ^jpped  by  Book 
'  Rale  Mail  Please  allow  lime 

Card  No  


Exp.  Date. 

IX  


.(No  orders  shipped  without 
Card  Expiration  Date) 


(Signature  ol  Card  Holder) 


A209 


Subtotal . 

for  normal  postal  deliv-  Calif,  residents  add 
ery— 3  to  4  weeks  in  some         6%  Sales  Tax  - 
areas.  Add  $4.00  per  manual  First  Class  Postage . 
for  fast,  First  Class  delivery.  TOTAL 


Send  $4  for  the 
new  224-page  Steuben 
Catalogue 

The  classic  Steuben  apple.  One  of 

215  designs  in  pure  crystal  — 
bowls,  vases,  ornamental  objects, 
jewelry,  crystal  sculptures,  and 
major  works.  From  $85. 


STEUBEN  CLASS 

Fifth  Avenue  at  56th  Street 
New  York,  N.Y.  10022  •  (212)  752-1441 

D  I  enclose  $4.00.  Please  send  me  your  new 
1979-1980  Catalogue. 

Name  


Address  _ 
City  


State, 


Zip_ 


CHooseY0^ 

i 

•  Attorney 

•  Accounting  Firm 

•  Investment  Counselor 

•  Pilots 

...  or  any  other  professional. 
Proven  integrity  and  a  selection 
from  the  entire  world-wide 
market  is  assured  you  through . . 


COMPANY 

1401  Brickell  Ave. /Miami,  FL  33131 
PH  (305)  374-1 51 5  Telex  51  -2503 
International  Telex  RCA  264270 


"No"  in  Crayola 

"I've  been  buying  this  stock  for  24 
years,"  Biriney  &  Smith  Chairman  Rus- 
sell J.  McChesney,  62,  told  Forbes  last 
year,  "and  I  haven't  sold  a  share  yet.  The 
only  other  guy  I  ever  heard  who  said  that 
was  the  late  Mr.  Mott  of  General  Motors. 
Somebody  asked  him  if  it  was  the  right 
time  to  sell  GM  and  he  replied,  'I 
wouldn't  know;  I've  never  sold  any.'  " 

If  and  when  the  big  payoff  comes,  it 
ought  to  be  a  rich  one,  not  only  for 
McChesney  but  also  for  the  100-odd  de- 
scendants of  cofounder  Edwin  Binney, 
who  own  over  1  million  of  Binney  &. 
Smith's  3.5  million  shares  and  who  have 
been  consistently  turning  down  corpo- 
rate suitors  for  nearly  20  years.  The  most 
recent:  cereal-maker  Kellogg  Co.,  whose 
$130  million  offer — $36  a  share — was  re- 
jected only  last  month.  Said  Chairman 
McChesney:  "We  aren't  for  sale." 

The  $36-a -share  offer  was  about  double 
what  the  market  price  had  been  in  Au- 
gust. Since  then,  the  stock  has  soared — 
to  33  by  mid-September.  Recently  it  was 
still  around  31. 

Hope  will  spring  eternal  as  long  as  the 
number  one  maker  of  crayons  continues 
to  roll  up  those  consistent  sales  and  earn- 
ings gains,  which  in  1979  will  be  about 
10%  and  14%,  respectively.  Binney  & 
Smith  will  probably  have  more  than  $80 
million  in  revenues  this  year  and  about 
$8  million  in  net  income,  or  around 
$2.20  a  share. 

"We're  always  getting  phone  calls  and 
fishing  expeditions,"  says  B&S  President 
Jack  Kofoed.  "A  guy  will  say,  'Gee,  I'd 
like  to  take  a  run  through  your  plant.' 
Well,  you've  got  to  show  him  yourself 
because  he's  going  out  of  his  way.  But, 
hell,  it  blows  the  whole  day." 

Still  breathing  hard 

"If  your  business  has  anything  to  do  with 
leasing,  or  vehicles— or  worse  yet, 
both — watch  yourself,"  Forbes  said  in 
its  issue  of  June  1 1.  "Somebody  in  Eden 
Prairie  is  making  plans  to  breathe  down 
your  neck." 

That  somebody  is  Norman  (Bud) 
Grossman,  58,  who  started  out  as  a 
Chevrolet  dealer  in  the  Minneapolis  sub- 
urb of  Eden  Prairie  in  the  1960s,  and, 
step  by  step,  built  a  $445  million  (rev- 
enues) leasing  company,  Gelco  Corp. 
Last  spring,  Forbes  reported  Grossman 
was  "dabbling  in  the  takeover  game,  just 
like  the  really  big  boys,  one  of  whom  he 
seems  well  on  the  way  to  becoming." 

Between  now  and  the  end  of  the  year, 
Grossman  plans  to  take  the  biggest  step 
yet  toward  becoming  one  of  the  really  big 
boys,  by  acquiring  a  $140  million  (rev- 


enues) subsidiary  from  Reliance  Gn 
CTI  International.  With  over  20%  o] 
world  container  leasing  inventory, 
will  give  Grossman  a  major  positid 
container  leasing  to  go  with  his  autcj 
truck  leasing  and  rental  businesses) 
fleet  management  services  to  big  con 
nies  and  his  International  Couriers 
Loomis  Air  Transport-acquired  co( 
operations.  Characteristically,  G^ 
man,  whose  finance  leases  have  allq 
him  to  leverage  to  the  hilt,  will  iin\ 
the  $250  million  CTI  acquisition  i 
$120  million  borrowed  from  a  coil 
tium  of  banks  headed  by  Manufactu 
Hanover  and  Northwestern  Natii 
Bank  of  Minneapolis,  plus  $130  mil 
in  preferred  stock  and  subordinated 
bentures.  The  CTI  acquisition  will  i 
Gelco's  total  debt  to  around  a  bill 
dollars,  its  revenues  to  around  $600 
lion  (from  $445  million  in  its  fiscal  1 
ended  July  31,  on  which  it  netted  $3.j 
share  after  currency  translation). 

What's  next?  Railroad  cars?  Airplai 
Computers?  Says  Grossman:  "We'rl 
busy  doing  what  we're  doing  now  i 
there  isn't  a  lot  of  time  to  give  to  thaj 


Wal-Mart's  new  Walton 

When  Forbes  went  to  see  Sam  Walton 
late  1977,  the  silver-haired  founder 
Wal-Mart  Stores,  Inc.,  was  hedgehopp 
from  store  to  store  in  the  company  pla 
bringing  his  courtly  southern  touchl 
the  discounting  chain  he  had  fashioi 
into  a  retailing  phenomenon.  Wall 
was  59  then;  now,  he's  61.  "The  toui 
est  problem  the  Sam  Waltons  of  C 
world  face  is  that  they  tend  not  to  de\ 
op  successors,"  Forbes  commented. 

Since  then,  Sam  Walton  has  tal 
some  steps  to  meet  his  toughest  pr 
lem.  Last  year  he  moved  Jack  C.  Sha 
maker,  Wal-Mart's  longtime  execut 
vice  president  for  merchandising,  p 
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usiness  films.  When  your  demonstration  wont  fit  on  a  desk  top. 


How  can  you  give  a  hardworking 
demonstration  when  your  product  is  too 
big  to  carry  through  the  office  door,  or  too 
expensive  to  cart  from  prospect  to  prospect? 

The  answer  is  a  business  film— a 
portable  medium  that  pays  off  in  drama, 
impact  and  interest. 

Send  the  coupon  for  proof. 


Business  films 
make  business  sense. 


Send  me  your  20-page  booklet  with  important  ideas 
on  how  film  can  help  increase  sales.  Also  send  case 
histories  of  organizations  benefiting  from  cost- 
effective  uses  of  film. 


Name. 
Title  _ 


Organization . 
Address  


City- 


.  State  . 


.Zip. 


Eastman  Kodak  Company,  Dept.  A1109 
Rochester,  New  York  14650 


...when  it  comes 
to  harnessing  energy  j 

The  sources  of  energy  are  like  a  herd  of  wild  horses.  Some,  like  c 
water,  coal,  gas  and  the  atom  have  already  been  captured,  tamed  ar 

harnessed. 

For  nearly  100  years,  Westing  ho  use  has  been  helping  to  put  ener\ 
sources  to  work  to  generate  electrical  power. 

But  our  expertise  in  working  with  electricity  only  begins  with  generatio  — 
For  years  we've  been  a  leader  in  the  distribution,  transmission  a>  ■ 
utilization  of  energy  for  industry  and  home.  \  |g 


sole 
(ir 
m 
ct/ic 


Now  Westinghouse  is  going  after  the  more  elusive  sources  of  energ) 
solar,  fusion,  ocean-thermal  and  wind. 

Until  we  can  capture  the  sun's  energy,  until  we  can  harness  the  heat  of 
earth,  we  can  count  on  a  team  of  reliables  to  keep  us  supplied  with 
:tric  power:  coal,  oil,  and  conventional  nuclear  energy. 


festinghouse 


A  powerful  part  of  your  life. 


Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  case  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stock 
purchase  agreements  for  close 
corporations.  ?r*r; 

In  a  concise, 
readable  style,  the  author\]|t ! 
of  these  well-known  and 
widely  used  books  offers 
significant  up-to-date 
information  on  helping 
yourself  or  your  dients 
build  a  healthy  and  stable 
business  future. 

If  you  are  involved  in  or 
are  advising  a  member  of  a 
close  corporation,  business 
or  professional  partnership, 
(whether  or  not  yet  formed) 
these  books  can  help  you 
significantly  improve  the 
chances  for  success. 

Stock- Purchase  Agreements  and 
the  Close  Corporation 

•  The  Need  for  Careful  Planning 

•  Stod<  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  Valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


I 
I 
I 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 
The  Close  Corporation 

□  Business- Partnership 
Purchase  Agreements 

□  Professional-Partnership 
Purchase  Plan 


Address  - 


City- 


State. 


-Zip. 


I Smiley-Worth  Associates,  Inc. 
National  Life  Insurance  Company 
380  Lexington  Avenue 
New  York,  New  York  1 00 1  7  jj 


Business-Partnership  Purchase 
Agreements 

•  The  Business  Partnership  Defined 

•  The  Plans:  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

•  Tax  Considerations,  Good 
Will,  Funding  Insurance 
•  Spedmen  Agreements 

/  Professional-Partnership 
/  Purchase  Plans 

•  The  Nature  of  a  Professional 
Partnership 
•  The  Various  Purchase  Plans:  Pros 
and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with  your  business 
card  attached. 


The  quality  of  Life. 


National  Life 

of  Vermont 


National  Life  Insurance  Company    Home  Office:  Montpelier.  Vermont  05602 
LIFE  INSURANCE.  BUSINESS  INSURANCE.  DISABILITY  INSURANCE.  PENSION  AND  PROFIT-SHARING  PLANS. 
THROUGH  OUR  AFFILIATE.  EQUITY  SERVICES,  INC.  -  MUTUAL  FUNDS.  VARIABLE  ANNUITIES 


FollowThrough 


:1  and  operations,  up  to  the  post  of 
lent  and  chief  operating  officer, 
nificantly,  too,  Walton's  son  Rob- 
35,  who  has  been  a  Tulsa,  Okla. 
ley  for  the  last  10  years,  is  now  on 
I  full-time  as  a  senior  vice  president, 
,11  as  a  director,  secretary  and  corpo- 
;eneral  counsel.  "Rob  knew  that  he 
ither  going  to  have  to  get  involved 

directly  in  the  company  and  its 
affairs,  or  we  were  going  to  have  to 
some  other  measures,"  says  the  el- 
I  'alton. 

j  the  end  of  this  year  Sam  Walton's 
ion  will  have  275  stores  in  oper- 

(compared  to  less  than  200  at  the 
)f  1977)  in  its  ten-state  turf  in  the 
/est  and  South.  Recession?  "Things 
,j    ewelry  and  appliances — the  bigger 
t  items — are  meeting  some  resis- 

but,  overall,  it's  not  affecting  our 
to  any  great  degree,"  says  Walton, 
ve  backed  off  somewhat  in  our  pro- 
)nal  campaign  in  the  second  half, 
/e're  watching  our  inventories  very 
ally.  Those  two  factors  combined 
arobably  cause  a  decline  in  our  rate 
es  increase  to  about  10%."  At  that 

Wal-Mart  should  be  well  over 
llion  in  sales  this  year. 


Prurience  pays 

in  August  of  1978,  the  hit  ABC-TV 
don  comedy  Laverne  &  Shirley 
ed  an  alltime  record  price  of  $8  mil- 
:or  fewer  than  140  episodes  in  rerun 

a  single  TV  station  (KTLA  in  Los 
•les);  and  Leavitt  }.  Pope,  president 
ew  York's  independent  WTTX,  told 
es  the  astronomical  prices  of  syndi- 
1  TV  shows  had  just  about  reached  a 
jau.  "There's  a  line  over  which  sta- 
,  can't  go,  and  we're  at  that  line 
] "  said  Pope. 

Ht  even  if  few  stations  ever  match 
IK's  one-program  outlay  other  pro- 
IjiS  are  still  generating  powerful  rev- 
ijis.  The  hot  show  now:  Three's  Com- 
jj'  also  from  ABC,  an  exercise  in  ber- 
ime prurience  about  a  manage  d  trois. 
IJr,  Three's  Company  has  been  sold  into 
IjV  markets  for  over  $40  million  by  D. 
jj'affner  Syndication  Sales  of  New 
H,  a  tiny  distribution  company  oper- 
H  by  former  William  Morris  agent 

II  Taffner.  Taffner  is  also  part  of  the 
m's  production  team,  so  he  and  a 
Hier  are  already  getting  "less  than 
M,  more  than  10%"  of  the  profits 
Hi  the  network  runs  and  foreign  sales. 
||  far,  Taffner  has  sold  the  show  to  all 

III  of  Metromedia's  TV  stations  and 
Ijiannett's  Broadcasting  Group.  He 
Hed  selling  it  in  August,  when  it  bare- 

d  a  track  record — just  53  episodes. 


Fly  our  splendid  First  Class. 
We'll  give  you  the  royal  treatment. 

We  start  the  royal  treatment  while  you're  still  on  the 
ground,  with  separate  check-in  facilities,  and  a  nice,  private 
lounge,  where  you  can  relax  and  enjoy  a  drink  on  us  before 
flight  time.  And  that's  just  a  glimmer  of  what's  in  store. 

Once  aloft,  you'll  find  yourself  happily  sequestered  in 
our  spacious  First  Class  cabin,  with  probably  no  more  than 
two  dozen  others.  There's  two-abreast  seating  with  legroom 
a-plenty.  The  best  aperitifs  and  spirits.  Superb  meals  served 
with  typically  British  pomp  and  ceremony.  Crisp  linen  napery. 
Fine  china.  A  roast  carved  on  a  trolly.  Vintage  wines. 
Brandy  and  cordials.  Cigars  from  a  humidor.  A  good  film. 
Periodicals.  Stereo  entertainment.  It's  all  quietly  festive. 
And  very,  very  civilized. 

Back  on  terra  firma,  we'll  see  that  you're  off"  the  plane 
first.  And  we'll  give  your  luggage  preferred  treatment— so  you 
can  whisk  through  customs  ahead  of  the  crowd. 

Next  time  you're  nipping  over  to  London  on  business 
(or,  for  that  matter,  just  nipping  over  to  London),  you  really 
must  fly  our  First  Class.  Tell  your 
Travel  Agent  or  Transportation 
Department.  Or  simply  ring -up 
British  Airways.  You'll  be 
treated  royally,  I  promise  you. 

We'll  take  more  care  of  you 
to  Britain,  Europe,  the  World. 


Britishx^ 
airways 
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Readers  Say 


Executives/Professionals 

BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll-free 
800  525  1344  or  mail  coupon. 

W.  L.  Martin 

Dept.  0737 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


POS1AL 
EXECUTIVE 
FINANCIAL 


99  Write  to: 

W.  L.  Martin 
■f  Dept.  0737 

WB        14201  E.  4th  Ave.,  P.O.  Box  39F 

■ Denver,  CO  80239 
Sendcomplete  information  and  a  loan  application 

£  Name  

mm  Address  


I 
I 


City- 


State- 


.Zip- 


affiliate  of  The  St  Paul  Companies.  Inc. 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  witli  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $S  a  year;  other  foreign,  add  $12  a 
year.  t 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  i 


New  Address: 


City 


Zip 


Date  of  Address  Change 
22 
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Peppery  reply 

Sir:  Re  your  editorial  regarding  my 
SALT  testimony  ("Henry  Passes  the 
SALT,"  Fact  and  Comment,  Sept.  3).  My 
concern  with  linkage  is  [not]  new,  and 
therefore  [not]  expedient,  as  you  imply. 

I  advocated  it  from  the  beginning  of 
the  Nixon  Administration,  holding  up 
the  beginning  of  SALT  talks  until  we  had 
made  some  political  progress  (not  too 
successfully),  and  holding  up  all  econom- 
ic agreements  until  we  had  made 
progress  in  SALT,  Berlin  and  other  po- 
litical areas  (more  successfully). 

In  1973  I  opposed  the  public  linkage  of 
trade  to  Soviet  internal  practices  (Jewish 
emigration),  mainly  because  we  had 
raised  emigration  from  400  to  35,000  a 
year  by  a  quiet  diplomacy  of  linkage. 

In  1976  we  nearly  postponed  the  SALT 
negotiations  over  Angola,-  we  decided  to 
proceed  because  Congress  had  already 
cut  off  all  funds  for  our  Angola  efforts  and 
we  had  thereby  thrown  away  all  hope  of 
succeeding  there.  A  1976  SALT  agree- 
ment would  have  come  in  the  context  of 
a  much  better  strategic  balance  than 
what  is  now  in  prospect. 
— Henry  A.  Kissinger 
Washington,  DC. 


MSF  on  Russia 

Sir:  Re  MSF's  observations  from  his  mo- 
torcycle trip  in  Eastern  Europe  and  the 
U.S.S.R.  ("There's  Nothing  Enigmatic 
about  Red  Russia,"  Fact  and  Comment. 
Sept.  17). 

His  comment  that  "once  a  man  has 
food,  shelter  and  security,  his  mind 
needs,  wants,  thirsts  for  more,"  is  a  per- 
sonal reflection  based  upon  our  fortunate 
American  heritage.  In  Russia — a  country 
that  has  known  no  more  than  a  few 
months  of  comparative  freedom  in  its 
thousand-year  history — I  am  afraid  that 
our  conception  of  the  need  for  intellectu- 
al freedom  exists  in  the  minds  of  only  a 
relative  handful. 
— Kenneth  S.  Oltarsh 
New  York,  N.Y. 

Sir:  I  was  in  Prague  just  before  and  dur- 
ing the  August  1968  invasion.  I  remem- 
ber the  grief  of  the  people  over  the 
destruction  of  their  new  hope  for  free- 
dom by  Russian  troops.  I  remember  viv- 
idly also  the  Communist-Nazi  equality 

scribbled  on  walls. 
— Louis  C.  Pakiserjr. 
Sedalia,  Colo. 

Sir:  Your  comparison  between  the  mate- 
rial standards  of  living  in  the  U.S.S.R. 


and  the  U.S.  left  out  a  few  things:  Is 

environment  as  polluted  as  oun 

terms  of  death  from  cancer,  how 

Russia  compare  with  the  U.S.  and 

nations? 

— Diane  Landry 

New  York,  N.Y. 


THE  WHITE  HOUSE 
WASHINGTON 


mea 

i 

ntei 


The  hole  answer 

Sir:  If  the  Susan  B.  Anthony  dollj 
going  to  be  used  ("The  Ultimate  Insu 
the  American  Dollar,"  Fact  and 
meut.  Sept.  I7),  I  have  a  suggestion.  Ci 
all  that  have  been  scattered  around 
country.  Add  those  still  at  the  n 
Then  put  a  hole  in  each  the  size  ol 
extra  one  in  the  head  of  the  nut 
promoted  the  idea. 

If  the  hole  is  larger  than  the  coil 
much  the  better. 
— Harris  Bateman 
Tulsa.  Okla. 


Golden  cement 

Sir:  Your  article  ("Concrete's  Fee 
Clay,"  Sept  3)  proceeds  though tfull 
one  direction,  [but]  the  headline 
deck  leave  an  impression  that  the  ini 
try  is  about  to  enter  into  overcapacitt 
This  is  not  so. 

It  will  take  us  years  just  to  rep 
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ADVERTISEMENT 


Beyond  Marx  and  Lenin! 


Edward  Lamb  offers  a  formula  for  tomorrow's  social  order:  OMI.  This 
neans  ownership,  management  and  internationalism. 


According  to  Lamb,  Marx  and  Lenin  pushed  for  social  ownership  and 
internationalism,  but  there  was  a  missing  ingredient  in  their  vision:  scientific 
nanagement. 


In  his  new  book,  The  Sharing 
ociety,  Edward  Lamb  describes  the 
planned  universal  society  of  our 
uture. 

Who  is  he  to  tell  us  that  capitalism 
s  a  doomed  dinosaur?  A  radical 
social  thinker?  Yes -but  with  a  dif- 
ference. Edward  Lamb  is  Americas 
wealthiest  radical.  The  fifty  corpora- 
tions he  owns  or  controls  have  as- 
sets of  more  than  $600,000,000! 

Edward  Lamb  controls  banks, 
television  stations  and  manufacturing 
ompanies.  In  The  Sharing  Society, 
ihe  shares  with  the  reader  his  secrets 
or  making  money -big  money.  Few 
know  better  than  he  the  scenario  in 
the  executive  suite  and  how  the 
private  profit  system  works. 


His  ideas  will  challenge  and  per- 
haps anger  you.  But  they  may  give 
you  new  perspectives  on  your  future. 
Lamb  shows  why  America  is  now  a 
have-not  nation  with  basic  resources 
located  beyond  our  borders.  He  de- 
clares all  nation-states  outmoded  and 
calls  nationalism  "the  greatest  curse 
on  the  crust  of  this  earth.''  Lamb  in- 
sists we  are  interdependent  and  sees 
the  United  Nations  as  providing  the 
nucleus  for  a  world  order. 

Copies  of  The  Sharing  Society 

are  now  available  at  all  bookshops. 
Or  you  may  obtain  a  copy  by  sending 
$12  (plus  $2  for  postage  and  ship- 
ping) to  the  publisher:  Lyle  Stuart 
Inc.,  120  Enterprise  Avenue,  Secau- 
cus,  New  Jersey  07094. 


Readers  Say 


What  are  you  going  to  do 
when  you  can't  charge  any  more 
i        for  your  products  ? 


If  you  pass  on  too  many  cost  in- 
creases, it  won't  take  too  long  be- 
fore your  customers  will  pass  up 
what  you're  trying  to  sell. 

If  you  don't  pass  on  cost  in- 
creases, you  start  losing  money. 

It's  a  tough  problem.  But  fortu- 
nately, there's  a  good  way  to  solve 
it.  With  a  Bodme  assembly  ma- 
chine. 

A  Bodine  machine  is  designed  to 
increase  your  productivity  by  au- 
tomating the  one  place  where  you 
can  probably  save  the  most— your 
small  parts  assembly  operation. 
The  fact  is,  a  Bodine  machine  just 
may  be  able  to  cut  the  cost  of  small 


parts  assembly  by  95%  or  more. 

At  the  same  time,  it  can  cut  war- 
ranty and  liability  costs.  Because  a 
Bodine  machine  can  provide  100% 
inspection  and  verification  of  all 
parts. 

The  result  is  a  higher  quality 
product  at  lower  cost.  If  that 
sounds  like  the  kind  of  thing  you'd 
like  to  hear,  call  Frank  Riley,  our 
Vice  President.  He'll  tell  you  even 
more.  The  Bodine  Corporation,  317 
Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 


Bodine 


10%  of  national  consumption  that 
article  traces  to  imports.  New  cec 
capacity,  as  you  point  out,  is  "hon 
expensive."  Meanwhile,  the  deman< 
cement  in  the  years  ahead  will  be 
creasing.  A  year  ago,  I  suggested  to  s 
Swiss  bankers  that  cement  is  tun 
into  gold.  They  nodded,  and  have 
buying  heavily  into  the  U.S.  cemen 
dustry  ever  since. 
—James  E  Stewart 
Chairman  &  CEO, 
Lone  Star  Industries,  Inc 
Greenwich,  Conn 


Larger  contribution 

Sir:  In  the  article  on  Crown  Cork  & 
Co.  (Sept.  17),  Continental  Can  l 
1978  pretax  operating  net  is  referei 
as  $79  million.  In  1978  Continental 
Co.  contributed  $162  million  to  Cc 
nental  Group's  overall  earnings. 
— Eugene  de  Stefano 
Director-Exten  tal  Relations. 
The  Continental  Croup,  Inc. 
New  York,  NY. 
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Bureaucratic  energy 

Sir:  If  we  could  only  [turn]  the  Enj 
Department's  hot  air  into  energy.  I* 
the  address  to  obtain  complete  detai 
the  "Emergency  Building  Tempera 
Restriction,  Energy  Conservation  (j 
tingency  Plan  No.  2: 

"Office  of  Conservation  and  Solar 
plications,  Department  of  Energy,  En 
gency  Bldg.  Temperature  Restricj 
Plan,  Room  GE-004A(CS-39),  Forrej 
Bldg.,  Washington,  D.C  20585." 
—Lee  M.  Seitz 
Grand  Rapids,  Mich 


Brother  Bush 


Sir:  The  more  you  get  to  know 
brother,  George  Bush  ("Baker  and  B  ratio 
Certainly  Come  Through,"  Fact 
Comment.  Oct  I ),  the  more  you  appij 
ate  what  an  extraordinary  person  he 
I  sent  George  a  copy  of  your  bo 
Savings  of  Chairman  Malcolm  (Harpe! 
Row,  $5.95),  for  a  Christmas  present 
year.  Every  public  speaker  should  ov 
copy  of  the  book. 
—Jonathan  Bush 
New  York,  N  Y. 


Sir:  If  you  think  Baker  and  Bush  are  a. 
just  wait  until  you  meet  Philip  Cran 

— Stuart  Bernstein 
Miami.  Fla 
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I      DOES  YOUR 
ENT-A-CAR  COMPANY 

COME  AS 
FULLY  EQUIPPED? 


rtz  #1  Club -faster 
lan  the  computer. 

rtz  #lClub  is  the 
Ill's  fastest  way  to  rent 
When  you  join,  we 
le  few  simple  facts  we 
about  you  on  file.  So 
you  get  to  the 
r$  :er,  your  rental  agree- 
is  already  filled  out. 
i  never  have  to  wait 
id  for  a  computer  to  fill 
gaps  about  you,  like 
o  with  some  rent-a-car 
anies.  Just  show  your 
:  card,  license,  sign, 
o.  You'll  be  heading  for 
ar  while  people  at  other 
ers  are  still  standing 
id  tapping  their  fingers, 
rtz  Express  Car  Return- 
aster  than  the  counter, 
ng  in  line  at  some  counter, 
ng  to  return  your  car,  is  a 
ation  you'll  never 
inter  with  Hertz  Express 
Return.  If  you're  a  charge 
>mer,  all  you  do  is  jot  down 
ilas  level  and  mileage,  and 
the  rental  agreement  in 
xpress  Return  Box. 
mail  your  statement 
ame  day,  so  even 


Fa 


So  many  locations  that 
wherever  you're  soing,  we 
probably  beat  you  there. 

We  don't  make  you  go  out  of 
your  way  to  get  to  where  we 
are.  Because  we'll  already  be 
where  you  are.  We  have  more 
suburban,  airport,  and 
downtown  locations  than 
anyone  else  -  over  4,000 
locations  in  over  110  countries. 
No  other  rent-a-car  company 


extends  itself  this  much. 

So  many  cars,  we  rent 
one  every  three  seconds. 

9    Hertz  has  more 
cars  than  anyone  in 


expense  report  won't  fjQffcZ 


From  subcompacts  right 
up  to  Continentals.  Even 
Broncos,  vans,  and 
trucks. 

So  even  at  the  busiest 
times  of  year,  we  can  have 
a  car  for  you  long  after 
other  rent-a-car 
companies  have  nothing 
but  apologies. 
More  to  offer  you  than 
good  luck  on  the  road. 
If  you  lose  your  keys  or 
need  help  of  any  kind, 
Hertz  is  the  only  rent-a-car 
company  that  offers  you 
nationwide  Emergency  Road 
Service  24  hours  a  day.  Even  if 
you're  miles  from  nowhere, 
we'll  get  there. 

As  you  can  see,  the  features 
that  are  standard  with  Hertz 
are  well  above  the  standards  of 
other  rent-a-car  companies. 

So  why  rent  from  people  who 
supply  you  with  little  more  than 
just  wheels,  when  Hertz  gives 
you  all  the  extras? 


pt  waiting. 


makes  and  models. 


AT  OFF 

TEM  INC  1979 


WHERE  WINNERS  RENT. 

HERTZ  RENTS  FORDS  AND  OTHER  FINE  CARS 


Hertz 

CREDIT  CARD 

FOR  WORLDWIDE  RESERVATIONS 

CALL  TOLL  FREE 

800-654-3131 

IN  USA 

NAME 

TITLE 

COMPANY  NAME 

COMPANY  ADDRESS  CITY 

STATE  ZIP 

Please  send  me  the  r— i  individual 

following  information:  1 — 1  MEMBERSHIP 

TELEPHONE 

1 — I  CORPORATE 

1— 1  BUSINESS  ACCOUNT 

Mail  to:  HERTZ  CORPORATION,  P.O.  BOX  904 

MADISON  SQUARE  STATION.  NEW  YORK,  N.Y  10010. 


Only  one  business  jet 
is  "most  fuel  efficient."  Lear  jet 
In  these  times  can  you  really 
afford  to  fly  any  thing  else? 

Fuel  saved  via  Lear  jet  on  1,500  mile  trip. 


1,192  gallons  compared  to  JetStar-8 


983  gallons  compared  to  Gulf  stream  II 


782  gallons  compared  to  JetStar  II 


766  gallons  compared  to  HS  125-400/600 


468  gallons  compared  to  Falcon  20F 


309  gallons  compared  to  Sabreliner  40/60 


281  gallons  compared  to  HS  125-700 


277  gallons  compared  to  Sabreliner  75A 


210  gallons  compared  to  Westwind  I 


123  gallons  compared  to  Sabreliner  65 


107  gallons  compared  to  Falcon  10 


Based  on  four  passengers,  zero  wind  conditions. 


One  of  the  really  good  things  about 
the  new  Learjet  35A  is  the  fuel  it  doesn't 
burn.  In  fact,  it  consumes  less  fuei  than 
any  business  jet  in  the  sky.  Any  jet, 
including  the  Citation  series  which  is 
reputed  to  be  a  real  fuel  saver. 

Get  there  100  mph  faster, 
on  less  fuel 

On  a  typical  1 ,500-nautical-mile 
trip,  for  instance — with  both  aircraft 
flying  at  long-range  cruise  speeds — the 
Learjet  35A  takes  13  gallons  less  fuel 


than  the  Citation  II.  True,  that's  not  a  lot, 
but  you're  cruising  more  than  700  miles 
per  hour  faster  in  the  35  A. 

Compared  to  all  other  business 
jets,  saving  fuel  in  the  Learjet  is  a  major 
proposition,  as  documented  in  the  chart 
above. 

So  significant  are  the  fuel  savings 
that  you  can  fly  at  high  speed  cruise  in 
the  Learjet  35A  on  those  occasions 
when  you  really  need  to  beat  the  clock 
— and  still  use  less  fuel  than  other  jets 
flying  at  reduced  power  for  long-range 
cruise. 


Problem:  fuel  allocation; 
answer:  Learjet 

That's  the  kind  of  fuel-saving 
benefit  in  step  with  your  need  to  live 
within  today's  fuel  allocation  limitations 
— plus  keeping  the  flexibility  to  get  the 
most  out  of  your  business  jet  without 
compromise. 

Phil  Lovett,  our  vice  president  - 
domestic  marketing,  will  be  glad  to 
send  you  our  new  booklet,  "Saving  fuel 
with  a  Learjet."  Write  or  call  him  at  P.O. 
Box  1 1 186,  Tucson,  Arizona  85734. 
(602)  294-4422. 


America's  most  fuel-efficient  business  jet 


©  Member  of  GAMA 


How  to  avoid  foreign  entanglements, 


There  are  real  advantages  in  having  international 
insurance  placed  with  the  same  company  that  writes 
the  related  domestic  insurance. 

It  allows  the  foreign  exposures  to  be  insured  under 
the  same  terms  and  conditions  as  the  domestic 
operations.  « 

More  important  is  the  confidence  that  comes  with 
having  those  far  away  risks  in  the  hands  of  those  who 
have  proven  their  expertise  closer  to  home. 

As  overseas  operations  have  become  more  impor- 
tant to  many  businesses,  Chubb  has  expanded  its 
branch  and  affiliate  network  in  those  parts  of  the 
world  where  you  probably  need  us  most. 

If  you  have  a  question  concerning  overseas  insur- 
ance, contact  your  Chubb  representative.  In  addition 
to  helping  you,  he  can  send  you  a  copy  of  our  Inter- 
national Directory.  And  prove  to  you  that  foreign 
expertise  isn't  foreign  to  us. 


CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


Only  one  airline  flies 
the  world  Swiss  Class 


Demanding  travelers  all  over  the 
world  know  Swissair.  They  de- 
pend on  us  to  get  them  where 
they  need  to  go,  when  they  need 
to  get  there. 

To  any  of  93  cities  in  63 
countries  on  5  continents. 

They  know  we  can  take  them 
to  important  business  centers  like 
Hong  Kong  or  Milan,  or  pleasure 
destinations  like  Nice  and  Casa- 
blanca, to  the  oil  centers  of  the 
Middle  East,  countries  in  Africa 
and  Asia,  or  to  any  of  Europe's 
major  cities. 


Frequent  travelers  appreciate 
the  convenience  of  our  perfectly 
scheduled  departures. 

They  realize  the  extent  of  our 
vast  international  route  network 
and  call  Swissair  for  intra-conti- 
nental  widebody  flights. 

But  most  of  all  demanding 
travelers  appreciate  our  Swiss 
Class  service. 

To  us,  Swiss  Class  means 
providing  the  best  service  possi- 
ble in  the  air  and  on  the  ground, 
worldwide. 

Swiss  Class  is  a  hospitable 


and  efficient  way  of  doing  things. 
It's  consistent  whether  you're  fly- 
ing first  class  or  economy,  for 
business  or  pleasure. 

Wherever  you're  flying,  you 
deserve  to  fly  there  Swiss  Class. 

For  Swissair  reservations  from 
New  York,  Boston,  Chicago,  Mont- 
real or  Toronto  with  connections  to 
more  than  90  cities  on  5  continents, 
call  your  travel  expert  or  Swissair. 
We  fly  the  world  Swiss  Class. 

swissairi/ 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  YOU  THINK  THE  AFGHAN  REVOLT 

Dree  Russia  to  abandon  its  Afghanistan  communist  pup-    put  out  that  neighboring  freedom  flame,  no  matter  the  heroic 

gime,  you  are  a  dreamer.  Another  cupful  or  two  from  the    determination  of  90%  of  that  country's  people. 

ts'  enormous  bucket  of  conventional  military  might  will      What  did  revolt  get  the  Hungarians?  The  Czechs?  Bullets. 

IF  YOU  GOTTA  BE  KIDNAPPED 

Italy's  indicted,  trial-sought  ex-banker  Michele  Sindona's  is  the  only  way  and  time  to  be. 

PRINCE  CHARLES  AND  PM  THATCHER  ON  CAPITALISM 

ently,  Prince  Charles,  visiting  an  Occidental  Petroleum  tempered  with  humanitarianism." 

the  North  Sea  as  the  guest  of  Dr.  Armand  Hammer,  When  the  Doctor  told  Prime  Minister  Margaret  Thatcher  of 

ented  on  the  efforts  to  rejuvenate  free  enterprise  in  the  remark  of  Britain's  king-to-be,  she  added,  "But  capitalism 

Britain,  and  he  observed:  "Capitalism  is  great  if  it's  is  humanitarianism." 

SO  MUCH  IS  MADE  OF  MAGGIE'S 


a  woman,  first  woman  prime  minister  of  Britain,  the 
oman  at  the  helm  of  a  Western  European  country,  press 
eople  overlook  that  it's  her  mind  and  what's  on  it  rather 
er  sex — sexy  she  ain't — that  accounts  for  her  success, 
ng  with  that  great  quote  in  the  editorial  above  are  these: 
somebody  comes  to  me  and  asks,  'What  are  you  going 
for  us  small  businessmen?'  I  say,  'the  only  thing  I'm  going 
for  you  is  make  you  freer  to  do  things  for  yourselves.  If 
an't  do  it  then,  I'm  sorry.  I'll  have  nothing  to  offer  you.'  " 
The  power  of  trade  unions  over  individual  members  is  far 
reat.  We  shall  have  to  stand  up  against  those  elements 
are  prepared  to  use  their  present  freedom  in  society  to 
ay  society.  ...  A  strong  trade-union  movement  is  an 


integral  part  of  modern  industrial  society,  but  it  must  not  ride 
roughshod  over  the  rest  of  that  society." 

•  "Overtaxation  is  transparently  foolish.  Most  of  us  are 
willing  to  work  for  our  families  and  neighbors  but  not  for  the 
Chancellor  of  the  Exchequer.  In  a  free  country  people  will  work 
hard  if  it  pays  them  to  do  so.  At  present,  taxes  are  so  high  that 
for  many  it  is  not  worthwhile  working  hard,  and  for  some  it  is 
not  worthwhile  working  at  all.  The  first  step  to  recovery, 
therefore,  is  to  lower  taxes  on  earnings." 

Can  you  imagine  the  U.S.  electing  a  president  who  made 
such  sense? 

It's  conceivable,  but  when  one  looks  at  Teddy  and  the  polls, 
that  seems  more  like  a  fantasy  than  a  possibility. 


PEOPLE'S  THIRST  FOR  LESS  GOVERNMENT 


lit  confined  to  Britain.  The  demonic  cliche"  that  being  Left 
liberal  meant  one  was  for  the  people,  while  being  Right  or 
uervative  meant  support  for  exploiting  people  is  being 
jhlished  elsewhere,  too. 

He  French  Left  is  split  because  the  Commies  still  preach, 
Hhe  Socialists  no  longer  buy,  the  idea  that  state  ownership 


of  industry  is  the  way  to  earthly  economic  heaven.  In  Portugal, 
Spain  and  Greece,  democracy  has  snapped  back,  while  Left 
extremists  have  been  left  out  in  governmental  changes  they 
thought  they  could  easily  preempt. 

It's  heartening  that  more  and  more  people  are  aware  that 
Marxism  in  practice  proves  impoverishing,  not  enriching. 
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WHY  DON'T  WE 

come  up  with  a  maximum-mileage,  minimum-pollution  en-    64-miles-per-gallon  Volkswagen  Rabbit? 
gine  comparable  to  Honda's?  Imagine,  of  the  ten  best  autos  for  mileage  just  released  I 

Or  a  diesel  comparable  to  the  54-miles-per-gallon  soon-to-be-    EPA,  not  one  is  made  in  the  U.S.A. 

TECHNICAL  COMPETENCE  VS.  COLLEGE  DEGREE 


For  the  overwhelming  majority,  it's  no  contest  as  to  which 
preparation  will  command  the  highest  income  and  the  greatest 
number  of  jobs  to  choose  from. 

As  Ed  Bodine,  president  of  Bodine  Corp.,  told  Forbes  at 
lunch  here  one  day:  "Finding  people  who  are  technically  capa- 
ble gets  tougher  every  day.  There  seems  to  be  fewer  of  them 
and  the  demand  climbs." 

Meanwhile,  college  graduates  of  vague  capabilities  and  high 
assumptions  are  a  dime  a  dozen.  Since  a  college  degree  has 


become  almost  a  Right,  colleges  predominantly  depende 
government  handouts  have  made  a  rite  of  handing  out 
degrees  to  many  who  probably  could  not  even  qualil 
admission  as  freshmen  by  previous  standards. 

It's  a  combination  of  parental  pride  in  providing  one's 
with  college  and  the  social  pressure  among  youthful  peer 
makes  so  many  spend  four  years  seeking  a  B.A.  or  B.S.  whei 
years  of  technical  training  would  prove  to  be  far  happie 
more  fruitful  and  far  more  productive  for  a  goodly  percent] 


GUARDING  FORMER  PRESIDENTS  IS  ONE  THING 


but  is  spending  several  million  dollars  providing  24-hour  Secret 
Service  protection  to  their  widows  necessary? 

We've  had  former  Presidents  who  deserved  protection  more 
than  they  needed  it.  And  vice  versa. 

But  when  Lady  Bird  Johnson  spent  13  days  in  Greece  enjoy- 
ing wildflowers  and  ancient  ruins,  wasn't  it  expensively  absurd 
to  send  four  Secret  Service  agents  two  weeks  ahead  of  the  tour; 
four  more  two  days  before  her  arrival  and  two  others  with  her? 


I'll  bet  it  was  as  much  a  nuisance  to  this  former  First  Lad) 
was  irrelevantly  expensive  to  the  rest  of  her  countrymen 

After  a  reasonable  bit  of  time  for  the  nuts  to  have 
passions  cooled  or  redirected,  the  Secret  Service  prote 
should  be  dropped. 

It  seems  to  me  both  former  Presidents  and  most  cert 
their  widows  would  be  happier  living  less  conspicuously- 
at  far  less  expense  to  our  unbalanced  Treasury. 


RESTAURANTS— GO,  STOP 


•  Le  Plaisir— 969  Lexington  Ave.  (Tel:  734-9430).  This 
survivor-successor  emerges  after  famed  chef  Claude's  dramatic 
abandonment  and,  should  he  return  for  a  meal,  he  might  be 
upset  to  find  out  how  very  well  they're  doing  without  him. 
Aside  from  billing  an  egg-white  froth  as  a  souffle',  most  every- 
thing else  is  on  a  par  with  much  of  New  York's  French  best. 

•  The  Landmark  Tavern — Eleventh  Ave.  corner  West 
45th  St.  (Tel:  757-8595).  The  decor  is  genuine,  as  is  the  best 
Irish  bread  and  carrot  cake  in  New  York.  In  between,  from  beef 
and  kidney  pie  to  Irish  stew,  everything's  the  real  McCoy. 

•  The  Gibbon— 24  East  80th  St.  (Tel:  861-4001).  A  toney 
effort  to  marry  East  (Japanese)  and  West  (French)  cuisine  that 
just  doesn't  work.  In  the  words  of  a  discerning  colleague:  "It's 
all  an  elegant,  sweet-natured,  expensive  muddle." 

•  Serendipity  3—225  East  60th  St.  (Tel:  838-3531).  Be- 
hind the  gift-shop  stuff  is  a  sandwich,  cake,  banana-split,  soda- 
fountain  place  that  has  to  be  experienced,  if  you've  any  yen  at 
all  for  the  unique.  Light  lunches  and  fantasies  in  coffee,  cream, 
ice  cream  and  such. 

•  Hoexter's  Market— 1442  Third  Ave.  (Tel:  472-9322).  If 
being  With  It  is  your  bag,  here's  where  it  is  these  days  in  the 
Big  Apple^jThe  trendiest  collection  of  damsely  dames  I've  seen 


in  a  long  time,  with — would  you  believe — successful-appei 
young  Wall  Street  types.  First  rate  food,  too,  from  good  an 
bread  'n'  rolls  to  great  duck  with  fresh  raspberry  sauce  } 
didn't  learn  'til  leaving  that  the  earnest  proprietor  with 
unmitigated  success  on  his  hands  was  the  Uzielli  who 
Ford  and  a  stock  exchange  seat  in  his  past.) 

The  Looking  Glass— 325  West  1 1th  St.  (Tel:  741-9 
Only  the  interminable  time  it  takes  to  prepare  what's  on 
detracts  from  these  superior,  flavorful  meals.  I  guess  that 
real  price  for  "The  Looking  Glass"  excellence. 

•  La  Gauloise— 502  Sixth  Ave.  (Tel:  691-1363).  Ded 
most  French,  the  menu  mostly  so,  the  waiters  less  so.  Ui 
the  prevalent  Greenwich  Village  cutesy  types,  this  restai 
is  a  delightful  addition  to  the  neighborhood. 

•  The  Bread  Shop  Cafe— 157  Duane  St.  (Tel:  964-0 
Seven  blocks  north  of  the  World  Trade  Center  in  the 
burgeoning  art  district,  Tribeca  (Soho's  already  become 
and  expensive),  is  a  bakery  that's  also  a  restaurant.  No 
wiches  were  ever  encased  by  more  freshly  delicious,  fibre 
healthy  bread.  There's  a  daily  slateful  listing  of  the  mom 
fish  catch  and  other  dishes.  The  almond  layer  cake  is  not 
believed — or  missed. 


IF  EAT  OUT  YOU  MUST 


very  often  in  New  York  City  with  customers  or  friends  (a  good 
meal  helps  to  make  them  one  and  the  same),  the  most  useful 
commentary  on  the  best  restaurants  to  consider  is  The  Restau- 
rant Reporter  (Box  3456,  New  York,  N.Y.  10017).  It,  along  with 
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Mimi  Sheraton's  Friday  New  York  Times  restaurant  rat 
and  Gael  Greene's  occasional  zesty  dissections  in  New 
magazine,  should  keep  you  from  the  four-out-of-five  chan 
paying  far  too  much  for  meal  mediocrity. 

FORBES,  OCTOBER  15 
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THIS 

}f  journalism's  wittiest  writers,  Bob 
of  the  New  York  Daily  News,  re- 
y  indicated  that  he  wanted  to  do  an 
e  on  my  views  about  something  or 
I  begged  off  on  the  basis  that  be- 
i  the  Iron  Curtain  motorcycle  trip, 
aning  and  punditing,  this  man's 
josities  had  received  a  bit  much  by 
of  publicity,  that  it  "was  time  to 
a  low  profile." 


IS  A  LOW  PROFILE? 

Wrote  Mr.  Gima,  "The  idea  of  you  main- 
taining a  low  profile  is  a  little  like  hear- 
ing that  Yassir  Arafat  was  hosting  an 
Israeli  Bond  dinner."  And,  passing 
through  Times  Square  that  night,  he  saw 
the  spectacular  pictured  here,  which — 
Honest  Injun! — was  done  totally  unbe- 
knownst to  anyone  at  Forbes,  by  Specta- 
color's  CEO  (see  Forbes,  Oct.  1,  p.  144). 
What's  to  say? 
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noi 
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THE  BEST  ARE  OFTEN  PRISONERS 

of  their  excellence.  Great  doctors,  scientists,  lawyers,  writers,  musicians,  artists,  are 
always  in  personal  demand,  under  unceasing  pressure  for  their  presence,  creativity.  It 
must  be  a  terrible  burden  to  be  essential.  In  this  sense,  freedom  lies  in  being  dispensable. 


ALL  OUR  ICE  CREAM 

is  so  ordinaire,  because  it's  all  air. 
Vive  l'exception — Haagen-Dazs. 


RESTAURANTS  THAT  SERVE 

toothpicks  deserve  as  customers  those 
who  use  'em  then  and  there. 


HAPPY  DAYS  WILL  BE  HERE  AGAIN 


By  M.S.  Forbes  Jr. 


The  1980s  should  be  a  whole  lot 
letter  than  the  1970s  for  the  U.S. 
:onomy. 

This  decade  has  been  marked  by 
flation,  OPEC  extortion  and  in- 

reasingly  burdensome  government 

jgulation.  Economic  growth  has 
jDme  largely  through  an  unhealthy 
ixplosion  of  debt.  The  current  reces- 

on  will  turn  nasty  as  the  consum- 
t  realizes  that  he  is  overextended 
jnd  that  the  faltering  housing  boom 
lill  no  longer  provide  him  funds  for 

onsumption. 

It  would  be  a  mistake,  however,  to 
froject  these  problems  into  the  future. 
I  number  of  changes  have  been  tak- 
jig  place  that  could  bring  a  rich  eco- 
lomic  harvest  in  the  next  decade, 
f  The  basis  of  these  changes  is  a  fun- 
damental shift  in  public  opinion.  Few 
leople  today  believe  society's  prob- 
i;ms  can  be  solved  by  additional  fed- 

ral  bureaucracies,  by  increasing  gov- 
jrnment  spending  and  intervention. 
The  financial  collapse  of  New  York 

lity  in  1975  undermined  the  old  faith 
li  big  government,  big  spending.  The 
leadlong  quarter-century  growth  of 
:tate  and  local  budgets  and  bureaucra- 
iies  came  to  an  abrupt  halt.  By  the 

ad  of  last  year,  even  Jimmy  Carter 
lot  the  message.  He  has  become  the 
Irst  President  since  Ike  who  has 

lade  a  top  priority  of  getting  a  grip  on 

le  federal  budget. 

Most  people  no  longer  believe  in  the 


efficacy  of  regulation.  This  swing  may 
seem  slow  or  nonexistent  to  some 
businessmen,  but  it  is  picking  up  mo- 
mentum. The  defeat  of  the  Consumer 
Protection  Agency  was  a  sign  of  the 
new  times.  The  growing  congression- 
al backlash  against  the  often  irrespon- 
sible Federal  Trade  Commission  is  an- 
other. The  Carter  Administration  is 
beginning  to  put  pressure  on  regula- 
tors to  pay  more  attention  to  the  eco- 
nomic consequences  of  what  they 
propose. 

Brightening  Energy  Picture 

Another  cause  for  optimism  is  the 
fact  that,  despite  the  best  efforts  of 
the  bureaucrats,  the  long-term  energy 
picture  is  getting  better,  not  worse. 

Oil  prices  in  the  U.S.  will  be  fully 
decontrolled  in  1981.  The  President's 
synfuel  program  is  being  sensibly 
scaled  down;  the  pernicious  windfall 
profits  tax  was  significantly  reduced 
by  the  House  and  will  be  further  dilut- 
ed by  the  Senate. 

Since  1973  the  average  growth  of 
the  use  of  oil  in  industrial  countries 
has  dropped  from  about  6%  to  less 
than  2%.  That  trend  will  likely  im- 
prove as  countries  adjust  to  OPEC's 
latest  bout  of  profiteering. 

Despite  the  mind-numbing  com- 
plexity of  natural  gas  regulation, 
prices  are  being  allowed  to  rise  from 
unrealistically  low  levels.  Exploration 
considered  unlikely  a  short  time  ago 
is  being  undertaken  today.  The  long- 
term  decline  of  U.S.  gas  reserves  has 
been  reversed. 


Non-U. S.,  non-OPEC  oil  explora- 
tion drilling  declined  between  1974 
and  1977.  That  has  changed  and,  in 
the  next  few  years,  we  should  be  read- 
ing about  new  sources  of  oil  from 
Egypt,  Australia,  Canada,  China  and 
Peru,  not  to  mention  Mexico. 

These  discoveries  won't  break  the 
OPEC  cartel,  but  they  will  gradually 
reduce  its  ability  to  raise  prices  in 
quantum  leaps. 

New  oil  and  gas  supplies  plus  con- 
servation will  reduce  mightily  our  en- 
ergy problems  as  the  Eighties  wear  on. 

Finally,  as  a  sign  of  better  times 
ahead,  is  the  change  in  public  opinion 
that  is  making  itself  increasingly  felt 
in  taxes.  Against  overwhelming  po- 
litical odds,  the  capital  gains  tax,  tra- 
ditionally considered  a  loophole  for 
the  rich,  was  reduced  last  year..  As  a 
result,  noninstitutional  stocks  have 
performed  well,  venture  capital  activ- 
ity has  sharply  increased  and  govern- 
ment revenues  from  this  reduced  levy 
are  rising.  The  fruits  of  the  cut  will  be 
increasingly  seen  in  more  new  busi- 
nesses and  technologies. 

There  is  now  growing  congressional 
support  for  significantly  liberalizing 
depreciation  schedules  for  business. 
Some  meaningful  version  of  the  Tones- 
Conable  bill  will  likely  pass  next  year, 
and  that  will  aid  productivity. 

Wise  investors  and  businessmen 
should  not  let  the  recession's  likely 
severity  blind  them  to  the  fundamen- 
tal— and  optimistic — forces  that  are 
now  at  work. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Prosperity 
with  Pessimism 

With  all  the  talk  of  recession,  energy 
shortage  and  rising  inflation,  it's  easy  to 
forget  that  most  people  have  never  had  it 
so  good.  Employment  now  exceeds  96 
million,  up  more  than  7  million  from 
early  1977.  Realistically,  a  mild  recession 
won't  threaten  most  jobs.  Regardless  of 
whether  "real"  wages  are  a  few  percent- 
age points  above  or  below  their  peaks, 
most  people  today  have  accumulated  an 
enormous  mountain  of  material  posses- 
sions and  increasingly  share  the  benefits 
of  modem  technology. 

— Robert  J.  Samuelson, 
National  Journal 

Pope's  Math  Is  A+ 

Since  taking  office,  the  Pope  has  suf- 
fered from  a  lack  of  his  customary  exer- 
cise and  reportedly  has  dropped  about  15 
pounds  due  to  overwork.  He  is  installing 
an  83-foot  swimming  pool  at  Castel  Gan- 
dolfo,  the  papal  summer  retreat.  When  a 
French  cleric  injudiciously  remarked  on 
the  cost,  the  Pope  was  quick  to  reply, 
"It's  less  expensive  than  having  another 
conclave." 

—Time 

By  Train  through 
Latin  America 

While  we  were  eating,  I  got  a  severe 
stomach  cramp.  I  excused  myself  and 
went  back  to  my  compartment.  I  got 
into  bed  and  turned  off  the  light  and 
curled  up  to  ease  my  cramp.  I  woke  at 
about  midnight.  It  was  very  cold  in  the 
compartment  and  so  dusty — the  dust 
seemed  an  effect  of  the  train's  rapid  mo- 
tion— I  could  scarcely  breathe.  I  tried  the 
lights,  but  they  didn't  work.  I  struggled 
to  open  the  door — it  seemed  locked  from 
the  outside.  I  was  choking,  freezing  and 
doubled  up  with  stomach  pains.  I  had  no 
choice  but  to  remain  calm.  .  .  . 

— Paul  Theroux, 
The  Old  Patagonian  Express 

Attacking  the 
Energy  Problem 

A  new  thermal  battery  for  storing  heat 
from  solar  energy  or  other  sources  was 
introduced  by  Dow  Chemical  Co.  and 
Pipe  Systems  Inc.  of  St.  Louis.  The  com- 
panies called  their  new  product  Thermol 
81  Energy  Storage  Rods.  They  said  the 
rods  would  provide  compact  new  heat- 
storage  systems  for  residential,  industrial 

34 


and  commercial  use.  ...  100  rods  would 
be  enough  to  supply  ample  storage  for  a 
solar  heating  system  in  an  average-sized 
house.  Initially,  the  rods  will  retail  at 
around  $30  each.  That  would  mean  that 
a  storage  system  for  a  solar-heated  house 
would  cost  about  $3,000.  .  .  .  Enough  en- 
ergy rods  to  store  heat  for  a  house  would 
all  fit  in  a  refrigerator-sized  cabinet,  offi- 
cials said  .  .  .  and  would  be  warranted  for 


ten  years. 


—Wall  Street  Journal 


Technocracies 

Of  all  the  preparations  [for  invasion  of 
the  English  coast  in  1386],  the  most  stu- 
pendous was  the  portable  wooden  town 
to  protect  and  house  the  invaders  upon 
landing.  .  .  .  Prefabricated  in  Normandy 
by  the  work  of  5,000  woodcutters  and 
carpenters,  supervised  by  a  team  of  ar- 
chitects, it  was  to  be  packed  and  shipped 
in  numbered  sections,  so  designed  that 
assembly  at  the  beachhead  could  alleged- 
ly be  accomplished  in  an  unbelievable 
three  hours.  For  belligerent  purposes,  the 
14th  century,  like  the  20th,  commanded 
a  technology  more  sophisticated  than 
the  mental  and  moral  capacity  that  guid- 
ed its  use. 

— A  Distant  Mirror, 
by  Barbara  Tuchman 

Cool  Cat 

Now  we  have  a  diagnostic  tool  which 
enables  you  to  lie  on  a  table,  and  have  a 
procedure  as  simple  as  an  X-ray  .  .  .  and 
produce  enormous  information  for  the 
physician.  .  .  .  Remember  when  we  used 


"I  would  love  to  take  you  to  the  ballet, 
Dorogaya,  but  we  would  have  to  defect!" 

Waite — London  Daily  Mirror 


to  talk  about  exploratory  surgery?!! 
often  do  you  hear  of  exploratory  sill 
since  the  advent  of  the  CAT-scanndl 

—Jack  W 
executive  vice  pres| 
Memorial  Sloan-Ked 
Cancer  C]| 

Scared  and  Quiet 

A.W.'s  [Andrew  W.  Mellon]  batt<| 
counsel  was  headed  by  the  famedl 
flamboyant  Washington  trial  hi 
Frank  J.  Hogan,  author  of  the  quirl 
"an  ideal  client  is  a  very  rich  man, " 
oughly  scared." 

— The  Mei\ 
by  David  E.  Kd 


The  first  obligation  of  the] 
dergraduate  is  to  think 
out  let  or  hindrance,  and 
first  obligation  of  the  pro\ 
sor  is  to  make  him  do  so.  ' 

—Christian  Otj 
former  Princeton  University 


Bunion  Cure? 

It  will  take  time  to  make  progrei 
the  linked  issues  of  Soviet  military  a 
ity  in  Cuba  and  the  future  of  the  a 
Soviet-American  relationship.  Rashl 
of  retaliation  are  not  likely  to  be  hel 
Neither  are  the  exaggerations  that  S 
tor  Jackson  now  uses  as  sticks  agj 
SALT.  And  neither  is  Ronald  Rea 
arresting  proposal  that  the  United  S 
"should  not  have  any  further  comn 
cations  with  the  Soviet  Union"  una 
troops  go  home.  Neither  peace  nori 
of  mind  can  be  achieved  by  amputat 
foot  to  treat  a  bunion. 

— New  York  Times  edit 


Sucker  Game 

If  you  favor  roulette,  save  your  ail 
and  send  the  casino  a  check  for  I 
probable  loss.  Sure,  there  are  occasij 
winners.  There  are  occasional  winna 
the  Irish  Sweepstakes,  too.  But  the  i 
of' the  game  are  such  as  to  make  this 
of  the  casino  sucker  games.  Avoid  it 
— Casino  Gambling  for  the  Win 
by  Lyle  St 

The  Bank  Bounces 

Studying  a  Forbes  magazine  repoi 
top  U.S.  exec  salaries,  Paul  Eslit, 
"Honda  man"  at  Eurocars  of  Haw 
Hilo  office,  noted  that  one  honcho  n 
$3  million-plus.  "Wow,"  said  Eslit, 
bet  when  he  writes  a  bum  check, 
bank  bounces." 

— Dave  Donni 
Honolulu  Star-Bull 
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DEWAKS 

pkofile 

A  thirst  for  living . . .  a  taste  for  fine  Scotch. 


BLENDED  SCOTCH  WHISKY-  86  8  PROOF  •  ©  SCHENLEY  IMPORTS  CO..  N  Y.  N  Y 


White  Label" 

„        DE  WAR'S. 

*sfMW  Scotch  Whisw 
war  &  Sons  I? 


The  Dewar 
Highlander® 


BORN:  Bad  Homburg.  West  Germany, 
1950 

HOME:  Washington,  D  C. 

FLUENCIES:  Russian,  French,  German, 

English,  and  Spanish. 

FOUNDER  AND  PRESIDENT:  Forum 

International  for  Cultural  Relations,  a 

consulting  firm  specializing  in  cultural 

program  development. 

RECENT  ACCOMPLISHMENT:  Helped 


RAISA  SCRIABINE 

negotiate  an  international  Convention  for 
the  Conservation  of  Migratory  Birds. 
CURRENT  PROJECT:  The  study  and 
restoration  of  Russian  artifacts  in  Alaska. 

PHILOSOPHY:  "International 
understanding  will  be  built  on  common 
ground;  around  cultural  and 
environmental  'links',  not  differences." 
FAVORITE  PLACE:  "The  far  side  of  any 
challenge." 


SPARE  TIME:  Pastels  Raisa  has  two  major 
New  York  gallery  exhibits  to  her  credit. 
SCOTCH:  Dewar's  "White  Label"0  and 
soda.  "Dewar's  is  definitely  a 
philosopher's  Scotch  ...  a  personal, 
reflective,  Dostoevsky-reading  drink." 


THE 

MANUFACTURERS 
HANOVER 
CREDIT 
COMMITMENT: 


IT'S  WORKING 
IN  THE  BIG  D... 


. .  .and  in  Little  Rock  and  Great  Falls  and  in  Kuwait  as 
well.  It's  part  of  our  total  banking  philosophy  —  proven 
credit  alternatives  combined  with  premier  operations 
support. 

In  Dallas,  for  example,  our  equipment 
financing/leasing  subsidiary  offers  on-site  access  to  a 
comprehensive  worldwide  program  of  services. 

We  make  available  a  range  of  financing 
alternatives  that  no  other  financial  institution  can 
surpass  —  from  merchant  banking  to  factoring. 

As  America's  leading  correspondent,  we 
participate  with  banks  in  the  Southwest  on  overlines 
to  their  customers.  Our  specialized  team  of 
multinational  experts  can  arrange  loans  in  virtually 
every  major  currency. 

And  operationally,  our  cash  letter  "Early  Bird" 
service  is  second  to  none  in  freeing  up  funds  for 
optimum  productivity. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards  —  anywhere  in  the  world. 


"...Manufacturers  Hanover  is  totally 
committed  to  being  the  global  bank  for 
business  —  a  leading  lender  and 
a  leading  operating  partner  as  well." 

John  F.  McGillicuddy 

Chairman  and  Chief  Executive  Officer 


MANUFACTURERS  HANOVER 


\ersailles  1980.  The  Personal  Lincoln. 


If  you  are  accustomed  to  having  things  very 
much  your  own  way,  you  owe  it  to  yourself  to 
examine  Versailles  for  1980. 

It  is  the  personal  Lincoln;  manageable  size, 
sumptuous  interiors,  a  delight  to  drive.  The 
standard  six -way  power  drivers  seat  is  so 
accommodating  that  you  can  virtually  design 
your  Versailles  around  yourself. 

Indeed,  standard  equipment  is  so  complete 
that  it  leaves  almost  nothing  to  be  desired. 

But  the  options  are  very  interesting. 

Thirty-six  possible  color  combinations,  for 
example. 

A  power-operated  glass  moonroof,  tinted 
silver,  brown  or  rose. 


A  defroster  on  the  outside  rearview  mirror. 
An  automatic  garage-door-opener  control 
that  can  be  adapted  to  operate  your  entrance 

gates. 

An  illuminated  outdoor  thermometer  on  the 
left-hand  mirror  bracket. 

A  cassette  tape  player  with  Dolby™  noise 
reduction;  an  eight-track  tape  player;  or  even  a 
40-channel  CB,  to  supplement  the  standard 
AM-FM  Stereo  Search  radio. 

And  for  the  perfect  confidence  of  easy  starts 
in  the  bitterest  winter  weather,  a  heater  that 
will  keep  the  engine  warm  overnight. 

Versailles  1980:  luxury  in  the  Lincoln 
tradition,  on  a  very  personal  scale. 

LINCOLN  VERSAILLES 


LINCOLN-MERCURY  DIVISION 


Forbes 


!  a  decade,  Boston  wheeler-dealer  David 
gar  has  battled  to  take  away  General  Tire's 
station.  But  Mugar  may  be  hung  on  his 
n  argument. 


General  Tire  and 
the  wages  of  sin 


By  Robert  J.  Flaherty 


the  next  year  turns  out  to  be  the 
;st  of  all  possible  years  for  General 
Hire  &  Rubber  Co.,  the  scenario  will 
lething  like  this: 

Federal  Communications  Com- 
Un  will  rule  that  General  Tire's 
subsidiary  is  qualified  to  hold  FCC 
:s  so  that  RKO  can  sell  its  Boston 
lation,  WNAC,  to  a  group  of  Bosto- 
headed  by  David  G.  Mugar,  who 
pen  after  the  license  for  more  than 
[ars.  The  group  will  pay  $54  million 
he  Beantown  money  machine, 
has  been  appraised  at  $100  mil- 
"he  FCC  will  also  allow  a  New  York 
to  buy  RKO's  WOR-TV  for  well 
market.  These  will  be  the  first 
[of  VHF  TV  stations  in  any  of  the 
[ggest  U.S.  markets  since  1964. 

best-case  scenario  continues:  The 
I  in  Los  Angeles  that  has  been  chal- 
[g  RKO's  KHI-TV  license  there  for 
ft  15  years  will  back  off  in  return  for 
kirsement  of  its  legal  fees,  and  RKO 
ral  will  be  free  for  the  first  time 
[1965  of  challenges  to  its  remaining 
\V  stations  and  its  dozen  radio  sta- 
The  company  will  use  the  pro- 
Ifrom  the  station  sales  to  replace  its 
^rning  power  and  to  build  the  RKO 
Network  it  launched  this  month 
[ning  on  some  of  the  250  stations  it 
as  affiliates  by  1982. 
|ng  the  way,  RKO  will  transfer  to  its 
General  Tire,  as  a  dividend,  its 
Hnk  bottling  companies,  its  59% 
st  in  Frontier  Airlines  and  its  97% 


of  Cablecom  General,  a  200,000-sub- 
scriber  cable  TV  affiliate.  Thomas  O'Neil 
will  resign  as  chairman  of  General  Tire 
but  remain  head  of  the  stripped-down 
RKO,  which  will  then  be  spun  off  to 
General's  shareholders.  If  spinoff  history 
repeats  itself  here,  General  Tire's  stock, 
lately  priced  around  22  for  a  multiple  of 
five,  will  hold  at  least  at  its  present  level 
despite  the  spinoff,  while  RKO  will  com- 
mand perhaps  seven  times  earnings,  to 
the  relief  of  General's  stockholders. 

That's  the  best  that  can  happen  to 
General  Tire's  shareholders.  Now,  here's 
the  worst:  The  FCC,  instead  of  pursuing 
its  tendency  to  favor  incumbent  licens- 
ees, can  decide  to  make  history.  In  the 
past  the  FCC  has  tended  to  come  down 
hard  on  small  licensees.  But  when  big 
competitors,  like  Westinghouse  and 
General  Electric,  were  found  guilty  of 
price-fixing  and  their  executives  were 
sent  to  jail,  they  still  didn't  lose  their 
broadcasting  licenses. 

If  the  FCC  decides  to  take  RKO's  li- 
censes away,  it  will  be  the  first  time  a 
broadcasting  license  has  been  lost  for  the 
non broadcasting  sins  of  a  parent.  What 
were  these  alleged  sins?  Political  payoffs, 
bribes  and  antitrust  violations — acts 
that,  in  some  people's  eyes,  rendered 
General  Tire  "unfit"  to  purvey  that  up- 
lifting and  wholesome  TV  fare  of  sex, 
violence  and  greed,  to  which  the  Ameri- 
can people  are  accustomed. 

A  tougher  FCC  policy  could  have  far- 
reaching  consequences,  especially  for 
those  15  corporations  with  licenses  who 
have  already  admitted  to  the  SEC  that 


they  have  committed  similar  sins.  If  the 
FCC  judges  RKO  morally  unfit  to  hold  a 
license,  that  right  to  use  the  public  air- 
waves would  then  be  available  free  to 
some  other  applicant. 

Since  the  license  to  operate  a  TV  sta- 
tion is  a  license  to  coin  money  without 
having  to  be  very  smart,  the  line  of  chal- 
lengers trying  to  wrest  licenses  from 
"immoral"  conglomerates  will  suddenly 
burgeon.  Because  of  a  new  effort  to  favor 
minority  ownership,  blacks  with  politi- 
cal connections  will  cash  in,  just  as 
whites  with  political  connections  did  a 
generation  earlier.  For  example,  New 
York  Secretary  of  State  Basil  Paterson  is 
a  shareholder  of  the  challenger  for  RKO's 
New  York  TV  license. 

How  did  General  Tire  get  in  this  awful 
spot,  where  the  best  that  can  happen  to 
it  is  to  have  its  chairman  resign,  its 
broadcasting  company  spun  off  and  two 
of  its  biggest  TV  stations  sold  at  sweet- 
heart prices?  It  caught  a  case  of  corporate 
malaria. 

The  carrier — as  it  turns  out — was  col- 
lege dropout  David  G.  Mugar.  His  Arme- 
nian immigrant  father  founded  Boston's 
Star  Market  supermarket  chain  and  later 
sold  it  to  Jewel  Cos.  For  years  this  wheel- 
er-dealer wanted  to  buy  a  TV  station  and 
rejected  friends'  suggestion  that  he  get 
one  in  some  "backwoods." 

Mugar  wanted  a  station  in  his 
hometown.  He  knew  none  in 
the  top  ten  markets  ever  came 
up  for  sale.  So  he  decided  to  become 
what  established  broadcasters  call  any- 
body who  challenges  their  right  to 
"own"  a  TV  license — a  pirate.  Broadcast- 
ers may  slur  them  but  Mugar  responds: 
"Why  shouldn't  I  have  a  Boston  station? 
Because  I  was  born  too  late  and  the  FCC 
gave  out  the  licenses  when  I  was  in 
knickers?"  Didn't  God  want  Mugar  to 
join  the  ranks  of  the  privileged? 

His  first  effort,  launched  in  1969,  failed 
when  an  FCC  administrative  law  judge 
found  for  RKO  rather  than  Mugar.  But 
Mugar,  who  started  after  WNAC  when 
he  was  30  and  is  still  trying  now  that  he 
is  40  and  pudgy,  says,  "For  eight  of  the 
last  ten  years  I  was  like  a  buzzing  mos- 
quito of  almost  no  consequence  to  Gen- 
eral Tire.  They  didn't  give  us  much  legal 
respect  until  we  landed  and  they  found 
out  we  carried  malaria." 

Disheartened  by  1974,  Mugar  says  he 
knew  "we  probably  wouldn't  be  success- 
ful unless  we  came  up  with  some  kind  of 
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bomb."  He  started  spending  what  has 
exceeded  $1  million.  He  had  a  hunch. 
Hundreds  of  companies  voluntarily  re- 
vealed illegal  domestic  campaign  contri- 
butions and  questionable  overseas  pay- 
ments. He  figured  that,  since  the  O'Neils 
were  big  Republican  backers,  General 
may  have  made  some  payoffs,  though  it 
had  not  reported  any. 

So  Mugar  hired  ex-Harvard  football 
captain  Terry  Lenzner,  who  had  been  a 
counsel  to  the  Senate  Watergate  Com- 
mittee. By  1975  Lenzner  came  up  with 
so  much  dirt  that  General  was  soon  deep 
in  trouble  not  only  with  the  FCC  but 
with  the  Justice  Department,  the  FTC, 
the  IRS  and  the  SEC.  The  SEC  in  particu- 
lar, as  part  of  a  consent  decree,  forced 
General  to  investigate  itself  and  turn  out 
a  333-page  report  which  gravely  incrimi- 
nated General.  The  case  is  filled  with 
juicy  details  about  meetings  in  men's 
rooms  to  pay  bribes  in  paper  bags,  and  "a 
little  tin  box"  of  cash  for  illegal  payments 
that  President  M.G.  O'Neil  kept  in  the 
safe  in  his  office. 

Naturally  Mugar  renewed  his  challenge 
on  the  Boston  license,  charging  that 
RKO  was  "manifestly  unfit"  to  be  a 
broadcaster.  Challengers  in  Los  Angeles 
and  New  York  picked  up  on  Mugar's 
material  for  their  challenges.  Here  are  a 
few  of  General  Tire's  "unsavory  acts":  It 
bribed  a  now-jailed  Moroccan  to  keep 
Goodyear  out  of  that  country,  violating 
U.S.  antitrust  laws;  overbilled  foreign  af- 
filiates to  get  bribe  money,  thus  cheating 
foreign  partners  in  joint  ventures;  bribed 
Adnan  Khashoggi  to  get  the  company  off 
the  Arab  boycott  list,  then  participated 
in  the  boycott;  used  dummy  accounts; 
falsified  records  and  reports  to  federal 
agencies;  obtained  kickbacks  from  em- 
ployees for  political  contributions; 
evaded  taxes;  violated  the  currency  laws 
of  foreign  countries;  bribed  some  foreign 
bank  officials  not  to  make  a  loan  to  a 
South  American  competitor;  kept  sloppy 
books  at  RKO  and  made  political  payoffs 
from  RKO's  partly  owned  Frontier  Air- 
lines and  Cablecom. 

Trapped,  General  Tire  in  1976  an- 
nounced plans  to  spin  off  RKO,  thereby 
separating  the  sinful  parent  from  the  in- 
nocent child.  The  spinoff  could  have 
blunted  any  future  challenge  to  RKO  li- 
censes, even  though  the  O'Neil  family 
would  continue  to  control  both  units. 
When  the  founding  O'Neil  died,  his  three 
sons  divided  up  General  Tire.  Tom,  the 
oldest,  became  chairman  of  RKO  and 
also  of  General  Tire;  John  took  over  fi- 
nance. Jerry,  the  youngest,  got  the  worst 
job — tires — as  president  and  CEO  of 
General.  Each  of  the  brothers  stayed  out 
of  the  others'  territories  and  each  is  fond 
of  saying,  "The  last  O'Neil  I  took  orders 
from  died  20  years  ago." 

But  Mugar  jumped  in  to  protest  the 
spinoff  and  the  FCC  upheld  him.  Spin- 
ning off  RKO  would  have  left  moot  the 


great  public  interest  issues  Mugar  had 
raised  and — more  important — could 
have  cost  him  the  station  license. 

Besides  the  proposed  spinoff,  Mugar 
had  another  shock.  Being  an  Armenian, 
he  is  the  wrong  minority  these  days.  And 
since  the  FCC  has  been  pushing  black 
ownership,  a  rival  group  of  prominent 
Boston  blacks,  plus  Jerome  Wiesner,  the 
president  of  MIT,  had  been  found  more 
worthy  than  Mugar  on  the  basis  of  mi- 
nority ownership.  Mugar  had  uncovered 
all  the  dirt,  yet  it  looked  as  if  someone 
else  might  get  the  station. 

What's  more,  while  other  government 
bodies  dug  into  the  charges  against  Gen- 
eral Tire,  the  FCC  held  back.  To  this  day 
it  has  not  held  formal  hearings  on  the 
revelations  contained  in  the  report. 

Mugar  was  growing  old  and  his  prize 
was  slipping  away.  Worse,  his  case  was 
now  linked  with  the  license  challenges 
in  New  York  and  Los  Angeles.  Suddenly 
all  of  RKO's  licenses  could  be  at  stake. 


How  did  General  Tire  get  into 
this  awful  spot,  where  the 
best  that  can  happen  to  it  is 
to  have  its  chairman  resign, 
its  broadcasting  company 
spun  off  and  two  of  its  biggest 
TV  stations  sold  at  sweet- 
heart prices?  It  caught — in  the 
words  of  license  challenger 
David  Mugar — a  case  of  corpo- 
rate malaria. 


Though  the  case  was  ten  years  old,  RKO 
could  keep  it  in  the  courts  for  another 
ten  years.  (One  license  battle,  over  a 
Jackson,  Miss,  station,  is  over  15  years 
old  and  still  going  strong.) 

"We  saw  that  the  FCC  had  not  acted 
for  years  on  these  charges  so  we  acted  to 
settle,"  says  Mugar.  He  agreed  to  merge 
with  the  competing  black  group  to  form 
New  England  Television  Corp.  Suddenly 
Mugar's  group  had  the  minority  mem- 
bers to  please  the  FCC. 

The  ethnic  merger  may  serve  an- 
other purpose.  The  FCC  has  a  poli- 
cy against  station  sales  to  a  chal- 
lenger by  a  licensee  charged  with  an  un- 
savory character.  The  commission  holds 
that,  unless  the  license  holder  is  qualified 
morally,  he  doesn't  really  hold  the  li- 
cense and  hasn't  anything  to  sell.  But 
recently,  where  the  buying  group  was 
predominantly  black,  the  FCC  okayed  a 
"distress  sale"  without  hearings.  So  with 
Mugar's  group  having  around  13%  black 
ownership,  he  expected  speedy  approval. 

Mugar  got  RKO  to  agree  to  sell  out  to 
him  at  a  price  considered  a  steal  because, 
until  the  challengers  had  won  or  been 
disqualified  by  the  FCC,  no  one  but  Mu- 
gar's group  could  bid  for  WNAC.  The 
station  was  recently  evaluated  at  $100 
million,  but  Mugar  got  RKO  to  sell  at  $54 


million.  Normally,  a  station  in  thisi 
ket  would  command  a  price  of  8  i 
times  cash  flow.  Mugar  was  gel 
WNAC  for  about  6. 

Moreover,  Mugar  has  found  finan 
for  97%  of  the  necessary  capital.  Bei 
the  $54  million  for  RKO,  he  neede< 
other  $5.5  million  for  working  caj 
He  has  arranged  with  sources  suq 
First  National  Bank  of  Boston,  A11J 
Insurance  Co.  and  Charlestown  Sa\i 
Bank  to  borrow  $57.5  million  of  the 
essary  $59.5  million.  This  means,  i 
deal  goes  through,  the  leveraged  $2 
lion  in  equity  will  bring  an  immec 
gain  of  more  than  $40  million. 

Now,  suddenly,  everyone  reversed 
sitions.  If  Mugar's  initial  attack  wasi 
rect  and  RKO  was  unqualified  to  he 
license,  it  had  no  right  to  sell  him 
station.  So  he  and  his  team  have  bec< 
RKO's  staunchest  allies.  Much  to| 
delight  of  lawyers  and  other  onlook 
and  to  the  horror  of  the  FCC,  the) 
tackers  have  become  the  defenders. 

Consider  Joseph  Hennessey,  a  lav 
involved  in  another  case  where  his  pj 
tion  is  exactly  opposite.  After  the  1 
okayed  the  renewal  of  a  Cowles  Brd 
casting  license,  even  though  the  pai 
had  pleaded  no  contest  to  50  counti 
mail  fraud,  Hennessey  won  an  ap] 
that  got  that  decision  kicked  back  to 
FCC  for  review.  In  that  case  he 
pleaded  that  the  sins  of  the  parentsAa 
be  visited  on  the  broadcasting  ch 
Now,  as  one  of  Mugar's  attonn 
Hennessey  argues  that  RKO  and  Gene 
Tire's  shareholders  would  suffer  enoi 
by  selling  the  Boston  station.  Why  t; 
away  all  their  licenses?  Hennessey  si 
he  took  the  case  as  pro  bono  publico  wj 
to  help  blacks.  But  until  Forbes  check 
he  didn't  mention  that  his  wife  hai 
0.5%  interest  in  Mugar's  group. 

Mugar  himself  admits  the  swi; 
is  self-serving.  "We  didn't 
into  this  to  reform  broadcast: 
or  bring  General  Tire  to  its  knees  or 
anything  else  but  get  Channel  7, 
moans.  He  expected  to  spend  $250,C 
and  three  or  four  years.  Up  to  now 
group  has  spent  over  $3  million  and  o1 
ten  years. 

What  about  the  great  issues  Muj 
raised?  What  about  the  challengers 
Los  Angeles  and  New  York  whose  ca: 
rest  in  large  part  on  Mugar's  initial  cla: 
that  RKO  is  unfit  to  be  a  broadcaster  a 
whose  fight  is  linked  to  his  fight? 

Let  the  others  fight  their  own  caS 
and  get  off  mine,  he  says,  because  if  t 
FCC  opens  hearings,  then  finds  RKO  u 
qualified,  the  case  could  go  on  for  ye£ 
more.  It  already  runs  over  83  volumes  ai 
15,000  pages.  Lawyers  on  other  broa 
casting  cases  believe  Mugar  is  going 
win  because  the  FCC  will  find  RKO  qua 
fied,  and  thus  entitled  to  sell  WNA1 
That's  what  the  FCC  Broadcast  Bure; 
recommended  last  month.  But  Broadca 
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kkaucounsel  William  Silva  quietly  nods 
van  you  bombard  him  with  the  reasons 
I  FCC  would  like  to  end  this  case 
f.ckly.  He  agrees  if  the  commission 
iis  against  RKO  the  case  could  be  end- 
But  he  makes  this  point:  Whatever 
aision  the  FCC  makes  will  be  chal- 
ciged  by  one  side  or  the  other. 
iVhat  the  FCC  must  do,  says  Silva,  is 
Ike  a  decision  that  the  court  won't 


bounce  back  as  it  did  with  the  Cowles 
case.  This  is  probably  the  most  impor- 
tant broadcasting  license  case  that  has 
ever  come  before  the  commission.  Mu- 
gar  and  his  lawyers  now  want  it  settled 
on  a  narrow  basis  without  regard  for  the 
broader  issues.  But  will  an  appeals  court 
permit  the  FCC  to  do  that  after  linking 
the  Los  Angeles  and  New  York  cases  to 
Boston  on  principle?  Does  the  FCC  want 


to  permit  what  is  a  landmark  case  to  be 
decided  by  the  combatants  themselves 
and  not  the  commission? 

The  decision  will  be  close.  The  seven- 
person  FCC  under  new  Chairman 
Charles  Ferris  has  been  unpredictable 
and  precedent-breaking.  RKO  will  prob- 
ably win  or  lose  by  a  vote  of  4  to  3.  Every 
holder  of  a  broadcasting  license  will  be 
waiting  with  bated  breath.  ■ 


ink  credit  card  loans  are  booming.  Soon  credit  card  losses  will  be 
>oming,  too. 


The  consumer 
credit  bubble 


By  Allan  Sloan 
with  William  Harris 


wg  a  HENEVER  YOU  SEE  3  lot  of  banks 

all  doing  the  same  thing,  it's 
r  W  time  to  look  out.  Consider  bank 
idit  cards,  the  industry's  fastest-grow- 
5  product.  The  nation's  bankers,  the 
ne  people  who  decided  REITs  were 
rific  credits  and  that  lending  hundreds 
millions  of  dollars  to  countries  like 
ire  and  Turkey  was  good  business^  are 
ading  full  speed  into  what  could  be  yet 
ather  fiasco:  losses  on  bank  credit 
ds.  In  their  lust  for  presumably  high- 
irgin  consumer  business,  banks  are  do- 
;  some  strange  things — financing  an 
ronomical  increase  in  second-mort- 
;e  loans,  shoveling  installment  loan 
:dit  into  the  marketplace — but  the 
:dit  card  business  is  where  the  first 
dence  of  lending  excess  is  going  to 
rw  up. 

rhe  bank  credit  card  business  has  al- 
dy  gone  to  hell  in  a  handbasket  once, 
the  1974-75  recession.  But  you  didn't 
ar  much  about  it  then  because  losses, 
die  high  as  a  percentage  of  credit  card 
ins  outstanding,  were  trivial  compared 
the  REIT  fiasco  and  other  sour  real 
ate  loans. 

rhis  time,  credit  card  losses  are  going 
be  worse — far  worse.  The  reason  is 
it  credit  card  loans  have  been  growing 
ronornically,  thanks  in  part  to  an  anti- 
ist  suit  (we'll  get  to  that  later)  and  the 
;  credit  card  push  by  Citibank,  the 
iking  industry's  leader  (see  box,  pA2). 
of  June  30,  bank  credit  card  loans  in 
t  U.S.  were  $22.1  billion,  up  83%  (from 


$12.1  billion)  in  two  years,  up  32%  (from 
$16.7  billion)  in  one  year  alone.  The  cur- 
rent level  is  more  than  triple  what  it  was 
at  the  start  of  1974  when  the  last  crunch 
came.  An  even  more  alarming  statistic  is 
the  growth  in  the  potential  credit  the 
cards  represent,  a  figure  that's  soaring 
because  the  number  of  cards  is  increas- 
ing and  their  average  credit  line  is  also 
rising  (to  $1,000  as  of  June  30,  up  from 
$890  a  year  earlier  and  $870  in  June 
1977).  Forbes  projections  place  available 
but  unused  bank  card  credit  at  $42  billion 
as  of  June  30,  90%  higher  than  in  June 
1977.  While  no  one  thinks  consumers 


will  run  out  and  use  up  the  remaining 
$42  billion  tomorrow,  it's  obvious  that, 
the  more  bank  credit-card  credit  avail- 
able, the  more  credit  people  will  use. 
That's  especially  true  these  days,  because 
some  major  banks  (among  them  Bank  of 
America,  Chemical  Bank,  Crocker  Bank 
and  Northwestern  National  Bank  of  Min- 
neapolis) have  tightened  consumer  credit 
standards  for  direct  loans.  Other  banks 
are  likely  to  raise  their  standards,  too, 
especially  since  Comptroller  of  the  Cur- 
rency John  Heimann's  letter  last  month 
warning  national  banks  that  "some  ex- 
cesses may  have  developed"  in  consumer 
credit.  The  tightened  standards  are  im- 
portant because  consumers  use  bank 
cards  more  when  bank  credit  becomes 
harder  to  get. 

How  much  is  this  all  going  to  cost? 
Spencer  Nilson,  publisher  of  the  Santa 
Monica-based  Nilson  Report,  a  credit  card 
newsletter,  projects  1979  card  chargeoffs 
of  $405  million,  compared  with  $298 
million  last  year.  He  says  industry  statis- 
tics indicate  chargeoffs  of  around  $750 
million  next  year,  but  he  suspects  they 
will  be  higher.  "They're  pretty  cagey 
about  hiding  loss  figures,"  he  says. 

If  anything,  Nilson's  numbers  are  prob- 
ably conservative.  Bankers  say  that 
chargeoffs,  as  a  percentage  of  credit  card 
loans,  are  running  1.5%  to  2%  on  aver- 
age. Some,  like  Citibank's,  are  substan- 
tially higher.  In  the  second  quarter  of 
1975,  the  best  available  numbers  show 
that  the  chargeoff  rate  for  bank  card 
loans  was  about  double  the  current  rate. 
If  we  assume  that  3.25%  of  loans  is  a 
reasonable  chargeoff  figure  for  a  down 
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economy  next  year,  and  that  there  will 
be  $25  billion  of  bank  card  credit,  we  end 
up  with  $813  million  of  losses.  Putting 
that  number  in  perspective,  banks  in  the 
U.S.  charged  off  $3.2  billion  in  all  of 
1975,  the  worst  year  banks  have  seen 
since  the  Great  Depression.  While  bank 
credit  card  losses  alone  don't  seem  likely 
to  pose  a  threat  to  the  existence  of  any 
reasonably  well  capitalized  big  bank, 
some  small  banks  could  be  badly  hurt. 
Should  other  iffy  credits  (like  loans  to 
some  foreign  countries)  go  bad,  or  if 
there  should  be  another  W.T.  Grant, 
there  could  be  a  lot  of  blood  on  the  floor. 

Bank  credit  card  growth  has  expanded 
incredibly  in  the  past  two  years.  Since 
June  1977  the  number  of  active  Master 
Charge  and  Visa  accounts  has  risen  from 
39.6  million  to  64.2  million.  A  large  fac- 
tor in  this  growth  is  "duality,"  which 
struck  the  credit  card  industry  in  May 
1974,  but  didn't  begin  showing  up  in  the 
statistics  for  about  three  years.  Duality 
means  that  a  bank  can  issue  both  Master 
Charge  and  Visa  (formerly  BankAmeri- 
card)  charge  cards  if  it  wants  to.  Before  a 
civil  antitrust  suit  brought  against  Visa 
in  1974  by  the  Worthen  Bank  of  Little 
Rock,  Ark.,  Master  Charge  banks 
couldn't  be  Visa  members  and  Visa  banks 
couldn't  belong  to  Master  Charge. 
Worthen,  a  Visa  bank,  wanted  to  issue 
Master  Charge  cards.  The  case  was  set- 
tled out  of  court,  and  duality  was  born. 
Once  they  got  geared  up  in  1976,  banks 
scrambled  to  place  a  second  card  in  their 
existing  cardholder  base,  and  there  was  a 
surge  in  card  accounts  and  in  available 
card  credit. 

Now  banks  are  pushing  the  cards  hard- 
er than  ever.  In  Boston  you  can  pay  your 
oil  bill  with  one.  Insurance  companies 
advertise  policies  and  ask  you  to  pay  the 
premiums  with  your  charge  card.  Imag- 
ine, paying  18%  a  year  interest  on  life 
insurance  premiums! 

Banks  seek  credit  card  business  be- 
cause they  can  charge  as  much  as  18% 
on  unpaid  balances — and  two-thirds  of 
card  users,  on  average,  don't  pay  their  bill 
in  full  and  have  finance  charges  to  pay. 
Also,  unlike  other  forms  of  retail  banking 
like  installment  loans  and  branch  net- 
works, credit  cards  aren't  labor  inten- 
sive. Generally  speaking,  having  more 
cards  lowers  a  bank's  cost  per  card  trans- 
action, so  it  becomes  especially  appeal- 
ing to  pile  on  new  business. 

"As  we  create  more  uses  for  the  card 
and  people  use  it  more,  fewer  people  pay 
off  immediately,"  says  John  Reynolds, 
president  of  the  Interbank  Card  Associ- 
ation, which  handles  Master  Charge.  "If 
we  can  make  the  card  such  an  important 
thing  in  your  pocketbook,  then  you'll  use 
the  card  more.  You  get  to  a  point  where 
you  say,  'Oh,  what  the  heck,  why 
shouldn't  I  pay  them  a  little  interest  on 
this  and  pay  them  off  in  an  orderly  fash- 
ion and  use  this  as  a  budgeting  device?'  " 


These  days,  with  money  costing  12%- 
plus  on  the  open  market,  it's  doubtful 
there  is  a  lot  of  money  being  made  on 
bank  credit  cards,  even  counting  revenue 
from  merchant  discounts.  Take  a  12% 
cost  of  money,  add  in  a  possible  3%  of 
credit  losses,  toss  in  handling  costs  and 
you  are  lucky  not  to  lose  money.  Then 
there  is  the  pesky  situation  of  those  old- 
fashioned  types  who  pay  their  credit  card 
bills  before  interest  becomes  due  on  the 
balance;  this  is  sheer  red  ink  to  the 
banks.  Citibank  tried  to  drive  away  such 
prudent  people  by  charging  them  50 
cents  a  month  if  they  paid  their  accounts 
in  full,  but  fear  of  vengeance  from  Con- 


gress made  Citi  drop  the  fee. 

Why,  then,  are  the  banks  exten 
themselves  to  get  this  kind  of  1 
Clearly  they're  counting  on  the  co, 
money  dropping  fairly  sharply,  wide 
the  spread  between  that  and  their  1 
The  trouble  is  that  a  lot  of  credit 
lending  violates  that  ancient  rule: 
lending  should  be  made  for  produc 
purposes  only  and  not  for  feasting 
eyes  or  filling  your  stomach.  If  you 
fault  on  your  car  loan,  someone 
come  and  drive  your  car  away.  But  v 
can  they  do  if  you  default  on  your  ci 
card — except  sue  you  and  take  your  c 
it  card  away?  ■ 


Citibank's  big  card  push 


Two  years  ago  Citibank  stood  the 
credit  card  industry  on  its  ear  when  it 
began  a  massive  push  to  build  a  na- 
tionwide base  of  bank  credit  card- 
holders. Taking  advantage  of  heavy 
advertising  and  customer  confusion 
caused  when  BankAmericard  was 
changing  its  name  to  Visa,  Citibank 
blanketed  the  country  with  a  nation- 
wide 20-million-piece  mailing  seek- 
ing Visa  accounts.  The  big  push,  to- 
gether with  the  subsequent  purchase 
of  Carte  Blanche  from  Avco,  is  part  of 
Citibank's  master  plan  to  become  the 
dominant  consumer  bank  in  the  U.S. 
(Citibank  is  trying  the  same  thing 
overseas,  especially  in  Western  Eu- 
rope and  Japan,  where  it's  gearing  up 
for  a  push  to  bring  big-time  install- 
ment lending  to  new  markets.) 

As  a  result  of  its  U.S.  credit  card 
blitz,  Citibank's  credit  card  loans  out- 
standing rose  from  $296  million  at  the 
start  of  1978  to  $1.26  billion  six 
months  later  and  to  an  estimated  $2.1 
billion  today. 

That's  a  big  piece  of  business,  but  is 
it  making  any  money?  So  far,  it  is 
costing  a  lot  of  dough.  Citibank  says 
those  are  just  startup  costs,  the  type  of 
thing  you  expect  when  you  begin  an 
ambitious  program. 

Citibank  won't  provide  any  loss  fig- 
ures, but  you  can  take  a  pretty  good 
guess  at  them  from  examining  reports 
of  Citibank  (New  York  State)  N.A., 
the  Buffalo-based  Citicorp  subsidiary 
that  handles  its  bank  credit  card  busi- 
ness. Because  the  Buffalo  bank  is  rela- 
tively small  ($2.9  billion  in  assets  on 
June  30)  and  the  credit  card  outstand- 
ings are  most  of  its  business,  it  can  be 
derived  that  the  bank  charged  off  $35 
million  to  $40  million  of  credit  card 
loans  in  the  first  half  of  the  year.  Dou- 
ble that,  and  you  get  $75  million  or  so 
in  losses  for  the  full  year  on  about  $2 
billion  of  average  credit  card  loans — a 
writeoff  of  about  3.5%  of  outstand- 
ings, double  the  industry  norm. 

David  Philhps,   Citibank's  senior 


vice  president  for  card  products 
won't  confirm  any  of  those  numbers 
He  says,  naturally  enough,  that  losses 
are  at  or  below  budget,  and  things  ara 
going  well.  He  says  Forbes'  writeoff 
projection  is  too  high  and  the  project 
ed  $2  billion  of  average  outstandings! 
is  too  low,  but  he  won't  provide  any 
other  numbers. 

For  the  short  run,  at  least,  Citi 
bank's  card  program  is  attracting  a  lot 
of  marginal  credits.  Spencer  Nilson 
publisher  of  the  Nilson  Report,  a  credi 
card  industry  newsletter,  says  some 
companies  in  Los  Angeles  are  steering 
some  very  questionable  risks  to  Citi- 
bank because  it  has  the  least  stringent 
credit  card  standards. 

Citibank,  of  course,  is  in  the  credit 
card  business  for  the  long  haul,  and 
can  well  afford  to  write  off  losses  that 
would  sink  a  smaller  bank.  Phillips, 
who  concedes  that  some  deadbeats 
have  been  stiffing  Citibank,  says  its 
loan  experience  is  continually  im- 
proving because  bad  credits  are  being 
weeded  out.  In  effect,  he  says,  Citi  got 
a  cardholder  base  with  low-cost  mail- 
ings and  knew  it  would  pay  an  initial 
price  in  credit  quality. 

Citibank  didn't  get  to  be  what  it  is 
by  being  dumb,  something  worth  re- 
membering while  considering  its 
large  credit  card  writeoffs.  The  bank 
is  establishing  a  nationwide  credit 
base  that  will  probably  be  invaluable  if 
true-  interstate  retail  banking  ever 
comes.  In  that  sense  the  relatively 
high  rate  of  loan  losses  on  credit  card 
lending  will  just  be  another  startup 
cost.  But  if  the  Federal  Reserve's  poli- 
cy of  encouraging  high  interest  rates 
leads  to  an  economic  crunch,  consum- 
er borrowers  could  be  seriously  hurt 
and  Citibank  might  face  serious 
writeoffs.  Will  that  happen?  Look  at  it 
this  way:  Burgeoning  consumer  credit 
has  been  a  major  inflationary  force  in 
the  past  half-decade,  and  the  Fed  is 
dedicated  to  bringing  down  the  rate  of 
inflation.  — A.S. 
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^position  13  is  catching.  Now  the  bureau- 
sits  who  run  the  schools  are  feeling  the  heat. 
\10thing  sacred? 


Son  of 
Proposition  13 


By  Norman  Pearlstine 


If 


HEN  IT  COMES  TO  FEEDING,  cloth- 
ing or  otherwise  caring  for  chil- 
'W  dren,  the  state,  even  the  mod- 
welfare  state,  is  normally  content  to 
he  family  decide  what's  best  for  the 
.  Except  for  education.  There  the 
t  inflexible  of  bureaucracies  has  re- 
ed family  choice  and  the  free  market, 
he  name  of  an  ideal,  of  course:  to 
blish  the  common  base  needed  to 
;  a  democratic  society.  Too  often  the 
It  has  been  an  unresponsive  system 
breeds  functional  illiterates. 
)  say  the  conservatives.  And  now, 
ewhat  more  surprisingly,  so  say  an 


increasing  number  of  liberals.  As  a  result, 
an  odd  liberal-conservative  coalition  is 
pushing  an  alternate  educational  system 
that  would  radically  overhaul  Califor- 
nia's public  schools.  The  coalition  has 
recently  mailed  more  than  400,000  peti- 
tions across  the  state  seeking  to  place  a 
school  voucher  initiative  on  the  June 
1980  ballot.  This  could  be  the  most  pow- 
erful challenge  the  mighty  public  educa- 
tion lobby  has  faced  in  50  years. 

The  voucher  system  would  essentially 
enable  parents  to  use  public  funds  for 
tuition  at  private  schools.  It's  an  old  idea, 
going  back  at  least  as  far  as  1776  when  it 
was  proposed  in  Adam  Smith's  Wealth  of 
Nations.  It  was  subsequently  embraced 


•eley  law  professors  Jolm  E  Coons  (left)  and  Stephen  D.  Sugarman 

ir  voucher  education  proposal  challenges  the  school  establishment. 


by  Thomas  Paine,  John  Stuart  Mill  and, 
most  recently,  by  economist  Milton 
Friedman.  Despite  its  intellectual  cre- 
dentials, such  a  radical  attack  on  so  en- 
trenched an  institution  normally 
wouldn't  stand  a  chance  of  success.  But 
along  came  last  year's  improbable  Propo- 
sition 13,  which  substantially  reduced 
property  taxes  in  California.  So  the 
state's  education  establishment  is  taking 
the  proposed  initiative  quite  seriously. 
Says  Wilson  Riles,  who  heads  the  Cali- 
fornia Department  of  Education:  "Cali- 
fornia is  a  very  volatile  state  where  peo- 
ple like  to  think  they're  innovative." 

The  initiative's  proponents  have  pat- 
terned their  grassroots  campaign  on  that 
of  Proposition  13.  They  say  the  voucher 
proposal  has  a  good  chance  of  passing  if 
they  can  get  it  on  the  ballot.  A  sample 
poll  taken  last  year  showed  that  59%  of 
the  electorate  favors  voucher  education. 
To  get  on  the  ballot,  however,  they  need 
to  get  more  than  553,790  valid  signatures 
approved  by  the  secretary  of  state's  office 
by  Jan.  4.  That  won't  be  easy.  Moreover, 
the  politically  powerful  California 
Teachers  Association  has  vowed  that  it 
will  spend  whatever  it  takes  to  stop  the 
initiative. 

The  opponents  to  voucher  education 
are  warning  that  its  passage  will  drive  up 
education  costs  while  leaving  public 
schools  throughout  the  state  in  sham- 
bles. A  spokesman  for  the  CTA  says  the 
initiative  "is  astronomically  expensive 
and  administratively  impossible."  He 
says  that  voucher-supported  schools  will 
only  deal  with  the  easiest  problems,  leav- 
ing the  public  school  system  as  a  dump- 
ing ground  "for  chronic  troublemakers 
and  the  handicapped."  Superintendent 
Riles  says  it  will  add  $1  billion  to  the 
state's  $8.4  billion  education  budget. 
"Public  schools  bring  all  the  people  to- 
gether," Riles  says,  "but  I  am  frightened 
that  this  initiative  will  allow  the  Nazis, 
the  KKK,  the  People's  Temple  types  and 
others  like  them  to  set  up  schools  at 
state  expense." 

Arguments  like  these  might  wash 
with  the  voters  but  for  the  fact  that  the 
enemies  of  Proposition  13  also  predicted 
chaos  if  that  radical  measure  were  to 
pass.  So  far  at  least,  chaos  remains  wait- 
ing in  the  wings.  So  the  voters  can  be 
expected  to  view  the  teachers'  sudden 
regard  for  their  pocketbooks  and  well- 
being  rather  cynically. 

The  initiative's  authors,  Berkeley  law 
professors  John  E.  Coons  and  Stephen  D. 
Sugarman,  insist  that  their  proposal 
deals  with  most  of  these  charges.  The 
initiative  requires,  for  example,  that  an- 
nual public  school  costs  through  1987 
shall  not  exceed  school  costs  for  the 
1979-80  year  (there  can  be  adjustments 
to  reflect  inflation);  appropriations  for 
administering  the  State  Department  of 
Education  shall  not  exceed  one-half  of 
1%  of  the  total  public  cost  of  education; 


BES,  OCTOBER  15,  1979 


43 


and  no  property  taxes  can  be  used  for 
schools. 

The  voucher  proposal,  while  allowing 
instruction  in  "moral  or  social  values, 
philosophy  or  religion,"  prohibits 
schools  from  "advocating  unlawful  be- 
havior." Schools  participating  in  the  pro- 
gram would  have  to  guarantee  open  ac- 
cess regardless  of  race,  and  the  legislature 
would  have  the  right  to  grant  higher- 
value  vouchers  for  children  with  special 
needs,  such  as  the  handicapped,  or  for 
special  purposes,  such  as  achieving  inte- 
gration. That  way,  Coons  and  Sugarman 
believe,  the  public  schools  won't  become 
a  dumping  ground  for  anyone. 

Among  those  likely  to  support  the 
voucher  initiative  are  those  seeking  an 
end  to  forced  busing.  But  Coons  and  Su- 
garman, who  are  respected  in  black  and 
Hispanic  communities  because  of  their 
long  commitment  to  equality  in  educa- 
tion, say  that  many  minorities  will  also 
support  the  voucher  initiative  because  it 
assures  them  more  local  control  of  educa- 
tion. Parochial  schools,  including  those 
run  by  the  Catholic  Church,  are  likely  to 


support  the  proposal.  But  some  of  the 
private  schools  now  educating  nearly 
half  a  million  California  children  won't 
want  to  participate  in  the  voucher  pro- 
gram, because  any  school  that  does  so 
won't  be  able  to  charge  additional  fees  to 
supplement  the  state  subsidy. 

Under  conditions  spelled  out  in  the 
initiative,  the  public  would  be  given  a 
wide  range  of  choice.  The  legislature 
might  require  minimum  competency  in 
language  and  mathematics  for  a  high 
school  diploma.  But  different  voucher 
schools  could  stress  anything  from  phys- 
ics to  dance,  drawing  on  most  anyone 
they  wanted  to  teach  the  courses. 

Despite  the  expected  increase  in  the 
number  and  variety  of  schools,  Coons 
and  Sugarman,  who  together  have  writ- 
ten a  book  on  voucher  education  entitled 
Education  by  Ctxjice,  are  convinced  that 
the  new  schools  would  have  no  trouble 
living  with  the  proviso  that  limits  their 
average  cost  per  student  to  90%  of  per- 
student  costs  in  public  schools.  "It  costs 
about  $75,000  a  year  to  support  a  class  of 
30   students   in   a    California  public 


school,"  says  Coons,  "but  the  av 
teacher  makes  $20,000  at  most, 
leaves  about  $55,000.  Some  of  it  is 
ed  to  cover  the  school's  physical  t 
but  far  too  much  of  it  goes  to  admin: 
tion."  Coons  refers  to  a  recent  < 
which  shows  that  between  1967  and 
student  enrollment  fell  3%  throug 
the  state,  the  number  of  teachers  feL 
but  the  number  of  principals  and  assi 
principals  increased  by  10%.  "Voil 
schools  will  have  much  less  admini 
tion  and  much  less  regulation,"  he 
Adds  Sugarman:  "The  mere  existenj 
voucher  schools  will  make  the  pi 
schools  more  competitive  while  enal 
parents  to  obtain  the  type  of  scho< 
they  want  for  their  children." 

Under  terms  of  the  proposed  iij 
tive,  the  collective  bargaining  unit 
be  no  larger  than  the  employing  con 
tion  in  any  voucher  school.  That  res 
tion  would  lessen  teacher  bargaii 
power.  In  an  age  when  teacher  strike; 
becoming  commonplace,  any  sy\ 
that  weakens  teacher  unions  c 
very  attractive  to  a  lot  of  parents 
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Marty  is  tired.  All  he  wants  is  to  retire.  But 
Washington  insists  on  "saving"  him. 

A  fable  for 
our  times 


By  Beth  Brophy 


This  is  a  story  of  how  your  govern- 
ment— any  government — works. 
It's  a  true  story.  Only  the  details 
are  slightly  changed  to  protect  the  people 
involved. 

Marty  Silver  isn't  his  real  name.  He 
doesn't  want  any  trouble.  Marty  used  to 
be  in  business.  He  made  ponchos — well, 
not  really  ponchos,  but  close  enough.  He 
didn't  make  bad  ponchos,  they  were  as 
good  as  anybody's.  But  frankly  he  had 
had  enough.  His  partner  was  sick,  the 
plant  was  in  the  ghetto,  and  when  you're 
pushing  65,  who  needs  that  grief?  So  he 
decided  to  call  it  quits,  buy  a  place  in 
Florida  and  take  it  easy.  His  story. 

"For  30  years  I  ran  a  union  shop  while 
competitors  opened  factories  in  the 
South  and  Puerto  Rico.  So  imagine  my 
surprise  after  I  decided  to  close  the  plant 
to  get  a  call  from  the  Labor  Department. 
The  caller  was  a  nice  young  man,  let's 
call  him  Clark.  He  says  he  wants  to  see 
my  books.  Already,  I  am  suspicious. 
Clark  says  if  competition  from  imports 
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drove  me  out  of  business,  my  workers 
are  entitled  to  government  subsidies. 

"  'It's  all  part  of  a  government  adjust- 
ment assistance  program  run  by  the  La- 
bor Department,'  Clark  explained.  'Five 
years  ago,  as  part  of  the  Trade  Act,  Con- 
gress set  up  criteria  to  help  companies 
hurt  by  foreign  imports.  The  Labor  De- 
partment just  has  to  find  some  correla- 
tion between  increasing  imports  and  de- 
clining sales  and  employment  for  a  com- 
pany. The  department  figures  that 
salaried  employees,  counting  unemploy- 
ment insurance,  are  entitled  to  70%  of 
their  former  weekly  wages.  Former  own- 
ers also  get  benefits — relocation  ex- 
penses and  low-interest  loans  if  they 
want  to  start  up  again.' 

"  'That's  very  nice,'  I  tell  him,  'but,  no 
thank  you.  Imports  had  nothing  to  do 
with  it.  My  partner  is  sick,  I'm  tired.  Go 
help  someone  else  who  needs  it.'  I 
thought  that  would  be  the  end  of  it. 

"No  such  luck.  Clark  keeps  calling  me 
back.  He  wants  to  come  see  me  and  look 
at  my  books.  You  can  imagine  how  I  feel 
about  that.  I  keep  telling  him,  'Imports 
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have  nothing  to  do  with  it.  Why  was< 
this  money  on  long  distance  calls 
trips  from  Washington?'  He  insisted 
making  an  appointment  anyway 

"In  the  meantime  I  get  a  letter  t 
the  Bureau  of  International  Affairs  ai 
bor.  It  said  a  petition  had  been  filet 
behalf  of  my  former  workers  by 
union.  The  department  was  going  t<j 
vestigate  whether  I  was  eligible  foil 
justment  assistance.  The  letter  said  I| 
eligible  if  increased  imports  contribj 
importantly  to  the  actual  or  threat^ 
decrease  in  my  company's  business. 

"So,  anyway,  Clark  shows  up  one 
ning.  I  show  him  the  books.  It  w< 
take  a  year  and  a  day  to  go  through  all 
records.  I  began  to  worry  he  would  rd 
in  with  us.  My  wife  asked  him:  'Wl 
it  so  important  to  go  to  all  this  troubl 
such  a  small  company?'  He  started  t 
ing  about  imports  again.  I  get  the  fee 
the  Labor  Department  has  to  do  sq 
thing  to  keep  itself  funded. 

"Clark  stayed  for  a  few  hours.  He 
nice  young  man.  My  wife  chatted 
him  for  awhile.  He  looked  at  some  of 
pictures  in  the  living  room  of  our  d 
dren.  Then  I  drove  him  to  the  train 
tion.  He  only  looked  at  a  fraction  of 
records.  But  he  said  he'd  file  a  re] 
when  he  got  back  to  Washington 
he'd  let  me  know  how  it  turns  out." 

Marty  shakes  his  head  sadly.  "I  gii 
I'll  get  help  whether  or  not  I  neec 
What  gets  me  is  that  every  day  you  l 
about  inflation  and  government 
backs.  But  obviously  the  governmen  - 
trying  to  give  away  some  money.  If  t 
use  mine  as  a  company  hurt  by  impc  id 
they  could  use  anybody. 

"What  for?  All  I  want  is  to  retire." 
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was  elegant  chocolate  boutique  on  Fifth  Avenue,  New  York 
it  this  country  really  needs  is  a  luxury  chocolate. 


indy  consumption  last  year  was  the  lowest 
ice  1935,  yet  the  luxury  chocolate  business 
booming. 


Indulge,  indulge! 
Enjoy,  enjoy! 


By  Jean  A.  Briggs 


he  tale  goes  like  this:  The  head 
of  a  giant  food  company  was  try- 
ing to  buy  a  Belgian  cookie  com- 
when  he  got  a  taste  of  those  rich, 
cious  Belgian  chocolates.  He  fell  in 
Even  though  he  traveled  to  Europe 
uently  he  couldn't  really  stock  up  be- 
■e  chocolates  have  to  be  fresh, 
hy  don't  you  buy  the  company?"  a 
d  asked.  He  thought  it  over  and 
e  to  the  conclusion  that  what  Araer- 
vally  needed  was  not  a  5-cent  cigar, 


but  a  luxury  chocolate.  He  called  in  a 
consulting  firm.  Surprise!  The  consul- 
tants confirmed  that  the  boss  was  right. 

Thus  did  the  now-retired  CEO  William 
B.  (Bev)  Murphy  cause  Campbell  Soup 
Co.  back  in  1966  to  acquire  Belgium's 
tiny  (estimated  sales  about  $1  million) 
Godiva  Chocolatier,  Inc. 

The  decision  is  beginning  to  look  like 
a  good  one.  After  building  slowly  for  a 
decade,  sales  of  Godiva  chocolates  have 
begun  to  climb.  They  went  up  30%  in 
the  past  year  to  some  $7  million  in  the 
U.S.  At  $12  per  pound,  affluent  Ameri- 


cans can't  seem  to  get  enough  of  them. 

What's  the  difference  between,  say, 
Godiva's  $12-a-pound  chocolates  and 
Fanny  Farmer's  $4.35  a  pound?  Europe- 
an-style chocolates  contain  more  choco- 
late on  the  whole;  American,  more  sugar. 
Production  methods,  too,  are  somewhat 
different.  The  American  confectioner 
makes  the  center  first,  then  coats  it — 
"enrobes"  is  the  technical  term — with 
chocolate.  Europeans  mold  the  chocolate 
first  and  drop  the  center  in.  Molded 
chocolates  all  look  exactly  alike;  Ameri- 
can chocolates  look  handmade. 

In  Europe  Godiva  chocolates  contain 
alcohol,  which  chocolate  afficionados 
claim  enhances  the  taste,  but  the  Godiva 
sold  in  the  U.S. — most  of  which  is  made 
here — does  not.  The  law  doesn't  allow  it. 

It's  the  paradox  of  our  times:  Ameri- 
cans complain  they  are  being  squeezed 
by  inflation  but  pass  up  $4-a-pound 
chocolates  and  crowd  to  buy  $12-a- 
pound,  expensively  packaged  stuff. 

Last  year  Americans  downed  maybe  1 
million  pounds  of  luxury  chocolates, 
spending  a  probable  $14  million  on  it. 
This  at  a  time  when  candy  consumption 
as  a  whole  is  way  down.  There  are  no 
reliable  figures,  but  the  Department  of 
Commerce  has  estimated  that  Ameri- 
cans last  year  ate  on  average  a  bit  under 
15  pounds  of  candy;  a  decade  ago  the 
figure  was  over  20  pounds.  The  previous 
high  was  in  the  Forties.  Now  there  are 
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other  forms  of  minor  sins  available  to 
them.  Also  hurting  the  business  is  a 
widespread  realization  that  the  sugar  in 
candy  is  bad  for  teeth.  But  "luxury" 
chocolates  are  bucking  the  downtrend. 

Not  surprisingly,  Campbell  Soup's  lux- 
ury chocolates  have  attracted  competi- 
tors. Take  Manhattan-based  Kron  Choc- 
olatier.  Kron  doesn't  do  the  same  thing 
Godiva  does;  it  sells  kicky  merchan- 
dise— chocolate  legs,  torsos,  tennis  rack- 
ets, golf  balls — as  well  as  about  one  fran- 
chise per  year.  The  chocolatier  himself,  a 
Hungarian  refugee  named  Thomas  Kron, 
hates  sugar.  Says  he:  "I'm  not  in  the 
candy  business;  I'm  in  the  chocolate 
business."  Then  later,  "I'm  not  selling 
chocolate;  I'm  selling  lifestyle.  People 
who  want  Gucci  shoes  to  be  part  of  their 
lives  want  Kron  chocolates  to  be  part  of 
their  lives."  His  prices  are  even  higher 
than  Godiva 's — Kron  chocolates  range 
from  S18  to  $20  per  pound. 

Forrest  E.  Mars,  former  head  of 
M&MMars,  the  supersecretive  candy- 
bar  people  who  make  Snickers,  M&Jvl's 
and  3  Musketeers  is  getting  into  luxury 
chocolates.  Now  75,  Mars  came  out  of 
retirement  to  build  a  plant  in  Nevada. 
Why  Nevada?  Under  state  law,  the  candy 
can  have  alcohol  in  it  and  thus  be  more 
like  European  candy.  Mars'  new  com- 
pany, called  Ethel  M  Chocolates  (in  hon- 
or of  his  96-year-old  mother),  is  expected 
to  sell  high-quality  boxed  chocolates  in 
Las  Vegas  for,  perhaps,  $30  per  pound. 
Mars,  reportedly  disgusted  that 
M&M/Mars  let  Great  Britain's  Cadbury 
take  the  large-size  candy-bar  market 
right  out  from  under  its  nose,  is  not 
about  to  let  this  market  also  get  away. 

Meanwhile  Barton's  Candy  has  decid- 
ed to  introduce  a  S12-per-pound  choco- 
late. Its  chairman,  George  Klein,  says 
"We  are  redoing  our  stores  to  make  them 
more  elegant — in  the  European  style."  At 
least  three  more  Belgian  companies  are 
seeking  a  foothold  in  the  U.S.  They  in- 
clude Corne  Toison  d'Or,  which  Bloom- 
ingdale's  is  already  selling  for  $18  per 
pound,  Neuhaus,  sold  exclusively  at  Nei- 
man-Marcus  and  Mondose. 

Marshall  Field  &  Co.,  which  is  well 
known  for  the  candy  it  makes  itself,  car- 
ries Mondose  chocolates  at  $18  per 
pound;  at  Christmas  it  carries  Cote  de 


Tlx)mas  Kron's  chocolate  shop 
Are  chocolate  torsos  as  essential  to 
your  lifestyle  as  designer  clothes  or 
Gucci  shoes? 


France  for  S30.  Even  stores  like  Macy's 
and  Woodward  &  Lothrop  that  tradition- 
ally haven't  catered  to  the  carriage  trade 
say  their  higher-priced  lines  are  doing 
quite  well.  One  buyer  explains  the  phe- 
nomenon this  way:  "People  have  decided 
if  they're  going  to  spend  money  on  what 
is  essentially  a  whim — not  a  necessity — 
they  will  spend  an  extra  $2  or  $3  per 
pound  and  thoroughly  enjoy  themselves. " 

Clearly  the  "me"  generation,  the  one 
that's  adopted  the  attitude  "I  deserve  the 
best,"  has  discovered  candy. 

Curiously,  this  spirit  of  indulgence  has 
hurt  the  old  established  chocolate  mak- 
ers. Older  companies  are  going  broke  or 
slugging  through  hard  times.  Loft  Can- 
dies and  Barricini  Candies,  both  recently 
subsidiaries  of  Southland  Corp.,  are 
bankrupt.  So  is  Salt  Lake  City's  J.G.  Mc- 
Donald. Et.  Worth's  King  Candies  is  out 
of  production.  Fine  Products  Co.  of  Au- 
gusta, Ga.  has  dropped  its  Hollingsworth 
and  Nunnally  lines.  Fanny  Farmer,  Bar- 
ton's, and  Schrafft  [part  of  Gulf  &  West- 
ern) have  all  seen  better  days.  How  many 
of  the  latter  group  will  survive  and  thrive 
again  is  an  open  question. 

An  exception  is  Kansas  City-based 
Russell  Stover  Candies.  Stover  has  some 


of  its  own  retail  stores  but,  for  the  I 
part,  is  a  wholesaler.  It  manufactunl 
low  labor-cost  areas  like  South  Car* 
and  Tennessee.  It  gives  stores  less  nj 
up  than  other  candy  companies  migj 
a  maximum  of  39'/2%,  z«.  over  40%, 
because  the  candy  turns  over  fast  | 
there  are  few  markdowns,  stores  co^ 
ue  to  stock  it.  Russell  Stover's  retun 
equity  has  averaged  20.5%  in  the 
five  years.  It  is  probably  the  biggest ; 
dy  company  in  the  country,  with  sail 
tbe  year  ended  Aug.  31  of  $  1 29  millic 
earned  some  $14.5  million,  or  over  S) 
per  share.  Its  chocolates  cost  $3. 7y 
pound. 

A  number  of  regional  companies 
apparently  doing  well  also.  See's  Ca 
Shops  on  the  West  Coast,  part  of  Wa 
Buffett's  Blue  Chip  Stamps,  is  one  oft  \ 
that  are  publicly  traded.  It  netted 
million,  or  9%  on  sales  last  year  of  St 
million.  Others,  like  Fannie  May  Ca 
Shops  in  Chicago,  Cntchley's  Candk 
New  Jersey  and  Hoffert's  Candies 
Philadelphia,  are  continuations  of 
family  businesses.   They  survive 
most  haven't  had  much  growth. 

What's  the  secret  of  survival  in 
tough  market?  Marketing.  In  the  IS 
popular  psychologist  Ernest  Die! 
wrote  a  book  about  consumer  mot) 
tion.  In  his  section  on  candy  he 
there  are  three  kinds  of  candy  eal 
puritans,  moderates  and  hedonists. 

An  appeal  to  the  puritans  no  dd 
gave  us  Fanny  Farmer's  pure  white 
age — pure  white  candy-kitchen  stQ 
pure  white  boxes.  The  message 
came  across  was,  "This  is  good  for  j 
nutritional,  something  mother  wo 
provide."  The  self-indulged  approach] 
course,  is  Kron  and  Godiva  and  no 
good  many  more.  Bits  or  whole  led 
luciousness  wrapped  in  gold  foil  or  ■ 
with  pink  ribbons.  "The  idea,"  says  P* 
man  P.  Hoffert  of  Philadelphia's  fi 
fert's  Candies,  who  makes  much  of  i 
book,  "is  pure  pleasure,  nibbling  cho 
late  in  a  dark  room  with  candlelight . 
sipping  brandy."  Candy  is  sexy! 

The  latter  image  sells  in  the  age 
indulgence.  What  will  sell  tomorrows 

Charles  N.  Huggins,  president  of  Se 
worries  about  high  ingredient  pri« 
even  though  his  product  is  priced 
S3. 90,  far  below  the  luxury  line.  "Ol 
mon  sense  says,"  he  insists,  "thafll 
some  point  the  consumer  will  resist.' 

Is  Fluggins  right?  Only  if  inflatioi 
brought  under  a  measure  of  control. " 
welfare  state  and  double-digit  inflae 
are  turning  a  once-thrifty  nation  int 
mob  of  hedonists  whose  motto  seems 
be,  "Eat,  drink  and  spend  money  becai 
tomorrow  the  government  will  take  c 
of  us  anyhow."  Nobody  could  have  0 
dieted  that  this  would  lead  to  a  boorrj 
the  high-priced-candy  market,  but  tl 
the  social  implications  of  econoif 
change  always  are  unpredictable.  ■ 
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Ratience. 
It's  part  of  our  character. 


A  paper  crane  brings  joy. 
Origami,  the  art  of  paper  folding, 
cannot  be  rushed.  It  takes  time, 


and  to  us  time  well  spent,  when  it 
brings  such  happiness. 
Patience,  Japan  Air  Lines  style, 
means  that  you  will  never  feel 
rushed  or  overlooked  or  forgotten. 
To  our  passengers, 
we  give  the  gift  of  time. 
Time  to  beguile  a  child  with  origami; 
time  to  tuck-in  a  blanket;  to  care. 
NintaL  Patience.  Because  we  never 
forget  how  important  you  are. 


The  way  we  are  is 
the  way  we  fly. 


JAPAN  AIR  LINES 


With  the  magnitude  of  business  risks 
expanding,  sophisticated  techniques  are 
being  developed  to  determine  more  pre' 
cisely  the  optimum  degrees  of  risk  reten^ 
tion  for  a  company's  exposures. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


In  an  increasingly  demand- 
ing economic  environment,  cor- 
porate financial  executives  are  re- 
examining the  capital  and  cash 
flow  needs  of  their  businesses. 
Part  of  this  analysis  focuses  on 
the  cost  of  business  insurance, 
which  in  the  typical  corporation 
has  risen  in  direct  proportion  to 
expanded  exposures.  In  this  en- 
vironment, corporate  risk  man- 
agers are  attempting  to  structure 
their  insurance  programs  to  help 
enhance  cash  flow  without 
jeopardizing  financial  results 
through  inadequate  protection 
against  losses. 

Specif  ically,  they  are  looking 


for  ways  that  will  help  determine 
the  most  productive  retention 
levels  for  their  companies'  grow- 
ing exposures  to  risk  and  finan- 
cial loss,  recognizing  that  the 
ability  and  willingness  to  bear 
risks  can  vary  sharply  from  one 
company  to  another. 

For  example,  it  might  be 
advantageous  to  retain,  either 
partially  or  completely,  such 
exposures  as  automobile  fleet 
physical  damage  and  workers' 
compensation,  where  losses  tend 
to  have  a  high  degree  of  predict- 
ability. Dollars  that  would  oth- 
erwise be  committed  to  insur- 
ance premiums  would  then  be 


available  for  corporate  use.  Be- 
fore setting  specific  retention 
levels,  however,  a  determination 
is  needed  of  the  maximum  loss, 
in  dollars,  a  company  would  be 
willing  to  bear. 

Based  on  trend  analysis,  the 
availability  of  coverages  and, 
most  important,  personal 
knowledge  and  judgment,  there 
are  several  approaches  to  estab- 
lishing this  amount. 

Maximum  retention  limits 

Perhaps  the  most  common, 
particularly  for  publicly  held 
companies,  is  an  earnings-per- 
share  determination,  in  which 
uninsured  losses  are  retained  up 
to  the  limit  where  they  will  ad- 
versely impact  the  company's  fi- 
nancial results.  This  figure  is 
sometimes  set  at  five  percent  of 
the  company's  operating  earn- 
ings for  its  most  recent  year. 
Thus,  a  company  reporting  pre- 
tax earnings  of  $60  million 
would  not  retain  risks  with  a 
maximum  possible  loss  in  excess 
of  $3  million. 


Iletention  Levels 


A  second  method  is  to  use  a 
percentage  of  net  working  capi- 
al,  generally  between  one  per- 
:ent  and  five  percent.  This 
nethod  is  frequently  employed 
>ecause  it  is  based  on  corporate 
iquidity. 

And  a  third  method  is  based 
)n  an  earnings-and-surplus 
/ardstick.  Here  the  limit  of  re- 
:ained  losses  is  set  at  a  given 
percentage  of  current  retained 
earnings,  plus  an  equal  percent- 
ge  of  average  pretax  earnings 
jver  the  preceding  several  years. 

In  each  case  the  figure  repre- 
sents an  aggregate  maximum  re- 
tention for  all  lines.  It  is  usually 
ixed  at  the  beginning  of  each 
iscal  year  to  reflect  an  up-to- 
date  picture  of  the  company's  fi- 
nancial position. 

Arriving  at  specific 
retention  levels 

Having  ascertained  a  maxi- 
limum  retention  amount,  the  next 
[jstep  is  to  determine  the  opti- 
mum choice  among  a  number  of 
possible  specific  retention  levels. 

This  is  done  by  a  fairly  com- 
plicated procedure.  Essentially, 
»t  consists  of  taking  two  varia- 


bles -  the  maximum  retention 
figure  expressed  as  a  company 
risk  tolerance  level,  and  another 
factor  called  the  "risk-adjusted 
cost"  —  and  using  them  as  the 
two  axes  of  a  graph.  Various  re- 
tention options  (such  as  com- 
plete self-insurance,  $10,000 
deductible,  $50,000  deducti- 
ble) are  then  plotted  on  the 
graph  as  curves.  The  best  deci- 
sion at  a  given  risk  tolerance 
level  is  that  option  having  the 
lowest  risk-adjusted  cost. 

An  example  is  a  large  inte- 
grated oil  company  with  an  ex- 
perience of  720  property  damage 
claims,  both  open  and  closed, 
over  a  recent  three-year  period. 
The  average  severity  was 
$11,214,  with  a  maximum  pos- 
sible loss  per  occurrence  of  $2.5 
million.  The  expected  frequency 
was  240  occurrences  a  year  and 
the  expected  aggregate  loss  was 
$2,691,464. 

After  taking  into  account 
both  the  expense  of  self- 
insurance  and  the  premiums  for 
commercial  insurance  with  vari- 
ous deductibles,  risk  curves  were 
computed  and  plotted  for  a 
number  of  options.  They  in- 


Why  risk  abtfora  Uttki 

Behind  all  methods  of  risk  analysis  is  some 
tried-and-true  economic  wisdom.  For  example, 
when  the  likelihood  of  loss  is  remote,  but  would 
be  severe  if  it  occurred,  both  theory  and  practice 
suggest  the  same  answer.  Insure. 


ome  . 


mm 


eluded  full  retention  of  the  risks 
by  the  company;  partial  reten- 
tion, with  a  large  deductible; 
and  full  coverage  by  commercial 
insurance.  The  results  indicated 
that  at  the  company's  risk  toler- 
ance level,  the  preferable  option 
would  be  an  insurance  policy 
with  a  deductible  of  $1  million. 

Even  with  the  assistance  of 
techniques  such  as  these,  setting 
risk  retention  levels  remains  a 
subtle  and  sometimes  demand- 
ing process.  Risk  managers  have 
found  that  consultation  with  in- 
surance agents,  brokers,  and 
companies  providing  insurance 
products  as  well  as  sell-insurance 
services  is  often  invaluable  in  ar- 
riving at  viable  solutions. 
*    *  * 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry  around 
the  world . 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  a  booklet  on  deter- 
mining risk  retention  levels, 
write  INA,  1600  Arch  Street, 
Philadelphia,  PA  19101. 
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The  Professionals 


BARBARA  MOEHRL  KNOWS  MORE  ABOUT  TEACHING 


When  Barbara  Moehrl  talks 
about  teaching,  it's  in  our  interest 
at  3M  to  listen.  Because  Barbara's 


commitment  to  classroom  innova- 
tion and  contemporary  teaching 
methods  dates  from  the  start  of 
her  career  in  Marshalltown,  Iowa,' 
in  1968. 


teachers  like  Barbara  reach  far 
and  wide  for  communications 
techniques.  Like3M  Overhead 
Projectors  for  visual  impact.  And 
Wollensak  Cassette  Recorders  for 
excitement  in  sound.  And  when 
new  aids  are  required,  Barbara 
Moehrl  will  be  among  the  first  to 
know. 


By  listening  to  her,  3M  can 
create  more  ingenious  products 
for  practical  use.  And  that's  our 
job.  At  3M,  listening  is  more  than 
just  good  philosophy.  It's  vital  to 
our  future. 

3M  HEARS  YOU 


gasoline  shortage  is  throwing  the  automobile  market  into  disar- 
\y.  But  Ford  Motor  sees  this  as  opportunity  in  disguise. 

Wait  *til  next  year 


By  Jerry  Flint  and  Bob  Tamarkin 


W  hey've  started  whispering  about  Ford.  The  Chrysler  of 
1983.  Management  drifting.  Late  into  the  small-car  mar- 
ket. Troubles:  raising  money  to  turn  around  production; 
ping  up  with  Washington's  unrelenting  regulators.  Ford's 
il  car  sales  are  down  17%  this  year,  as  much  as  Chrysler's, 
its  market  share  has  tumbled  from  23.6%  in  1978  to  21%. 


Worse,  its  U.S.  auto  business  doesn't  seem  to  be  making  any 
money;  the  overseas  and  truck  markets  alone  keep  Ford  in 
black  ink.  Of  record  first-half  profits  of  $1.1  billion,  two-thirds 
came  from  abroad,  on  only  41%  of  sales. 

Meanwhile,  across  town  General  Motors  is  throwing  new 
small  cars  out  like  Zeus  pitching  thunderbolts,  and  announcing 
plans  to  eat  the  whole  world:  Ford  first,  then  Toyota. 

In  the  Glass  House,  the  world  headquarters  of  the  Ford 


Donald  E.  Petersen, 
Executive  Vice  President, 
International  Automotive  Operation* 
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Louis  R.  Ross, 
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"Six  months  ago  I  was  supposed  to  tell  the  Ford  Motor  Co.  how 
spend  $20  billion  for  a  set  of  products  that  might  not  sell. " 


jVlotor  Co.  on  The  American  Road  in  Dearborn,  where  inspira- 
tion and  daring  once  ruled,  there  is  an  air  of  uncertainty  and 
caution.  "We  saw  slits  in  the  screen  and  went  through  them," 
muses  a  ranking  executive,  explaining  the  old  strategy.  Feisty 
Ford  bucked  heads  with  GM,  alternately  meeting  the  giant 
square  on  and  hitting  where  he  wasn't,  with  Mustangs  and 
Continental  Marks.  The  resources,  human  and  financial,  were 
always  there.  Now  there  are  so  many  worries.  Henry's  self- 
exile,  energy,  regulations,  a  problematic  economy,  the  enor- 
mous cost  of  mistakes.  "The  future  is  as  uncertain  as  hell.  We 
can't  afford  to  say,  'Oh,  screw  it,  we'll  go  our  own  way,'  " 
continues  the  executive.  And  there's  no  Dick  Daring  anymore, 
a  McNamara  or  an  Iacocca  with  a  Mustang  up  his  sleeve. 
"Henry  doesn't  want  any  more  heroes,"  wryly  remarks  one 
Ford  veteran. 

But  Ford  is  not  "another  Chrysler."  The  resemblances  are 
superficial.  Perhaps  Ford  was  drifting,  but  the  collapse  of  the 
Shah's  government  in  Iran  and  the  subsequent  rise  in  the  price 
of  oil  to  $24  a  barrel — and  climbing — have  changed  the  entire 
equation.  The  government  was  compelling  Ford  and  its  com- 
petitors to  develop  and  build  smaller  cars,  but  the  bureaucrats 
couldn't  compel  the  public  to  buy  the  smaller  cars.  Dollar-a- 
gallon  gasoline  and  the  certainty  of  future  shortages  changed  all 
that.  Ford  is  in  for  a  bad  year  or  so.  Then  its  future  looks 
surprisingly  bright  because  it  will  be  marketing  cars  the  public 
wants,  not  just  cars  the  government  wants. 

"The  biggest  thing  I  had  six  months  ago  was  that  I  was 
supposed  to  tell  the  Ford  Motor  Co.  how  to  spend  $20  billion 
for  a  set  of  products  that  might  not  sell."  That  is  Ben  Bidwell, 
Ford's  vice  president  for  North  American  cars  and  trucks, 
talking  about  the  prospects  as  they  looked  earlier  this  year  for 
Ford's  pending  switch  to  small  cars.  "When  I  put  my  market- 
ing hat  on  I  had  to  say,  'I  can't  sell  those  mothers.'  " 

But  listen  to  him  talk  about  the  prospects  today  :  "Now  when 
I  put  on  the  product  planning  hat,  I'm  planning  more  for  a 
market  that  is  there.  It  isn't  just  to  meet  regulations  and  bring 
out  a  bunch  of  crap  that  the  public  doesn't  want,  and  so  that 
gives  you  a  little  bit  of  confidence." 

Ford  can't  do  much  for  the  1980  .model  year  starting  this 
month — that's  why  the  next  12  months  will  be  rough.  Ana- 
lysts talk  about  $9-to-$10  a  share  earnings  this  year,  and  $7-to- 
$9  a  share  next,  against  $13.35  in  1978.  But  the  outlook 
changes  in  the  fall  of  1980.  Ford  will  market  a  new  small  car  or 
variation  every  six  months;  some  40  new  model  programs  are 
planned  through  1985.  Among  the  most  important: 

Erika,  the  code  name  for  the  new  small  car  due  next  fall,  will 
have  front-wheel  drive  and  a  gas-stingy,  four-cylinder  engine. 
Bigger  than  GM's  aging  Chevette  but  smaller  than  its  new  X- 
body  compacts,  Erika  will  be  offered  in  two-  and  four-door 
versions  (with  hatchback)  and  as  a  station  wagon. 

Erika  Sport ,  due  in  spring  of  1981.  This  two-door,  low-slung 
sportster,  a  variation  built  on  the  Erika  platform  (the  base-shell 
on  which  a  car  is  built),  will  back  up  the  Mustang,  hopefully 
giving  Ford  a  one-two  punch  against  GM's  coming  sporty 
models,  the  so-called  J-cars,  which  GM  plans  to  build  around 
the  world.  The  Erika  will  be  Ford's  first  world  car. 

Fiesta,  Ford's  second  world  car,  to  be  built  in  the  U.S.  in  fall 
1981  (a  1982  model).  This  tiny  car,  smaller  than  Erika,  is  being 
built  in  Europe  now,  and  Ford  is  still  debating  whether  to 
duplicate  the  squarish  "econobox"  European  model  in  U.S. 
factories  or  lay  a  sleek  new  look  on  the  minicar.  Ford  will  also 
be  paring  the  weight  from  its  Granada-Monarch  compacts 
next  fall,  hoping  to  compete  against  GM's  midsize  models.  But 
Ford's  got  a  better  idea:  upsizing. 

Despite  the  need  for  small  cars,  American  carmakers  feel  the 
biggest  and  most  profitable  part  of  the  market  will  be  with  the 
larger  cars.  In  the  Eighties,  however,  the  larger  cars  will  be 
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3,000  pounds  or  thereabouts — like  Ford's  popular  Fairmont 
Zephyr  compacts — compared  with  4,500  pounds  in  the  19 
GM  invented  downsizing  to  meet  the  problem.  It  took  its 
Chevrolet  (and  Pontiac  and  Oldsmobile  and  Buick  and  Cg 
lac)  and  chopped,  shortened  and  lightened,  then  charged 
same  price  for  the  downsized  car.  Ford's  future  strategy  for 
middle  of  the  market  is  to  upsize.  "It's  possible  to  approach 
market  from  below  with  that  [Erika]  shell,"  says  Bidwell. 
idea:  Take  a  smaller  shell,  add  to  it,  "luxurize"  it  and  ch; 
more  for  the  finished  midsize  car.  It's  not  impossible.  Remi 
ber,  GM's  Chevrolet,  Pontiac,  Olds  and  Buick  are  all  vanatij 
of  the  same  body  shell,  and  remember  how  Ford  took  its  Fall 
compact,  which  had  all  the  appeal  of  a  frog,  and  withj 
changing  the  basics— platform,  engine,  transmission — tun 
it  into  a  highly  profitable  prince,  the  Mustang. 

Building  more  small  cars  and  upsizing  are  probably 
easiest  parts  of  the  Ford  strategy.  Making  money  on  then 
the  trick.  For  the  past  decade  Detroit  insisted  it  couldn't  m, 
money  on  small  cars.  The  most  popular  small  American  « 
the  Ford  Pinto — about  3  million  sold  over  nine  years — l<j 
money,  Ford  claims.  (GM  says  it,  too,  loses  money  on 
Chevette.)  But  the  Ayatollah  changed  that.  Yesterday  snj 
meant  cheap.  No  longer.  Economy  is  now  conceived  of  a 
virtue,  not  a  necessity,  and  people  are  willing  to  pay  for  it.  1] 
is  a  subtle,  but  crucial, 
shift  for  autos.  A 

Less  than  a 


year  ago,  Geoffrey  Howes  of  Royal  Oak,  Mich, 
walked  into  a  Ford  showroom  and  told  the  salesman:  "I 
want  that  Pinto  you  advertised  for  $3,195." 

"What  color — blue,  red  or  yellow?"  snapped  the  salesma 
Howes  paid  $3,344  for  his  bright  yellow  Pinto  Pony,  22  mil 
to  the  gallon,  with  carpet,  four-on-the-floor,  a  radio  and 
rustproofing  job  added.  There  will  be  no  more  bargains  hi 
that.  Ford's  Erika,  the  Pinto's  successor,  will  probably  sell  f 
$1,500  to  $4,000  more  depending  on  the  options. 

Ford  winces  at  the  phrase  "raise  prices."  "Let  me  sayj 
slightly  differently,"  says  Philip  Caldwell,  Ford's  new  chi 
executive  officer.  "WThen  typical  market  forces  are  at  work,  v 
really  have  an  opportunity  to  relate  cost  and  revenue  in  a  mo 
appropriate  way.  I  think  there  will  be  a  rearrangement 
revenue."  He  adds:  "Perhaps  the  fellow  on  the  bottom  end  wl 
has  been — frankly — lunching  off  the  rest  of  the  populatio: 
may  have  to  pay  more  nearly  his  fair  share." 

Will  people  pay-  They  do  already.  Buyers  shell  out  S7,000  b 
$6,300  Plymouth  Horizons  and  hundreds  of  dollars  under  tt 
table  for  quick  delivery  of  a  GM  X-body  car.  Caldwell  and  h 
cadre  know  that  overseas  the  buyers  are  willing  to  pay  more  fi 
small  cars:  $5,200  for  a  tiny  VW  in  Germany,  $5,900  in  Italy  f« 
a  Fiat,  $4,700  for  the  small  Toyota  in  Japan,  recites  Caldwel 
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First  smaller  cars,  then  higher  prices 

rting  next  fall  Ford  plans  to  throw  a  new  small  car  on  the 
rket  every  six  months.  First  comes  Erika  with  front-wheel 
\re  and  a  four-cylinder  engine  aimed  at  30  miles  per  gallon. 
Kt  comes  the  sleeker  Erika  Sport  model  in  the  spring  of 


1981  followed  by  a  U.S.  version  of  the  European  Fiesta  to 
deliver  40  mpg  in  fall  of  '81.  For  the  larger,  high-profit,  middle- 
size  cars,  Ford  has  a  new  strategy.  GM  attacked  that  key 
market  by  "downsizing"  its  big  cars.  Ford  will  "upsize" — beef 
up — small  cars  like  Erika.  The  goal:  greater  profits  through 
production  economies. 


1 

I 

1 

Erika 


Small  cars  don't  help  if 
they  aren't  profitable  and 
Detroiters  insist  they 


haven't  been.  Ford  has  an 
answer:  Raise  price  tags 
over  the  next  five  years  and 
make  the  customers  glad  to 
pay  more.  Is  it  possible? 
Europeans  now  pay 
hundreds  of  dollars  more 
than  Americans  for  high- 
mileage  models  and  buyers 
here  are  beginning  to  shell 
out  premiums  for  fuel-stingy 
autos.  But  there's  more  to 
it  than  just  adding  dollars  on 
the  sticker  in  the  window. 
The  new  Erika  and  Fiesta 
platforms  will  spawn  a 


Fiesta 


series  of  models  that  will  be 
more  than  cheap 
transportation.  Station 
wagons,  luxury  variations, 
high-performance  packages 
and — some  day,  perhaps — 
convertibles  again  mean 
more  revenues  for  less  car. 
A  '79  Pinto  could  be  bought 
for  $3,344,  but  there  will  be 
no  more  bargains  like  that 
from  Detroit.  An  '82  Erika 
Sport,  built  off  the  low-cost 
Erika  platform,  but  with 
sleeker  styling,  pepped-up 
engine  and  a  pleasure- 
palace  interior,  then  stuffed 
with  Ford's  new  electronic 
gadgetry,  could  cost  as  much 
as  today's  standard-size  car. 
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"The  fellow  on  the  bottom  who  has  been  lunching  off  the  rest  of  t 
population  may  have  to  pay  more  nearly  his  fair  share." 


Americans  will  be  willing  to  pay  more  for  fuel-stingy  cars,  too. 
"Relationships  in  the  1980s  will  not  be  the  relationships  of  the 
1970s,"  says  Caldwell. 

"A  40-mile-per-gallon  tiny  car  might  have  as  much  appeal  in 
terms  of  ability  to  get  revenue  as  a  30-mile-per-gallon  slightly 
larger  car,"  says  Bidwell,  elaborating  on  his  boss'  theme.  In 
Europe,  a  Ford  executive  says,  Fiesta  returns  7%  on  invest- 
ment, whereas  the  far  cheaper  Pinto  loses  money  here.  In  fact, 
in  the  second  quarter  this  year  Ford's  return  on  its  overseas 
sales  climbed  from  5.4%  to  7.2%.  At  home,  return  on  sales  fell 
from  4.1%  to  2.3%.  The  arithmetic  involved  in  changing  those 
figures  isn't  that  difficult 


Ford  and  Chevrolet  used  to  face  off  bumper  to  bumper.  Not  in  the 
1980s.  Instead,  Fords  will  be  slotted  between  the  competition  in 
size  or  price,  to  hit  them  where  they  aren't. 


Ford 


U.S.  Fiesta,  Fall  1981 


Erika,  Fall  1980 


Erika  Sport,  Spring  1981 


Get  $500  more  for  each  of  a 
half-million  cars  and  it's 
$250  million  more  in  profits,- 
get  $1,000  more  for  a  million 
smaller  cars  and  it  adds  up  to 
$1  billion. 

Part  of  the  trick  in  getting 
those  extra  dollars  will  be  to 
make  small  cars  something 
more  than  just  cheap  cars. 
Says  Caldwell:  "In  the  same 
size  car  in  the  1980s  we  will 
be  offering  one  that  will  be 
utilitarian  transportation, 
another  that  will  be  luxury 
transportation,  a  third  that 
could  be  a  sports-perfor- 
mance type  of  transportation 
to  satisfy  the  various  desires 
of  the  market.  The  variety 
will  not  be  in  size  to  the  de- 
gree it  was  before." 

That  strategy  opens  the 
door  to  volume.  In  prior  years 
a  big  carmaker  might  churn 
out  1  million  cars  from  a  sin- 
gle platform — two-  and  four- 
door  sedans,  hardtops,  con- 
vertibles and  wagons — prof- 
iting from  the  economies  of 
high  volume.  Erika  starts  out 
at  500,000  units  annually, 
but  the  variations  to  be  built 
from  it,  and  upsizing  the 
shell  for  larger  cars,  open  the 
possibility  of  that  profit- 
making,  million-a-year  level. 
In  contrast,  Pinto  production 

runs  about  200,000,  which  is   

one  reason  that  it  is  a  money-loser. 

Ford  is  betting,  then,  that  Khomeini  and  the  other  OPEC 
princes  are  forcing  Americans  to  give  up  their  cherished  beliefs 
that  bigger  is  better  and  smaller  is  cheaper.  Since  virtually  all 
cars  will  be  small  in  the  1980s,  people  will  have  to  find  other 
ways  to  purchase  luxury  and  distinction. 

The  second  key  to  Ford's  new  strategy  is  to  avoid  bumping 
heads  directly  with  General  Motors.  The  Erika  is  slotted  be- 
tween GM's  smaller  cars  in  size  and  price,  not  head  to  head, 
and  the  Erika  Sport  and  the  Mustang,  for  example,  are  aimed  at 
boxing  in  GM's  coming  sporty  J-cars. 

This  strategy  gives  Ford  more  room  to  price  without  match- 
ing GM  dollar  against  dollar  or  car  against  car. 

Ford  also  is  counting  heavily  on  trucks  for  profits.  In  the 
second  quarter  Ford  earned  $4.28  a  share,  of  which  only  $  1 .29 
came  from  the  U.S.  Insiders  say  all  of  that  $1.29  came  from 


No  match-ups 


General  Motors 


Chevette 


Citation 


Mustang 


Fairmont 


Ford's  truck  and  ancillary  operations.  First-half  wholesale! 
truck  deliveries  of  724,000  units  were  3%  ahead  of  1S( 
despite  some  decline  in  the  June  quarter;  in  contrast,  P 
cars  were  off  180,000  for  the  half.  Bidwell  figures  Ford  can 
up  another  2%  to  3%  in  market  share,  which  means  a 
sales  gain.  If  there  is  a  fear,  it's  that  Washington,  \^ 
regulators  have  largely  ignored  trucks,  will  muck  up  that 
ness  as  they  did  in  cars. 

Those  truck  profits  will  come  in  mighty  handy  for  the  re 
1979  and  well  into  1980  while  Ford  scrambles  to  catch  up 
GM  in  small  cars.  After  that,  providing  its  strategy  w 

reasonably  well,  there  sh 
be  plenty  of  custon 
"We're  going  to  have  a  1 
obsolete  vehicles  out  tl 
so  that  should  give  us  p| 
good  market  strength," 
Caldwell.  "I  think  [the  ge 
al  affluence]  will  improve 
increase  in  the  1980s,  so 
bodes  well  for  the  dert 
side." 

Ford  also  insists  its 
seas  business — almost 
billion  last  year  in  sales 
$770  million  in  profits 
duced  a  fourth  by  a  strik 
England  and  a  foreign 
aside) — isn't  endangered 
GM's   planned  assault 
world  markets  (Forbes 
2).  "That  plan  on  paper  i 
licious,"  says  Norman  K 
dall  in  Ford's  strategy  off 
"but  it's  based  on  the 
tionless  machine.  It  won 
easy  to  make  it  work." 

Ford  plans  to  strengt 
its  car  position  in  soutH 
Europe  and  broaden 
heavy-truck  entries,  tal 
on  Daimler-Benz  and  otl 
on  the  continent.  It  is 
weighing  a  major  expan: 
in  Spain  or  Western  Eur 
to  avoid  a  capacity  short 
in  1982.  Donald  E.  Peter 
international  automotive 
erations  executive  vice  pr 
dent,    maintains  that 

  shift  of  heavy  capital  spe 

ing  to  the  U.S.  isn't  shortchanging  the  overseas  empire 
honestly  think  we  have  as  much  money  as  we  know  how 
spend  well.  We  have  as  much  concern  about  the  abilitie 
command  the  human  resources  as  we  do  the  money  resouri 
We're  strained  in  both  respects,  and  that's  good  evidence 
you  better  not  try  more." 

The  company  will  also  seek  to  expand  in  Brazil  and  Taiw 
"It's  incredible.  We're  in  the  process  of  doubling  our  capac 
and  that  won't  be  adequate  for  years,"  he  says.  (But  as 
breaking  into  the  tough  Japanese  market,  which  GM  has  ye 
crack,  Petersen  says:  "I  don't  see  an  answer  to  it.") 

There  is  some  new  thought  of  using  the  U.S.  as  a  base 
more  exports.  With  modification,  for  example,  the  U.S. -mi 
Mustang,  which  looks  distinctly  European,  could  replace 
German-made  Ford  Capri,  saving  capital  and  allowing 
higher  production  runs  in  the  U.S.  while  clearing  space  in 


I-body,  Fall  1980 


Camaro 


Malibu 
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Advertisement  for  the  1954  Chevy 


Rites  of  fall 

\mong  all  the  changes  wrought  hy  the  energy  crisis,  one 
;hange  in  particular  is  likely  to  be  unlamented  and  even 
welcomed.  That  is  the  demise  of  the  promotional  over- 
all that  automakers  used  to  bankroll  in  an  effort  to  get 
Dublicity  for  their  new  models.  Previews  today  tend  to  be 
subdued,  businesslike  affairs,  modestly  staged  and  close 
:o  home,  with  real  information  offered  about  model 
iizes,  fuel  efficiency  and  pollution  and  safety  features. 
Dnly  yesterday,  they  were  an  annual  frenzy  in  which 
:ompanies  sought  to  top  not  only  one  another  but  them- 
selves in  throwing  zany  parties  to  get  the  attention  of 
newspaper  and  magazine  writers  and,  through  them,  the 
Dublic  for  the  newest  new  beauties  rolling  off  the  assem- 
bly line. 

No  one  threw  better  parties  than  Ford.  In  1960,  for 
instance,  Ford  went  to  Flora,  111.  to  introduce  its  new 
ifmodels.  Why  Flora?  The  Ford  men  reckoned  it  was 
[America's  heartland,  since  geographically  it  was  in  the 
j! middle  of  the  U.S.  The  1,500  Flora  residents  didn't  mind 
fall  those  strangers  in  their  midst.  Each  of  them  got  to 
i drive  either  a  shiny  white  Ford  or  a  blue  truck  for  a  week. 
!  Three  years  later,  Ford  even  went  overseas,  whisking 
the  cream  of  the  automotive  press  corps  to  Monaco  for 
^the  debut  of  its  Falcon  Futura.  Some  still  recall,  with  a 
queasy  groan,  the  rich  food,  fine  wines  and  those  twist- 
ing mountain  curves  that  forced  some  reporters  to  make 
If  pit  stops  on  their  test  drives — to  throw  up. 
I  The  first  Mustang  was  introduced  amid  the  hoopla  of 
'the  1964  New  York  World's  Fair.  Also,  Ford  sent  actual 
(rront-quarter  Fairlane  panels  to  the  offices  of  key  auto 
Jyvriters  to  stir  up  interest  on  that  car. 

For  sheer  vulgarity,  nothing  could  top  the  svelte,  leggy 
[■model  who  oozed  her  way  among  the  tables  at  a  1957 
[[Ford  party  running  her  fingers  through  the  hair  of  en- 
Iphanted  newsmen  and  Ford  executives.  Then,  baring  her 
[[chest,  she  revealed  herself  as  a  female  impersonator.  The 
[par  for  which  she  gave  her  all?  The  new  Edsel. 

For  sheer  spectacle,  nothing  beat  the  1973  Mustang  II 
Ipebut — just  before  the  oil  embargo — recalled  by  one  Ford 
Ijexecutive  as  pure  "air  and  noise  pollution."  The  press 
jwas  brought  to  San  Diego  where,  after  dinner,  along  the 
liarkening  Pacific  shore,  the  sky  lit  up  with  fireworks 
land  a  giant  Mustang  II  sign.  In  the  pool  nearby,  water 
|lballerinas  swam  in  circles,  pushing  a  float  bearing  the 
'Roman  numeral  "II."  It  was  the  last  of  its  breed.  — B.T. 


European  factories  for  higher-volume  models  like  the  Erika. 

Ford's  battle  plan  looks  good — on  paper.  But  there  are  dan- 
gers. First,  the  management  is  untested.  Past  success  has  been 
built  on  dynamic  individuals  who  forced  their  will  and  genius 
upon  the  company:  old  Henry  Ford  and  his  Model  T;  Charlie 
"Cast  Iron"  Sorensen,  the  production  wizard;  Ernie  Breech, 
who  rebuilt  the  fallen  giant  after  World  War  II;  Henry  Ford  II; 
Robert  McNamara,  who  "beat  Chevy"  before  he  left  for  Wash- 
ington; and  Lee  Iacocca  (who  was  fired  and  now  runs 
Chrysler).  Although  Henry  has  retired,  he  is  still  a  director,  and 
few  believe  he  is  really  gone.  Some  feel  today's  management  is 
interim  until  he  picks  a  new  Dick  Daring  from  the  ranks. 

But  that's  just  guesswork.  Caldwell,  the  new  CEO,  rose 
through  the  truck  operations,  survived  a  stint  at  Philco  (which 
was  considered  a  graveyard  for  Ford  executives)  and  made  his 
mark  in  Europe,  where  Ford  made  profits  and  whipped  GM. 
His  top  team  is  heavy  on  foreign  experience:  executive  vice 
presidents,  such  as  Petersen  and  William  Bourke,  who  headed 
European  Ford;  Louis  Ross,  who  worked  at  Brazilian  Ford  and 
now  runs  the  company's  nonautomotive  operations,  about 
10%  of  the  $45  billion-a-year  volume.  This  team  knows  how  to 
build  and  sell  small  cars.  Caldwell  himself  is  an  articulate  man, 
an  avid  antique  furniture  collector  who  decorates  his  executive 
suite  with  delicate  Chippendale  chairs  and  a  Queen  Anne 
dropleaf  table.  He  hasn't  been  a  gambler.  "Deliberate"  and 
"balanced"  are  words  commonly  used  to  describe  him.  "He's 
trusted  to  make  the  right  decision,  most  of  the  time,"  and  not 
throw  it  all  "on  red  or  black,"  says  one  associate.  But  Caldwell 
must  learn  how  to  make  his  associates  jump  to  his  orders — his 
name,  as  they  all  know,  is  not  on  the  building. 

As  he  supervises  the  Ford  empire  from  the  desk  once  belong- 
ing to  Edsel  Ford  (old  Henry's  son,  Henry  Ford  IPs  father)  or 
tours  the  empire  in  a  company  Gulfstream,  Phil  Caldwell  will 
have  anxious  moments.  With  Henry  at  the  helm,  Ford  allowed 
GM  to  grab  a  two-year  lead  in  building  higher-mileage  cars. 

The  white  knight,  the  Erika,  is  12  months  away.  "Twelve 
months  in  this  business  is  a  damn  long  time,"  moans  Ed 
Mullane,  Ford  dealer  in  Hackensack,  N.J.  and  head  of  the 
independent  dealers.  "We  can't  do  anything  but  pray." 

There  also  were  some  unusual  lapses  in  Ford's  planning.  For 
example,  all  automakers  want  to  be  able  to  keep  making  large, 
highly  profitable  cars,  but  even  such  cars  would  be  required  to 
produce  relatively  high  mileages.  GM  is  building  up  its  diesel 
capability  to  keep  this  market.  Ford,  a  major  dieselmaker  in 
Europe,  doesn't  build  those  economical  oil-burning  engines  in 
the  U.S.  Instead,  it  has  been  pinning  its  hopes  on  a  gasoline- 
burning,  stratified-charge  "proco"  (for  programmed  combus- 
tion) engine.  But  this  fuel-stingy  engine  is  complicated,  requir- 
ing high-pressure  fuel  pumps  and  injectors  that  must  be  ma- 
chined to  microscopic  tolerances.  To  cover  this  bet,  Ford  has 
begun  work — years  late — with  an  American  dieselmaker. 

Fortunately,  Ford's  enemies  make  mistakes,  too.  GM's  small 
cars  are  often  disasters.  (Remember  the  Corvair,  soundly 
thrashed  by  Ford's  Falcon  and  Ralph  Nader  in  the  1960s,  and 
the  Chevy  Vega,  whipped  by  the  Pinto  in  the  1970s?)  GM  has 
wasted  fortunes  on  the  rotary  engine  and  auto  plants  in  Zaire 
and  Iran.  Indeed,  Ford  men  insist  the  popular  GM  X-car  would 
have  been  a  failure  but  for  the  gasoline  crisis  this  summer. 

"We've  been  taking  on  the  juggernaut  in  this  country  since 
time  immemorial,"  says  Bidwell.  "They  own  70%  of  the 
market  when  you  get  above  compact,  and  now  that  whole 
70%,  under  the  new  laws  of  both  the  land  and  apparently  the 
marketplace,  is  suddenly  going  to  encounter  upheaval.  That 
75%  or  80%  [brand]  loyalty — that  wall!  When  you  were  ped- 
dling a  big  Mercury  you  always  ran  into  those  Buick-Oldsmo- 
bile-Pontiac  guys  who  came  back  like  a  clock,  and  everybody 
had  their  values — it  was  all  neatly  compartmentalized."  But 
that  was  pre-Khomeini.  "Well,"  adds  Bidwell,  "that  piece  of 
the  market,  the  profitable  end  of  the  market,  is  going  to 
undergo  trauma.  There  is  opportunity  in  that,  when  you  are 
one  of  only  two  guys  who  are  really  playing."  ■ 
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The  engine  th 

When  the  new  Boeing  757goes  into  service  in  196 
it  will  start  life  with  Rolls-Royce  engines. 

.  This  is  no  coincidence.  5 

Eastern  Air  Lines  and  British  Airways  chose  the  Rc 
Royce  RB211-535  for  some  very  tough,  business  reason 

Its  exceptional  efficiency  will  cut  fuel  consumption  t 
fully  25  per  cent.  : 


resist. 


It's  considerably  cleaner  and  quieter  than  current  engines 
airframes  of  the  same  size 

It  has  the  ideal  thrust  rating  for  the 757 
[   And  most  important,  it's  the  right  engine,  available  at  the 
it  time 


How  could  anyone  resist  a  combination  like  that? 

Rolls-Royce  Inc.,  375  Park  Avenue,  New  York,  New  York  10022. 


ROLLS 


ROYCE 


Wish  luck  to  the  Soviet  wildcatters  in  central 
Siberia.  If  Russia  doesn't  find  more  oil,  it  will 
surely  try  for  some  of  everyone  elses. 

Russian  roulette 


THE  WORLD'S  LARGEST  PRODUCER  of 
crude  oil  is  the  Soviet  Union,  lift- 
ing about  11.6  million  barrels  per 
day  (bpd).  Next  is  Saudi  Arabia  at  about 
9.5  million  bpd,  followed  by  the  U.S.  at 
8.5  million  bpd.  Iran  is  a  distant  fourth, 
currently  under  4  million. 

What  if  the  Soviet  Union  should,  like 
the  U.S.  before  it,  cross  over  from  a  net 
exporter  to  net  importer  of  oil?  Since 
1977  the  U.S.  Central  Intelligence  Agen- 
cy has  been  warning  of  just  such  a  cross- 
over. For  just  about  as  long,  analysts 
within  the  U.S.  oil  industry  have  been 
dismissing  the  CIA's  warnings  as  unduly 
alarmist.  This  year's  numbers — reported 
by  the  Soviets  themselves — tend  to  con- 
firm the  CIA's  case. 

The  heart  of  the  problem  is  the  Soviet 
Union's  enormous  production  rate,  11.6 
million  bpd  and  headed  for  12  million  to 
13  million.  Producing  these  oceanic 
amounts  depletes  reservoirs  fast.  As  old 
ones  decline,  they  must  be  offset  with 
new  finds.  The  current  five-year  plan 
calls  for  a  "depletion  offset"  of  7.8  mil- 
lion bpd.  They  must  bring  irvnew  produc- 
tion not  much  less  than  the  U.S.'  total 
annual  production  just  to  stay  even. 
Think  of  it  as  two  Irans. 
A  depletion  offset  that  big  and  grow- 


Sources:  CIA,  Forbes'  exnrapolmion  of  annual  consumption 
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ing,  the  CIA  believes,  will  become  un- 
achievable. All  the  old  oilfields  in  Russia 
this  side  of  the  Urals  are  in  decline,  ex- 
cept one  in  the  far  north  producing 
something  over  300,000  bpd.  All  of  the 
production  growth  and  much  of  the  de- 
pletion offset  comes  from  the  vast  west 
Siberian  oilfields,  in  particular  one  called 
Samotlor.  It  is  bigger  than  the  Alaskan 
North  Slope  field,  but  found  about  five 
years  earlier  and  developed  faster.  West- 
ern Siberia  now  produces  over  5  million 
bpd.  The  Russians  themselves  have  said 
Samotlor  would  peak  in  the  early  1980s. 
Putting  that  on  top  of  declines  else- 
where, an  anonymous  CIA  analyst  at 
Langley,  Va.  says,  "I  wouldn't  want  to  be 
standing  under  their  production  curve 
when  it  starts  to  drop." 

Much  of  the  Russians'  new  drilling  has 
been  developmental,  too  little  of  it  ex- 
ploratory, to  meet  current  quotas.  What 
exploration  there  was  has  mostly  been  in 
western  Siberia,  a  vast  stretch  of  marsh- 
land and  permafrost  covering  roughly  25 
degrees  of  longitude  from  the  Ural  Moun- 
tains to  the  Yenisey  River.  The  winters 
are  typical  Siberia.  In  the  summer, 
drillers  are  waist-deep  in  mud.  Almost 
everything  must  be  hauled  in  from  1,000 
miles  away;  even  gravel  for  roads  in  the 


field  must  be  brought  in.  Developm 
costs  three  to  four  times  as  mucli 
development  in  European  Russia. 

None  of  this  is  seriously  dispul 
What  is  in  dispute  is  the  finding  lj 
U.S.  oil  industry  experts  have  assui  v 
Russia  would  find  a  new  Samotlor.  '  | 
CIA  has  assumed  (as  it  must,  to  be  c 
servative)  that  it  would  not.  To  date  ( 
has  not.  A  new  one,  found  tomorr 
would  take  five  years  to  develop, 
most  of  the  major  geological  structu 
in  western  Siberia  have  been  dril 
Some  new  oil,  lots  of  gas.  No  Samotl 

Meantime,  for  every  new  barrel  ofi  , 
found,  the  CIA  says,  the  Russians  ^ 
depleting  two.  This  find  rate  will  hi  \ 
them  down  to  10  million  bpd  by  198!  i 

Now  wildcatters  are  finally  beginr  * 
to  fan  out  across  central  Siberia.  It  is 
of  the  most  hostile  wildernesses  on  c 
land  anywhere  on  earth.  Trees  will  5 
grow  in  any  but  the  southern  part.  /  "f 
finds  will  be  even  more  costly  to  deve  s 
and  may  take  a  decade  to  bring  home  ^ 
quantity.  There  may  be  a  Samotlor 
there.  There  may  not.  There  is  proba  i 
some  oil  under  the  Caspian  Sea.  A  [ 
that  comes  drilling  through  the  ice  p  8 
in  the  Arctic  Ocean.  It  can  be  exploi 
but  no  one,  East  or  West,  has  the  te 
nology  to  develop  it. 

If  there  is  no  new  Samotlor  very  so 
Moscow  has  bleak  options.  It  could 
its  oil  exports  to  the  West,  some 
million  bpd,  which  earn  nearly  half 
foreign  exchange.  It  could  start  cutt 
back  on  shipments  to  its  satellf 
which  buy  three-quarters  of  their  ne 
from  Russia  (some  1.9  million  bpd). 
if  the  CIA  is  right  and  if  the  Russians 
not  hit  a  North  Slope,  domestic  Soviet 
consumption,  growing  6.3%  a  year,  v 
exceed  production  by  around  1984. 

Conservation  offers  less  hope  th 
than  here.  Most  Russian  freight  is 
ready  shipped  on  possibly  the  most  er 
gy-efficient  rail  system  in  the  woi 
Russia  has  only  1  passenger  auto  to  ev 
40  to  50  inhabitants,  compared  w 
more  than  1  for  every  2  here.  Yet  ene 
use  grows  faster  than  GNP  because  m 
heavy  industry  is  needed  to  support 
military  machine  that  makes  a  lar 
claim  on  total  economic  resources. 

Soviet  coal  production  is  in  a  fix  sir 
lar  to  oil,  starting  to  decline  west  of  i 
Urals,  difficult  to  expand  in  the  ti 
Nuclear,  less  than  1%  of  energy  prodi 
tion,  could  grow  to  6%  by  1990.  Nam 
gas  is  now  only  two-thirds  U.S.  prodi 
tion.  Synfuels  are  fantastically  costly. 

So,  imports.  One  way  or  another. 

Some  skeptics  remain  unconvinc 
"The  CIA  is  absolutely  right  about  th 
problems,"  says  one,  "but  now  the  Ri 
sians  are  solving  them."  He  thinks  t 
CIA's  own  1977  report  shook  Russia  r 
of  its  lethargy.  The  CIA  is  dubio 
"That  argument  is  attractive,"  says 
analyst.  "I  only  wish  it  were  true."  ■ 
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The  crunch  to  come 


Like  the  U.S.  before  it,  the  U.S.S.R.  is  headed  for  an  inevitable  day  of 
reckoning  in  meeting  its  energy  needs.  For  a  little  while  to  come,  domestic 
production  will  continue  to  exceed  consumption.  But  within  the  next  few 
years,  barring  an  extraordinarily  rich  find,  they  too  will  be  coming  into  the 
world  market  looking  for  oil.  Below,  the  CIA's  scenario. 
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whatever 
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without 
giving  us 
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container  corporation  of  america 


For  1 1"  x  14"  reprint  write: 
Container  Corporation  of  America 
Communication  Dept.  F03-171 
One  First  National  Plaza 
Chicago,  Illinois  60603 


50%  of  the  estate  youi 
leave  may  never  get  td 

your  family. 


Call  Prudential  about 
Estate  Conservation. 

Startling,  isn't  it.  But  true.  From  10  to  50%  of  your  estate, 
depending  on  itssize,  can  be  eaten  away  by  taxes,  administration 
fees  and  other  settlement  costs.  But  a  Prudential  Estate 
Conservation  Plan  can  help  change  all  that. 

Just  call  Prudential  and  a  specially  trained  agent  will  review 
your  assets  and  obligations  and  recommend  a  plan  to  help 
conserve  the  value  of  your  estate.  The  analysis  will  be 
developed  by  our  advanced  computer  system,  providing 
prompt  and  accurate  solutions  for  your  situation. 

Your  Agent  is  also  willing  to  work  with  your  attorney, 
accountant  and  trust  officer  to  help  minimize  the  taxes  on 
your  estate. 

If  you  have  a  plan  that  was  drawn  up  before  the  tax  laws 
changed  in  1976  and  1978,  it  may  be  vital  to  update  your 
present  plan. 

The  bottom  line:  your  family  will  end  up  with  a  lot  more  of  the 
estate  you  want  them  to  have.  And  that's  a  conservation  plan 
everyone  can  agree  on. 


M  Prudential 

Life  Health  Auto  Home 


The  Prudential  Insurance  Company  of  America 


le  hulking  Port  Authority  would  like  to  ex- 
und  its  activities.  It  would  be  a  big  help  if  it 
mid  unload  one  of  its  biggest  losers. 

Twin  towers 
for  sale, 
riv  vu 


II  110-story  World  Trade  Center  twin  towers  loom  above  New  York  Harbor 
|  is  legacy  of  Peter  Go  Id  mark's  predecessor,  Austin  To  bin,  the  WTC  is  consid- 
nd  by  many  to  be  just  another  exercise  in  monument-building  and  one  so 
t\tightly  that  only  King  Kong  could  love  it.  Says  Goldmark:  "For  better  or 
■  rse,  its  become  a  part  of  the  architectural  and  psychological  landscape." 


n  hom  ins  office  on  the  67th  floor 
|  of  the  northernmost  of  the  twin 
W  World  Trade  Center  towers  in  low- 
i  Manhattan,  Peter  C.  Goldmark  Jr.  can 
If  a  big  piece  of  the  $4.6  billion  domain 
Buns  as  executive  director  of  the  Port 
||thority  of  New  York  and  New  Jersey. 
Ik  an  awesome  sight — the  bridges,  tun- 
Bfs,  airports,  the  seaport  facilities,  the 
If,  truck  and  bus  terminals  and,  of 
Sjirse,  the  physically  and  economically 
Ifnstrous  World  Trade  Center  itself. 
llVhat  doesn't  show  from  this  great 
light  are  the  stagnation  of  the  port,  the 
litening  and  declines  in  traffic  and 
lis,  and  the  rising  costs  that  are  eating 
lr>  the  PA's  operating  income  and  ulti- 
lltely  into  its  ability  to  maintain  the 
iie  of  unfettered  borrowing  and  spend- 
Ji  that  has  characterized  this  enterprise 


for  more  than  half  a  century. 

Goldmark,  38,  knows  what  he  is  up 
against,  but  he  doesn't  seem  overly  con- 
cerned. As  he  puffs  a  cigar,  he  says,  "Col- 
lections used  to  go  up  every  year  on  the 
bridges  and  tunnels.  However,  with  the 
recent  sharp  increases  in  gas  prices,  my 
guess  is  we're  going  to  have  to  budget  for 
a  small  decline  next  year.  That's  some- 
thing we  are  going  to  have  to  live  with." 

That  could  make  life  tough  for  Gold- 
mark.  Cars  and  trucks  using  the  PA's 
half-dozen  bridges  and  tunnels  produced 
only  25%  of  total  1978  gross  operating 
revenues  of  $544  million  but  $77  million, 
or  more  than  half,  of  the  $133  million  in 
gross  operating  income  (before  adminis- 
trative and  interest  expenses).  Even  be- 
fore the  gas  price  hikes  and  shortages 
were  problems,  this  gross  "profit"  from 


bridges  and  tunnels  was  off  some  $1.7 
million  last  year.  The  PA's  airports — 
LaGuardia,  Kennedy,  Teterboro  and 
Newark — didn't  do  much  better.  Despite 
increases  in  revenues  and  record  traffic, 
gross  operating  income  in  1978  held  at 
just  about  the  1977  level. 

That  should  be  worrisome  to  the  peo- 
ple who  run  this  archetype  of  an  arrogant 
public  authority,  which  came  into  exis- 
tence in  1921  with  a  bi-state  mandate 
"to  develop  commerce"  in  the  biggest 
seaport  in  the  country.  It  is  the  flow  of 
profits  from  bridges,  tunnels  and  airports 
that  supports  losers  and  marginal  facili- 
ties— like  the  World  Trade  Center  during 
those  grim  years  in  the  early  1970s, 
when  half  its  9.6  million  square  feet  of 
space  was  vacant. 

Goldmark  claims  he  is  doing  what  he 
can  by  cutting  fat,  raising  rates  and  lob- 
bying for  rate  increases  where  he  can't 
make  them  himself.  "In  the  two  years 
I've  been  here,"  he  says,  "we've  had 
more  cuts  than  the  PA  had  in  50  years, 
the  first  layoffs  ever."  And  one  day  when 
he  was  at  Kennedy  Airport  he  discovered 
that  "it  was  cheaper  to  park  your  private 
plane  than  it  was  to  park  your  car.  That 
rate  hadn't  been  raised  in  20  years."  So 
parking  fees  for  private  aircraft  were  dou- 
bled. Even  fees  on  the  World  Trade  Cen- 
ter's observation  deck  increased.  Gold- 
mark  figures  his  spending  cuts  and  rate 
hikes  will  save  the  PA  some  $13  million 
a  year. 

That  will  be  of  some  help,  but  not 
nearly  enough  to  offset  Goldmark's  big- 
gest bleeder — the  Port  Authority  Trans 
Hudson  (PATH)  rail  line  from  New  Jersey 
to  Manhattan.  On  1978  revenues  of  only 
$14  million,  the  PATH  line  managed  to 
lose  $36  million  before  interest  expense. 
That's  mainly  because  the  fare  has  been 
only  30  cents  for  the  past  19  years.  Gold- 
mark's  attempt  to  boost  fares  to  50  cents 
was  recently  thwarted  by  New  Jersey 
politics,  but  he's  going  to  try  again  soon, 
because  the  extra  $8  million  that  hike 
would  produce  could  then  be  leveraged, 
he  says,  into  another  $80  million  or  so  in 
borrowings. 

For  as  Goldmark  says,  "We  are  a  lever- 
age agency."  For  decades,  the  Authority 
has  been  selling  bonds,  spending  on  rev- 
enue-producing projects,  then  borrowing 
more.  In  recent  years,  declines  in  the 
fortunes  of  the  region  and  political  pres- 
sures that  have  forced  it  into  losing  en- 
terprises like  PATH  have  begun  to 
squeeze  the  Authority.  Though  the  bond 
rating  agencies  haven't  changed  their  A 
rating  on  PA  securities,  at  least  one  mu- 
nicipal securities  analyst  has.  Walter 
Carroll  of  E.F.  Hutton,  which  has  its  own 
rating  system,  has  cut  PA  bonds  from  a 
solid  A  rating  to  a  "lower-range"  A. 
Why?  Says  Carroll:  "The  PA's  interest 
coverage  has  been  eroding  from  its  once- 
lofty  2.10  to  2.15  level  in  the  early  1970s 
to  1.82  times  debt  service  coverage  in 
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1978,  and  the  trend  will  continue." 

So  what  can  Goldmark  do  to  avoid 
that  specter?  He  can't  expect  much  help 
from  the  port  itself.  John  R.  Immer, 
president  of  Work  Saving  International,  a 
management  consulting  firm,  notes  that 
"since  1971,  New  York's  dollar  share  of 
liner  exports  fell  from  36%  to  less  than 
24%  projected  for  this  year."  The 
Authority's  port  terminal  facilities 
showed  no  revenue  increase  last  year. 
Goldmark  blames  poor  service  by  Con- 
rail  for  a  lot  of  the  port's  inefficiency,  and 
he  can't  raise  berth  rates  much  without 
chasing  even  more  business  to  other 
ports.  Boosting  tolls  again  on  bridges  and 
tunnels  would  create  political  problems 
and  probably  diminish  volume  as  well. 

And  so  it  goes  with  most  of  the  Port 
Authority's  operations  these  days.  But, 
in  the  tradition  of  this  behemoth  of  a 
government  institution,  the  $77,000-a- 
year  executive  director  has  big  plans  for 
the  future.  Though  he  insists,  "We  won't 
take  on  any  project  that  isn't  going  to 
say  for  itself,"  nevertheless,  last  year  the 
PA  announced  a  scheme  to  build  $400 
million  worth  of  industrial  parks  in  the 
states  of  New  York  and  New  Jersey.  The 
Droposal  suggested  a  partnership  on 
:hese  developments,  with  waste  recy- 
:hng  power  plants  to  be  built  by  private 
ndustry.  Even  so,  whether  it  will  be 
Drofitable  is  anybody's  guess. 

This  summer  the  PA  unwrapped  a 
5500,000  study  entitled  Regional  Recov- 
ery. The  Business  of  the  Eighties,  which  fore- 
:asts  a  need  for  capital  spending  by  pub- 
ic and  private  entities  of  maybe  $40 
jillion  to  repair  and  replace  the  region's 


'/17H  commuter  station 


<*ATH  is  the  PA's  biggest  loser.  It 
ioesnt  help  that  149,000  New  Jersey 
•.ommuters — and  their  governor— con- 
inue  to  buck  a  fare  increase. 


Peter  C.  Goldmark  Jr.,  executive  director  of  the  Port  Authority 

His  father  pioneered  the  long-playing  record,  but  the  junior  Goldmark  has  ev> 
bigger  ideas.  Whereas  transit  was  the  issue  of  the  1960s,  Goldmark  says  tha 
regional  economic  recovery  program  to  repair  the  "life  support  infrastructut 
and  recover  jobs  is  the  Port  Authority's  directionfbr  the  1980s. 


rotting  life-support  facilities:  water  sys- 
tems, sewers,  energy  delivery  and  trans- 
portation networks. 

Goldmark  would  like  the  PA  to  be  a 
significant  part  of  that  economic  devel- 
opment. Even  if  the  PA  funds  only  5%  to 
10%  of  the  $40  billion,  the  Authority 
would  wind  up  borrowing  more  than  it 
now  has  outstanding  in  long-term  debt. 
To  get  into  that  kind  of  development, 
the  PA  would  have  to  extend  its  charter 
into  new  areas,  something  it  did  time 
and  again  under  Goldmark's  predecessor, 
the  imperious  Austin  J.  Tobin.  Goldmark 
talks  of  building  a  deepwater  offshore  oil 
port  for  supertankers.  And  of  rebuilding 
the  cities'  decaying  waterfronts,  as  other 
urban  areas  have  done.  And  anything 
else  that's  not  nailed  to  somebody  else's 
floor,  as  though  the  Port  Authority 
hasn't  already  gone  far  enough  afield 
with  the  likes  of  the  World  Trade  Center. 

In  fact,  getting  rid  of  that  burdensome 
development  might  do  a  lot  for  the  PA's 
public  relations  as  well  as  its  borrowing 
power.  But  who  could  buy  a  billion-dollar 
complex  financed  with  tax-exempt 
bonds,  operated  by  an  Authority  that 
doesn't  pay  taxes  (and  only  pays  a  pit- 
tance in  lieu  of  taxes),  with  some  25%  of 
its  floor  space  leased  at  cut  rates  to  New 
York  State  agencies? 

A  while  back,  a  German  bank  took  a 
look  at  the  prospects  and  backed  off.  And 
lately  the  PA,  through  the  real  estate 
investment  firm  of  Eastdil,  has  been  ne- 
gotiating with  the  Prudential  Insurance 


Co.  for  a  possible  sale  some  day.  Go 
mark  coyly  insists  he's  not  interested 
selling  the  WTC  just  for  the  pile  of  ca 
it  could  bring;  nevertheless,  if  someo 
were  willing  to  pay  more  than  what  t 
complex  would  make  in  rents  for  t 
next  20  years  or  so,  he  admits,  "We 
have  to  look  at  it  very  seriously."  The  '. 
has  $1.1  billion  sunk  in  the  WTC,  a 
Goldmark  can't  afford  just  to  break  evj 
But  a  premium  would  provide  what 
calls  a  "dividend  for  economic  develc 
ment"  that  could  support  another  rouj 
of  big  borrowing.  Meanwhile,  the  mai 
moth  complex,  he  concedes,  "probarj 
won't  produce  a  free  and  clear  retui 
until  1983  or  1984,"  though  it  is  nc 
almost  fully  rented  after  years  of  glutti 
the  Manhattan  office  market. 

A  top  Eastdil  executive  says  that  "ti 
economics  of  the  sale  may  not  be  reall 
tic,"  and  in  any  event  he  doubts  that 
deal  could  be  negotiated  this  year.  B! 
Goldmark  can't  help  salivating  a  litl 
over  the  possibility,  however  remol 
Getting  out  from  under  the  World  Trat 
Center  at  a  premium  would  give  the  I 
the  chance  to  leverage  another  billi« 
dollars — at  least.  But  with  the  ongoii 
decay  of  the  region  and  increasing  met 
sion  of  the  politicians  into  economic  d 
velopment,  that  windfall  would  likely! 
pushed  into  uneconomic  spending  < 
grandiose  projects — like  the  tw 
towers — that  would  surely  cut  even  dee 
er  into  the  Authority's  ability  to  look  oi 
for  the  interests  of  its  bondholders.  ■ 
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Avis  acts  to  cut  your 
transportation 

costs.  At  no  cost  to  you,  get  an 

Avis  CorporateTransportation  Survey. 


Oldsmobile  Omega 


We  call  it  ACTS,  for  short. 

It  won't  cost  your  company  anything  but 
it  could  save  it  a  lot,  particularly  in  this  critical 
period  of  inflation  and  energy  consumption. 

Here's  why.  Although  the  transportation 
profile  of  each  company  differs,  here's  where 
many  companies  are  alike: 

First  of  all,  the  mix  of  owned,  > 
leased  or  rented  vehicles  can 
be  made  more  cost-effective 
and  energy-efficient. 

Secondly,  the 
company  may  not  take  full 
advantage  of  available 


liscounts  and  other  financial  techniques  that  improve  cash  flow. 

An  ACTS  study  spots  such  areas  of  opportunity  for  your  company, 
•br  instance,  ACTS  will  tell  you: 

If  your  company's  fleet  (car  or  truck)  is  energy-efficient,  relative  to 
four  needs. 

If  your  company  owns  cars  and  trucks  that  you  should  be  leasing. 
If  your  company  leases  cars  and  trucks  that  you  should  be  renting. 
lCTS  will  also  tell  you:  p  ™  ™  ™  ■■  " 

If  the  number  of  car  rentals  you  make  qualifies 
for  corporate  discounts  you  may  not  now  receive. 

If  your  car  rental  dollar  volume  entitles  you  to 
idditional  rebates  other  companies  enjoy  (e.g.  some 
>egin  at  just  $6,000  annual  gross  volume). 
If  cash  flow  can  be  improved. 
Must  you  be  highly  active  in  car  rental  and 
truck  and  car  leasing  to  gain  benefits  from  an  ACTS 
study?  The  answer  is  no.  (And  your  company  doesn't 
have  to  be  a  big  company  either.) 

Fill  out  and  send  this  coupon. 
Or  call  our  Avis  toll  free  number 
800-331-1000  for  a  an  even  quicker 
appointment. 

Act  now!  And  Avis  ACTS. 
Avis  rents  and  leases 
GM  cars  and  trucks. 


Avis  Rent  A  Car  System,  Inc. 
900  Old  Country  Road,  ( iarden  City,  N.Y.  11530 
Attn:  Total  Transportation  Services  Department 

U  1  am  interested  in  receiving  an  Avis  Corporate  Transportation  Survi 
I  am  interested  in  receiving  information  on  the  following  program(s): 
□  Rent  A  Car  □  Car  Leasing  □  Truck  Leasing  □  Truck  Rental 

Name/Title  


Company- 
Address  


City /State/Zip. 


AVIS 


We  try  harder. 
In  more  ways  than  one 


c  J979  Avis  Rent  A  Car  Syslcn 


,  Avis*  and  We  try  harder 


Harvard  Business  School  's  Daniel  Yergin  and  Robert  Stobaugh 

"Our  starting  point  is  that  for  our  type  of  economic  and  political  system  to  survive  we  need  economic  growth.' 


An  interview  with  energy)  strategists  Robei't 
Stobaugh  and  Daniel  Yergin. 

"People  are 
looking  for  a 
domestic  villain" 


As  I  See  It 


By  Jaaaes  Cook 


Nearly  a  decade  after  it  began,  the 
energy  crisis  has  finally  hit  both  the  best- 
seller lists  and  the  halls  of  Congress  in 
the  form  of  Energy  Future,  a  carefully  ar- 
gued analysis  of  the  U.S.  energy  problem 
put  together  by  a  team  at  the  Harvard 
Business  School  headed  by  Professors 
Robert  Stobaugh  and  Daniel  Yergin. 

The  Harvard  study  has  taken  Congress 
by  storm,  unsettling  the  prospects  for  the 
latest  Carter  energy  scheme  and  promis- 


ing to  play  such  a  seminal  role  in  what- 
ever legislation  Congress  eventually 
passes  that  we  flew  up  to  Cambridge, 
Mass.  to  question  the  two  on  their  en- 
thusiasm for  conservation  and  solar  en- 
ergy as  against  coal  and  synthetic  fuels. 

You  argue  that  with  a  little  effort  there  can 
be  some  decoupling  in  the  relationship  be- 
tween energy  consumption  and  the  gross 
national  product. 

Stobaugh:  Absolutely.  There's  got  to 
be,  for  substantial  economic  growth.  It  is 
a  great  disservice  to  America  when 


Chase  Manhattan  says  there's  no  <j 
dence  you  can  produce  a  unit  of  Gl 
with  less  energy  in  the  future  than  j 
have  in  the  past.  That's  just  incorrect 

Yergin:  Our  starting  point  is  our  a 
viction  that  for  our  type  of  economic  a 
political  system  to  survive  we  need  ei 
nomic  growth. 

But  you  don't  argue  that  as  a  solution 
the  energy  problem  we  should  abandon  6 
efforts  in  oil  and  gas,  even  though  vol 
dubious  we'll  increase  production  muchl 

Stobaugh:  We  think  the  problem 
serious  enough  that  we  need  to  enco 
age  everything  we  can,  but  we've  alrea 
tried  a  lot  on  domestic  oil  and  gas  and 
cannot  count  on  it  to  make  a  contnl 
tion  toward  providing  increased  enei 
supplies.  We  will  be  lucky  to  stay  evei 

Yergin:  For  instance,  there's  so  mu 
enthusiasm  right  now  over  what's  ca 
the  Overthrust  Belt,  but  you  look  at  t 
proven  reserves  after  all  those  years 
drilling  and  it's  the  equivalent  of  25  da 
of  U.S.  oil  consumption.  That  perspi 
tive  tends  to  get  lost  in  the  exciteme 
over  finds  that  are  hardly  enough  to 
rest  the  decline  in  U.S.  production. 
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The  Boodles  martini. 
It's  more  thar\expensive. 


If  you  expect  the  Boodles  martini  to  be  more  than  expensive, 
you  won't  be  disappointed.  Because  Boodles  is  the  ultra-refined  British  gin 
that  only  the  world's  costliest  methods  could  produce.  And  it  is  imported 
from  Britain  for  you— the  individual  who  will  appreciate  a  Boodles  martini 
as  well  as  a  Boodles  and  tonic.  Two  experiences  well  worth  their  price. 

Boodles.The  world's  costliest  British  gin. 
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The  conventional  notions  of  price  elas- 
ticity don't  necessarily  work  when  you 
are  dealing  with  resources.  Economic 
theory  runs  in  one  direction,  and  geology 
seems  to  run  in  another. 

But  you  are  also  dubious  of  coal  and 
nuclear? 

Yergin:  We  think  there  is  going  to  be 
substantial  growth  in  coal.  But  we're 
skeptical  of  the  notion  that  all  this  coal  is 
going  to  come  dancing  out  of  the  ground 
and  find  markets.  We  may  even  be  too 
optimistic  in  seeing  a  50%  increase  by 
about  1985  or  1990.  You  have  to  look  at 
the  real  world  of  infrastructure  and  de- 
mand, of  environmental  questions  and 
labor  problems,  and  there  are  a  lot  of 
barriers  to  be  overcome  before  achieving 
the  very  great  projections  people  make. 

Stobaugh:  The  utilities  are  going  to 
have  to  be  more  willing  to  switch  to  coal 
in  the  future  than  they  have  in  the  past. 
We've  seen  what  happens  when  you 
switch.  Down  in  San  Antonio  they 
switched  to  coal  with  the  expectation 
they  would  be  paying  $7  a  ton  transpor- 
tation. Now  they're  getting  charged  $16 
or  so,  and  it's  siphoning  money  out  of 
San  Antonio  into  the  railroads. 

Having  been  pessimistic  about  the  extent 
of  coal's  prospects,  at  least  since  our  1972 
cover  story  on  the  subject,  Forbes  wouldn  't 
quarrel  much  with  your  assessment,  but 
it  hat  about  nuclear? 

Stobaugh:  We  think  the  national  poli- 


cy should  be  to  encourage  coal  and  to 
encourage  nuclear,  but  if  you  ask  what 
can  you  count  on  with  a  fair  degree  of 
certainty,  we  know  you  cannot,  count  on 
an  increase  in  nuclear.  We  project  per- 
haps a  doubling  of  nuclear  by  1990,  and 
that's  really  optimistic. 

We're  letting  Jane  Fonda  and  other  activ- 
ists make  our  energy  policy  Hut  aren  't  most 
Americans  in  favor  of  nuclear  energy? 

Yergin:  The  polls  show  a  rather  even 
division  on  nuclear  power.  There's  a 


We've  gone  through  one  mir- 
acle solution  after  another: 
nuclear  power,  coal,  fusion, 
Mexican  oil.  Now  we  have  syn- 
thetic fuels  riding  out  of  the 
West  in  the  nick  of  time. 


clear  generational  split.  I'm  quite  sur- 
prised to  see  the  intensity  of  feeling 
among  people  in  their  20s  on  that  issue. 

If  there  had  been  greater  attention  paid 
to  the  nuclear  waste  issue  10  or  20  years 
ago,  it  wouldn't  be  the  threat  it  is  today 
to  the  well-being  and  stability  of  nuclear 
power  production.  Certainly  there's  in- 
creasing disquiet  among  investors  in 
electric  utilities  such  as  insurance  com- 
panies about  what  will  happen  to  the  90 
or  so  plants  under  construction.  The  de- 
bate in  the  next  year  or  so  about  nuclear 


power  is  really  a  debate  about  what 
pens  to  those  plants  that  were  clo 
coming  on  line  before  Three  Mile  Is. 
That  is  going  to  be  a  bitter  debate, 
there  is  $50  billion  in  up-front  cs\ 
costs  riding  on  the  outcome. 

You  also  say  that  if  the  waste  dj& 
problem  is  not  solved,  it  may  he  necessc 
close  down  some  plants  that  are  ah 
operating 

Stobaugh:  By  1983-85.  Some  re 
tion  to  the  waste  disposal  issue  is  e 
tial.  Without  that  we  may  have  to 
down  existing  nuclear  plants,  w 
would  be  an  economic  disaster  for  pi 
like  New  England  and  Chicago  anc 
South  Atlantic.  We  have  time,  if  th 
cision  is  made  soon,  but  unless  you 
within  the  next  year  or  so,  I  think  y« 
going  to  have  a  problem. 

President  Carter  has  proposed  the  cret 
of  an  Energy  Mobilization  Board  tc 
through  all  the  red  tape  involved  di  dev 
ing  energy  these  days  What  effect  wil 
have  on  our  ability  to  develop  both  coai 
nuclear  power? 

Yergin:  Do  you  think  there  will  b 
Energy   Mobilization   Board?  It's 
World  War  n.  To  cut  through  succes 
ly,  it  seems  you  need  some  sort  of 
sensus  rather  than  sort  of  a  high  c 
that  will  just  do  things  swiftly. 

You  don't  see  synthetic  fuels  as  the  hq 
the  future  either. 

Stobaugh:  We've  gone  through 


Rexnord... 

our  pollution 

control 
equipment 

solves 
wastewater 
treatment 
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Products  of  our  Envirex  subsidiary  are 
helping  more  than  5,000  communities 
and  industrial  plants  clean  up  streams 
and  rivers  and  allow  industrial  process 
water  to  be  recycled.  Special  water 
screens  help  protect  marine  life.  Other 
Rexnord  equipment  helps  make  the 


air  more  breatheable  and  disposes 
solid  waste  more  efficiently. 

Preference  for  Rexnord  qual 
reaches  throughout  the  world  ai 
throughout  industry:  from  farm  equ 
ment  builders  to  miners,  lumberm 
and  food  processors. 


acle  solution  after  another, 
ergin:  In  1974  we  had  nuclear  power,- 
a  we  had  coal;  in  1977,  for  about 
e  months,  we  had  fusion;  then  we 
Mexican  oil,  until  the  President  of 
xico  set  the  President  of  the  U.S. 
ight  last  February,  and  now  we  have 
thetic  fuels  to  come  riding  out  of  the 
it  in  the  nick  of  time, 
tobaugh:  We  think  the  proposed  syn- 
dics program  is  really  not  doable,  that 
j:  rill  create  false  expectations  and  per- 
s  permanently  damage  synthetic  fuel, 
think  a  much  more  appropriate  pro- 
m  on  synthetic  fuel  would  be  to  spend 
;  money,  move  some  of  the  technolo- 
m  up  through  the  pilot  plant  into  the 
lonstration  stage,  but  not  talk  about 
h  programs  to  build  20  or  30  synthet- 
uel  plants,  each  of  which  would  be 
;er  than  any  industrial  establishment 
t  exists  in  the  U.S.  today. 
lot  of people  feel  such  a  program  would 
?  immense  psychological  value  world- 
e.  People  believe  in  the  magic  of  Ameri- 
technology,  and  just  by  announcing 
a  program  we  would  strengthen  the 
ar  and  undermine  the  price  of  oil. 
ergin:  And  then  the  word  will  get  out 
t  we're  not  going  to  get  very  much  at 
antil  the  1990s,  and  suddenly  the  bal- 
i  will  be  pricked.  Synthetic  fuel  does 
address  the  immediate  problems  of 
v  we  get  through  the  rest  of  this  year 
the  1980s.  It  does  not  help  us  this 


winter  if  Iranian  production  goes  down 
again.  We  should  push  ahead  and  learn 
more  about  how  to  do  it  and  how  much 
it  will  cost,  but  not  move  too  early  to 
entrench  ourselves  in  unknown  technol- 
ogies on  a  very  big  scale. 

Seems  to  me  if  we  can  put  a  man  on  the 
moon.  . . . 

Stobaugh:  Of  course  we  only  put  a  cou- 
ple of  men  on  the  moon.  We  weren't 
operating  a  colony.  There  is  a  pilot  plant 
coming  onstream  now  in  Kentucky  that 
was  supposed  to  cost  around  $160  mil- 
lion, and  in  fact,  ended  up  costing  $280 
million,  and  that's  for  around  800  barrels 
a  day  of  oil.  Now  they're  talking  about 
building  a  plant  50  times  that  big,  and 
here  you  got  a  $100  million  overrun  on  a 
pilot  plant.  Lord  knows  what  you  would 
get  at  a  commercial  plant. 

Yergin:  If  you're  going  to  build  some- 
thing costing  $3  billion  and  you  can  buy 
the  same  amount  of  energy  through  con- 
versation at  one-tenth  the  cost,  which  is 
the  better  investment? 

Talking  of  miracles,  you  say  conservation 
could  cut  current  energy  consumption  by  as 
much  as  40%,  while  solar  could  supply  a 
fifth  of  our  energy  needs  by  the  year  2000. 
That  sounds  like  a  pretty  tall  order. 

Yergin:  Well,  I  think  we  feel  that  con- 
servation is  not  only  practical,  it's  avail- 
able right  now.  It  does  not  require  any 
technological  breakthroughs,  it  does  not 
require  any  crash  programs,  it  can  deliv- 
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er,  it's  relatively  risk  free.  On  solar,  by 
which  we  really  mean  renewable  energy 
of  all  forms — sun,  wind,  wood,  manure, 
whatever — we  are  less  certain.  Less  is 
known,  but  we  think  that  conservation 
and  solar  should  at  least  be  given  a  fair 
chance  with  the  conventional  sources. 
We  definitely  think  that  conservation 
can  deliver  the  goods.  Conservation  is  50 
million  little  things  and  not  a  traditional 
engineering  problem. 

/  am  skeptical  of  your  feeling  that  the 
disruptive  consequences  of  conservation  are 
going  to  be  minimal  All  you  have  to  look  at 
is  what  is  beginning  to  happen  to  the  support 
system  for  the  automobile.  You're  seeing  sta- 
tion closings,  repair  shops  disappearing,  peo- 
ple being  put  out  of  work. 

Yergin:  That's  not  the  consequence  of 
conservation.  This  problem  wouldn't 
have  occurred  if  the  automakers  had 
moved  more  expeditiously  in  introduc- 
ing more  efficient  cars.  Chrysler's  prob- 
lems today  obviously  arise  from  a  num- 
ber of  different  sources,  but  one  of  them 
was  they  refused  to  take  seriously  that 
there  was  an  energy  problem.  They  re- 
fused to  push  ahead  with  more  efficient 
cars,  so  they  are  paying  the  price,  and 
service  stations  are  paying  the  price,  and 
consumers  and  drivers  are  paying  the 
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and  preserves  our  environment. 


Rex  gravel  bed  dust  filters  remove  up  to  99%  Rex  waste  handling  systems  efficiently  move 
of  the  air  pollutants  in  cement  mills.  refuse  in  resource  recovery  plants. 

Envirex  wastewater  treatment  equipment  is 
used  in  treatment  plants  around  the  world. 


i  j:or  more  information  on  Rexnord, 
i:  copies  of  our  annual  report  and 
I  corporate  brochure.  Write  W.  C. 
iissinger,  Chairman,  Rexnord  Inc., 
p.  Box  2022,  Milwaukee,  Wisconsin 
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price.  Maybe  the  point  is  that  we  have  to 
distinguish  what  we  mean  by  conserva- 
tion. There's  interruption,  there's  short- 
age, there's  rationing,  there's  scarcity. 
Okay,  that  is  one  form  of  conservation. 
But  that  is  not  what  we're  talking  about. 
What  we're  talking  about  is  increasing 
the  productivity  of  our  energy,  and  you 
can  do  that  without  cutting  your  stan- 
dard of  living.  To  put  insulation  in  your 
attic  is  not  cutting  your  standard  of  liv- 
ing. To  pay  $500  or  $1,000  extra  a  year  in 
heating  bills — that  cuts  into  your  stan- 
dard of  living.  To  drive  a  car  that  gets  25 
miles  to  the  gallon  instead  of  15  is  not  a 
cut  in  your  standard  of  living.  The  cut  in 
your  standard  of  living  is  having  to  spend 
three  hours  in  a  gas  line,  or  to  be  stuck  at 
home  and  unable  to  get  to  your  job  be- 
cause you  can't  get  gasoline.  That's  the 
kind  of  choice  you  face. 

America  is  not  going  to  end  its  love 
affair  with  the  automobile,  but  you  can 
let  that  affair  be  conducted  in  a  more 
efficient  vehicle.  My  sense  is  that  the 
impact  of  this  second  oil  shock  is  going 
to  be  greater  and  more  lasting,  because 
no  matter  what  their  suspicions  of  the 
oil  companies  or  the  government  or 
whatever,  people  recognized  that  this 
one  was  for  real.  I  think  that  Detroit,  out 
of  an  interest  in  its  own  survival,  is  going 
to  push  to  really  unleash  its  engineering 
talent.  We  would  like  to  see  more  of  the 
carrot  and  less  of  the  browbeating  stick. 


What  kind  of  carrot  can  you  offer  Detroit? 

Stobaugh:  You  can  make  a  good  case 
for  taking  some  of  the  windfall  profits 
tax  and  paying  it  to  the  car  companies  to 
enable  them  to  retool  for  efficiency,  rath- 
er than  building  synthetic  fuel  plants. 

Industry  bos  a  great  record  so  far  in 
conservation,  but  you  think  it  can  do  more. 

Yergin:  In  many  firms,  conservation  is 
still  considered  a  secondary  activity. 
When  you  had  the  real  price  of  industrial 
fuel  oil  declining  by  15%  between  1975 


Conservation  is  not  only  prac- 
tical, it's  here.  It  doesn't  re- 
quire new  technology,  or 
crash  programs.  It  can  deliv- 
er, given  a  fair  chance,  with 
conventional  sources. 


and  1978,  that  was  not  really  a  signal 
saying,  "Conserve,  be  more  efficient." 

You  suggest  that  much  of  industrial  con- 
servation can  be  accomplished  with  practi- 
cally no  capital  investment — through  im- 
proved housekeeping. 

Yergin:  Exactly.  By  paying  attention  to 
waste,  maintaining  furnaces,  adjusting 
lights,  fixing  leaky  steam  fittings. 

For  the  commercial/residential  sector, 
you  see  insulation  as  the  principal  device  for 
conservation. 

Stobaugh:  We're  also  talking  about 
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putting  on  storm  windows,  closing 
tains  at  night,  double-glazed  windo\j 

Yergin:  Just  putting  insulation  i 
attic  isn't  enough.  Air  bypass — air 
gets  around  the  insulation — turns  o| 
really  undercut  the  value  of  insulatiol 
you  need  this  concept  of  the  house 
tor,  who  gives  it  a  really  thorough  ex  ■  " 
nation.  It's  big  moneysaver. 

The  utilities  are  now  prohibited  from\ 
viding  this  service  to  their  customers 

Yergin:  Yes.  Unless  they  were  in 
business  prior  to  the  1978  Energy 
It's  a  real  mistake.  A  big  mistake. 

One  of  the  pri)icipal  benefits  is  theft 
utilities  could  put  their  seal  of  approi  <a  f 
the  work  and  guarantee  its  effectiveness 

Yergin:  Obviously,  if  there's  a  li 
shoddy  work  around,  people  aren't  £ 
to  want  to  do  it.  They  need  a  Good  Hi 
keeping  seal  of  approval.  A  person's  h 
is  his  most  important  possession, 
they're  not  going  to  let  some  guy  con 
and  muck  it  up.  Our  proposal  is  tt 
large  portion  of  that  windfall  tax  on  o 
used  to  finance  conservation  and  sol. 

Stobaugh:  We're  not  suggesting 
tax  credits  are  the  only  form  that  sb 
be  used.  For  industry,  tax  credits 
quite  effective,  but  for  householders 
might  want  to  go  to  direct  paymen!  £  S50 
direct  payments  will  be  less  likely  t  -1 
oriented  to  the  middle  class. 

As  far  as  solar  is  concerned,  the  prim  - 
application  over  the  next  decade  or 
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Rexnord... 

for  chemical 
processors,  our 
systems  and 
components  add 
reliability  to 
operations . . . 


Chemical  processing  is  a  specialized 
business.  Processes  vary  almost  as 
much  as  the  chemicals  produced. 
Rexnord  engineering  skill  is  an  impor- 
tant reason  this  industry  turns  to  us  for 
help. 

Our  commitment  to  quality  products 


Drift 

it 


is  another.  The  components  and  equi 
ment  we  build  bring  a  remarkable  c  » 
gree  of  reliability  to  the  work  they  i 
These  same  kind  of  engineeri 
skills  and  quality  products  are  ing  % 
dients  sought  by  many  other  induf-S' 
tries:  from  mining  to  transportati 
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ly  to  be  primarily  for  heating  water. 
'ergin:  There  are  two  other  so-called 
sive  solar  strategies,  on  the  border 
ween  conservation  and  solar:  houses 
t  are  built  to  use  much  less  energy 
|  h  little  change  in  interior  comfort  and 
some  cases  an  improvement;  and  bio- 
ss — wood  and  manure.  We  think  the 
ential  may  be  a  lot  greater  there  than 
formerly  thought.  If  there  is  one  area 
a  major  breakthrough,  it's  bringing 
vn  the  cost  of  photovoltaic  cells, 
f  .-  tobaugh:  Until  you  make  a  pretty 
stantial  investment  or  get  your  house 
[ly  buttoned  up  tight,  you  don't  want 
)ut  in  solar.  Solar  can  be  justified  only 
en  you  already  have  conservation. 
7e  do  seem  headed  in  that  direction, 
ident  Carter  talked  of  the  need  for  con- 
ation in  his  fuly  energy  speech  and 
m's  ut  setting  up  a  solar  bank  that  would 
iride  20%  of  our  energy— your  goal — by 
0,  without  specif 'ing  very  much  about 
he  planned  to  go  about  it. 
tobaugh:  The  amount  that  we're  talk- 
about  is  about  $3.5  billion,  and  that  is 
milch  too  small  to  do  the  job.  Compare 
with  the  $88  billion  they  have 
edited  about  for  synthetic  fuels.  We  fig- 
i  what  they  should  probably  do  is 
;  $50  billion  and  try  to  use  that  for 
;sive  conservation  supplemented  by 
r.  That  would  still  leave  $38  billion, 
/jii^ch  is  more  than  enough  to  spend  on 
thetics  between  now  and  1990.  Prob- 


er, 


ably  half  that  would  be  enough. 

Are  these  decentralized  power  systems  in- 
herently incompatible  with  central  station 
power  production,  as  many  people  suggest? 
Every  time  somebody  tries  to  put  a  windmill 
up  on  a  roof  in  New  York,  Con  Edision 
blows  up  a  storm. 

Stobaugh:  We  think  they've  really  got 
to  be  compatible  over  the  long  run.  Part 
of  the  incompatibility  springs  from  the 
upbringing  of  the  people  in  charge  of 
utility  companies.  They  see  their  jobs 
primarily  as  building  power  plants  and 
delivering  electricity.  Any  time  anybody 
talks  about  generating  power  and  putting 
it  into  their  system,  they  are  really 
against  it.  We  think  these  barriers  should 
be  removed,  so  if  you  want  to  run  your 
windmill,  use  part  of  the  power  and  put 
the  rest  into  the  utility  grid,  you  can.  I 
would  think  that  if  you  have  many  differ- 
ent sources  feeding  into  the  system,  with 
some  experience  you'll  be  able  to  predict 
fairly  accurately  how  much  power  they 
are  going  to  provide.  Just  as  now,  with  all 
those  millions  of  users  taking  power 
from  your  system,  you  can  nonetheless 
predict  how  much  tbey  are  going  to  take. 

It  is  discouraging  how  many  otherwise 
intelligent  people  think,  the  whole  thing  is 
just  a  plot  by  the  oil  companies  or  a  failure 
of  the  federal  government.  Their  heads 
planted  firmly  in  the  sand,  these  people  think 
you  can  pass  a  law  and  we  will  have  60-cent 
gasoline  and  49-cent  heating  oil.  You  give 
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short  shrift  to  such  complacency. 

Yergin:  Our  message  is  in  many  ways 
a  pessimistic  message  and,  up  until  Janu- 
ary of  this  year,  the  optimists — those 
who  said  the  problem  was  behind  us — 
had  the  upper  hand.  But  events  have 
shaken  that  position  badly.  Now  people 
are  looking  for  a  domestic  villain,  and 
they  don't  want  to  perceive  how  inte- 
grated we  have  become  with  the  interna- 
tional energy  system.  They  act  as  though 
we're  Fortress  America.  Meanwhile, 
we're  a  very  vulnerable  country. 

I  guess  our  basic  view  is  that  we  have 
not  so  much  a  spiritual  crisis  as  an  ener- 
gy problem,  that  we  are  not  as  strong  as 
we  used  to  be,  that  the  oil  companies  are 
not  as  strong  as  they  used  to  be.  People 
refuse  to  recognize  how  much  political 
power  the  companies  have  lost  interna- 
tionally in  ten  years.  But  the  public, 
much  of  the  press,  the  politicians  act  as 
if  the  problem  would  be  solved  if  you  just 
got  rid  of  the  companies  or  just  changed 
them,  and  it  wouldn't  be.  It  would  not  be 
solved  if  you  got  rid  of  the  environmen- 
talists, and  it  would  not  be  solved  even  if 
you  did  away  with  all  the  Department  of 
Energy  regulations. 

Stobaugh:  Not  even  if  you  got  rid  of 
OPEC.  ■ 


and  economy  from  start  to  finish. 


Carrier  spiral  elevators  save  floor  space,  cut 
processing  costs  since  they  process  mate- 
rials while  conveying. 

Envirex  water  conditioning  systems  provide 
conditioned  water  for  chemical  processing. 


Thomas  flexible  couplings  deliver  positive 
power,  never  need  lubrication,  rarely  require 
maintenance. 


|n  pollution  control  to  lumber  and 
I er  mills. 

>r  more  information  on  Rexnord, 
I  our  annual  report  and  our  corpo- 

brochure.  For  copies,  write  W.  C. 
ssinger,  Chairman,  Rexnord  Inc., 

Box  2022,  Milwaukee,  Wl  53201. 


Rexnord 

mini  ii 


THE  BMW 733i. 
T  REFLECTS  THE  STATE  OF  YOU 
MIND,  NOT  MERELY  THE  STATE 
OF  YOUR  BANK  ACCOUNT. 


In  all  candor,  the  BMW  is  not 
veryone's  idea  of  an  expensive 
jxury  sedan. 

It  does  not  scream  "money" 
'om  the  top  of  its  hood. 

It  is  not  the  longest  or  the  wid- 
st  or  the  chromiest. 

Nor  does  its  interior  resemble 
nat  of  an  Edwardian  salon. 

Indeed,  at  BMW,  it  has  long 
een  our  contention  that  the 
ungs  that  seem  to  preoccupy  the 
jxury  car  makers  of  the  world 
lave  little  to  do  with  the  one  thing 
lat  makes  an  expensive  car 
i/orth  the  money:  extraordinary  en- 
sneering. 

A  LUXURY  CAR  CAN 
BE  EFFICIENT. 

While  the  BMW  733i  pro- 
ides  all  the  creature  comforts  one 
euld  rationally  require  of  an  auto- 
nobile— supple  leather,  AM/FM 
tereo  cassette,  sunroof,  full-power 
ccessories,  etc.— it  also  provides 
driving  experience  so  exhilarating, 
et  so  efficient,  it  will  spoil  you  for 
my  other  car. 

Its  3.3-liter,  six-cylinder  en- 


gine has  been  called  "...the  most 
refined  in-line  six  in  the  world." 
And  it's  the  only  sedan  in  its  price 
class  that  operates  on  regular  as 
well  as  unleaded  fuel. 

Its  suspension  system,  inde- 
pendent on  all  four  wheels,  (with  a 
patented  double-pivot,  front-axle 
design)  provides  the  driver  with  a 
tactile  sense  of  control,  an  uncan- 
ny feel  of  the  road. 

Its  interior  is  biomechanically 
engineered  to  the  nth  degree 
to  reduce  driver  fatigue.  The  front 
seats  are  shaped  to  hold  their 
occupants  firmiy  in  place,  and  the 
driver's  seat  is  so  thoroughly  adjust- 
able that  it  is  all  but  mathematically 
impossible  to  not  find  a  proper 
and  comfortable  driving  position. 

All  controls  are  within  easy 
reach.  The  tachometer  and  speed- 
ometer and  all  ancillary  instru- 
ments are  large,  well-marked  and 
totally  visible— set  in  a  dashboard 
that  curves  out  to  meet  the  driver. 

THE  ONLY  STANDARD 
4-SPEED  IN  ITS  PRICE  CLASS. 

To  the  automotive  enthusiast, 


shifting  up  through  the  gears  is 
an  experience  that  borders  on  the 
esthetic. 

But,  pleasure  aside,  there  is 
simply  no  more  efficient  way  to 
operate  a  car  than  with  a  manual 
transmission. 

And  it  is  particularly  significant 
that— while  a  three-speed  automatic 
transmission  is  available  as  an 
option-the  BMW  733i  is  the  only 
sedan  in  its  rarified  price  class  that 
offers  a  four-speed  manual  trans- 
mission as  standard  equipment. 

Impressive?  No  less  so  to  the 
normally  cynical  experts.  The  edi- 
tors of  Road  &  Track  magazine, 
after  carefully  reviewing  the  alter- 
natives, have  unequivocally  named 
the  BMW  733i  the  best  luxury 
sports  sedan  in  its  class. 

If  the  thought  of  owning  the 
BMW733i  intrigues  you,  phone 
your  nearest  BMW  deal-^^Efe^ 
er  and  he'll  arrange 
a  thorough  test  drive  at  WM 
your  convenience.  ^MJ? 

THE  ULTIMATE  DRIVING  MACHINE. 

Bavarian  Motor  Works,  Munich,  Germany. 


)  1979  BMW  of  North  America.  Inc.  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Werke,  A  G 


festern  creditors  are  being 
Meeting  Poland's  debt. 


asked  to  delay 


Comrade,  can  you 
spare  a  dime? 


By  Fern  Schumer 


he  Communist  government  of  Po- 
land has  its  hands  out  to  Western 
bankers.  The  Poles  already  owe 
billion  in  medium-  and  long-term 
s    to    Western    creditors,  mostly 
nee,  Germany,  the  U.K.  and  the  U.S., 
which  $4  billion  in  hard  currency  is 

ing  due  this  year. 
'The  Poles  wiil  have  to  reschedule  in 
form  or  another,"  says  Vice  Presi- 
t  Walter  Baranetsky  of  New  York's 
rgan  Guaranty  Trust  Co.  "The  Poles 
bably  would  not  ask  the  private  sector 
direct  rescheduling.  They  could  ask 
new  loans,  which  has  the  same  effect 
is  generally  more  acceptable  in  bank- 
circles." 

Dver  the  years,  the  Red  bloc's  financial 
ird  has  been  good.  They  might  quibble 
3ut  the  small  print  and  squeeze  the  last 
pp  of  borscht  out  of  a  deal,  yet  they  still 

f  UP- 

iut  if  Poland  and  other  East  European 
jtions  are  having  trouble  now,  they'll 
tin  deeper  trouble  in  a  few  years,  when, 
Wording  to  the  Central  Intelligence 
jency,  the  Soviet  Union  can  no  longer 
pply  them  with  oil.  Turning  to  OPEC, 
\i  East  European  bloc  would  have  to 
ert  its  limited  supply  of  hard  currency 
m  badly  needed  imports  and  the  re- 
ment  of  debt. 

t  any  rate,  the  Poles  can't  pay  now. 
.  institutions  own  15%  to  20%  of  the 
ish   debt   to  private   banks.  "The 
est  guessing  game  is  how  much  they 
t  this  time,"  says  Robert  Richards, 
istant  vice  president  for  Manufactur- 
Hanover  Trust  Co.  "There's  specula- 
n  as  far  away  as  Wisconsin  that  they'd 
another  jumbo  credit." 
ey  may  get  it  easily.  "I  don't  see  the 
ncial  market  lacking  confidence  or 
ing  away  from  Poland,"  says  an  Ad- 
istration  official  who  follows  Polish 
irs.  "That's  because  the  spread  for 
and  is  becoming  more  attractive." 
at  means  they  pay  high  interest  rates 


and  fees,  something  a  banker  can't  resist 
even  if  he  has  a  hard  time  collecting  on 
the  loan.) 

New  loans  and  rollovers  aren't  unusual 
in  international  finance,  of  course,  but 
it's  one  thing  to  expand  credit  to  a  nation 
with  a  sound,  growing  economy,-  it's 
something  else  when  the  borrower 
shows  signs  of  economic  mismanage- 
ment. And  the  word  is  that  Poland  isn't 
looking  good.  If  present  trends  continue, 
its  economy  this  year  will  show  little  or 
no  growth.  House  building  is  down  11% 
from  last  year.  Rolled  steel  products  and 
copper  are  well  below  planned  targets. 
Industrial  production  of  retail  goods 
didn't  increase  in  the  first  six  months  as 
compared  with  the  same  period  last  year. 
Consequently,  with  little  to  buy,  savings 
grew  by  almost  12%. 

The  Poles  have  been  trying  desperately 
to  shore  up  their  economy  by  imple- 
menting crash  programs  to  relieve  food 
and  housing  shortages,  pushing  produc- 


tion of  coal  and  copper,  expanding  ex- 
ports and  belt-tightening  on  imports. 

The  trade  balance  improved  somewhat 
during  the  first  half  of  the  year.  But  im- 
port spending  will  grow  in  coming 
months  as  the  harvest  shows  how  much 
grain  must  be  imported  from  the  West. 
The  bureaucrats  are  trying  to  turn  last 
year's  trade  deficit  into  a  surplus  by  the 
early  Eighties  by  limiting  imports.  As  a 
result,  industry  is  having  to  go  without 
materials  and  equipment  it  needs.  Polish 
exports  don't  do  well  in  the  competitive 
world  market. 

In  the  last  decade,  Poland  has  pushed 
for  rapid  industrialization  and  improved 
living  standards.  It  imported  Western 
technology  and  equipment  with  attrac- 
tive credits  made  available  by  eager 
Western  exporters.  But  the  growth  of 
exports  to  the  West  couldn't  keep  pace 
with  sharply  rising  import  growth  and 
mounting  currency  debts.  Imports  were 
maintained  at  peak  rates  for  too  long. 
Worker  income  grew  rapidly  while  avail- 
able consumer  goods  increased  slowly. 
To  appease  workers,  food  prices  were 
kept  low  while  costs  rose,  production 
lagged  and  subsidies  soared.  Poor  har- 
vests pushed  up  agriculture  imports. 

In  attempting  to  gain  sympathy  from 
the  West  for  more  liberal  credit,  the 
Poles  haven't  hesitated  to  use  strong 
pressure.  They  say  their  quasi-indepen- 
dence  within  the  Eastern  bloc  would  be 
threatened  if  they  had  to  go,  hat  in  hand, 
to  the  Soviets  for  help.  Says  John  P. 
Hardt,  senior  specialist  for  Soviet  econo- 
my for  the  Congressional  Research  Ser- 
vice: "The  Poles,  in  appealing  to  Bonn, 
Paris  and  Washington,  present  them- 
selves as  a  Western  outpost  in  Eastern 
Europe.  Their  attitude  is,  'You  need  to 
help  us,  to  keep  us  afloat,  because  we're 
the  best  you  have  here.'  "  ■ 


Poland's  troublesome  debt 


Net  debt  (Sbillions) 


Trade  balance  (Sbillions) 


14 


12  — 


10 


'70  '71 


Trade  balance  with 
the  developed  West 


-0,5 


1.0 


1.5 


2.0 


-2.5 


3.0 


'76  '77  '78  '79 

Source.  CIA  and  Commerce  Department 
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MIMIIIIIIlilOllHIIllhliniinilllllll/llllllllllU.M! 


YOU'RE  LOOKING  AT  THE 


It's  called  the  Library  of  Congress. 

Ever\'  year  almost  a  million  new  books, 
icords,  films  and  other  pieces  of  information  arrive 
ere. 

Joining  a  collection  that  already  numbers 
ver  75  million  items. 

How  do  the\'  ever  keep  track  of  all  that? 
With  patience,  resourcefulness,  computers, 


and  millions  of  catalog  cards.  Cards  produced  with 
the  help  of  a  Xerox  electronic  printing  system. 

Information  about  each  new  title  is  entered 
into  a  computer.  The  Xerox  system  takes  this  infor- 
mation straight  from  the  computer.  Then,  using 
laser  beams,  it  prints  out  sheets  of  catalog  cards 
at  an  incredible  two  sheets  a  second. 

In  runs  of  one,  or  one  hundred  thousand, 


I  or  whatever  is  needed. 

All  of  which  is  important,  since  the  Library 
doesn't  just  print  these  cards  for  its  own  use.  It 
sends  them  out  to  as  many  as  100,000  other 
libraries,  all  over  the  country. 

Which  is  another  reason  the  Library  of 
Congress  uses  this  Xerox  information  management 
system. 


Because  the  worlds  largest  "In"  box  also 
happens  to  be  one  ot  the  worlds  largest 
"Out"  boxes. 

XEROX 

XEROX®  is  o  trademark  of  XEROX  CORPORATION. 


Attention,  Chrysler  Corp.:  Japan  is  bailing  Mit- 
sui &  Co.  out  of  its  Iranian  mess.  But  there  are 
differences  in  the  two  cases. 


Saving  skin 
but  losing  face 


By  Kathleen  K.  Wiegner 

It  was  1968,  and  Sueyuki  Wakasugi, 
then  a  top  official  of  Japan's  giant 
Mitsui  &  Co.,  was  driving  through 
the  hot,  barren  wastes  near  Abadan,  420 
miles  south  of  Tehran,  when  he  saw  jets 
of  natural  gas  flaring  from  the  distant 
oilfields.  How  nice,  Wakasugi  thought,  if 
that  wasted  gas  could  be  turned  into 
something  profitable  like  petrochemi- 
cals, using  Iranian  raw  materials  and 
Mitsui's  technology.  Thus  was  born  the 
most  ambitious,  expensive  and  embar- 
rassing overseas  investment  ever  under- 
taken by  a  Japanese  company — the  $3 
billion  petrochemical  complex  at  Bandar 
Shahpur  on  the  Persian  Gulf. 

Eleven  years,  two  oil  crises,  and  one 
revolution  later,  Mitsui's  desert  dream 
has  become  a  nightmare.  With  the  proj- 
ect 85%  completed,  construction  ground 
to  a  halt  in  March.  At  that  time  cost 
overruns  had  already  totaled  close  to 
$500  million.  Before  the  project  is  finally 
completed,  overruns  could  reach  the  $1 
billion  level.  That's  more  money  than 
even  $38  billion  (sales)  Mitsui,  Japan's 
second-largest  trading  company,  has  ly- 
ing around,  and  it  has  turned  to  the  Japa- 
nese government  for  help. 

Even  without  Bandar  Shahpur,  Mitsui 
has  been  having  its  problems.  It  suffered 
profit  declines  in  1978  and  1979,  primar- 
ily because  of  rapid  appreciation  of  the 
yen  and  business  problems  in  several  of 
its  related  companies.  For  this  fiscal  year 
estimates  are  for  a  sluggish  increase.  If 
Mitsui  has  to  write  off  its  investment  in 
Bandar  Shahpur,  it  will  cost  $68  million 
or  so  (representing  its  uninsured  share  in 
the  joint  venture  whose  other  owners 
include  Iran's  National  Petrochemical 
Co.  and  two  other  companies  in  the  Mit- 
sui "group").  The  $68  million  will  not 
break  Mitsui  but  it  could  be  a  severe 
blow  to  its  already  weak  profitability. 

And  its  pride.  The  Bandar  Shahpur  fi- 
asco has  caused  great  loss  of  face  for  the 
men  of  Mitsui — a  firm  whose  origins  go 


Construction  at  Bandar  Sbafjpur 
Saving  Japan's  Iranian  connection. 

back  to  the  1600s — and  no  executives  of 
the  company  would  talk  to  Forbes  about 
the  project.  But  off-the-record  conversa- 
tions with  Japanese  government  officials 
and  middle-level  Mitsui  managers  make 
it  clear  that  the  Japanese  government 
and  other  big  Japanese  firms,  albeit 
grudgingly,  will  eventually  step  in  and 
bail  Mitsui  out. 

There  is  a  mistaken  impression  in  the 
U.S.  that  "Japan,  Inc." — that  amalgam  of 
businessmen,  politicians  and  bureau- 
crats— steps  in  automatically  whenever  a 
big  Japanese  firm  is  in  trouble.  That's  not 
the  case.  The  business-government  rela- 
tionship is  close  but  not  monolithic.  Jap- 
anese companies  can  and  do  compete 
ferociously  against  one  another,  and  the 
government  won't  come  to  a  firm's  res- 
cue unless  it  is  convinced  that  a  high 
national  purpose  is  served  in  the  process. 
In  the  case  of  Bandar  Shahpur,  other  big 
Japanese  trading  firms,  notably  Mitsubi- 
shi and  Sumitomo,  have  been  reluctant 
to  see  too  much  help  go  to  their  rival 
Mitsui.  But  the  government  will  pitch  in 
because  it  is  convinced  that  the  collapse 
of  the  Bandar  Shahpur  project  would 
pose  a  severe  threat  to  larger  Japan-Iran 
relations  at  a  time  when  Japan  imports 
about  17%  of  its  oil  from  Iran. 


Mitsui  Chairman  Yoshizo  Ikeda 
approached  Japanese  Prime  Minister 
sayoshi  Ohira  for  help  last  Decerri 
Bandar  Shahpur  had  been  a  troubled  j 
ect  from  its  inception,  but  it  wasn't  ij 
then  that  Ikeda  realized  the  deteriora) 
political  situation  in  Iran  might  for] 
halt  in  construction.  Ikeda  asked 
Bandar  Shahpur  be  declared  "a  natii 
project,"  meaning  that  the  governrrj 
accepting  the  vital  nature  of  the  pe 
chemical  complex  to  the  Japanese  ec« 
my,  would  use  its  political  pull  to  see 
project  through  to  completion. 

At  first,  the  government  turned  II 
down,  reportedly  because  it  did  not  v 
to  set  a  precedent  for  bailing  out  Japa: 
companies  whose  direct  investment 
into  trouble  abroad.  Normally,  "nati* 
projects"  are  so  designated  from  the 
ginning,  and  by  their  very  nature  invi 
a  large  number  of  companies.  Mitsu 
was  felt,  had  acted  "independently"  i 
according  to  Japanese  standards,  \ 
undue  haste  (committing  to  the  pre 
after  only  three  years  of  feasibility  si 
ies).  The  government  also  realized 
Mitsubishi,  Japan's  largest  trading  ci 
pany  and  Mitsui's  main  rival,  and  Su 
tomo,  another  powerful  group,  both 
plans  for  giant  petrochemical  plant 
their  own — in  Saudi  Arabia  and  Sii 
pore.  The  300,000-ton  ethylene  p 
which  would  be  the  heart  of  Bat 
Shahpur  could  well  soak  up  most  of i 
demand  for  petrochemicals  in  Asia  cj 
it  was  completed.  Mitsubishi's  prd 
was  particularly  sensitive  as  it  aire) 
had  been  promised  "national  proji 
status,  once  studies  were  approved 
designation  some  Mitsui  people  feel 
a  result  of  Saudi  pressure  on  the  Japan 
government. 

By  March,  Mitsui  found  it  impossi 
to  keep  construction  going  in  Iran.  " 
company  was  hoping  (with  interest 
loans  running  at  $450,000  a  day)  foi 
early  resolution  of  the  situation,  bu 
was  soon  clear  that  only  additional  m 
ey — and  government  support — cc 
save  Bandar  Shahpur.  This  time,  v 
Iranian  oil  shipments  to  Japan  cut  in  1! 
the  Japanese  government  was  preps 
to  listen. 

What  does  Mitsui  want  from  its  g 
ernment?  Essentially  up  to  $225  mill 
in  long-term,  low-interest  loans  from 
Overseas  Economic  Cooperation  Funi 
semigovernmental  organization  esi 
lished  to  help  Japanese  projects  in  de' 
oping  countries.  In  addition,  Mi} 
wants  the  Iranians  to  put  up  anot 
$225  million. 

To  get  this  Japanese  government  m 
ey,  Mitsui  also  must  convince  other  Ja 
nese  companies  to  invest,  as  no  pro] 
undertaken  by  a  private  company 
qualify  as  a  national  project.  Mitsui 
asked  over  70  other  Japanese  companl 
including  a  syndicate  of  20  banks,; 
throw  in  about  $23  million  or  so,  larg 
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Chances  are,what  you 
know  about  Bell  &  Howell 
is  now  out  of  date. 

At  one  time,  you  probably  thought  you  knew  about  Bell  & 
Howell.  But  certain  developments  may  have  left  you  unaware 
about  what  we  really  are. 

The  fact  is,  we've  been  making  significant  moves  for  some 
time  to  selectively  improve  our  position  in  information  systems 
businesses  and  discontinue  our  involvement  with  those  present- 
ing less  growth  potential. 

What  really  has  emerged  is  a  new  Bell  &  Howell,  active  in 
new  growth  businesses  that  emphasize  new  technologies.  In  our 
Specialized  Business  Equipment  line,  we  are  already  one  of  the 
"big  three"  microimagery  companies  and  a  leader  in  the  develop- 
ment of  automated  mail  and  remittance  handling  systems. 
In  our  Learning  Systems  and  Materials  line  of  business,  we  are 
pioneering  the  development  of  video  systems  and  services  and  are 
offering  new  audio-visual  technologies.  In  our  Instrumentation 
business,  we  are  advancing  the  state  of  the  art  in  industrial  and 
scientific  products.  And  across  the  board,  we  are  becoming 
increasingly  international  in  manufacturing  and  market 
development. 

Today,  all  our  activities  have  one  thing  in  common.  They 
help  business,  industry  and  government  process,  manage, 
control  and  utilize  information  productively. 

Which  means  the  true  picture  of  Bell  oves  forward 

&  Howell  today  is  of  a  developer  Bell^oWf0n^iexns 

and  supplier  of  information  systems  ininfarniai%  * 

for  work,  education  and  entertain-  *: 

ment.  And  any  other  view  of  us  is  f 

behind  the  times.  : 


****** 


Donald  Frey,  Chairman  of  the  Board  and  Chief  Executive  Officer,  Bell  &  Howell 


If  you  would  like  to  know  more  about  what  the  new  Bell  &  Howell  is  doing  today,  call  or  write  James  Ritchie,  Director  of  Corporate 
Relations,  Bell  &  Howell,  7100  McCormick  Road,  Chicago,  Illinois  60645  (312)  673-3300. 
®  BELL e.  HOWELL  Information  systems  for  work,  education  and  entertainment 


PUT  IT  TO  WORK 
FOR  YOU. 


TOUGH  CHEVY  VAN.  Built  tough  for  tough  jobs.  Tough  and 
big  for  payloads  of  up  to  4335  lbs.  And  for  long  items  of  up  to  174  inches. 
To  help  get  those  big,  heavy  loads  aboard,  it  has  a  sliding  side  door 
and  a  rear  door  opening  that  s  bigger  than  the  nearest  sales  competitor's. 

Put  a  tough  Chevy  Van  to  work.  It'll  do  the  job.  Available  in  both  110" 
and  125"  wheel  base  models.  Many  dealers  can  arrange  leasing,  too. 


A  TOUGH  RECORD  TO  BEAT. 

Duly  trucks  and  commercial  vans  in 
the  ten  most  recent  years  recorded 
Aere  still  on  the  |0b  (Based  on  R  L 
Polk  &  Co  mode!  year  registrations 
through  July  I,  1978  1979  statistics 
not  available  at  time  ot  printing  ) 


Hodm 

fan's 

rjlipl 


Side  door  opening  i 
44.2"  wide,  49.2"  high. 


BUILT  TO  STAY  TOUGH 


Etssure  government  support.  Given  the 
Bestuous  nature  of  Japanese  business, 
'l:sui  is  certain  to  get  this  support. 
I| ny  of  the  companies  are  either  part  of 
1  Mitsui  group  (such  as  Taisho  Marine 
!§j:ire  Insurance  and  Japan  Steel  Works) 
llhave  contracts  for  work  on  Bandar 
j.  hpur.  No  company  (even  rival  Mitsu- 
iri)  wants  to  be  remembered  as  having 
Iised  to  help  a  company  as  powerful  as 
l:sui  in  its  time  of  need — particularly 
I;e  the  amount  of  money  coming  from 
Eh  company  has  been  kept  small, 
lb  help  with  dealing  with  the  govern- 
I  nt,  Mitsui  brought  out  of  retirement 
iiei  Yamashita,  a  former  vice  minister 
i:he  Ministry  of  International  Trade 
\m  Industry  (MITI)  and  at  one  time  one 
Japan's  most  powerful  bureaucrats,  to 
id  up  the  Iran  Chemical  Development 
Iporation  (ICDC),  which  represents 
1  sui  in  the  joint  venture. 
By  August  MITI  had  been  won  over 

I  the  Ministry  of  Finance  was  still 
■ting  over  some  financing  details.  In 
fitember  the  government  did  send  a 
■sion  to  Iran  to  discuss  money  as  well 
■Bousing  for  the  more  than  3,000  Japa- 
k  workers  at  Bandar  Shahpur  who  had 
Imp.  living  in  houses  without  water.  Re- 
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ij  Bandar  Shahpur  fails,  the 
ingest  loser  will  be  the  gov- 
E  i merit,  which  has  insured  it 
tief  provided  low-cost  loans. 

lltedly  the  mission  has  also  been  talk- 

II  to  Iran  about  increasing  its  oil  im- 
jilvS  to  Japan — with  those  talks  tied  to  a 
Ifcessful  conclusion  of  the  Bandar 
lllhpur  question. 

Hlthough  now  supporting  the  Bandar 
llhpur  project,  some  MITI  officials  feel 
■I  it  does  not  have  a  bright  economic 
■Ire.  If  Bandar  Shahpur  fails,  the  big- 

II  loser  will  be  the  government,  which 

III  insured  the  project,  provided  low- 
It  loans  to  both  Mitsui  and  the  Iran- 
■I  and  wants  good  relations  with  Iran 
Insure  a  steady  flow  of  oil. 

If)  barring  a  complete  collapse  of  talks 
In  the  Iranians,  Mitsui  should  be  back 
■lie  project  in  full  force  by  next  March. 
I|  please  don't  refer  to  it  as  Bandar 
IJipur;  it's  Bandar  Kliomeiiii  now. 
•    •  • 

•Ire  there  parallels  between  Japan's 
■ling  out  Mitsui  and  Chrysler's  plea  for 
jujfrom  the  U.S.  government?  Only  su- 
Itcial  ones.  With  Bandar  Shahpur  the 
llnese  government  is  salvaging  a  proj- 
II  it  regards  as  essential  to  Japanese 
lijign  policy  and  to  Japan's  energy  sup- 
*)'  But  in  the  Chrysler  case  the  question 
■whether  a  company  that  could  not 
He  it  in  the  marketplace  should  be 
■served  intact  to  save  some  jobs.  The 
llnese  tend  to  pay  more  attention  to 
Ije  distinctions  than  Americans.  ■ 
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Robertshow's  new 
electronic  pilot 
ignition  system 
saves  energy  in 
new  and  old 
gas  furnaces. 


Lighting  the  pilot  only  when  the  thermostat  calls  for  heat,  the  new  Uni- 
Logic  pilot  ignition  system  saves  on  fuel  used  by  gas  heating  furnaces. 
Robertshaw  s  newest  design  with  plug-in  features  makes  it  easier  to 
install  this  automatic,  cost-efficient  control  on  OEM  as  well  as  most  exist- 
ing gas  heating  equipment. 

Controlsand  control  systems  to  cut  energy  costs  in  homes,  commerce 
and  industry  are  prominent  among  the  10,000  Robertshaw  products 
manufactured  and  marketed  worldwide.  For  energy  economy  answers, 
write  to  Robertshaw  Controls  Com- 
pany, Dept.  TCMR  PO.  Box  26544, 
Richmond, VA  23261.  Or  call  804/ 
281-0700.  Exports:  call  Robertshaw 
International  Operations,  804/ 
285-4161. 

mmmama—mmimmmammmmma—mammmXte  Energy  Control  Company, 


01ioheu\Freeman 


The  worldly  look: 
International  Club  Suits 


For  the  man  accustomed  to  the 
best  the  world  can  offer,  his 
choice  of  clothing  is  invariably 
the  International  Club  Suit. 

The  fabrics  are  culled  from  the 
finer  efforts  of  the  world's  great 
mills,  in  the  season's  favored 
colors  and  patterns. 

Hickey-Freeman  enhances 
them  with  thousands  of 
hand-sewn  silken  stitches  to  create 
a  natural  mobility  and  lasting 
perfection  of  line. 


NCNB  did  wild  things  and  the  analysts  made 
it  a  glamour  stock.  Now  it  does  sensible 
things,  but  the  analysts  love  it  not. 


Will  NCNB 

rise  again? 


By  Allan  Sloan 


CAN  A  FADED  GLAMOUR  STOCK  ever 
come  back?  NCNB  Corp.  hopes 
so.  Six  years  ago  NCNB,  based  in 
Charlotte,  N.C.,  was  Wall  Street's  favor- 
ite bank  company.  It  sold  at  25  times 
earnings  and  4  times  book  value,  one  of 
the  highest  premiums  on  The  Street.  But 


NCNB  had  big  problems — some  low- 
quality  loans,  a  heavy  reliance  on  short- 
term  funds  and  a  certain  corporate  hu- 
bris— that  surfaced  all  at  once  when 
money  got  tight  in  1974.  Its  stock  col- 
lapsed. It  started  the  year  at  40  and  ended 
it  at  8.  Was  that  any  way  for  a  bank  stock 
to  act?  Even  in  1974? 

After  years  of  pounding,  NCNB  is  ris- 


\CNB  Chairman  Tom  Storrs 

"I  shouldn't  have  had  to  learn  it  again.' 


ing  again.  Its  1979  earnings  will  probaljl 
be  around  $2.45  a  share,  a  record,  pl)l 
another  12  cents  for  a  nonrecurring  gail 
Next  year,  earnings  will  probably  be  evil 
higher.  In  1973,  the  year  investors  pal 
as  much  as  42'/s  for  NCNB  stock, 
earnings  were  $1.55.  These  days,  despjl 
its  increasing  earnings,  NCNB's  stdl 
has  languished.  At  a  recent  price  of  abql 
15,  NCNB  is  selling  at  a  bit  over  si 
times  its  most  recent  12-month  eaill 
ings,  almost  exactly  the  industry  awl 
age.  Meanwhile,  regional  bank  glamol 
and  high  P/Es  have  moved  on  to  placl 
like  Texas  and  Florida,  leaving  Noril 
Carolina  behind. 

But  the  absence  of  a  lofty  multiple  da 
not  obscure  the  fact  that  NCNB,  tl 
Southeast's  largest  bank  company,  is  i 
sounder  than  it  was  during  the  days  whi 
it  was  a  hot  stock.  Six  years  ago  NCN! 
main  subsidiary,  North  Carolina  Nation 
Bank,  had  an  average  of  9%  of  its  loi 
portfolio  in  construction  loans,  which  a 
inherently  high  risk.  NCNB's  mortga 
company  had  about  $200  million  more 
them.  These  high-rate,  high-risk  loaj 
allowed  NCNB  to  post  ever-higher  eaij 
ings,  and  increasing  leverage  allowed 
company  to  pump  up  return  on  equ| 
But  return  on  assets — the  single  mi 
important  measure  of  a  bank  compa: 
profitability — declined  from  0.95% 
1971  to  0.77%  in  1973,  even  though  e, 
ings  increased  steadily.  Now  return  c 
assets  is  rising,  and  construction  loans  a 
under  4%  in  the  bank  and  $50  million  i 
the  mortgage  company. 

The  key  to  NCNB's  resurgence  is  th 
its  top  management  admitted  to  itse 
that  it  had  been  sloppy  in  1973  am 
Scarlett  O'Hara-like,  vowed  it  won 
never  be  sloppy  again.  "The  problem  isi 
lived  in  the  Thirties,  and  I  shouldn't  hai 
had  to  learn  it  again,"  says  NCNB  Chai 
man  Tom  Storrs,  61,  ruefully.  "In  1971 
73,  it  seemed  you  heard  about  stranj 
things  in  the  banking  industry,  and  yc 
shook  your  head  and  wondered  aboi 
them,  but  you  didn't  stop  them." 

With  the  Southeast  in  a  massive  builj 
ing  boom,  with  rapid  diversification  (f 
cilitated  by  a  high  stock  price  that  mac 
purchases  less  costly)  and  soaring  profit 
NCNB  felt  in  1973  that  it  would  own  ti 
world.  Recalls  one  executive  who  joint 
NCNB  during  its  glory  days:  "I  weJ 
home  and  told  my  wife,  'Honey,  l'y 
never  seen  so  many  people  who  can  waJ 
on  water.'  "  Not  entirely  joking,  NCN 
took  to  calling  Citicorp  "the  NCNB 
the  North." 

Then  came  1974.  Foreseeing  that  ratt 
would  drop  during  the  year,  NCNB  loai 
ed  up  on  fixed-rate  loans,  planning  1 
fund  them  with  increasingly  cheap  con 
mercial  paper.  Instead,  rates  soarei 
Then  loans  started  going  sour:  big  re 
estate  loans,  textile  companies  that 
hung  with  a  suddenly  obsolete  doub. 
knit  fabric  business  and  mobile-horn 
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Miper  that  turned  out  so  badly  NCNB  at 
ie  point  had  1,000  trailers  lot  sale, 
len  there  was  the  $15  million  North 
il  irolina  National  Bank  had  lent  to  Tri- 
l||)uth  Mortgage  Investors,  a  REIT  spon 
I  red  by  NCNB  and  two  other  southeast 
jfjn  banks. 

I  Surveying  the  wreckage  from  its  new 
■O-story  office  building  (which  opened 
I  st  in  time  for  the  debacle),  NCNB  de- 
Jed  to  hold  weekly  meetings  ot  top 
impany  management  to  talk  about  the 
tort  term  future  a  sort  ol  "what  il" 
scussion  "Our  exposure  to  what  il  was 
ibstantially  greatei  than  we  realized/' 
ys  Storrs.  With  these  meetings,  NCNB 
p  management  now  gets  a  picture  ol  all 
•rporate  activities — something  Storrs 
ys  was  missing  in  1973. 
To  make  sure  that  it  wouldn't  get  clob 
•red  in  the  commercial  papei  markets 
am,  NCNB  in  1974  wisely  began  culti 
ting  regional  sources  ot  paper.  NCNB 
resident  William  I  )ougherty  )r.,  48,  says 
CNB  is  selling  an  average  of  $200  mil 
\m  worth  ot  paper  in  its  region,  and 
st  $80  million  ("enough  to  keep  a 
cscncc")  in  the  national  market.  The 
ition.il  paper  costs  NCNB  more  than 
e  regional  paper,  but  Dougherty  (pro- 
ltinced  DOCK  city)  says  selling  in 
e  national  market  is  insurance.  The 
ost  important  insurance,  ot  course;  is 
e  paid  tor  bank  lines  ot  credit  back- 
ig  up  the  paper. 

Ni  'NB  has  been  .i  little  lucky,  loo  A 
ar  ago,  it  decided  interest  rates  would 
ie  sharply,  so  it  paid  what  seemed  to  be 
fiigh  price  to  tie  up  consumer  CD  mon- 
.  Even  if  rates  went  down,  NCNB  tig- 
ed,  it  couldn't  be  burned  too  badly, 
lough  some  of  that  shortei  term  con- 
mer  money  is  now  being  rolled  over  at 
gher  rates,  it  still  leaves  a  nice  spread, 
icn  there  was  NCNB's  big  1974  debt 
>ue,  just  before  things  went  to  pieces  in 
jay:  "We  got  $75  million  of  8%%,  25- 
ar  money  in  February  1974,"  says 
prth  Carolina  National  Bank  President 
lugh  McColl  Jr.,  44.  "The  next  month, 
e  market  fell  out  of  bed,  but  we  had  our 
oney."  With  $75  million  ol  X  Vs%  mon 
if  and  a  prime  rate  five  points  higher, 
icColl  cackles,  "It's  like  shooting  quail 
the  ground." 

Even  though  NCNB  no  longer  plays  the 
rcn  song  ot  eternal  earnings  growth— 
'74  shattered  that  forever — it's  still 
:en  trying,  in  a  small  way,  to  get  its 
ock  up.  In  June,  for  example,  NCNB 
oved  its  stock  from  tin-  0  t  c  market  to 
c  New  York  Stock  Exchange.  The  rea- 
n,  Storrs  said,  was  to  make  the  stoc  k 
ore  attractive  to  foreign  investors, 
hat  is  NCNB's  corporate  goal  these 
ys?  "We  would  like  to  be  I  think  we 
e — the  dominant  financial  company  of 
e  Southeast,"  Storrs  says.  That's  hard- 
ilu  same  thing  as  being  the  darling  of 
all  Street,  but  it's  something  that  can 
5t  much  longer.  ■ 


AN  IRISH  MIST 
SETTLED  OVERTHE 
EVENING. 


The  hills  roll  forever.  The  lakes  radiate  light 
The  dew  kisses  each  morning.  The  mist  settles  every 
evenipg.  You  can  taste  it  all,  and  more, 

Irish  Mist  is  the  legendary,  centuries  old  drink 
made  from  all  this  and  sweetened  with  just  a  wisp 
of  heathei  honey.  Irish  Mist  can  he  enjoyed 
anytime,  or  place,  or  way:  on  die  rocks;  neat;  or 
mixed  with  anything  you  like. 

It's  a  pleasing  land.  It's  a  pleasing  drink. 

IRISH  MIST 
THE  LEGENDARY  SPIRIT 

Imported  hull  Mist  <H>  Liqueur,  80  I'roof.  tfj  197R  Heublein,  lm  ,  Harffori.1,  Cum.,  U 
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Made  in  Scotland 


A  merican  industry  grossed  over  $4  billion  in  Scotland  last  year. 

/  \  Making  everything  from  construction  equipment  to 
i\  computer  chips.  And  using  Scotland  as  a  market  base  to 
reach  260  million  Europeans. 

Multinationals  like  General  Motors,  National  Semiconductor  and 
Burroughs.  Just  three  of  the  200  U.S.  companies  already  prospering 
in  Scotland.  Employing  15%  of  the  Scottish  industrial  workforce. 
Exporting,  on  average,  49%  of  their  production.  And  with  current 
Scottish  expansion  programs  totalling  over  $350  million. 
But  there's  plenty  of  room  for  more.  With  the  resources  and  financial 
muscle  to  help  incoming  industry,  the  Scottish  Development  Agency 
can  talk  straight  about  your  company's  potential  in  Scotland. 
About  land,  finance,  factories,  labor,  markets,  energy,  transport. 
Everything  you  need  to  make  Scotland  work  for  you.  You  don't  have 
to  be  a  giant  to  cash  in  on  Scotland.  We're  as  interested  in  smaller 
companies  as  we  are  in  major  corporations. 
Write  for  full  illustrated  material  on  doing  business  in  Scotland, 
or  call  us  at  New  York  (212)  867  1066. 


Scottish  Development  Agency 


General  Motors 


N,  iIh  ii  i.il  Sen  hi  i  ii  ii  li  ii  li  ii 


Scotland -The  strategic  market  base  in  Europe. 

9  West  57th  Street,  New  York.  NY  10019.  Tel:  (212)867  1066. 

Head  Office,  120  Bothwell  Street,  Glasgow,  G2  7JP,  Scotland. 
Telephone  (041)  248  2700   Telex  777600. 


This  material  is  published  by  the  Scottish  Development  Agency,  9  West  b /th  Street.  New  York,  NY  10019  which  is  registered  urn  In 
the  Foreign  Agents  Registration  Act,  as  an  agent  of  the  Scottish  Development  Agency,  Glasgow,  Scotland  This  material  is  tiled  with 
the  Department  ot  Justice  where  the  required  registration  statement  is  available  lor  public  inspection  Registration  doc.  not  Indji  8te 
approval  ol  this  material  by  the  United  States  Government 


Hart  Schaffner  & 
Impression 


Heritage®  Cloth  suit.  Dacron®  polyester  and  wool  worsted. 
From  the  Metropolitan  Collection. 

Hart  Schaffner  &  Marx 

36  South  Franklin  Street,  Chicago,  Illinois  60606.  c  1 979  Han  services  mc 


The  Streetwalker 


Penn  Central  has  attracted  savvy  minds  as 
ifferent  as  T.  Rowe  Price  and  Saul  Steinberg, 
hy  is  the  stock  so  weak? 


It  comes  in  all 
shapes  and  sizes 


By  Robert  J.  Flaherty 
and  Alyssa  A.  Lappen 

ij  a  generally  strong  stock  market, 
jinn  Central  Corp.  common  has  been 
bpping  like  a  stone.  This,  of  course,  is 
|e  "new"  Penn  Central,  created  as  a 
ipmising  conglomerate  out  of  the  non- 
ilroad  assets  of  the  once-mighty  rail- 
lad.  It  sold  as  high  as  22 Vi  earlier  this 
jar  but  has  since  dropped  about  five 
lints  on  heavy  volume. 
IThe  new  Penn  Central  is  a  going  con- 
Jrn.  T.  Rowe  Price,  the  investment  sage 
jj  Baltimore,  recently  added  it  to  his 
pdel  portfolios  (Forbes,  July  23).  "I 
knk  Penn  Central  is  going  to  make  a 
tful  of  money,"  Price  says.  His  opinion 
;  echoed  in  New  York  by  Reliance 
oup's  Saul  Steinberg.  As  personalities 
d  money  managers,  Price  and  Stein- 
rg  could  not  be  more  different,  but 
zy  agree  on  Penn  Central.  Steinberg 
s  had  Reliance  buy  about  1.8  million 
ires  of  PC  common  on  the  open  mar- 
t.  "Look  at  their  tax  shelter,"  Stein- 
rg  enthuses,  pointing  to  the  multibil- 
n-dollar  tax  credit  from  the  old  rail- 
id.  Whereas  the  typical  company  gets 
keep,  maybe,  50  cents  on  every  dollar 
earns,  "Penn  Central  will  keep  100 
its  on  the  dollar  for  the  foreseeable 
aire.  They'll  get  stronger  and  richer." 
So  why  has  the  stock  been  going  south 
lile  the  market  is  heading  north?  We 
it  the  question  to  Randall  Smith,  the 
/vy  bankruptcy  analyst  who  follows 
t  company  for  Bear,  Steams  &  Co., 
d  a  bull  who  agrees  with  Price  and 
:inberg.  He  blames  the  dismal  action 
the  stock  on  three  factors: 
1 )  It  pays  no  dividend  and  is  unlikely  to 
in.  With  carrying  costs  of  margin  ac- 
ants  now  at  14%  and  more,  many  in- 
itors  are  selling  nondividend-paying 
>cks  out  of  their  margin  accounts. 
I)  In  the  reorganization,  most  of  the 
mmon  was  given  to  banks  and  insur- 
ce  company  creditors  of  the  old  com- 
ny.  They  do  not  feel  comfortable  with 
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a  speculative,  nondividend-paying  stock. 
So,  huge  blocks  hang  over  the  market. 

3)  Some  investors  worry  there  will  be 
dilution  from  the  convertible  preferred 
soon  to  be  offered  for  Houston's  Mara- 
thon Manufacturing  Co. 

Nevertheless,  Smith  likes  the  stock 
and  is  recommending  it. 

Like  Steinberg,  he  sees  a  tax-sheltered 
cash  flow  that  will  grow  year  by  year, 
created  out  of  acquisitions.  This  year,  for 
example,  PC  will  report  as-if-taxed  earn- 


ings of  over  $2.50  from  its  energy,  real 
estate  and  recreation  investments,  but 
will  actually  sock  away  more  than  $5  a 
share  untaxed.  Every  time  it  acquires  a 
taxpaying  company,  it  almost  doubles 
that  company's  earnings  by  wiping  out 
its  future  taxes. 

Take  the  recent  deal  struck  by  Penn 
Central  Chairman  and  CEO  Richard 
Dicker  to  acquire  Marathon  Manufactur- 
ing ($406  million  revenues).  Dicker  of- 
fered to  pay  $340  million — about  1 1  times 
earnings.  A  stiff  price?  Yes,  but  because 


Penn  Central  will  not  have  to  pay  on  the 
earnings,  and,  the  earnings  of  this  off- 
shore drilling  rig  conglomerate  are  grow- 
ing, the  real  price  is  less  than  six  times 
estimated  1979  earnings.  (Marathon  may 
earn  $60  million  pretax  this  year.)  Allow- 
ing for  modest  growth  in  profits,  Mara- 
thon should  pay  for  itself  out  of  earnings 
in  about  five  years.  Not  bad. 

Marathon  will  form  a  new  Penn  Cen- 
tral subsidiary.  Its  $354.4  million-a-year 
energy  group  includes  Edgington  Oil  Co. 
and  Buckeye  Pipe  Line  Co.  The  $174.6 
million-a-year  recreation  business  in- 
cludes GSC/Six  Flags  amusement  parks. 
The  $138.1  million-a-year  Arvida  Corp., 
primarily  a  real  estate  developer  and  op- 
erator, owns  Florida  property,  including 
the  Boca  Raton  Hotel  &  Club. 

"We're  after  even  bigger  game  than  | 
Marathon, "  says  Dicker,  who  will  pay  up 
to  45%  in  cash  (some  of  which  may  be  I 
borrowed  against  Marathon's  assets)  and 
55%  in  a  new  Penn  Central  convertible 
preferred  for  Marathon. 

The  tax  credit,  which  makes  all  this 
possible,  is  in  the  $1  billion  to  $2  billion 
range — a  minimum  of  $43  on  each  of 
PC's  23.1  million  shares.  That's  why 
some  pretty  smart  people  think  the 
stock  is  a  great  long-pull  speculation.  At 
recent  prices  PC's  outstanding  common 
shares  had  a  combined  market  value  of 
only  about  $400  million.  The  tax  shelter 
alone  must  be  worth  more  than  that. 

Risks?  There  are  plenty.  Much  de- 
pends upon  the  skill  shown  by  Chairman 
Dicker — a  former  life  insurance  execu- 
tive— in  making  acquisitions.  If  he  over-  ' 
pays,  buys  bad  companies  or  fails  to  build 
a  strong  management  team  (he  is  65),  he 
could  blow  it.  But  Dicker  is  sharp  with 
figures  and  has  a  supple  mind.  He  was 
one  of  the  masterminds  of  the  Penn  Cen- 
tral reorganization,  which  accomplished 
in  just  8  years  what  even  the  optimists 
thought  would  take  20.  Dicker  is  a  dedi- 
cated man.  Most  Penn  Central  common 
went  to  the  old  company's  creditors  (the 
old  stockholders  got  only  1  new  share  for  ' 
25  old  ones)  and  he  seems  possessed  by  a 
burning  zeal  to  make  them  whole  again. 
•     •  o 

The  common  stock  is  but  one  of  the 
intriguing  ways  an  investor  can  play 
Penn  Central  redux.  Eleven  other  securi- 
ties emerged  from  the  bankruptcy — each 
with  its  own  risk  and  potential  rewards. 
These  securities  are  only  indirectly  a  call 
on  the  assets  of  the  new  operating  com- 
pany. They  are  essentially  claims  on  the 
old  railroad  property. 

All  of  these  new  securities — other  than 
the  common  stock — are  claims  on  two 
Penn  Central  programs,  the  Asset  Dispo- 
sition Program,  which  continues  to  sell 
real  estate  and  railroad  properties  and  the 
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Valuation  Case,  the  company's  lawsuit 
against  the  U.S.  government  over  the 
government's  seizure  of  the  best  railroad 
assets  of  the  old  Pennsylvania,  New  York 
Central  and  New  Haven  railroads. 

The  government  says  the  properties 
were  worth  only  about  $500  million — 
scrap  value.  Management  points  out  that 
book  value  was  $3.2  billion.  That's  quite 
a  spread.  The  matter  is  before  the  Special 
Court  but  it  has  urged  the  two  parties  to 
settle.  They  are  negotiating  and  the 
chances  are  good  that,  in  any  settlement, 
management  would  get  much  more  than 
the  government's  preferred  price. 

However,  assume  worse  comes  to 
worst  and  the  court  upholds  the  govern- 
ment. Even  then  there  are  compensa- 
tions. The  government  has  agreed  to  pay 
in  1987,  with  interest  at  8%  compound- 
ed annually  from  1976.  The  least  Penn 
Central  will  then  get  from  the  feds  is 
$1.2  billion.  That's  rock  bottom. 

If  you  want  to  shoot  craps  on  the  Valu- 
ation Case,  if  you  want  to  bet  that  man- 
agement will  get  a  healthy  settlement, 
there  are  several  ways  to  do  it. 

The  most  speculative  is  the  Certifi- 
cates of  Beneficial  Interest,  traded  over- 
the-counter.  These  pay  no  interest  and 
are  subordinate  to  the  other  securities 


that  must  be  paid  first.  Being  long  shots, 
the  certificates  trade  at  just  16  cents  on 
the  dollar.  If  Penn  Central  realizes 
enough  from  the  case,  the  certificates 
would  be  paid  off  at  par.  That's  over  six 
times  the  current  price!  It  is,  of  course, 
equally  possible  that  they  would  get  zero. 

Next  at  the  rear  of  the  line  for  the 
Valuation  Case  money  are  two  securities 
that  turn  on  a  good  many  security  ana- 
lysts: convertible  preferred  A  and  con- 
vertible preferred  B.  Both  are  listed  on 
the  New  York  Stock  Exchange,  where 
the  A  sells  for  around  $12,  and  the  B  for 
around  $6  a  share.  If  management  can 
get  over  $1  billion  from  a  settlement  of 
the  Valuation  Case  in  1983  or  as  low  as 
$800  million  at  the  bitter  end  in  1987,  it 
will  redeem  these  issues  at  $20  a  share:  A 
gets  $20  before  B  gets  a  penny.  Even  if 
the  case  doesn't  yield  enough,  preferred 
A  and  B  have  a  sinking  plan.  As  a  last 
resort  preferred  holders  can  convert  6.5 
preferred  shares  into  1  share  of  Penn 
Central  common — so  that,  even  if  there 
is  no  money  from  the  case,  the  preferreds 
will  not  be  worthless. 

If  you  want  to  play  somewhat  safer, 
move  over  to  the  NYSE  bond  section, 
where  two  other  new  Penn  Central  is- 
sues trade.  Both  are  due  in  1987 — which 


is  not  all  that  far  away.  Both  carry  \ 
coupons,-  but  neither  actually  pays  a 
interest  until  1981.  Of  issues  trad 
these  two  are  fairly  far  forward  in  line 
claim  some  of  the  Valuation  Case  p 
ceeds.  They  also  get  part  of  the  action 
continuing  liquidation  of  the  old  r; 
road's  real  estate.  A  good  chunk  of  the 
bonds  have  already  been  paid  off  out 
this  Asset  Disposition  Program,  a 
more  annual  redemptions  are  requirec 

The  A  bonds  sell  in  the  80s.  They  . 
regarded  as  almost  a  sure  thing  and  soi 
investors  are  using  them  as  a  means, 
turning  taxable  income  into  capital  ga: 
income  by  buying  these  discount  boc 
on  borrowed  money. 

The  B  bonds  are  much  riskier.  Hei 
their  price:  55'/2 .  But  they  too,  have  th 
appeal.  Starting  in  1981  they  will  p 
interest — which  means  a  cash  yield 
13%  on  their  current  price  plus  a  shot 
a  fat  capital  gain  at  maturity. 

Ahead  of  the  mortgage  bonds  are  v» 
ious  notes,  mostly  issued  in  payment 
tax  arrears.  Some  have  come  into  I 
market;  they  offer  a  handsome  yield  a 
a  chance  at  a  modest  capital  gain. 

There  it  is.  A  security  for  every  tast 
It  was  a  spectacular  bankruptcy.  It  will 
an  interesting  recovery.  ■ 


Name  your  game 

The  new  Penn  Central  Corp.  offers  investors  12  different  ways 
to  play  its  future.  The  first  1 1  securities  listed  below  are  ways 
to  get  a  piece  of  the  action  in  two  different  programs:  PC's 
multibilli  on  -dollar  lawsuit,  the  Valuation  Case,  against  the 

U.S.  government;  and  the  Asset  Disposition  Program,  the  sale 
of  real  estate  and  other  property  retained  by  the  reorganized 
company.  The  last  play,  the  common  stock,  is  a  bet  on  how 
successful  PC's  tax-sheltered  acquisition  program  will  be. 

Obligations 

Matures 

To  whom 
issued 

Recent 
price 

Face 
amount 
(mill  ions  | 

Interest  rate 
terms 

Amount  needed  to 
retire,  incl.  accrued 

interest  (millions) 
12/31/83  12/31/87 

Payments 
from 

Status,  if 
insufficient  func 

Trustees'  Certificates 

1/15/86 

various 

NT 

S  50.0 

7.05%  annually 

S  50.0 

valuation 

genl.  obligatioi 

Series  B  notes 

12/31/87 

U.S.  govt. 

NT 

358.8 

8.675%a 

516.2b 

$726b 

ADPC 
valuation 

genl.  obligatioi 

C-l  notes 

12/31/87 

tax 

authorities 

73% 

129.1 

8%d 

205.0 

278.7 

valuation 

convert  t 
other  note 

C-2  notes 

12/31/87 

various 

73% 

117.7 

8%d 

186.8 

254.1 

valuation 

cancelec 
no  obligatioi 

D  serial  notes 

12/31 '79 

tax 

authorities 

NT 

40.7 

7%e 

ADPC 
valuation 

genl.  obligatioi 

D  term  notes 

12/31 '87 

tax 

authorities 

71 

116.1 

7%e 

116.1 

116.1 

ADPC 
valuation 

genl.  obligatioi 

A  bonds 

12/31/87 

secured 
creditors 

83  % 

200.8 

7%  from  4/l/81e 

 f 

 f 

ADPC 
valuation 

genl.  obligatioi 

B  bonds 

12/31/87 

secured 
creditors 

55% 

203.8 

7%  from4/l/81e 

203.8 

203.8 

ADPC 
valuation 

convert  to  com 
mon,  1  shl$9> 

Preferred  shares  A8 

4/30'82-87 

super 
secured 

11% 

33.6 

7.08h 

 h 

valuation 

convert  to  com 
mon,  6Y2  for 

Preferred  shares  Bg 

4/30'82-87 

secured 
creditors 

6 

496.8 

496.8h 

397.8  h 

valuation 

convert  to  com 
mon,  6%  for 

Certificates  of  Bene- 
ficial Interest 

12/3187 

various 

16* 

183-2 

no  interest 

183.2 

183.2 

valuation 

canceled 
no  obligatioi 

Common  shares 

various 

17% 

a)  Interest  compounded  semiannually,  payable  Dec.  31,  1987. 

b|  Assume  $20  million  payment  on  principal  per  year,  from  1978  to  1981. 

c)  ADP  funds  are  to  service  instruments  until  Valuation  Case  is  settled. 

d)  Interest  compounded  annually,  payable  at  conclusion  of  Valuation  Case. 
Interest  on  C-l  and  C-2  notes  payable  before  principal. 

e)  Semiannual  interest  payment. 

f)  Annual  retirement  of  A  bonds  is  required.  It  is  possible  that  all  A  bonds 
will  be  retired  by  1983. 

g)  Preference  A  has  priority  over  Preference  B.  Both  redeemable  at  $20.  No 
dividends  or  preemptive  rights. 

h)  Assumes  5%  of  redemptions  made  each  Apr.  30,  1982  through  1987. 
ll  Traded  over-the-counter.         NT  =  Not  Traded. 
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Making  energy  that  makes  sense 
means  taking  advantage  of  all 
our  energy  options. 


At  Middle  South  Utilities, 
maintaining  a  diversity  of  fuel 
sources  is  the  most  sensible 
way  we  know  of  ensuring 
reliable  electric  energy  for  the 
future.  Someday,  America 
should  be  able  to  rely  on  a 
variety  of  new  sources  includ- 
ing synthetic  fuels,  fusion, 
geothermal  energy  and  solar 
power.  But  for  now,  to  support 
the  standard  of  living  to  which 
we  are  accustomed  and  pro- 
vide opportunities  for  improve- 
ment for  those  who  desire  it,  we 
have  to  rely  on  coal  and 
nuclear  power.which  are  avail- 
able to  our  country  in  relative 
abundance. 

In  the  meantime,  the 
Middle  South  companies  are 
backing  research  activities  to 
develop  new  fuels  such  as 


shale  oil,  tar  sands,  geopres- 
surized  methane  and  solvent- 
refined  coal.  We're  supporting 
solar  and  fusion  research.  But 
for  now  we  recognize  the  need 
to  depend  on  energy  sources 
that  we  know  will  work  for 
America. 

Nuclear  energy  has 
almost  limitless  potential— 
especially  when  our  nation 
begins  to  make  widespread 
use  of  the  breeder  reactor, 
which  produces  more  fuel  than 
it  consumes.  And  America's 
known  coal  supply  is  enough 
for  centuries. 

Nuclear  power  and  coal 
can  reduce  our  dependence 
on  diminishing  supplies  of  oil 
and  natural  gas  while  helping 
provide  adequate  amounts  of 
electricity— economically  and 
reliably.  A  single  1,200- 
megawatt  nuclear  unit  can 


provide  the  energy  equivalent 
of  600,000,000  gallons  of 
gasoline  per  year. 

Making  the  most  of  what 
we've  got  is  an  old  American 
virtue.  So  is  innovation.  At 
Middle  South  Utilities,  we're 
working  to  make  the  most  of 
nuclear  power  and  coal  now, 
and  to  develop  other  promis- 
ing energy  alternatives  for 
the  future. 

MIDDLE 
SOUTH  nH 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc. 


MAKING  ENERGY  THAT  MAKES  SENSE 


The  Southern  Pacific  Co.  is  property-rich  but 
earningspoor  Whafs  wrong? 


A  lot  of  assets, 
but  so  what? 


By  Nick  Galluccio 


San  Francisco's  $2.3  billion  (sales) 
Southern  Pacific  Co.,  parent  to  the 
nation's  third-largest  railroad,  has 
been  one  of  those  perennial  disappoint- 
ments— a  company  that  seems  to  have 
everything  going  for  it  but  produces  lack- 
luster results  year  after  year.  Benjamin  F. 
Biaggini,  63,  Southern  Pacific's  urbane 
and  articulate  chairman,  has  been  with 
the  company  43  years.  He's  a  respected 
railroad  man  and  executive.  The  com- 
pany's 13,400  miles  of  mainline  track 
span  the  fast-growing  West  Coast  and 
Sunbelt  regions.  Best  of  all,  SP  owns  3.7 
million  acres  in  California,  Nevada  and 
Utah  and  has  mineral  rights  and  other 
interests  in  an  additional  1.4  million 
West  Coast  acres.  Recent  diversification 
moves  have  taken  SP  into  the  high-po- 
tential telecommunications  field  and, 
through  the  acquisition  of  Ticor,  into  the 
profitable  title  insurance  business. 

Yet  SP's  return  on  equity  during  the 
past  five  years  has  been  a  dismal  5.6% 
(Forbes,  Jan.  8),  one  of  the  lowest  rates  in 
the  business.  While  the  Southern  Rail- 
way (Forbes,  Oct.  1)  managed  to  chalk  up 
net  income  last  year  of  $127  million  on 
revenues  of  $1.26  billion,  SP,  with  $1 
billion  more  in  annual  revenues,  could 
only  come  up  with  net  of  $116.2  million, 
giving  it  a  net  profit  margin  of  only  one- 
half  Southern  Railway's. 

SP's  preoccupation  with  diversifica- 
tion, moreover,  has  apparently  come  at 
great  expense  to  its  railroad  business. 
While  the  rail-operating  income  of  other 
western  railroads  has  steadily  increased 
over  the  last  five  years,  partly  from  gains 
in  grain  and  coal  traffic — Union  Pacific 
up  35%,  Missouri  Pacific  up  85%,  Santa 
Fe  up  42% — SP's  rail  operating  income 
has  been  down.  Years  of  low  capital 
spending  have  finally  forced  Biaggini  to 
plow  nearly  a  half-billion  dollars  this  year 
into  refurbishing  track  and  buying  new 
freight  cars  and  locomotives. 

When  asked  about  all  this,  Biaggini 


puts  much  of  the  blame  on  the  federal 
government.  "Dealing  with  the  Inter- 
state Commerce  Commission  is  like  do- 
ing a  Kdbuki  dance,"  he  says.  Instead  of 
having  to  fight  myriad  restrictions  on 
operations  and  mergers,  he  says,  "rail- 
roads should  be  allowed  to  earn  a  rate  of 
return  comparable  to  that  of  other  indus- 
tries." That's  all  true,  but  some  railroads 
do  well  even  in  the  face  of  a  difficult 
regulatory  climate. 

Biaggini  says  that  his  road  will  be 
greatly  helped  if  the  expected  deregula- 
tion of  the  railroads  actually  takes  place. 
It  already  has,  to  a  limited  degree.  In  May 
the  industry  was  allowed  to  raise  rates  on 
hauling  fresh  fruits  and  vegetables, 
which  were  formerly  kept  low  by  law  in 
deference  to  California's  powerful  food 
industry.  Thanks  in  part  to  this  deregula- 
tion, SP's  earnings  in  this  year's  first  six 
months  showed  a  96%  jump,  from  $1.74 
a  year  earlier  to  $3.42.  But  earnings  for 
the  second  half  will  be  up  much  less 
sharply,  thanks  to  the  coming  recession. 
Overall,  Woolcott  Research  Associates' 


Michael  H.  Lloyd  estimates  earnings 
be  up  33%  this  year,  from  $4.31  a  sh 
in  1978  to  $5.75.  But  even  that  rej 
sents  less  than  a  4%  return  on  obvioi 
understated  assets.  Whether  the  fai 
able  trend  can  continue  is  very  much 
open  question. 

Unlike  many  other  western  Clas 
railroads,  such  as  Union  Pacific,  Burli 
ton  Northern  and  Santa  Fe,  SP  doe 
stand  to  benefit  greatly  from  the  prosj 
tive  gains  in  coal  freight  brought  on 
the  energy  crisis.  Nor  does  it  haul  mi 
grain.  Both  commodities  are  less  vulr 
able  to  the  fierce  competition  of  truck 
and  are  less  cyclical  than  automobi 
lumber,  consumer  durables  and  che 
cals,  which  comprise  the  bulk  of  i 
business.  Biaggini  says  that  SP  will  be 
to  move  large  amounts  of  coal  as  m 
coal-fired  plants  are  built  and  he  predi 
the  line  will  handle  50  million  ton 
coal  a  year  by  1985.  But  some  anal> 
consider  this  projection  optimistic. 

To  get  shorter  hauls  for  his  railn 
operations,  Biaggini  is  trying  to  buy  1 
miles  of  line  between  Tucumcari,  N 
and  St.  Louis  from  the  bankrupt  Rc 
Island  line.  Biaggini  once  before  tried 
acquire  the  line,  but  gave  up  after 
years  of  fruitless  effort.  This  time,  ho 
ever,  he  is  more  optimistic.  Succe 
though,  could  hurt  more  than  help  S 
earnings,  at  least  in  the  short  run,  sii 
Biaggini  concedes  he  would  have 
spend  $250  million  in  the  next  thi 
years  to  restore  the  Rock  Island's  trac 

Biaggini  is  also  optimistic  about  S 
nonrail  operations  But  here,  too,  the  r 
ord  to  date  has  been  unimpressive.  1 
microwave  transmission  business, 
example,  has  lost  SP  S44  million  over  1 
last  five  years.  And  to  get  Ticor,  i 
country's  biggest  title  insurer,  Biagg 
this  summer  had  to  shell  out  $40  a  sha 
ten  times  last  year's  earnings  of  $2 7  n 
lion — a  super-high  price,  given  the  eye 





Biaggini  of  Sout/jeni  Pacific 
Everywhere  he  turns,  more  to  be  done. 
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Of  the 
5  Great  Liqueurs 

in  the  world 
only  one  is  made  in 
America. 

Wild  Turkey  Liqueur. 


//a 


„'ENED1I 


Austin  a  Nichols 


WILD 
TURKEY 

LIQUEUR 

BOURBON  LIQUKUR 


1 


•^ClALlTd 

ran«M  4*  h 

t  r.oir,i  hi'  V 


Scotland  has  Drambuie. 
Ireland  has  Irish  Mist.  France 
has  Cointreau  and  B&B. 

Now  America  can  boast  its 
own  great  native  liqueur:  Wild 
Turkey  Liqueur  created  in 
Kentucky  by  the  originators  of 
America's  finest  native  whiskey, 
Wild  Turkey. 


Wild  Turkey  Liqueur  is  the 
"sippin'  sweet  cream"  of  liqueurs. 
It's  made  to  be  savored  slowly 
after  dinner.  Or  as  a  mellow 
accompaniment  to  an  evening's 
conversation.  You've  tasted  the 
great  liqueurs  of  Europe. 
Now  taste  America's  great  one— 
Wild  Turkey  Liqueur. 


NOTICE:  SUPPLY  WILL  BE  LIMITED  IF  NOT  IN  YOUR  STORE,  PLEASE  CONTACT  AUSTIN,  NICHOLS  &  CO  ,  LAWRENCEBURG,  KY  80  PROOF  © 


Just  when  motor  manufacturers 

wanted  a  way  to  bring  costs  down 

wmliost  saver? 


It  takes  a  microscope  to  best  see  our  cost 
saver — a  thin  adhesive  coat  on  Bondeze "  -M  mag- 
net wire  that  bonds  the  wire  turns  together  in  elec- 
tric motor  windings.  But  the  savings  it  offers  users 
are  anything  but  microscopic. 

With  bondable  magnet  wire,  motor  manufac- 
turers can  eliminate  tying,  varnishing,  baking,  and 
cleaning  processes — for  major  savings  in  equip- 
ment, energy  and  labor  costs.  Or  totally  automate 
from  winding  through  testing,  for  even  greater 
savings. 


Yet,  magnet  wire  is  only  one  example  of  how 
Phelps  Dodge  has  helped  to  bring  costs  down. 
Savings-minded  manufacturers  also  look  to 
Phelps  Dodge  for  Higher-Performance  Power 
Cable.  Rugged  industrial  valves.  Bronze  castings. 
And  custom  copper  shapes. 

All  in  all,  each  year,  we  transform  about  a  bil- 
lion pounds  of  copper  into  modern,  useful  prod- 
ucts for  every  industry.  That's  because  people 
who  depend  on  copper  depend  on  us.  Phelps 
Dodge — the  time-tested  name  in  copper. 


The  firm  bond  that  can  be  obtained  between  motor  windings  using  Bondeze-M  magnet  wire  is  shown  highly  magnified  on  a  TV  screen. 

naooe 

300  Park  Avenue.  New  York.  New  York  10022 

The  copper  people  from 
Phelps  Dodge 


AT&T's  experts  know  that  the  market  thinks  the 
odds  favor  a  decline  in  long-term  interest  rates, 
and,  by  extension,  a  slower  inflation  rate-. 


Ma  Bell  bets 
on  stability 


By  Ben  Weberman 


ATTENTION,  ALL  YOU  GOLD  BUGS  and 
others  betting  that  inflation  is  out 
of  control  and  that  interest  rates 
are  headed  into  the  stratosphere:  The 
mighty  American  Telephone  &  Tele- 
graph Co.  is  now  basing  its  multibillion- 
dollar  money-raising  strategy  on  the 
market's  assumption  that  long-term  in- 
terest rates  are  probably  heading  down  in 
the  fairly  near  future. 

The  people  at  Bell  have  made  no  gran- 
diose announcements;  in  fact,  -they  are 
saying  little.  But  they  tipped  their  hand 
in  August  when  they  revealed  a  seeming- 
ly obscure  change  in  the  terms  of  future 
Bell  subsidiary  bond  issues. 

Right  now  Bell  bonds  carry  current 
high  interest  rates — the  latest  was  9.75% 
on  a  39-year  South  Central  Bell  deben- 
ture. Since  1970,  Bell  policy  has  been  to 
pay  the  holders  a  full  year's  interest  as  a 
premium  if  it  pays  off  these  issues  after 
the  usual  five-year  period  of  noncallabil- 
ity.  That  makes  it  costly  for  Bell  to  re- 
fund the  issue  if  interest  rates  drop. 

Under  the  new  policy,  the  debt  issues 
will  remain  noncallable  for  five  years  but 
after  that  they  can  be  called  with  a  pre- 
mium of  just  six  months'  interest.  To 
compensate  investors  for  the  lessened 
call  protection,  Bell  must  pay  a  return 
slightly  above  market  interest  rates.  It 
could  be  as  much  as  15  basis  points,  or  15 
cents  per  $100  of  debenture.  This  would 
add  $2.25  million  to  interest  costs  over 
the  five  years  on  a  $300  million  deben- 
ture. Counting  the  premium  to  an  inves- 
tor, the  yield  to  first  call  date  in  five 
years  works  out  to  11%.  Return  to  inves- 
tors over  the  full  40-year  maturity  period 
would  be  10%  on  recent  Bell  offerings. 

Clearly,  Bell  thinks  the  slightly  higher 
interest  rate  is  well  worthwhile  in  terms 
of  the  flexibility  it  gives  in  refinancing 
its  debt  if  interest  rates  go  lower. 

Because  it  sells  about  $3  billion  worth 
of  new  debt  in  a  typical  year,  Bell  gives  a 
great  deal  of  thought  to  these  problems. 


H.S.  (Hi)  Cody  Jr.  and  Virginia  Dwyer, 
each  of  whom  heads  a  small,  expert  staff 
of  analysts,  have  been  responsible  for  the 
decisions.  Cody  supervises  the  shorter- 
term  work.  Dwyer  has  handled  longer- 
range  studies  and,  as  a  reward  for  her 
work,  has  just  been  promoted  to  vice 
president  and  treasurer,  effective  Oct.  1; 
she  is  succeeded  in  her  former  job  by 
David  Feldman,  39,  currently  director  of 
planning  and  financial  assurance. 

Working  with  financing  executives  at 
each  of  the  21  telephone  subsidiaries, 


he  says,  "unless  we  thought  on  ball 
that  over  the  long  range  we  would  be 
to  lower  the  net  cost  of  debt  finan 
We  have  confidence  that  within  the 
year  to  A"  period  there  will  be  chance 
refinancing  at  acceptable  rates." 

With  a  call  price  of  104.75  instej 
108,  Cody  notes,  the  difference  iij 
duced  interest  cost  to  make  refun 
profitable  should  be  in  the  75  to  85  I 
point  range  (that  is  75  cents  to  85  d 
less  interest  annually  on  every  $1C 
debt).  To  put  it  another  way, 
wouldn't  bother  to  refund  a  9%  coi| 
bond  unless  long-term  rates  were  tc 
to  8%  or  even  lower. 

Investors,  however,  should  not  w 
that  their  holdings  will  be  refunde 
soon  as  interest  rates  fall  75  or  85  I 
points,  Cody  asserts.  "In  no  way  cat 
handle  the  billions  of  dollars  of  outst 
ing  debt  all  at  once.  Refunding  must 
low  an  orderly  pattern  because  billioi 
dollars  of  new  money  must  also 
raised.  We  have  no  indication  at 
time  that  over  the  next  five  years 
general  construction  program  will 
slowed  down,"  he  says. 

AT&T,  the  parent  company,  has 
plan  to  issue  medium-  or  long-term  c 
leaving  the  field  to  subsidiary  operai 
companies.  Nor  is  there  any  intentia 
issue  preferred  stock,  convertible 
ferred  or  convertible  debentures, 


H.S.  Cody  Jr.  of  AT&T 

Behind  an  obscure  change,  a  careful  decision. 


Cody  must  schedule  an  offering  every 
three  weeks  that  ranges  from  $50  million 
to  as  much  as  $450  million. 

Cutting  the  initial  call  price,  Cody  de- 
clared, was  "a  deliberate  move  resulting 
from  continuing  study  of  market  condi- 
tions and  what  the  big  institutional  in- 
vestors will  accept. 

"It  is  our  view  that,  good  markets  and 
bad,  we  would  probably  pay  from  5  to  15 
basis  points  more  interest  in  the  trade- 
off for  the  lower  initial  call  penalty.  May- 
be in  very  good  markets,  the  penalty 
would  disappear,  especially  when  a  big 
rally  is  going,"  Cody  says. 

Does  this  mean  that  Bell  expects  inter- 
est rates  to  fall  and  bond  prices  to  rise 
sharply?  Cody  doesn't  answer  directly. 
"We  wouldn't  have  cut  the  price  now," 


Cody.  The  current  price  of  $55  a  shar» 
Ma  Bell  common  is  not  "at  a  level  wli 
we  consider  satisfactory"  to  sell  sh« 
to  .the  public. 

"The  [stock]  price  may  go  up  as  ill 
est  rates  come  down,  and  then  we  wc 
consider  sale  of  stock.  Dividend  polici 
still  consistent  with  that  of  the  ] 
10,15,  20  years — paying  out  55%  to  6 
of  profit.  This  increase  is  consistent.' 

Bell  people  aren't  gamblers.  They 
accustomed  to  making  cool,  carefully 
searched  long-range  decisions.  The 
that  they  are  willing  to  accept  sliglj 
higher  short-term  interest  costs  for 
sake  of  greater  long-range  flexibility  ii 
cates  a  belief  that  the  odds  are  in  favo 
a  slowing  of  inflation  and  a  decline 
long-term  rates.  ■ 
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It  pays  to  invite 
Greyhound  to  your  boardroom. 


The  next  time  your  Board  agenda 
ddresses  the  Data  Processing 
t|ludget,  we  have  a  suggestion.  Arrange 
d  present  the  Board  with  a  com- 
uter  lease  proposal  from  Greyhound 
s  a  more  attractive  alternative 
3  acguiring  eguipment  from  the 
nanufacturer. 

Since  1962,  thousands  of  com- 
>anies  all  over  the  world  have  leased 
;om  Greyhound.  With  good  reason 
lit  \s  a  pioneer  in  this  Pusiness,  we 

elped  chart  the  ways  leasing  can 
a  /ork  to  your  company's  advantage. 


With  Greyhound,  you  have  the 
assurance  that  this  Fortune  500  com- 
pany is  Packing  your  lease.  Our 
experience  enaPles  us  to  provide  pro 
fessional  guidance  in  every  aspect 
of  computer  financing  and  computer 
care,  including  engineers  who 
provide  installation  and 
maintenance  service 

Our  goal  is  to 
provide  your 
company  with  the 
Pest  value  for  its 
computer  dollars. 


Greyhound 
Computer  Corporation 


If  you're  considering  acquiring  or 
changing  computer  equipment,  get 
the  facts  on  Greyhound.  We'll  show 
you  all  the  ways  a  Greyhound  choice 
can  Pe  the  best  one.  Write  us  and 
we'll  send  you  more  infor 
mation  Or  call  us  toll 
free  today 
800-528-6113 


Greyhound  Tower 
Phoenix,  Az.  85077 


ONE  OF  THE  LARGEST 
BANKS  IN  THE  WORLD 
IS  TAKING  A  NEW  PATH 
TO  INTERCEPT  THE  FUTURE. 


1 


sioric  synilx)l  <>f  Bankers 
list     I  he  |>yi;imi<l  atop 
r  Wall  Steed  buikjing; 


WHAT  WE  DID 
AND  WHY. 


We  have  concentrated  the  entire  re- 
sources of  our  world-class  bank  in  four 
major  financial  areas.  They  are  whole- 
sale commercial  banking,  fiduciary 
services,  money  and  securities  markets, 
and  corporate  financial  services.  We 
chose  these  core  businesses  because 
they  represent  our  special  strengths. 
Now  we  are  dedicated  to  expanding 
and  developing  them  even  further.  To 
the  highest  degree. 

We  have  also  decided  to  focus  our 
strongest  capabilities  on  selected  mar- 
kets. That  way  we  can  readily  coor- 
dinate and  bring  to  bear  all  four  of  our 
core  businesses  on  a  customers  re- 
quirements. 

We  have  reorganized  Bankers  Trust 
and  redefined  its  priorities  because 
( while  it  is  tempting  to  think  otherwise) 
one  bank,  no  matter  how  large,  can  no 
longer  be  all  things  to  all  customers. 

If  the  requirements  of  business  today 
suggest  a  specialized  cluster  of  com- 
plementary banking  services,  the  pres- 
sures of  tomorrow  will  demand  it. 

We  have  always  been  structured  to 
meet  our  customers'  current  needs. 
Now  we  are  structured  to  meet  their 
needs  of  tomorrow  as  well. 


BankersTrust 
Company 

Worldwide 

International  Banking  Subsidiaries  in  the  United 
States:  Chicago,  Houston,  Los  Angeles  and  Miami. 
Overseas  Branches:  LONDON,  BIRMINGHAM, 
MILAN,  PARIS,  TOKYO.  SEOUL,  SINGAPORE, 
BAHRAIN.  NASSAU  and  PANAMA  CITY.  An  In- 
ternational Banking  Network  of  branches,  subsidi- 
aries, affiliates  and  representative  offices  in  over  30 
countries  on  h  continents. 


Member  Federal  Deposit  Insurance  Corporation 
©  Bankers  Trust  Company. 


The  smallish  regional  brokerage  firms  are  running  rings  arow 
most  of  the  big  wire  houses.  It  wasn't  always  thus. 


The  backyard 
brokers 


By  John  Merwin 


You  can  spot  New  York  security 
analysts  a  mile  away,"  drawls  Joe 
Liberty,  who,  at  6  feet  4  inches 
and  220  pounds,  blends  right  in  on  Wall 
Street.  That's  Wall  Street,  Midland,  Tex., 
not  Wall  Street,  New  York.  Liberty  is 
branch  manager  for  Rauscher  Pierce 
Refsnes,  Inc.,  a  Texas-based  regional  bro- 
kerage house  whose  Midland  office  sits 
smack  dab  in  the  middle  of  west  Texas 
oil  and  gas  fields.  "Those  New  York  ana- 
lysts usually  travel  in  packs  of  three," 
explains  Liberty.  "They  wear  dark  pin- 
striped suits,  red  ties  and  show  up  about 
30  days  after  something  major  happens." 

Until  a  few  years  ago  Joe  Liberty  would 
not  have  spied  many  New  York  analysts 
cruising  Midland's  Wall  Street,  home  to  a 
handful  of  small  oil  and  gas  companies. 
That  was  when  New  York  analysts  were 
preoccupied  with  big  capitalization 
stocks  like  Kodak,  IBM  and  Xerox. 

Meanwhile  dozens  of  unheralded  re- 
gional brokerage  houses — like  Rauscher 
in  Dallas,  Foster  &  Marshall  in  Seattle 
and  Crowell,  Weedon  in  Los  Angeles — 
beat  the  bushes  and  found  over-the- 
counter,  Amex  and  second-tier  NYSE 
stocks.  Result:  By  ignoring  the  vaunted 
Eastman  Kodak  "nifty  fifty"  types, 
which  have  gone  nowhere  since  1975, 
many  of  the  100  or  so  regional  houses 
and  their  clients  have  made  truckloads  of 
money.  They've  been  socking  away  cash 
in  companies  like  Centex,  Gearhart- 
Owen  Industries,  Oregon  Metallurgical 
and  John  Fluke  Manufacturing  Co.  Never 
heard  of  them?  Until  a  year  or  two  ago, 
neither  had  many  analysts.  Maybe  you 
don't  have  to  have  a  Wall  Street  address 
to  be  a  securities  whiz. 

Check  the  numbers  and  see  why  Wall 
Street,  New  York  is  suddenly  wooing 
Wall  Street,  Texas.  In  the  last  five  years 
the  30  Dow  Jones  industrial  stocks  have 
risen  just  over  3%,  a  real  laugh  when  one 
considers  inflation.  The  broader  NYSE 
index,  which  includes  the  smaller  NYSE 


companies,  has  advanced  about  20%. 
That's  better,  but  still  trails  inflation. 

Meanwhile,  the  Amex  and  over-the- 
counter  issues,  favorites  of  regional  bro- 
kerage houses,  have  risen  146%  and 
63%,  respectively.  Impressive,  but  here's 
the  kicker.  Good  regional  brokerage 
houses  have  done  even  better.  Enjoying 
the  advantage  of  being  in  the  heart  of  oil 
country,  Dallas'  Rauscher,  for  instance, 
claims  for  the  last  five  years  it  has  scored 
nearly  54%  average  annual  gains  on  its 
"aggressive"  stock  picks,  recommended 
for  high-risk  accounts. 

Part  of  the  success  stems  from  people 
like  Joe  Liberty,  who  bends  elbows  from 
time  to  time  with  oilmen  at  places  like 
Midland's  Petroleum  Club,  near  his  of- 
fice. "About  100  people  make  it  roll  in 
the  independent  oil  business,"  Liberty 


says.  "Many  of  them  started  in  Mid 
or  spent  time  here.  I  can  get  them  on 
phone."  Important  information  coi 
not  from  insiders  but  from  competi 
who  know  who's  buying  leases  or  w 
hiring  whom. 

That's  just  one  way  to  keep  your  fii 
on  the  backyard  stocks,  in  this  case 
as  energy  stocks,  but  it  shows  ho\M 
gional  firms  everywhere  monitor  ne 
borhood  companies.  In  Seattle  a  Fost 
Marshall  forest  products  analyst  dou 
checks  his  gut  feelings  with  the 
manager,  inquiring  about  log  export 
Japan,  or  drops  in  to  see  a  U.S.  Fq 
Service  district  manager  to  check  j 
ernment  log  prices.  In  Los  Angele 
analyst,  formerly  an  aerospace  engir 
himself,  has  lunch  weekly  with  frie 
in   the   industry.    National  brokei 


Rauscher  Research  Director  Sim  Trotter 

"Why  should  we  send  another  analyst  to  cover  IBM?" 
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WE  SELL 


IF  YOU  WANT  TO  KNOW  HOW  TO 


Due  to  high  cost-  of  copto, 
unwarranted  use  of 
Machines,  incredible 
Waste ■£  time  spent 
making  Copies ... 

TWS  MACDME  WILL  ONLY  BE 
OPEN  FROM 
,  <)to  )0m-  lto3?IA  < 

lAONOK/,  WED  i  FRLPAV 
floors  1-3 -f  use.T«E  COPIER 

UTWfEM  1  -/(JAM  ,f  VIM  PAVS  . 
floors  eetwtei/ 

ITa  3PM  0NO»   PAYS  • 
MAXIMUM   10  COPIES  - 
/MINIMUM    3  COPIES. 
KQgyCEPTJOM  / 

"THAMK  FtKtSVft.  CoepMATM/Y 
»UFMNfr  THIS  Copy  CRISIS 

o    J  — — 


CONTROL  YOUR  COPYING  COSTS- 
CALL  US.  Over  $6  billion  dollars 
were  spent  making  copies  last 
year.  That  is  $3  billion  more  than 
in  1970.  Costs  like  these  can  drive 
you  crazy.  Conservatively,  we 
estimate  20%  of  all  copies  made 
today  are  unnecessary. 


If  you  have  the  right  machines?  Do  you  know  their  workloads? 
Overloaded?  Underutilized?  What  about  downtime  costs?  Or 
time  spent  waiting  to  use  the  copiers?  Do  you  know  if  you  have 
the  right  copiers, duplicators, etc.  making  the  right  copies? 
We  can  tell  you  al  I  this  and  more.  We  can  help  you  get  back  control 
of  your  copying  machines  and  the  copies  they  make. 

IF  YOU  WANT  TO  KNOW  WHO'S  MAKING  UNNECESSARY  COPIES 
AND  WHICH  MACHINES  ARE  "RIPPING  YOU  OFF '-CALL  US. 

Copy  abuse  is  rampant.  People  and  machines.  Homework, 
recipes,  resumes, personal  items,  etc.  are  all  being  copied. 
More  importantly,  however,  millions  of  copies  are  being  made  on 
the  wrong  copiers.  Which,  unfortunately,  could  be  escalating 
your  copying  costs  as  much  as  50%  to  60%.  Next  time  you  get  your 
copier  bill,  think  about  it. 


And  30%  are  made  on  the  wrong  machines,  which  can  result 
in  your  paying  an  extra  50%  to  60%  "extra"  charge  per  copy. 

We  can  help  stop  all  this.  We  sell  information  on  how  you 
can  get  your  copiers  and  the  copies  they  make  back  in  control. 
We  can  electronically  tell  you  who's  making  the  copies,  how 
many,  and  which  machines  are  making  them.  We  can  break  it 
down  by  the  job,  by  ti  me . . .  by  al  most  any  set  of  control  s  you  want. 
And  we  can  give  you  an  itemized  print-out  of  every  copy  made. 

IF  YOU  THINK  YOU  NEED  MORE  COPIERS-YOU  MAY  JUST  NEED 
MORE  COPY  CONTROL-CALL  US. 

Do  you  know  if  your  machines  are  located  in  the  right  places? 


Many  companies  (especially  law  firms)  charge  clients  for  copies. 
Now  we  can  take  the  guesswork  out  of  billing  for  those  copies  by 
providing  you  with  an  accurate  print-out.  That  you  can  bill 
with  confidence. 


A/J/A  Infortext 

WE  SELL  INFORMATION. 

Call  800/323-7792.  III.  residents  call  collect,  312/870-5189  •  1911  Rohlwing  Road,  Rolling  Meadows,  IL  60008  •  A  Division  of  AM  International 


houses,  with  analysts  in  New  York,  rare- 
ly get  that  day-to-day  feel. 

But  investing  is  a  cyclical  business  and 
Wall  Street,  like  Seventh  Avenue,  runs 
on  fads  and  fashions.  During  the  early 
Seventies  blue-chip  stocks,  pushed  by 
national  brokerage  houses,  were  the  rage. 
Smaller,  second-tier  stocks  were  gather- 
ing dust,  leaving  the  regionals  red-faced. 
In  1972,  for  instance,  Rauscher  recom- 
mended Lion  Country  Safari  at  22.  Lion 
Country  roared  south,  scraping  7 'A  be- 
fore Rauscher  put  out  a  sell.  In  1974 
Foster  &  Marshall  recommended  Evans 
Products,  at  \0Vz.  Soon  beset  by  financial 
woes,  Evans  headed  down  to  2. 

Since  1975,  however,  regional  firms 
which  stayed  the  course  with  small,  fast- 
growing,  greatly  undervalued  companies, 
have  been  rewarded  handsomely.  "We're 
working  the  'inefficient  side'  of  the  mar- 
ket," says  Sim  Trotter,  Rauscher  re- 
search director  since  1975.  "Why  should 
we  send  another  analyst  to  cover  IBiVL 
when  32  other  firms  are  doing  it?" 

Until  a  couple  of  years  ago  big  New 
York  brokerage  houses  would  not  touch 
some  of  the  smaller,  littl,e-publicized 
stocks.  "It's  our  judgment  that  emerging 
and  'undercovered'  companies  offer  su- 
perior investment  potential,"  says  Jer- 
ome R  Kenney,  Merrill  Lynch  research 
director.  Since  1975  Kenney  has  added 
250  names  to  Merrill's  list,  most  of  them 
smaller  companies.  Foster  &  Marshall  Research  Director  John  MacKenzie 


Crowed  Weedon  &  Co 's  Don  Crowe/I 

CEO  Croweil  stays  in  touch  daily  by  taking  customer  stock  orders. 
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il  regionals'  second-tier  strategy,  but  it 
Iiot  likely  to  match  their  profits.  In 
■8  Merrill  Lynch,  using  no  leverage, 
lied  10.6%  on  equity.  Some  of  the 
It  regionals  earned  about  20%  on  equi- 
last  year,  without  leverage. 
Begionals  aren't  stuck  with  the  high 
Its  of  a  New  York  City  headquarters, 
lides  being  good  analysts,  they've  re- 
Icted  commitments  in  businesses  that 
le  been  dogs  during  recent  years — 
lling,  underwriting,  institutional  sales. 
Idthough  many  regionals  do  maintain 
Idest  stock  and  bond  inventories,  they 
Ii't  nearly  as  significant  as  Merrill 
lich's,  for  instance.  With  short-term 
hrest  rates  higher  than  long-term 
|;s,  the  big  New  York  houses  are  stuck 
I  ding  low-yield,  long-term  inventories, 
jinced  by  expensive  short-term  loans. 
Iknted,  Merrill  Lynch  can  sell  a  cus- 
laer  $10  million  worth  of  bonds  in  a 
[hute,  but  right  now  it  is  paying  dearly 
ithe  ability  to  do  so. 
Regionals  also  go  easy  in  underwriting 
1  institutional  sales.  Underwriting  has 
lindered  for  several  years  as  corpora- 
ls avoided  selling  new  stock  into  sag- 
g  equity  markets.  After  May  Day 
'5,  institutional  sales  commissions 
pped  to  less  than  half  of  retail  cora- 
ssion  rates,  which  explains  why  re- 
nals  concentrate  on  ordinary  retail 
tomers,  who  make  up  about  80%  or 
Vo  of  some  regionals'  business, 
"he  best  regionals  are  flexible,  an  ad- 
ltage  when  things  get  rough.  When 
1973-74  recession  clobbered  the  mar- 
Rauscher  quickly  cut  trading  inven- 
ies  back  85% .  Giant  Wall  Street  firms, 
to  50  times  larger  than  the  average 
ional,  couldn't  react  that  fast, 
legionals  have  also  been  successfully 
iting  off  discount  brokers,  which  offer 
umission  discounts  of  10%  to  80%  off 
1-line  brokerage  house  charges,  be- 
ise  the  discounters  offer  no  research  or 
ler  investment  services.  Discounters 
ve  grabbed  about  4%  of  the  market, 
good  regionals  claim  they  have  barely 
deed.  "Fortunately,  we're  able  to  dem- 
strate  our  research  is  worth  the  higher 
"nmission,"  says  John  MacKenzie, 
ter  &  Marshall  research  director, 
iut  back  to  the  secret  of  regional 
uses'  success — their  ability  to  stay  in 
ich  with  the  territory.  Two  and  a  half 
ars  ago  friends  on  the  oil  grapevine 
ered  Rauscher's  Corporate  Finance 
ze  President  Jack  Hyzer  onto  two  ex- 
lent,  little-known  natural  gas  compa- 
ss, one  in  Canada  and  the  other  a  few 
les  away,  in  Dallas.  Both  companies, 
known  and  undervalued,  became  cor- 
rate  clients  and  received  some  timely 
posure  to  Rauscher  brokers.  Since 
77  the  two  companies,  Chieftain  De- 
lopment  and  Lear  Petroleum,  have 
ne  extraordinarily  well  and  so  have 
me  Rauscher  customers  who  bought 
e  stocks.  Chieftain  shot  up  more  than 
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Richer.  And,  of  course,  costlier. 
F<  >r  the  very  good  reason  that  it  is 

)lended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  w  hich 

je  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne. Truly, 
the  world's  most  civilized  spirit. 


VS.QE 


HENNESSY  COGNAC,  80  PROOF.  IMPORTED  BY  SCHIEFFEUN  &  CO.,  N  Y 


IF  YOU  WANT  THE 

VOICE  Of  BUSINESS 
TO  BE  HEARD, 


EARS  ARE 


Twenty  minutes  from  the  ear 
of  every  legislator  and  regulator 
arouna  Capitol  Hill  is  Fairfax 
County.Virginia.  Perhaps  this  is 
why  over  1,200  corporations  and 
businesses  such  as  Mobil  Oil, 
Boeing  Computer  Services  and 
Honeywell  have  located  here. 


When  you  considerthe  increasing  operating  costs, but  that's  another 
influence  government  is  assum-  story.  If  you'll  lend  us  an  ear,  we'll 
ing  over  businesses  like  yours,  be  glad  to  tell  it.  f-96 
perhaps  a  move  to  Fairfax  County 

could  make  sense  for  you,as  well.  Name/Title _  

You  may  also  find  that  a  Fairfax 

County  location  for  your  company  Company/ Phone  

would  significantly  lower  your 


Address.  _ 


FAIRFAX  COUNTY,  VIRGINIA. 

THIS  MAY  BE  THE  BEST  PLACE  IN  AMERICA  TOR  BUSINESS  TO  WORK.  State/ Zip. 


Inquire  in  confidence  to:  Mr.  David  Edwards,  Executive  Director,  Fairfax  County  Economic  Development 
Authority,  8330 Old 'Courthouse Road,  Suite 800,  Tysons  Comer,  Vienna,  Virginia  22180 Phone  (703)  790-0600 


Foster  &  Marshall  President  Mike  Foster 

Be  does  at  want  brokers  straying  far from  the  recommended  list. 


300%;  Lear,  nearly  400%.  The  key  is 
being  in  the  neighborhood.  "We  knew 
Ft.  Worth's  Charlie  Tandy  when  all  he 
had  was  a  handful  of  Radio  Shack 
stores,"  says  Sim  Trotter.  Rauscher  has 
been  following  Tandy  stock,  one  of  the 
most  spectacular  performers  of  the  Sev- 
enties, for  years. 

Keeping  an  eye  on  the  small  compa- 
nies is  a  delicate  art.  Regional  analysts 
get  their  information  in  many  ways,  not 
all  of  which  are  available  by  telephone 
from  New  York.  Tips  can  come  from 
straightforward  conversations  or  from  a 
corporate  officer's  demeanor  at  a  chance 


meeting  during  intermission  at  the  local 
opera.  In  the  oil  business,  sometimes  an 
analyst  knows  something  is  up  when  his 
friends  aren't  talking. 

At  Christmastime  Foster  &.  Marshall's 
(ohn  MacKenzie  often  goes  into  North- 
west-based retail  stores,  identifying  him- 
self as  a  stockholder  and  asking  clerks 
about  sales  programs,  markdowns  and  so 
forth.  Some  years  before  Boeing  began 
forecasting  production  rates,  MacKenzie 
would  drive  by  Boeing  to  check  the  park- 
ing lots,  looking  for  indications  of  a 
growing  work  force.  Admittedly  that's  a 
marginal  tool,  but  it  is  another  way  of 


Local  talent 

In  capitalization  and  in 

the  number  of  representatives,  the  ten  re 

gional  firms 

below  dont  add  up  to  a  patch  on  Merrill  Lynch  s  pants.  But  you  dont  have  to  be  a 

Thundering  Herd  roaming  the  nation  to  make  a 

nice  dollar  in  the  brokerage 

business.  For  these  "regional"  houses,  there  is  plenty  close  to  home. 

Capitalization 

Full-time 

Firm 

Headquarters  (millions) 

Branches 

representatives 

Regional  houses 

AG  Edwards  &  Sons 

St.  Louis  $ 

48.8 

148 

1,082 

Alex.  Brown  &  Sons 

Baltimore 

29.2 

18 

190 

The  Ohio  Co 

Columbus 

25.0 

46 

109 

JC  Bradford  &  Co 

Nashville 

20.8 

39 

250 

Piper,  Jaffray  &  Hopwood 

Minneapolis 

20.5 

31 

285 

Dain  Bosworth 

Minneapolis 

20.3 

41 

300 

Prescott,  Ball  &.  Turben 

Cleveland 

19.6 

32 

287 

Bateman  Eichler,  Hill  Richards          Los  Angeles 

15.6 

27 

350 

Rauscher  Pierce  Refsnes 

Dallas 

15.2 

22 

200 

fanney  Montgomery  Scott 

Philadelphia 

14.5 

25 

360 

National  houses 

Merrill  Lynch 

New  York 

745 

400 

7,500 

EF  Hutton 

New  York 

218 

226 

3,382 

Dean  Witter  Reynolds 

San  Francisco 

191 

26] 

3,545 

p 
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checking  up  on  one's  suspici 
"Boeing  is  integrated  into  the  ii 
here,"  MacKenzie  says.  "A  guy  insta, 
doorknobs  on  Boeing  aircraft  knows 
production  is  going.  If  you  know  a  1< 
people  like  that,  your  neighbor  or  nu 
a  broker's  customer,  it  adds  up."  ! 
years  ago  MacKenzie  was  having  tro 
persuading  people  to  buy  Boeing  at  5 
48  he  considers  Boeing  a  strong  hold 

Even  the  management  of  small  fi 
stay  in  close  touch  with  business 
Crowell,  president  of  Los  Angt 
Crowell,  Weedon  &.  Co.,  takes  custo 
stock  orders  every  day,  while  overset 
operations  in  eight  branch  offices 

Although  the  classic  example  of  a  g 
regional  firm's  pick  is  Rauscher's  Jam 
1979  recommendation  of  Reserve  O 
Gas  at  11  (currently  27  on  a  penc 
merger),  regionals  do  venture  away  fi 
their  traditional  expertise. 

Crowell,  Weedon  &.  Co.,  best  knc  • 
for  its  aerospace  and  electronics  anal 
has  been  recommending  conglome: 
Teledyne  since  1975,  when  it  sold 
16'/2  and  was  ignored  by  almost  evi 
one  on  Wall  Street.  Robert  Hanisee  is 
recommending     Teledyne     at  1 
Crowell's  Roland  Underhill  became 
first  analyst  to  seriously  follow  Mater 
Research,  headquartered  a  few  m: 
from  Wall  Street.  Underhill  recomme 
ed  the  stock  in  1973  at  33s  (adjusted 
splits).  Recently  Materials  Research  s 
at  32  and  is  recommended  by  ot) 
brokers. 

Foster  &  Marshall  President  Mike  F 
ter  feels  so  confident  about  his  reseaj 
department  that  he  discourages  brok 
from  straying  away  from  MacKenzi 
recommended  list.  The  policy  must  1 
be  too  onerous.  Every  one  of  the  top 
stocks  sold  by  Foster  &.  Marshall  dun 
the  last  18  months  has  been  from  1 
list,  and  since  1972  average  anni 
broker  gross  commissions  at  the  hoi 
have  risen  from  $44,000  to  $1 18,000. 

Things  are  now  going  so  well  for  t 
best  regional  houses  that  they  can  affc 
to  be  cocky  about  their  futures.  The  he 
of  a  topflight  regional,  asked  if  he  g« 
offers  to  sell  out  to  a  Wall  Street  firm, 
likely  to  say,  "Yes,  constantly."  Ask  hi 
if  he  is  willing  to  sell  out,  and  the  answ 
will-be  "No"  or,  more  likely,  "Hell,  nc 
During  the  last  few  years  many  region, 
have  taken  steps  to  ensure  that  th( 
ownership  is  continually  passed  from  1 
tiring  partners  or  stockholders  down 
younger  members  of  the  firm,  th 
avoiding  sellout  forced  by  esta 
problems. 

If  the  market  sours  or  shifts  will  r 
gionals  know  when  to  recommend  oth 
stocks,  even  the  Dow  Jones  industrial 
"That's  the  real  test  of  our  ability,"  ca 
cedes  Foster  &  Marshall's  MacKenzi 
"Will  we  be  right  when  the  gan 
changes?"  he  asks,  and  answers  wii 
candor,  "I  don't  know."  ■ 
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Put  Corroon*Black 
to  work  for  you. 

Well  put  more  perks  per  dollar 
in  your  employee  benefit  program. 


hances  are,  different  people  in  your  business  need  dif- 
erent  kinds  of  employee  benefits  to  keep  them  happy, 
iome,  just  basic  group  health,  pension  and  life 
>ackages.  Others  also  require  estate  planning  and 
ndividual  programs  as  perks.  That's  where  a 
Corroon  &  Black  checkup  can  help  you  offer  more 
/ithout  paying  more.  Call  us  and  we'll  analyze  your 
ntire  employee  benefit  package. 
jWe'll  help  you  start  programs  to  control 
icosts.  Tell  you  if  your  employee  f 
i benefits  are  on 


par  with  the  industry.  And  close  coverage  gaps  you 
may  not  even  know  existed.  It's  the  approach 
Corroon  &  Black  has  used  successfully  for  75  years— 
for  companies  of  all  sizes  around  the  world.  Today, 
we're  one  of  the  top  ten  insurance  brokers  in  the 
world— and  one  of  the  fastest  growing. 

For  a  complete  checkup,  call 
Richard  M.  Miller,  President, 
toll-free,  at  800-221-7024. 

(In  New  York,  call  collect, 
212-363-4100.) 


CB  Corroon*Black 


Wall  Street  Plaza,  New  York,  N.Y  10005  ■  Offices  nationwide  and  worldwide 


Your  next  right-hand  man  ca  a 

And  even  mak 


Your  next  right-hand  man  should  be  a  Panasonic 
VHS  video  system  because  it  can  help  you  do  the 
impossible:  Like  being  in  more  than  one  place  at 
once.  Or  doing  more  than  one  job  at  the  same  time. 
Or  both. 

And,  as  many  different  companies  already  have 
discovered,  the  number  of  ways  you  can  use  your 
Panasonic  video  system  is  limited  only  by  your  imag- 
ination: For  example,  while  you're  busy  working  in 
your  office,  you  can  also  be  talking  to  stockholders 
or  people  at  distant  branches.  Or  both.  You  can  refine 
sales  presentations  for  use  whenever  you  need  them. 
Or  demonstrate  complicated  techniques  to  audiences 


miles  away.  You  can  instruct  new  employees  or  retrair 
present  ones.  You  can  even  inspect  real  estate  across 
town  or  across  the  country — without  getting  out  of 
your  chair. 

You  can  start  with  a  basic  system,  a  Panasonic 
video  tape  recorder,  camera  and  monitor,  for  example 
Or  you  can  have  a  more  sophisticated  system,  choos 
ing  from  the  broadest  line  of  equipment  in  the  video 
industry,  including  a  2-hour  video  recorder  with  2-trac 
audio,  a  2-hour  video  recorder  that's  portable,  studio 
cameras,  portable  cameras,  switchers,  color  monitors 
microphones  and  much  more.  And  they're  all  ideal  for 
business  and  industrial  use. 


talk,  sell,  demonstrate,  instruct, 
rou  a  star. 


Finally,  with  a  Panasonic  video  system,  you  can 
he  what  you've  got  as  soon  as  you  shoot  it.  Without 
j  aiting.  Without  expensive  film  processing.  And  if  you 
fcn't  like  what  you  see,  you  can  erase  the  tape  and 
hoot  it  over  again.  So  you  can  save  time  and  money. 

There  are  still  other  reasons  to  make  a  Panasonic 
deo  system  your  next  right-hand  man:  It'll  do  every- 
iing  your  way.  It  never  forgets  anything.  And  it  can 
!jven  make  you  a  star. 

Panasonic 

ist  slightly  ahead  of  our  time. 


i  I 
Panasonic  Company,  Video  Systems  Division,  Dept.  FBS-1079 
One  Panasonic  Way,  Secaucus,  N.J.  07094 

Send  me  more  information  on  how  the  Panasonic  right-hand  man 
has  helped  other  businesses,  and  how  it  can  help  me. 

Print  name  


Titie 


Company, 
Address  


City/State  Zip  

Phone (  ) 


In  Canada,  contact  Panasonic  Video  Systems.  Mrssissauga,  Ontario 


U.S.  tire  producers  are  sell  hi g  at  the  lowest 
level  in  a  quarter-century.  The  news  is  terrible. 
A  buy  signal  for  contrarians? 


Rubber  match 


Goodyear  CEO  Cbar/es  J  Pilliod  Jr 

Hidden  values  in  the  shadow  of  the  smokestack? 


Ch  url.es  I.  Pilliod  Jr.,  chief  execu- 
tive of  Goodyear  Tire  Rubber 
Co.,  a  local  boy  who  made  good, 
sometimes  recalls  that  he  was  raised  "in 
the  shadow  of  Goodyear 's  smoke- 
stacks." Smokestack  is  the  operative 
word.  Like  the  other  big  tiremakers  it 
competes  against,  Goodyear  is  the  very 
epitome  of  the  unglamorous,  capital-in- 
tensive, low-margin  Smokestack  Amer- 
ica" stocks  that  a  resurgent  but  finicky 
market  has  left  behind. 

In  the  last  four  years  Chuck  Pilliod  has 
poured  S 1 .2  billion  into  plant  and  equip- 
ment, but  at  recent  stock  prices — S15  a 
share — you  could  buy  the  whole  com- 
pany for  not  much  more  than  S 1  billion. 
You  would  be  getting  about  S2 1  a  share 
in  working  capital  for  nothing,  not  to 
mention  Goodyear's  considerable  know- 


how  and  undervalued  assets.  Thirty  dol- 
lars in  conservatively  stated  book  value 

is  going  for  SI 5. 

Or  look  at  Goodrich.  It  has  grafted  one 
of  the  biggest  polyvinyl  chloride  oper- 
ations in  the  nation  to  its  tire  and  rubber 
base,  but  is  selling  at  45%  of  book.  The 
market  is  so  ho-hum  on  tires  and  rubber, 
in  fact,  that  the  Big  Five  as  a  group  sells 
at  what  Harvey  E.  Heinbach,  a  vice  presi- 
dent of  Merrill  Lynch,  says  is  the  "lowest 
level  relative  to  the  Standard  6v  Poor's 
500  stock  average  in  at  least  25  years." 

Are  things  really  that  bad-  Can  it  be 
that  the  tire  producers  are  bargains: 

There  has  been  enough  bad  news  to 
satisfy  the  most  dedicated  contrarian. 
Firestone,  grappling  with  the  burden  of 
an  expensive  recall  on  its  ill-fated  "500" 
radials,  got  hammered  down  on  heavy 


volume  recently  when  the  company  I 
the  quarterly  dividend  from  2"71  >  cent! 
15  cents  a  share.  The  market  does  I 
like  surprises.  The  cut  came  lust  I 
weeks  after  Richard  A.  Riley,  Firestoq 
chairman  and  CEO,  said  his  board  j 
date"  had  not  seen  "a  need  to  think  1 
change  in  the  dividend." 

There  are  other  signs  of  stress.  Urun 
al,  in  an  effort  to  bootstrap  itself  il 
profitability,  has  been  selling  off  su 
marginal  assets  as  its  resins  and  footwj 
operations.  General  Tire  may  be  stripJ 
of  its  RKO  broadcast  revenues  by  regu 
tory  fiat  (see  story,  p.  39),  and  Good  ye  J 
Chuck  Pilliod  predicts  heavy  price  or! 
petition  ahead — reason  enough  for  invj 
tors  to  feel  gingerly  about  leaping  for  I 
comparatively  high  yields  at  which  I 
stock  market  is  pricing  the  group,  "ij 
market  seems  to  be  making  a  harsh 
praisal  of  the  realities  behind 
yields.  They're  harsh  enough  to 
Harvey  Heinbach  and  other  analysts! 
wonder  aloud  if  the  Goodyear  divide* 
boosted  last  year  from  S1.20  to  S1.3(] 
share,  can  "be  considered  complex 
safe." 

Pilliod  and  his  fellow  CEOs  carry  a  I 
of  exposure  to  OPEC  and  rising  hj 
costs.  It's  in  the  nature  of  the  businq 
Petroleum-derived  raw  materials  j 
count  for  about  30%  of  the  direct  cost! 
producing  a  tire.  Labor  costs  are  up.  tc 
as  a  result  of  the  new  contract  the  mdi 
try  just  signed  with  the  United  Rubf 
Workers.  Both  Pilliod  and  Goodri 
CEO  lohn  Ong  shake  their  heads  o^ 
their  inability  to  pass  along  those  ca£ 
Demand  for  tires  is  down  and  with  plq 
ty  of  unused  plant  capacity  around  ii 
hard  to  make  price  increases  stick. 

Almost  everyone  in  the  industry  is  I 
ing  to  get  nd  of  marginal,  low-efficienj 
plants  in  the  hope  of  bettering  chara 
istically  low  equity  returns  that  r 
from  0%  in  the  case  of  Uniroyal  to  9.1| 
at  General  Tire  for  1979.  Pilliod,  fori 
ample,  is  closing  plants  in  ConsH 
hocken,  Penna.  and  Glasgow,  ScotlaJ 
in  effect  presiding  over  a  partial  Hquiq 
tion  of  the  Goodyear-U.K.  operation  I 
once  ran.  Firestone  has  shut  down  plani 
in  Switzerland  and  in  Calgary  Canada, 
is  also  in  the  process  of  trying  to  sell  I 
Australian  operation,  and  there  could! 
additional  writeoffs. 

Chuck  Pilliod  concedes  that  the  TjJ 
tire  market  "is  expected  to  reflect  lirt 
or  no  growth"  through  the  rest  of  til 
year.  Many  Wall  Streeters  think  PilliodJ 
understating  the  case.  They  are  cd 
vinced  the  malaise  will  continue  to  crei 
well  into  next  year.  Their  thesis  is  thj 
the  original  equipment  market  for  tin 
will  continue  to  drop  right  along  wil 
new  car  sales,  and  that  the  replacemei 
market  will  continue  to  smart  under  tlj 
declining  curve  of  auto  travel. 

The  cost-sales  squeeze  means  flat  { 
declining  earnings  during  a  period  whfl 
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preaa  your  wings 

Introducing  the  New-Size 
1980Thunderbird 


Thundcrbird  with 
Exterior  Luxury  Group 


lew  size.  New  innovations, 
lew  higher  MPG. 

In  Thunderbird's  25th  anniversary 
ear  all  1980  Thunderbirds  are  new 
nd  special. ..with  a  new  contem- 
orary  size  that  fits  the  future  without 
acrificingThunderbird  luxury. 

With  its  new  size  and  a  new  smaller 
.2  liter  engine,  Thunderbird  has  a  re- 


markably improved  estimated  mile- 
age @ MPG  est./ 26  hwy*  Another  en- 
gineering breakthrough... the  first  au- 
tomatic overdrive  transmission 
option  built  in  America. 

Other  innovative  options  add  to 
Thunderbird's  individuality... from  a 
dazzling  array  of  electronic  magic  to 
an  optional  keyless  entry  system. 


So  spread  your  wings. 
*  Compare  this  to  other  cars.  Your  mileage  may 
differ  depending  on  speed,  weather,  and  trip 
length.  Actual  highway  mileage  will  probably 
be  lower  than  estimate.  Calif,  ratings  lower. 

THUNDERBIRD 


FORD  DIVISION 


Electronic 
fuel  readout. 


. -  JjJECTflonc   1 1 

P  RNC31 


Electronic 
speedometer. 
Automatic  overdrive. 
Requires  5.0  L  engine 


the  highly  leveraged  tire  producers  have 
been  borrowing  heavily  to  make  them- 
selves more  efficient.  Some  balance 
sheets  are  beginning  to  show  the  strain. 
As  of  June  30,  for  instance,  Pilliod's  total 
debt  equaled  49%  of  debt  and  equity. 
With  a  $326  million  refinancing  of  long- 
term  debt  coming  up,  he  had  to  cut  his 
projected  capital  spending  for  this  year 
and  next  from  $400  million  to  some- 
where in  the  $350  million-to-$375  mil- 
lion range. 

Firestone  was  so  badly  whipsawed  by  a 
declining  cash  flow  and  heavy  fixed 
charges  that  it  could  piece  out  its  capital 
spending  and  dividend  needs  only  by  the 
expedient  of  selling  receivables  to  its  un- 
consolidated subsidiary,  Firestone  Credit 
Corp.  That  jerry-built,  upstream,  down- 
stream structure  clearly  could  hold  up 
only  so  long.  Inevitably,  the  dividend 
rate  had  to  go. 

Is  Goodyear  next?  Dividend  payout  on 
the  $2.25-a-share  Heinbach  estimates 
Pilliod  will  show  next  year  is  a  high  (for 
Goodyear)  57%.  That,  and  the  compara- 
tively high  debt  ratio  coupled  with  the 
pinch  on  profit  margins,  is  the  reason 
why  the  analysts  think  the  Goodyear 
dividend  should  be  carefully  watched. 

Considering  all  this,  it's  clear  enough 
why  Firestone  sells  at  a  60%  discount 
from  book  value  and  Goodrich  at  50%. 
But  what  kind  of  case  can  the  contrar- 
ians make?  Not  much  of  one  for  Fire- 
stone, which  seems  in  bad  shape.  A  bet- 
ter case  can  be  made  for  Goodyear  at 
present  prices.  Those  plant  closings  are  a 
good  sign:  Management  is  finally  biting 
the  bullet  and  giving  up  on  traditional 
plant  locations  where  it  can  no  longer 
produce  efficiently.  Closing  old  plants 
and  investing  in  new  ones  is  a  tactic  that 
doesn't  produce  immediate  results  but  is 
practically  guaranteed  to  produce  longer- 
term  results. 

As  nwnero  u>io  in  the  business,  Chuck 
Pilliod  had  a  major  stake  in  the  good 
Clausewitzian  principle  of  securing  the 
home  base.  Thanks  to  its  new  $216  mil- 
lion radial  tire  plant  in  Lawton,  Okla. 
and  a  $79  million  expansion  of  its  Gads- 
den, Ala.  installation,  Goodyear  is  well 
on  its  way  to  becoming  one  of  the  most 
efficient  producers  in  the  industry.  Be- 
coming more  efficient  is  the  only  way 
Pilliod,  an  old  B-29  pilot  who  knows  the 
value  of  saturation,  can  hope  to  beat  off 
the  incursion  of  Michelin  and  other  for- 
eign producers  into  the  fast-growing  ra- 
dial market. 

In  the  first  quarter  of  this  year,  Pil- 
liod's strategy  seemed  to  be  working 
nicely.  Profits  were  up  40%.  In  the  sec- 
ond quarter,  though,  they  fell  30%  on  a 
sales  curve  that  continued  to  punch 
through  to  record  levels.  Price-cutting! 
But  startup  costs  on  the  new  plants  also 
hurt,  and  they  will  be  "with  us  through 
the  balance  of  the  year,"  says  Pilliod. 

Earnings  for  the  first  half  were  down 


only  6.7%,  though,  bolstered  by  such 
providential  nonrecurring  items  as  a  $3.6 
million  gain  on  the  sale  (to  Goodrich)  of  a 
resin  plant  in  Plaquemine,  La.  and  $7.3 
million  on  the  sale  of  a  minority  interest 
in  a  Philippine  subsidiary. 

It's  hard  to  see  how  anyone  could  lose 
buying  Goodyear  at  half  book  value  and 
yielding  8.6%.  What  is  uncertain,  how- 
ever, is  how  long  it  will  take  for  the 
fundamentals  to  improve  in  the  tire  busi- 
ness— as  tires  go,  so  goes  Goodyear. 

The  best  contrarian  case  in  this  indus- 
try right  now  can  be  made,  not  for  Good- 
year, but  for  its  old  rival,  Goodrich. 
While  Goodyear  has  been  strengthening 
its  bastion  in  tires,  Goodrich  has  been 
deemphasizing  tires  and  getting  more 
into  chemicals.  It  has  also  managed  to 
finance  capital  spending  pretty  much  out 
of  cash  flow  with  the  result  that,  unlike 
Goodyear's,  Goodrich's  debt  ratio  has  re- 
mained relatively  low — about  33%. 
Goodrich  is  having  a  good  year,  thanks 
in  good  part  to  its  dominant  position  as  a 
producer  of  polyvinyl  chloride,  which  is 


used  extensively  for  construction 
packaging  materials. 

In  the  first  half  of  1979  its  earrJ 
jumped  54%  on  a  sales  gain  of  v 
Some  of  the  steam  has  gone  out  ofl 
demand  for  PVC  in  the  last  coupl) 
months,  though,  and  John  Ong  is 
first  to  admit  that  his  numbers  for 
half  may  not  be  nearly  so  rosy  as  id 
first  half.  Even  so,  veteran  tire  induj 
analysts  are  convinced  that  Goodri 
earnings  for  the  full  year  will  com 
above  last  year's  record  $4.49  a  sh 
Let's  say  $4.60.  That  puts  Goodrich's 
at  a  dirt-cheap  4.8. 

The  road  ahead  looks  bumpy,  but  in 
tutional  investors,  taking  what  app 
to  be  a  contrarian  view,  have  been ! 
buyers  of  both  Goodyear  and  Goodnl 
seemingly  the  two  strongest  contend! 
The  institutions  appear  to  have  setl 
on  Goodyear  for  market  position  ana 
Goodrich  for  growing  profitability 
way  of  buying  what  is  going  to  becfl 
more  of  a  chemical  company  at  a 
count.  — Richard  Pha 


Amdahl  Corp.  needs  lots  of  borrowed  mon^ 
these  days.  Is  it  wooing  the  bankers?  Hell,  ru 
The  bankers  are  wooing  Amdahl. 


Playing  hard 
to  get 


By  Michael  Kolbenschlag 

GUESS  who's  coming  to  dinner?  If 
you're  Edward  F.  Thompson, 
treasurer  of  Amdahl,  California's 
answer  to  IBM,  you  don't  have  to  guess. 
It's  almost  a  sure  bet  that  the  dinner 
guest  will  be  a  banker.  Thompson  has 
been  wined  and  dined  by  so  many  bank- 
ers in  the  last  few  months  that  on  the 
few  occasions  when  he  stops  for  lunch  in 
the  corporate  dining  room  he  diets  on 
small  bowls  of  beef  soup  and  a  stomach- 
soothing  glass  of  milk.  "Have  to  get 
ready  for  Manufacturers  Hanover  to- 
night," he  says  with  the  half-smile  of  a 
man  who  has  had  more  fancy  dinners 
than  he  cares  to  remember. 

What's  on  the  bankers'  minds?  Am- 
dahl, after  all,  is  no  longer  the  darling  of 
the  computer  world.  Founded  by  IBM 
alumnus  Gene  Amdahl,  Amdahl  hit  the 


computer  market  in  1975  with  technd 
gy  that  IBM  couldn't  match.  Overnij 
Amdahl  blossomed  into  a  $300  milli« 
plus-per-year  company. 

Lately,  though,  the  picture  II 
changed  dramatically.  IBM  is  catchj 
up,  or  at  least  the  investment  world  1 
lieves  it  is.  While  IBM's  latest  large-si 
computer  development,  "Series  H,"' 
still  only  a  vision,  the  market  eage 
awaits  it  and  is  holding  back  on  buyi 
competitive  machines.  Amdahl,  a  sa 
leader  in  the  computer  industry  witj 
sales-to-lease  ratio  of  95%,  is  now  havi 
trouble  bagging  big  cash  buys.  Tod 
30%  to  40%  of  Amdahl's  custom* 
want  to  lease,  until  they  see  what  IE 
has  to  offer  and  can  compare  it  with  t 
Amdahl  equipment.  Even  trying  to  x\ 
dercut  IBM  on  price  hasn't  helped.  T 
trend  to  leasing  has  hurt  Amdahl's  ca 
flow,  and  second-quarter  earnings 


104 


FORBES,  OCTOBER  15,  \\ 


Wolf schmidt  Vodka. 

The  spirit  of  the  Czar  lives  on, 

^  ... 


It  was  the  time  of  "War  and 
Peace."  "The  Nutcracker 
Suite."  Of  Tolstoy  and 
Dostoevsky. 

Yet  in  this  age  when 
legends  lived,  the  Czar  stood 
like  a  giant  among  men. 

He  could  bend  an  iron  bar 
on  his  bare  knee.  Crush  a 
silver  ruble  with  his  fist.  He 
had  a  thirst  for  life  like  no 
other  man  alive. 

And  his  drink  was  the  toast 
of  St.  Petersburg.  Genuine 
Vodka. 

Life  has  changed  since 
the  days  of  the  Czar.  Yet 
Wolfschmidt  Genuine  Vodka 
is  still  made  here  to  the 
same  supreme  standards 
which  elevated  it  to  special 
appointment  to  his  Majesty 
the  Czar  and  the  Imperial 
Romanov  Court. 

Wolfschmidt  Genuine 
Vodka.  The  spirit  of  the 
Czar  lives  on. 


oduct  of  O.SA  Distilled  from  grain  •  80  and  100  proof  •  Wolfschmidt, 


trVCe're  the  bankers  for 
international  business? 


"Export  financing  gets  unbelievably  complex  today.  A  big  multinational  company 
may  manufacture  components  in  three  or  four  countries,  assemble  them  in  a  couple  of  others 
and  ship  finished  products  all  over  the  world.  Because  were  worldwide  too, 
we  can  work  out  a  variety  of  financing  arrangements,  and  in  several  currencies  if  need  be!' 


"Fast  response  is  vital.  Our  export  customers  must  know  what  our  terms  are  well 
in  advance  of  their  final  bidding  deadline.  So  we  get  back  to  them  quickly.' 


"Our  division  serves  all  kinds  of  heavy  industry  companies,  and  all  sizes  too. 
The  common  denominator  that  jumps  out  is  their  need  for  export  financing.  Our  financing 
know-how  helps  them  sell  their  products  all  over  the  world'.' 


"Chase's  ability  to  leverage  its  strengths  as  a  worldwide  bank 
to  meet  a  customer's  needs  has  always  been  one  of  its  most  important  assets'.' 


The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates  providing 
vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100  countries. 
What  we  offer  is  yours  through  your  Chase  Relationship  Manager. 
Call  on  today's  Chase  Bankers  today. 


nis  C.  Longwell 

1  President/Division  Executive 

struction  Machinery  &.  Industrial  Equipment 


CHASE 


©CHASE  MANHATTAN  BANK.  N  A  1979/MEMBER  FOIC 


Amdahl  Treasurer  Edward  F.  Thompson 

"The  negotiations  were  tough,  but  we  got  what  we  wanted. 


this  year  were  $1.2  million,  or  only  7 
cents  per  share,  compared  with  SI  1  mil- 
lion, or  66  cents  per  share,  posted  for  that 
period  in  1978.  The  trend  is  more  than 
quarterly  deviation.  Those  close  to  Am- 
dahl say  the  third-quarter  report  due  in  a 
month  will  be  equally  grim. 

In  September,  Gene  Amdahl  turned 
over  the  chairmanship  of  his  company  to 
Deputy  Chairman  Eugene  R.  White.  Ru- 
mors abounded  that  Amdahl  was  sick 
and  couldn't  stand  the  strain  of  running  a 
company  in  ever-deepening  difficulty. 
But  the  more  conservative  speculation 
holds  that  Amdahl's  move  to  the  man- 
agement sidelines  is  intended  to  give 
him  time  to  get  back  into  the  laboratory 
and  concentrate  on  what  Amdahl's  an- 
swer to  IBjM  will  be  when  the  H  Series  is 
definitively  announced.  Amdahl  will 
have  to  have  an  answer.  Without  some 
new  technological  edge  on  the  latest 
from  IBM,  the  spacious  green  grounds  of 
Amdahl's  Sunnyvale  headquarters  might 
better  be  used  for  horse  grazing  than 
computer  making.  It's  that  serious. 

But  back  to  Amdahl  Treasurer  Ed 
Thompson  and  his  stomach,  queasy 
from  so  many  rich  meals.  The  bankers 
are  pressing  this  IBM  challenger  to  bor- 
row money  from  them. 

Recently  those  banks  set  up  a  $260 
million  revolving-credit  agreement  for 
Amdahl.  The  loan  is  to  insure  that  Am- 
dahl has  working  capital  to  see  its  way 
through  the  current  cash-flow  difficulties 


caused  by  leasing,  and  to  finance  Am- 
dahl's R&D — in  dollars  per  employee  al- 
ready number  two  in  the  nation  after 
high-technology  company  Waters  Asso- 
ciates. "We  have  a  significant  technical 
advantage  to  maintain,"  Thompson 
says.  "We  probably  won't  use  all  of  the 
credit  line  but  it's  insurance." 

As  insurance  policies  go  it's  a  good 
one,  running  until  1981  at  prime  or  just 
above  prime,  with  an  option  to  convert 
the  line  to  term  notes  payable  on  install- 
ment until  1984.  While  Thompson  is 
hesitant  to  talk  about  the  pricing  of  the 
agreement,  he  will  reveal  that  with  the 
terming  facility  he  has  guaranteed  Am- 
dahl funds,  even  in  1984,  at  a  rate  of  no 
more  than  the  prime  plus  1%.  A  good 
deal  for  a  company  with  a  1984  as  uncer- 
tain as  Amdahl's. 

How  come  Amdahl  gets  such  good  fi- 
nancing despite  its  difficulties?  The 
banks  insist  that  it's  just  a  question  of 
good  faith.  Patrick  W.  Leahy,  vice  presi- 
dent and  senior  lending  officer  for  the 
corporate  banking  group  of  Security  Pa- 
cific National  Bank,  one  of  the  major 
lenders  in  the  credit  syndication  led  by 
Bank  of  America,  says,  "There's  tremen- 
dous bank  customer  loyalty  with  Am- 
dahl. The  company  has  the  best  R&D  for 
its  segment  of  the  market,  and  they  are 
fully  able  to  compete  with  anyone."  By 
"anyone"  Leahy  means  IBM.  Overall,  he 
makes  Amdahl  sound  like  a  lender's 
dream,  with  a  comforting  debt-to-worth 


ratio  of  less  than  1  to  1 .  I 

In  the  future  Amdahl  may  becil 
even  more  of  a  prize  borrower.  Amol 
has  proposed  a  merger  with  Memol  J 
and  Thompson  says  the  deal  coulcB|j 
concluded  soon.  Mentioning  Memorellj 
enough  to  set  the  bankers  to  puncrl  j 
their  pocket  calculators,  figuring  si 
things  as  the  potential  Memorex-jjB 
dahl  market  share  and  the  subseqifc|^ 
funding  needs  of  this  new  giant,  wr  n* 
revenues  would  be  around  SI  billion. 

Thompson  has  played  an  astute  gi 
of  fueling  the  rivalry  between  the  bat 
In  its  short  life,  Amdahl  has  had  only 
other  revolving-credit  agreements, 
first  in  1977  for  S24  million  was  almo  I 
gift  from  a  Bank  of  America  that  1  ■ 
impressed    by    a    cash-rich    AmcL  col 
Thompson  never  used  it  but  he  did  w 
back  to  BofA  in  1978  to  seek  a  lai  ■ 
$100  million  line  even  though,  oi  I 
again,  Amdahl  didn't  need  the  moD  I 
But  in  1979  Amdahl  does  need  the  m  I 
ey  and  Thompson  faced  his  tough  |B 
test.  Would  BofA  stand  by  Amda  ■ 
Thompson  made  sure  it  would  by  soli  a 
ing  offers  not  only  from  the  West  Cc  tit 
banks  but  from  Citibank  in  New  Y 
and  Continental  Illinois  in  Chicagafc 
well.  "We  did  a  lot  of  horse  trading  b-.mb 
and  forth,"  says  Thompson,  "but  in  |co 
end  I  think  we  got  a  deal  comparable  E 
those  offered  to  larger  corporations  vul  . 
longer  histories  and  more  maturity."  I 

In  a  most  unsportsmanlike  manr|  I 
Thompson  admits  to  poring  over 
lOKs  and  lOQs  of  other  corporate  b  J 
rowers  and — sin  of  sins — compar  I 
notes  with  other  treasurers  who  hi  I 
wheedled  good  terms  out  of  the  banks  I 

The  angle  that  Thompson  and  a  lot  I 
other  corporate  treasurers  are  playing  I 
that  the  banks,  particularly  the  Midw 
and  East  Coast  banks,  still  have  a  lot 
liquidity  and  are  falling  all  over  the 
selves  to  lend  to  corporations.  Secur 
Pacific's  Leahy  and  his  internation 
market  counterpart,  Patrick  S.  Hagoi 
say  the  latest  statistics  show  that  sh 
treasurers  like  Thompson  have  raov 
away  from  their  typical  seasonal  oi 
year  lines  of  credit  to  finance  world 
capital  and  are  demanding  revolvn 
credit  lines  for  more  than  one  year.  Soi 
75%  of  these  lines  include  the  option 
convert  to  term  notes,  which  gives  t 
treasurers  the  ultimate  confidence  lr 
financial  world  where  the  latest  rumoi 
that  the  Fed  is  preparing  to  put  pressi 
on  the  banks  to  refrain  from  extendi 
credit  lines  to  corporations  interest 
only  in  backup  insurance  policies  a 
other  sorts  of  "nonproductive"  loans. 

So  if  Amdahl  doesn't  make  it  in  t 
rough  arena  of  competition  with  IBM, 
won't  be  for  lack  of  reasonably  pric 
credit.  Thompson  has  learned  his  revo 
ing-credit  lessons  well.  One  thing 
banker  fears  more  than  a  bad  risk 
another  banker  stealing  his  business.  I 
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What  is  NCR  up  to  now? 


We're  up  to 
|  number  two*  in 
computer  revenues 
worldwide. 

In  America— and  in  many  other 
countries  as  well— computer  sys- 
tems help  do  the  world's  work. 
And  NCR's  computers  are  work- 
ing in  120  countries  for  many 
different  industries,  institutions, 
and  agencies.  For  example,  more 
than  a  dozen  multinationals  with 
offices  in  New  York's  World  Trade 
Center  are  numbered  among  our 
customers.  Executives  of  such 
firms  as  Bangkok  Metropolitan 
Bank  and  Sumitomo  Bank 
depend  on  NCR  systems  for 
complete  management  control. 

Leadership  role  in  major 
industries— Why  are  we  up  to 

number  two  in  computer  related 
revenues?  Our  long  history  of 
industry  specialization  helped  put 
us  there.  Today,  NCR  has  more 
point-of-sale  terminals  in  depart- 
ment stores  than  anybody  else. 
We're  the  leading  supplier  of 
point-of-sale  terminals  to  super- 
markets. And  we're  the 
second  largest  supplier 
of  computers  to  the 

'International  Data  Corporation,  1976 
based  on  revenue  generated 
from  computer  operations. 


hospital  market.  In  the  field  of 
finance,  three  out  of  every  four 
bank  proof  machines  come  from 
NCR,  and  over  600  banks  use 
NCR  Central  Information 
File  systems. 

Avoiding  obsoiescence— What 
we  call  Migration  Path 
Engineering  has  helped  NCR 
gain  its  leadership  ranking.  As 
an  NCR  customer's  volume 
increases,  there's  another  NCR 
system  ready  to  handle  the 
larger  workload.  Executives  look 
for  this  kind  of  sophistication 
when  they  choose  an 
EDP  system. 

NCR  support  around  the 
world— NCR  supplies  it,  with 

16,000  highly  trained  field 
engineers  around  the  world. 

Now  you  know  why  NCR  is  a 
world  leader  in  general-purpose 


What  makes  the  American  Express  Card  indispensable? 

Icl  just  be  so  limit 


ithout  it. 


"Traveling,  shopping  in 
London  or  wherever,  I  like 
being  able  to  buy  what  I 
want  to  buy.  And  the 
American  Express"  Card 
lets  me.  Or  if  I  decide  to 
stay  longer  someplace,  I 
can.  Unlike  bank  cards, 
no  computer  will  stop  me 
because  an  embarrassing 
spending  limit  has  been 
set  in  advance.  And  with 
my  crazy  tour  schedule, 
unexpected  things  do  pop 
up  and  I  simply  count  on 
the  Card  to  handle  them." 

Lena  Home 


Vacation  time  is  another  time 

when  the  Card  is  indispensable.  For  plane 
tickets,  car  rentals,  hotels,  restaurants,  resorts. 
Not  to  mention  shopping.  And  the  Card  gives 
you  the  flexibility  to  stay  longer  if  the  skiing 
is  perfect  or  go  further  if  you  fall  in  love  with 
the  countryside.  After  all,  there's  practically  no 
imit  to  what  you  can  do  with  the  Card. 


Here's  proof 
the  Card  is 

indispensable.  Those  are  copies  of  the  receipts 
you  signed,  and  they  come  back  with  your 
monthly  bill.  They  usually  do.  Making  monthly 
budgeting  expense  accounts  and  annual  tax 
time  easier  to  figure  and  prove.  Just  one  more 
reason  to  be  a  Cardmember.  If  you  aren't  al- 
ready one,  call  800-528-8000. 


The  American  Express  Card.  Don't  leave  home  without  it. 


ENERGY  PLUS 


+  LEADERSHIP,  it  s  the 

combination  that's  doing  great 
things  in  Southeastern  Michigan. 

Great  things  get  accomplished  when 
leaders  in  state  and  city  governments 
and  the  private  sector  work  together. 

For  proof,  take  a  look  at  these 
exciting  developments  in  Southeastern 
Michigan: 

The  Renaissance  Center's  four 
gleaming  office  towers,  with  two  more 
to  come.  The  Detroit  Plaza  the  nation's 
tallest  hotel.  The  Pontiac  Silverdome. 


the  world's  largest  air-support  stadium 
and  site  of  the  1982  Super  Bowl.  The 
Joe  Louis  Sports  Arena,  now  under 
construction  and  site  of  the  1980 
Republican  Convention.  The  Detroit 
Science  Center.  The  10-acre  Hart  Plaza 
on  Detroit's  international  riverfront. 

And  because  more  than  80  percent 
of  Detroit  Edison's  electricity  is 
generated  not  from  oil  but  from  coal, 
our  nation's  most  abundant  fuel,  there 
is  plenty  of  electric  energy  available  to 
help  ideas  like  these  become  realities. 


Detroit  Edison  can  provide  energy 
plus  assistance  to  help  you  expand 
your  present  facilities  or  locate  your 
new  business  or  industry  in  South- 
eastern Michigan.  Write:  Area 
Development  Detroit  Edison.  308  WCB 
2000  Second  Ave., 
Detroit  MI  48226. 


William  G.  Meese 
Chairman  of  the  Board 
Detroit  Edison 


William  G.  Milliken 
Governor  of  Michigan 


A.  Young 
Mayor  of  Detroit 
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is  Henredon  able  to  be  so  profitable  in 
U  labor-intensive  industry?  Because  Bill 
Hth  is  wise  to  the  ways  of  the  rag  trade. 

"It  wont  be  a 
picnic  trying 
to  copy  us 


The  Up-And-Comers 


RE'S    SOMETHING    I    CLIPPED    OUt  of 

I  &  Country  last  night,"  says  William 
! pith,  sifting  through  a  large  pile  of 
Ings.  Carved  ivory  scrimshaw  cuff 
h  flash  reflected  sunlight.  "I've  never 
I .  .  .  they  call  it  a  'Louis  XV  armoire 
jnade  in  1803,'  which  is  after  Louis 
| .  .  .  but  I've  never  seen  a  provincial 
pire  with  a  double  bonnet  like  that, 
jit  be  a  nice  thing  to  do." 
bt  pops  a  piece  of  notepaper  with 
|e  apparently  uninspired  doodles  on 
This  was  the  headboard  in  my  bed- 
b  in  the  Stanford  Court  Hotel  last 
|k  in  San  Francisco,"  he  goes  on.  I 


liked  it.  So  I  drew  the  detail  here  and  I 
just  wrote  3 — 3 — 3  .  .  .  there  were  three 
of  these  things  between  the  posts.  And 
there  was  a  half  canopy.  ..." 

That  may  sound  like  idle  chatter.  But 
it's  not.  It  is  work  for  Bill  Smith,  presi- 
dent of  Henredon  Furniture  Industries, 
Inc.  As  he  puts  it:  "The  what-to-make 
thing  is  god-awful  important." 

The  acid  test  for  such  what-to-make 
decisions  is  the  semiannual  trade  fair  or 
"market"  in  High  Point,  N.C.  The  mar- 
ket is  only  days  away  now  and  Smith's 
adrenaline  is  flowing.  He  can  scarcely 
talk  quickly  enough,  the  words  shooting 


forth  with  letters  missing — entire 
phrases  abandoned  in  midstream. 

"This  market  we're  going  to  change 
our  ubo/e  entrance  way!"  he  says,  sweep- 
ing his  arm  grandly  across  the  room.  "Up 
until  now  we've  been  traditional  as  all 
hell:  velvet  on  the  walls,  elegant  wing 
chairs.  Now  it's  going  to  be  a  very  mod- 
ern, uptown  look.  We'll  jar  them  into  a 
sensibility  of  what  we're  trying  to  do!" 

Smith  is  trying  to  do  a  lot  of  things 
Henredon  has  not  done  up  to  now.  He  is 
seriously  exploring  the  overseas  market. 
("We're  going  to  license  an  upholstery 
manufacturer  in  Stuttgart.")  He  is  prowl- 
ing about  the  upper  end  of  the  office 
furniture  market,  trying  to  sniff  out  an 
opening.  ("A  staggering  market!  Look  at 
all  those  guys  in  New  York's  twin  towers 
who  buy  their  furniture  on  tax  dollars!") 
And  he  is  introducing  modern  (as  op- 
posed to  contemporary)  pieces  into  Hen- 
redon's  line.  ("We've  never  been  particu- 
larly known  for  modern,  but  that's  the 
growing  market.") 

"Growing"  is  the  operative  word 
there.  For  some  years  now,  $93.7  million 
(sales)  Henredon  Furniture  of  Morgan- 
ton,  N.C.  has  been  the  most  profitable 
public  company  in  the  furniture  busi- 
ness. Since  1974  its  return  on  equity  has 
averaged  better  than  20%  with  virtually 
no  long-term  debt.  With  some  1,100 
products  in  its  various  lines,  Henredon 
dominates  the  upper  end  of  the  furniture 
market,  where  prices  for  sofas  run  from 
$900  to  $3,000  and  from  $800  to  $1,700 
for  dining  room  tables.  It  is  a  coveted 
position.  While  Bassett  at  the  lower  end 
tends  to  feel  economic  downturns  at 


Smith  (  right ),  president  of  Henredon  Furniture  on  the  shop  floor. 

u  try  to  cut  that  ebony  .  .  .  and  miter  all  these  pieces  in  like  this  .  .  .  you  aint  going  to  come  off  too  easily  V 
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once  (Bassett  sales  were  off  modestly  at 
the  half-year  several  months  ago),  Henre- 
don  generally  cruises  through  such 
downturns  unscathed  (earnings  were  up 
another  38%  at  the  June  quarter),  thanks 
to  the  fatter  wallets  of  its  clientele. 

Profitable  as  Henredon  may  be;  how- 
ever, its  earnings  growth,  which  has  av- 
eraged just  1 1%  over  the  past  five  years, 
has  been  mediocre — in  common  with 
most  companies  in  this  highly  fragment- 


not  far  enough  along  yet  for  the  heir- 
apparent  question  to  come  up.  But  that 
will  be  an  interesting  situation  when  it 
does  come  up." 

So  Bill  Smith  may  figure  that,  the  bet- 
ter his  performance  as  chief  executive  of 
Henredon  is,  the  more  tractable  the  Wil- 
sons and  the  Colletts  will  be  at  the  board 
meetings,  and  the  further  off  will  be  the 
dreaded  war  of  succession. 

The  quickest  way  for  Smith  to  get 


A  multiple  carver  at  work  in  Henredon's  Morganton,  S  C.  plant 

"If  you've  only  got  an  hour's  production  run,  you  aint  cuttin'  much  p unkin t" 


ed  industry  of  small,  family-owned  firms 
(1,200  or  so  at  last  count).  Smith,  a  for- 
mer traveling  salesman  who  became 
CEO  two  years  ago,  is  determined  to 
make  his  mark.  That  means  improving 
Henredon's  growth  rate. 

Smith's  concern  with  growth  is  not  an 
effort  to  prevent  takeover  attempts  by 
raising  the  company's  multiple  from  the 
present  seven  times  earnings.  He  figures 
that,  if  all  the  holdings  of  the  four  found- 
ing families  were  rounded  up  and  added 
to  those  of  officers  and  directors  (Smith 
himself  owns  just  2.5%  of  the  stock),  he 
could  count  on  close  to  45%  of  the  2.6 
million  shares  in  a  takeover  struggle. 
That  is,  if  he  can  keep  the  families  from 
feuding.  ('  Henredon"  is  a  contraction  of 
Henry  Wilson,  A'alph  £dwards  and  Don- 
nell  Van  Noppen — former  executives  of 
nearby  Drexel  Furniture  who  left  to  start 
their  own  company  in  1945.  The  name 
of  the  fourth  founder,  Sterling  Collett, 
was  not  included  because  he  wasn't  well 
known  in  the  trade — thus  sparing  us  a 
company  called  "Henredonster"  or 
"Henscredon.")  "The  Wilsons  and  the 
Colletts  are  not  perhaps  the  most  social 
with  each  other,"  says  Smith.  "It's  not 
one  of  the  sweetest  parts  of  this  job  be- 
cause both  families  have  two  representa- 
tives on  the  board,  and  both  have  one 
member  working  for  the  firm.  They're 


improved  earnings  growth  is  through 
longer  production  runs  or  "cuttings." 
You  can  see  that  the  minute  you  walk 
into  a  Henredon  factory  with  its  multiple 
carvers  that  can  replicate  an  elaborate 
French  Provincial  leg  36  times. 

"  'Scene  One,'  "  says  Smith,  jabbing 
his  finger  at  a  computer  printout,  "is  the 
most  successful  collection  of  furniture 
this  company  has  ever  made.  Tremen- 
dously profitable  for  us  to  cut!  You  take 
an  item  that  sells  for  $634  and  you  cut 
1,000  of  them  in  December,  1,000  of 
them  in  January,  1,000  of  them  in  Febru- 
ary .  .  .  that's  $2  million  worth  at  cost  of 
that  one  piece  of  furniture,  and  you  look 
at  our  margins. 

"We  ain't  marginated  poorly!  Payroll 
to  production  averages  something  like 
27.4%  in  the  industry  and  we're  consid- 
erably less  than  20%.  Of  course,  payroll 
to  production  improves  dramatically  on 
these  large  cuttings  because  an  awful 
large  part  of  your  expense  is  setup  time. 
That  can  take  you  half  a  day.  Sometimes 
longer.  Well,  if  you've  only  got  a  produc- 
tion run  of  an  hour,  you  ain't  cuttin' 
much  punkin!  But  if  it's  27  days  straight 
like  'Scene  One'  here.  .  .  ." 

Getting  large  cuttings  is  not  easy, 
however,  particularly  in  the  upper  price 
brackets.  One  obvious  reason  is  that,  as 
in  the  rag  trade,  competitors  are  quick  to 
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"knock  off"  cheaper  copies  of  a 
high-priced  concept.  "The  machiner 
use  is  pretty  much  available  in  all 
plants,"  says  Smith,  "and  in  term 
labor  there's  a  great  dancing  back 
forth  between  factories." 

So  Smith  looks  for  furniture  des 
that  have  peculiar  subtleties  in  manu 
ture  that  will  at  least  delay  a  woul 
competitor.  "I  think  there  are  22  ca 
models  in  that  secretary  over  th 
says  Smith,  referring  to  a  scaled-d 
version  of  a  French  Re'gence  secreta 
first  saw  in  a  House  &  Garden  ad  bac. 
the  late  Forties  and  is  just  now  introc 
ing  in  the  Henredon  line.  "A  blue  mil 
setups  for  that  piece  of  furniture.  A  c 
plicated  thing." 

There  is  the  same  type  of  logic  bet 
some  of  the  modern  pieces  Smith  wil 
introducing  in  High  Point  this  moi  3  ■  - 
Take,  for  example,  an  Art  Deco  cock  - 
table  crafted  in  strips  of  maple  and  eb 
in  the  shape  of  a  40-inch  to  42-inch  ci  : 
Smith  remembers  what  went  thro 
his  mind  as  he  first  got  the  idea  look 
at  a  small  maple-and-ebony  striped 
Deco  box  of  very  different  shape  and 
in  a  magazine.  "I  thought  to  mysel 
won't  be  a  picnic  trying  to  copy  us 
cause  you  try  to  cut  that  ebony,  the  h 
est  wood  you  can  use  other  than  i 
wood,  and  miter  all  these  pieces  in 
this  .  .  .  you  ain't  going  to  come  off 
easily." 

Sometimes  Smith  concedes  he 
foxes  himself  and  designs  a  piece  of 
niture  that  is  too  complex  for  Henrei 
as  well  as  for  would-be  competit  P'1" 
"We've  had  this  made  for  over  a 
now,"  he  says,  pointing  to  a  bedra 
modular  with  a  canopied  bed,  "but 
haven't  shown  it  because  we  could 
make  it  in  time  to  have  the  same  bu 
alive  when  he  received  it!  I  mean 
were  quoting  nine  and  ten  months  de  ^ 
ery  and  that  don't  go  too  red  hot!" 

And  there  is  another  key  to  improv|; 
Henredon's  profitability:  Keeping  sa 
orders  and  cuttings  in  balance.  Thj 
tough  for  any  company  with  a  wide  an 
of  product  lines  in  a  fashion-orien 
business.  Smith  explains:  "The  big 
partment  stores  and  the  chains  d( 
give  you  an  order  at  the  trade  fair.  T 
have  to  go  back  home  and  check  inv 
tory  first.  So  you  take  a  composite 
what  orders  have  been  written  .  . 
that's  all  the  smaller  stores.  Only 
and  error  will  tell  you  whether  to  mui 
ply  the  orders  you  write  at  the  market 
three  and  one-half  or  four  or  five  to  an) 
at  the  proper  cutting." 

Smith  puts  his  white  patent-leat  " 
shoes  up  on  his  bleached-finish  Fret  nne: 
Provincial  desk  and  glumly  flips  throi 
a  daily  inventory  printout  he  has  pull 
from   an   elaborately   brassed  Koxi 
trunk-style  cabinet.  "All  these  mir  iti 
signs  are  lines  we  don't  have  in  stoc 
he  says,  frowning  and  pursing  his  U  •  i 
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■  2  ere  are  things  down  here  that  go  out 
ling  kpril  for  delivery.  It's  cost  us  untold 
I  iunts  of  business." 
tern  it  'twas  ever  thus  in  the  furniture 
bach  ness  when  business  was  good,  and 
th  later  pats  himself  on  the  back, 
de  ng  his  $11.2  inventory  shows  "a 
ty  good  turn  if  you  look  at  our  sales." 
he  boasts  that  he  is  winning  the 
!cai  nal  battle  with  the  big  department 
tii  e  customers.  "For  a  store  the  ideal  is 
ed-i  tell  against  stock  coming,"  he  says, 
retaj  iey'd  like  not  to  carry  inventory.  But 
jii  have  almost  compelled  them  to  buy 
ntro  rintory  now.  The  customer  won't 
t  four  to  five  months.  So  if  they  want 
\i  ;11  our  goods,  they  better  buy  it  when 

available." 
:be|Tiith,  a  veteran  poker  player  from  his 
ivl?  on  the  road  (".  .  .  hate  to  think  how 
"i-iiy  hands  I  played  while  I  was  working 
cue  cago,  Rockford,  Peoria,  Elgin,  Joliet, 
}f  Wisconsin,  Minnesota,  North  and 
th  Dakota  and  Iowa!"),  knows  he's 
ung  at  a  strong  hand  right  now.  He 
had  his  share  of  lucky  breaks  before, 
each  time  he  has  used  them  well, 
son  of  a  GM  middle  manager,  Smith 
laged  to  graduate  from  Harvard  in 
.  with  luck,"  as  he  puts  it)  just 
>re  going  off  to  World  War  II  as  a 
md  lieutenant.  After  the  war,  while 
ering  a  service  at  Christ  Church 
ted  Methodist  on  Park  Avenue,  he 
offered  a  job  on  first  sight  by  Heme- 
's Ralph  Edwards  ("I  guess  it  pays  to 
to  church!").  Untimely  deaths  of  at 
it  two  predecessors  greatly  speeded 
promotions. 

,Iow  57,  he  is  chief  executive  of  the 
st  profitable  company  in  his  industry, 
options  are  many.  Henredon  has  the 
ncial  muscle  to  make  major  plant 
litions,  should  Smith's  new  markets 
d  rapid  sales  growth,  or,  given  the 
ipany's  flexible  plants,  Smith  can 
ply  trade  up  to  larger  cuttings — thin- 
g  out  less  profitable  business.  Since 
product  lines  are  typically  "ex- 
ied"  from  three  or  four  small  begin- 
|g  pieces,  his  downside  risk  on  any 
icular  line  should  be  relatively  low. 
e  thing  does  not  tempt  him:  mergers, 
ith  explains:  "The  chief  executive  of 
arniture  company  is  the  chief  mer- 
ndiser — the  man  who  comes  up  with 
concepts  that  lead  to  designs.  You  get 
guys  with  artistic  inclinations  trying 
nerchandise  the  same  factories  ...  it 
*ht  not  always  work." 
s  clear  that  Bill  Smith  at  least  is  a 
npulsive  merchandiser,  always 
rching  for  the  next  Henredon  line, 
thing  pleases  him  more.  "I  was  having 
ner  with  our  New  York  fabric  man," 
says,  "and  in  his  apartment  he  had  a 
rored  table,  a  mirrored  wall  and  a 
rored  ceiling!  A  crystal  palace!  Boy, 
table  was  a  tremendous  thing!  Prob- 
y  made  by  Pace  or  Burton.  They  make 
or  two  at  a  time.  Unbelievably  good! 


You  look  at  an  idea  like  that  and  you  say, 
'Well,  this  dining-room  table  doesn't  ex- 
tend.' That's  the  kiss  of  death  for  us. 
People  just  don't  want  them  if  they  don't 
extend.  How  can  we  get  a  mirrored-top 
table  to  extend?  So  what  we  did  was 
mount  a  T-bar  on  the  inside  of  the  table- 
top  frame,  mount  the  mirror  on  a  float- 


ing panel  and  anchor  it  underneath  the 
T-bar  so  you  had  a  joint  where  the  glass 
fit  the  table.  This  guy  had  started  off 
with  a  big  piece  of  glass  and  ground  it 
down  to  conform  to  the  radius  of  the 
table  and  polished  it.  Well,  can  you  imag- 
ine us  doing  that?  Paying  for  that?" 

— Geoffrey  Smith 


Not  many  hot  stocks  from  the  Class  of  1969 
made  it  all  the  way  to  1979.  Centronics  did, 
but  with  many  a  cliff-hanger  along  the  way. 


Who  needs 
Las  Vegas? 


The  Up-And-Comers 


Centronics  Data  Computer  is  the  lead- 
ing independent  supplier  of  printers  to 
the  computer  industry  today  because 
skimming  was  such  a  popular  pastime 
among  Las  Vegas  casino  operations  back 
in  the  1960s.  The  practice  of  siphoning 
off  money  before  the  tax  collector  could 
count  it  was  cutting  deeply  into  state 
revenues.  The  then-governor  of  Nevada, 
Grant  Sawyer,  complained  about  it  one 
day  on  the  golf  links.  Robert  Howard 
happened  to  be  on  hand,  and  he  listened 
attentively.  The  former  assistant  to  the 
Varian  brothers  in  the  development  of 
radar  was  44  at  the  time  and  chafing 
because  he  wasn't  really  enjoying  his  ear- 
ly retirement  from  a  successful  career  of 
setting  up  and  operating  several  small 
electronics  and  cable-TV  businesses.  So 
Howard  offered  to  devise  a  computerized 
system  for  tracking  and  controlling  casi- 
no transactions.  He  collected  a  team  of 
engineers,  took  advantage  of  the  wild 
stock  market  of  1969  to  raise  $1.8  mil- 
lion and  went  to  work. 

"We  found  nobody  had  a  printer  fast 
enough  or  reliable  enough  to  keep  up 
with  the  gamblers,"  he  recalls.  "So  we 
had  to  develop  one  ourselves." 

But  how?  "It  was  a  painful  process," 
says  Howard.  "We  spent  a  lot  of  time  and 
money  trying  out  all  the  existing  tech- 
nologies. We  also  tried  a  lot  of  new  ap- 
proaches— you  never  go  down  just  one 
path  because  you  have  to  avoid  the  risk 
of  winding  up  in  a  dead  end.  We  did  a  lot 


of  mental  exercises  at  the  start  to  avoid 
dead  ends,  of  course,  but  even  so,  the 
search  used  nearly  all  our  startup  mon- 
ey." Howard  says  he  really  didn't  have 
any  choice:  "If  our  success  can  be  attrib- 
uted to  any  one  thing,  it's  our  research 
effort.  You  can't  allow  yourself  to  be 
wedded  to  just  one  technology;  you  nev- 
er know  when  you  need  another." 

Finally  his  people  hit  on  an  approach 
that  worked,  the  serial  matrix  printer:  A 
tiny  bank  of  wires  strikes  paper  through 
an  ink  ribbon  in  letter-shaped  patterns — 
similar  in  effect  to  a  fleet  of  skywriting 
planes.  This  process  could  translate  elec- 
tronic signals  into  printed  characters  at 
least  ten  times  faster  than  the- old  banks 
of  typewriter  keys  or  rotating  balls  a"  la 
IBM's  Selectric  typewriter. 

Howard  quickly  realized  there  was  a 
market  for  only  a  handful  of  the  casino 
systems,  but  thousands  of  people  might 
need  a  better  printer.  He  rushed  a  proto- 
type that  had  never  really  worked  ("we 
pretended  it  had  just  broken  down")  to  a 
computer  show  a  few  weeks  later,  in 
May  1970,  and  displayed  it  under  a  big 
sign  that  said,  "165  characters/second, 
$2,400  OEM  price."  The  company  rep 
quoted  six-  to  nine-month  delivery  dates. 

"We  walked  away  from  the  show  with 
52  firm  orders  for  a  machine  no  one  had 
ever  seen  work,"  marvels  Howard.  "We 
knew  we  had  a  tiger  by  the  tail. 

"One  thing  we  couldn't  do  was  manu- 
facture ourselves.  We  would  have  had  to 
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make  every  little  piece-part  ourselves, 
which  we  couldn't  afford,  or  rely  on 
many  vendors,  and  the  quality-control 
problem  would  have  been  impossible." 
Meanwhile  net  worth  had  dwindled  to  a 
mere  $400,000,  and  the  stock  market 
was  no  longer  a  source  of  funds. 

So  Howard  looked  for  a  joint-venture 
partner  and  found  Brother  Industries,  the 
Japanese  firm  that  makes  typewriters 
and  is  the  second-largest  producer  of 
sewing  machines  worldwide.  "They  had 
just  the  capacity  we  needed,  and  we 
found  that  the  Japanese  plan  very  long 
term  and  would  make  concessions." 

The  first  machines  were  delivered  in 
March  1971,  at  a  very  lucrative  markup. 
In  1972  the  little  company  broke  into  the 


deals  with  Hitachi,  Sharp,  Canon  and 
one  non-Japanese,  Olivetti. 

With  that  kind  of  support,  plus  some  of 
Centronics'  own  money,  Howard  could 
easily  keep  up  a  research  program  big 
enough  to  explore  every  avenue  of  new 
technology  that  appeared  and  offer  com- 
puter systems  companies  virtually  every 
worthwhile  combination  of  speed,  print 
quality  and  cost — Centronics  currently 
offers  40  varieties — available  anywhere 
in  the  marketplace.  "We  were  also  en- 
abled to  do  something  no  other  OEM 
supplier  except  the  mainframe  manufac- 
turers has  done  in  printers — create  a 
worldwide  service  system."  Over  time, 
the  company  built  up  a  string  of  129 
service  centers. 


( entronics  Data  Computer  Chairman  and  President  Robert  Howard 
Pont  be  wedded  to  one  technology;  you  may  need  another. 


black,  on  $6.9  million  in  sales,  and  the 
following  year  Howard's  high-bonus 
sales  force  sold  $24.3  million  worth. 
Centronics  earned  an  astounding  114% 
on  a  shareholders'  equity  that  by  then 
was  already  several  times  the  size  of  the 
initial  $1.8  million. 

Howard  had  seized  the  first  big  oppor- 
tunity— but  now  he  had  bigger  problems 
to  worry  about:  "Almost  from  the  begin- 
ning, there  were  people  saying  they 
would  put  us  out  of  business  once  they 
got  their  product  going."  Howard's  com- 
pany was  tiny  compared  to  the  main- 
frame producers,  who  all  made  printers 
of  their  own.  "It  was  immediately  clear 
that  we  had  to  take  the  risks  of  being  on 
the  leading  edge  of  technology,  if  we 
were  going  to  be  an  OEM  supplier  to  this 
[computer]  industry,"  recalls  Howard. 
"We  also  saw  that  if  we  wanted  to  re- 
main the  dominant  OEM  supplier,  we 
would  have  to  offer  the  entire  spectrum 
of  printers,  not  just  a  few  types." 

The  joint  venture  with  Brother  clearly 
pointed  the  way.  Howard  cut  similar 


Meanwhile,  the  expected  market  ex- 
plosion took  place.  Soon  there  appeared 
band  printers,  in  which  a  spinning  metal 
band  can  type  out  an  entire  line  on  each 
revolution,  instead  of  proceeding  charac- 
ter by  character.  Soon  there  were  nonim- 
pact printers  which  use  xerography  or 
jets  of  electrically  charged  ink  droplets  or 
heat-treated  paper  or  even,  most  recently 
in  an  IBM  unit,  lasers.  There  are  also 
devices  that  produce  entire  pages  at  a 
time,  instead  of  advancing  line  by  line; 
their  output  is  measured  in  hundreds  of 
lines  per  minute. 

One  recent  industry  tally  found  some 
86  OEM  suppliers  to  the  computer  sys- 
tems companies  now  competing  with 
Centronics,  including  heavyweights  like 
Control  Data  and  General  Electric,  but 
not  including  the  captive  production  of 
mainframe  makers  like  Burroughs,  Hon- 
eywell or  IBM,  which  may  account  for 
more  than  half  the  total  actual  dollar 
volume.  Yet,  of  the  independents,  Cen- 
tronics clearly  is  dominant. 

Today,  printers  are  the  largest  single 


peripherals  business  in  computers,  tl 
ing  an  estimated  $2.6  billion  at  the  " 
user  level,  equivalent  to  perhaps  $1. 
lion  at  the  OEM  level,  where  Centre] 
operates. 

Howard  is  sitting  on  top  of  a  com 
that  did  $122  million  a  year  in  pr: 
revenues,  up  62%,  and  earned  $18.4 
lion,  up  34%,  in  the  fiscal  year  ended 
June,  for  a  return  on  equity  of  about  3 
Each  of  the  original  shares — Ho^ 
owns  20%  of  the  5.8  million  outst) 
ing — is  now  six  shares  selling  for  a| 
$49  each,  or  about  16  times  earnings,' 
each  pays  a  $1  dividend.  Howard's  qi 
nal  cash  investment,  $350,000,  nowji 
a  market  value  of  over  $70  milf 
Brother  must  be  happy,  too;  it  oil 
160,000   unregistered   shares   and  I 
making  no  move  to  sell  them. 

Centronics  is  in  the  midst  of  the  \ 
stage  in  its  development,  a  major  exj 
sion  in  capacity  that  will  permit  i 
grow  to  the  $400  million  to  $500  mil 
sales  level.  It  is  getting  a  big  boost  f| 
the  booming  market  in  "personal"  cj 
puters.  Volume  is  already  large  enougi 
justify  putting  each  of  a  half-dozen  ll 
of  printers  on  its  own  assembly  1)' 
instead  of  mixing  them  together  on 
as  before.  "It's  a  very  sophisticated,  q 
puter-operated  system,"  sighs  How) 
"and  the  computer  program  for  operai 
it,  which  we  paid  a  lot  of  money  t 
reliable  supplier  for,  didn't  work.  We 
to  shut  down  altogether  for  a  month 
fall,  instead  of  a  week."  Once  the  b 
are  removed  at  the  home-base  plant! 
Hudson,  N.H.,  the  new  system  cari 
added  to  the  overseas  plants  in  low] 
Puerto  Rico  and  no-tax  Ireland. 

All  this  is  essential  to  moving  C 
tronics  on  toward  what  Howard  figc 
will  be  its  ultimate  destiny:  becominj 
the  computer  companies  what  Di 
Corp.  and  ACF  Industries'  Carter  grj 
are  to  the  auto  industry — the  major  s 
cialized  OEM  supplier  of  an  esseni 
piece  of  the  final  product. 

"The  computer  companies  think  tl 
make  their  own  printers  a  little  chea 
than  they  can  buy  from  us,"  How) 
explains,  "if  they  just  figure  their  mai 
facturing  costs.  But  when  they  also  fig 
in  development  costs,  the  loss  of  tf) 
own  management  time,  the  loss  of  fl4 
bility  from  carrying  all  the  added  ov 
head  and  so  forth,  then  they  will  find 
significantly  cheaper  for  them  to  b 
than  to  build.  In  fact,  I  hope  one  day 
sell  printers  even  to  IBM." 

One  market  he  won't  be  selling  tc 
the  gambling  casinos.  The  device  tl 
launched  Centronics  has  been  spun 
into  a  separate  company,  Gamex  Ind 
tries.  "I  don't  want  Centronics  to  lc 
like  a  speculative  gambling  stock,"  Haj 
ard  says,  conveniently  ignoring  the  f, 
that  at  16  times  earnings  just  about  a 
stock  qualifies  as  a  gambling  stock 

— Harold  Senek 
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he  real  key  to  a  master  trust  relationship 
» performance.  At  Readers  Digest,  that's 
rhat  we  get  from  Chemical  Bank,  and  Chemical 
ankers  like  Bob  and  George." 


liam  J.  Cross,  Vice  President  and  Treasurer,  The  Reader's  Digest  Association,  Inc. 
Dtographed  at  Reader's  Digest  headquarters,  Pleasantville,  New  York. 


Fhe  whole  idea  of  master  trust  is  a 
lirly  new  one,"  says  Bill  Cross, 
lice  President  and  Treasurer  of 
Reader's  Digest.  "And  conceptually, 
le  didn't  have  any  difficulty  under- 
handing  it. 

"When  we  decided  to  establish 
jne,  we  talked  with  a  number  of  pro- 
pective  master  trustees.  Our  confi- 
dence in  Chemical  Bank,  based  on 
fur  long  time  banking  relationship, 
fed  us  to  select  them.  We've  been 
Sappy  that  we  did. 

"Basically,  we  took  the  assets  of 
[ur  pension,  profit-sharing  and  thrift 
llans  and  put  them  into  one  invest- 
ment pool-  the  goals  of  which  are  es- 
tablished by  us. 

"There  are  three  investment 


managers—  one  of  which  is  Chemical 
Bank.  But  since  Chemical  is  the  mas- 
ter trustee,  the  bank  is  also  custodian 
and  record-keeper—  holding  all  secu- 
rities, clearing  all  trades,  collecting 
all  income,  reporting  all  transactions 
by  investment  manager,  consolidating 
them,  and  breaking  out  the  beneficial 
interest  of  each  participating  plan. 

"The  quality  of  Chemical's  ser- 
vice has  been  exceptional.  We're 
particularly  impressed  by  Chemical's 
fully  accrued  reporting  system.  Those 
reports  are  timely,  giving  us  the  in- 
formation we  need  to  compare  and 
evaluate  the  performance  of  our  in- 
vestment managers. 

"And  you  certainly  can't  ignore 
Chemical's  people.  Our  Trust  Officer 


is  Bob  Moriarty,  and  he's  the  one  be- 
hind the  smooth  functioning  of  all 
that  timely  reporting.  Our  Fixed  In- 
come Manager  is  George  Parthemos, 
and  he's  the  one  behind  the  on-going 
management  of  the  fund.  Between 
them,  they  help  us  cut  way  down  on 
day-to-day  follow-up." 

At  Chemical  Bank,  experienced 
people  like  Bob  and  George  are  an 
important  factor  in  building  a  rela- 
tionship as  successful  as  this  one. 
But  so  are  Chemical's  determination 
to  build  on  its  stature  in  master  trust, 
and  its  commitment  to  provide  quality 
services. 

All  of  which  you'll  discover 
once  your  relationship  with  Chemical 
begins. 


CkemicalBank 
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5years  ago  few  Americans 

realized  that  servicing  oil  wells  would  be 

as  crucial  as  starting  them. 


But  Grace  knew. 

Back  then,  most  people  thought  the 
problem  was  finding  new  sources 
of  oil. 

But  at  Grace,  we  knew  that  oil  and 
gas  production  could  only  expand  as 
fast  as  the  support  services  that 
made  it  possible. 

So  our  Energy  Services  Division 
had  already  stepped  up  its  efforts  to 
help  oil  and  gas  producers  meet 
the  growing  domestic  demand.  With 
services  like  contract  drilling,  tool 
and  pipe  rental,  oil  field  equipment 
manufacturing,  and  downhole 
services. 

Today,  our  energy  service  companies 
account  for  about  half  the  profits  of 
Graces  Natural  Resources  Group. 
And  Natural  Resources— including 
production,  development,  and 


exploration  of  oil,  gas,  and  coal- 
are  only  one  part  of  Graces  total 
operation. 

Grace,  in  fact,  is  a  $4.5  billion 
company  with  broadly  balanced 
interests  in  chemicals,  natural 
resources,  and  consumer  businesses. 

Since  1968,  the  company's  net 
income  has  grown  by  an  average  of 
16%  annually.  And  shareholders  have 
been  receiving  cash  dividends  for 
45  consecutive  years. 

Our  latest  earnings  statement  can  tell 
you  more.  Send  for  it  by  writing  to 
W.R.Grace  &  Co., Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y  10036,  Dept.  FB-5. 

One  step  ahead  of  a 
changing  world. 

chemicals  •  natural  resources  •  consumer  products 


GRACE 


l)r  William  Brown,  chairman  and  chief  executive  officer  of  Pioneer  Hi-Bred,  stands  in  experimental  cornfield 
Plantings  are  being  grown  from  hybrid  corn  seeds  developed  in  company's  research  laboratories. 


For  50  years  now,  Pioneer  Hi-Bred  has  been  concentrating  on  ot\ 
thing — and  doing  it  superbly  well 


A  sustained 
harvest 


Henry  Agard  Wallace,  Vice 
President  of  the  U.S.  under  FDR 
(1941-45)  and  later  the  left-wing 
Progressive  Party's  candidate  for  Presi- 
dent in  1948,  is  only  a  footnote  in  the 
history  books.  His  place  in  business  his- 
tory is  more  secure.  Before  he  left  Iowa 
to  become  FDR's  Secretary  of  Agricul- 
ture and,  later,  Vice  President,  Wallace 
founded  the  first  company  in  the  world 
to  develop  and  sell  hybrid  corn  seed. 

Half  a  century  later,  Des  Moines-based 
Pioneer  Hi-Bred  International  is  the 
world's  largest  seed-corn  producer  and  is 
still  following  the  basic  principles  laid 
down  under  Henry  Wallace  in  the  1920s. 
On  revenues  of  more  than  $300  million 
in  its  fiscal  year  ending  Aug.  31,  it  netted 
$39  million-plus,  returned  more  than 
20%  on  equity  and  picked  up  another 
point  or  so  of  market  share  (currently 
about  31%).  In  the  early  1970s  Pioneer 
surpassed  Illinois'  DEKALB  AgResearch 


to  become  number  one,  extending  that 
lead  ever  since. 

Pioneer  stays  on  top  for  two  reasons:  It 
has  the  biggest  and  finest  dealer-sales- 
man network  in  the  business;  and  it 
probably  spends  more  on  hybrid  research 
than  its  competitors — $8  million  this 
year  on  corn  seed  alone. 

That  research  is  crucial.  Seed  corn  is 
expensive;  it  comes  to  about  5%  of  a 
farmer's  overall  corn-crop  cost.  To  per- 
suade its  customers,  a  company  must 
prove  that  its  variety  will  yield  more 
than  its  competitors'.  Most  hybrid  corn 
is  a  genetic  freak.  It  does  not  transmit  its 
qualities  to  the  next  generation,  so  the 
farmer  cannot  produce  his  own  seed. 

Pioneer's  marketing  system  was  devel- 
oped 40  years  ago  by  Roswell  Garst,  a 
friend  of  Wallace's  (and  later  a  much  pub- 
licized "adviser"  to  Nikita  Khrushchev). 
Garst,  whose  Pioneer  distributorship, 
Garst  &  Thomas,  is  today  the  company's 


biggest,  dreamed  up  a  great  sales-pii 
and  Wallace  bought  it.  He  offered  farl 
ers  a  deal:  Plant  our  hybrids  next  to  yfl 
own  seed  and  pay  us— after  harvest — h 
the  value  of  the  extra  corn  our  seed  p| 
duces.  Nelson  Urban,  who  moved  to  Pi 
neer  in  1930  from  Wallace's  publishi 
business  and  ran  the  sales  force,  oil 
said:  "In  those  days  the  only  way  farm< 
were  really  sold  was  to  get  them  to 
eight  pounds  of  corn  and  put  it  up  again 
their  own  corn  and  then  rub  their  noi 
in  the  results." 

It  worked.  In  most  fields  the  hybl 
beat  ordinary  corn  by  20  bushels  to  t 
acre.  By  the  time  World  War  II  aj 
postwar  reconstruction  brought  bod 
times  to  American  farmers,  Pioneer  vi 
positioned  to  prosper  along  with  the: 
Today  Nelson  Urban's  M.B.A.  sd 
Thomas,  is  president  and  in  line  to  sij 
ceed  Dr.  William  L.  Brown,  66,  a  pij 
puffing    cytogeneticist,    when  Brcrt 
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©  Copyright  1979  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member,  Securities  Investor  Protection  Corporation  (SIPC). 


Four  outstanding  note  agree- 
ments blocked  a  $100-million 
private  placement.  Merrill 
Lynch  skillfully  developed  a 
new  note  structure  that  over- 
came the  obstacles. 

A  highly  successful  company 
wanted  to  raise  $100  million  in  20- 
year  notes,  privately  placed. 

Straightforward  enough, 
except  that  there  were  four  restric- 
tive note  agreements  outstanding. 
The  seven  canny  institutional 
lenders  who  held  them,  all  had  to 
approve  the  new  financing. 


The  company  brought  this 
intriguing  challenge  to  Merrill 
Lynch  White  Weld.  Not  because  of 
our  size,  though  $3  billion  in  private 
placements  in  1978  is  hardly  insig- 
nificant. No,  they  needed  our  special 
skills  to  persuade  the  lenders  that 
they  deserved  unusual  cooperation. 

The  lenders  did  cooperate. 
They  acknowledged  a  hidden 
strength  we  brought  to  the  fore: 
substantial  overseas  assets.  fr-£c 
And  they  gave  the  borrower  7  ,*\j> 
more  freedom,  because  we  wr 
showed  how  it  would  u^l/ 


improve  their  position. 

The  result:  a  new  financing 
that  gave  the  lenders  maximum  pro- 
tection and  the  borrower  maximum 
flexibility. 

Maybe  it's  time  you  dealt  with 
a  breed  apart.  For  more  information, 
write  to  James  D.  Price,  Managing 
Director,  Private  Financing  Group, 
Merrill  Lynch,  165  Broadway,  New 
York,  N.Y.  10080. 

Merrill  Lynch 

Merrill  Lynch  White  Weld  Capital  W  Markets  Group. 

A  breed  apart. 


steps  down  as  chairman  and  CEO. 

To  press  its  sales  effort,  Pioneer  uses 
about  3,500  salesmen,  most  of  them 
part-timers  who  are  farmers  themselves. 
It's  a  nifty  business  that  the  farmers  can 
work  at  when  their  owti  businesses  are 
closed  for  the  winter.  The  average  farm- 
er-salesman earns  S6,000  to  $8,000  a 
year  at  it,  and  a  few  stars  make  up  to 
S30,000 — the  difference  between  profit 
and  loss  for  many  in  a  bad  year. 

Under  today's  updated  version  of  the 
Garst-Urban  approach,  Pioneer  delivers 
the  seed  to  independent  farmer-sales- 
men, who  then  distribute  to  customers. 
The  salesman  pays  Pioneer  only  after  he 
is  paid  by  his  customer.  Unsold  seed  is 
returned  to  the  company.  The  salesman, 
as  an  independent  agent,  will  finance 
customers,  but  at  his  owti  risk. 

Today,  all  large  seed  companies  in  the 
U.S.  use  this  system,  but  none  as  suc- 
cessfully as  Pioneer.  When  you  deal  with 
farmers,  there  are  times  when  you  have 
to  become  their  partner;  you've  simply 
got  to  ride  with  them  when  times  are 
bad.  Pioneer  lost  money  all  through  the 
Depression  because  its  customers  were 
losing  money.  In  fiscal  1978,  when  un- 
usually poor  growing  weather  led  to  sub- 
stantially reduced  com-seed  yields,  Pio- 
neer stuck  by  the  preliminary-  prices  it 
had  announced  to  growers  rather  than 
revising  them  upward.  "We  had  overesti- 
mated our  own  yields,  but  to  raise  prices 
further  than  the  4.5%  we  had  originally 
set  wouldn't  have  been  iustified,"  says 
Brown.  Pioneer  absorbed  a  20%  drop  in 
earnings  and  Brown  makes  it  plain  he 
would  do  it  again.  "We're  not  in  business 
just  for  a  year  or  two,  but  for  the  long 


Growing  cultures  for  rieu  strains 
The  seeds  of  profitability. 

run,"  he  says.  Besides,  other  big  seed 
firms  also  held  the  price  line. 

In  addition  to  seed  com,  Pioneer  pro- 
duces soybean  seed,  hybrid  sorghum  and 
alfalfa,  and  for  40  years  was  in  the  poul- 
try business.  In  1978  it  sold  its  persis- 
tently money-losing  Hy-Line  and  Indian 
River  poultry  operations  to  a  West  Ger- 
man firm,  Lohman  &  Co.  AG,  for  S 13 
million,  about  book  value.  That  was  a 
hard  decision  to  make  because  poultry 
was  one  of  the  original  businesses  cre- 
ated by  founder  Wallace  and  was  run  by 
his  son,  H.B.  Wallace. 

But  even  more  troublesome  has  been 


Pioneer's  diversification  into  electro 
with  the  1976  acquisition  of  tiny  No| 
Corp.,  a  producer  of  microproci 
products,  for  $2  million.  Norand ' 
short  of  cash.  It  was  a  growth  opporl 
ty  Pioneer  couldn't  resist.  Virtually  d 
free  since  1926,  Pioneer  borrowed 
million,  using  S18  million  to  expand 
electronics  company. 

Pioneer  originally  figured  Naj 
would  be  profitable  in  1978.  Not  % 
was  it  not,  but  this  year  its  loss  widd 
to  about  $5.5  million  before  taxes 
sales  of  about  $13  million.  Now,  Bn 
says  only  he  thinks  Norand  will  q 
close  to  breaking  even  in  the  next  1 
18  months.  But  he  doesn't  sound  < 
vincing.  Genetics  isn't  electronics— 
microprocessors  aren't  corn. 

Talk  about  corn,  though,  and  the 
fessonal  Brown,  at  66  one  of  the  nati 
outstandmg  geneticists,  brightens, 
day  we  have  the  best  hybrid  lu( 
across  all  maturities  that  we've  hai 
the  last  10  to  15  years,"  he  says.  He  a 
hybrid  stars  like  the  3780 — a  broad-s^ 
trum  corn  seed  somewhat  analogous] 
broad-spectrum  antibiotic  in  the  d 
business.  He  mentions  other,  specific] 
aimed  seeds  like  Pioneer's  3311,  31 
and  3 1 84,  now  competing  successfullj 
the  south  central  com  belt  against! 
trenched  local-seed  varieties. 

With  all  this  going  for  it,  Pioneer  cdj 
wrest  a  couple  of  points  more  of 
share  this  year.  The  corn  market  i 
gradually  maturing,  so  Pioneer  is  divd 
fying  its  powerful  research  into  soybe 
and  wheat — even  though  few  things  i 
ever  be  as  profitable  as  com.  So,  l 
needs  chickens-  Or  electronics?  ■ 


Henry-  A  Wallace 

A  man  with  a  mission. 


Henry  Wallace  of  Iowa 

The  development  of  hybrid  com  has  been  called  the  out-l 
standing  genetic  achievement  of  American  agriculture.  The 
man  most  responsible  for  it  was  Henry  Agard  Wallace. 

As  an  Iowa  high  school  student,  Wallace  was  already 
systematically  breeding  different  com  strains  to  try  to  imi 
prove  crop  yield.  By  1924,  he  had  sold  15  bushels — all  there 
was  available — of  his  famous  "Copper  Cross"  seed.  Twaj 
years  later  he  founded  Pioneer  Hi-Bred  Com  Co.,  the  first 
company  in  the  world  devoted  exclusively  to  hybrid  com. 
By  the  time  Wallace  left  for  Washington,  Pioneer  Hi-Bredl 
was  a  going  concern  under  his  friends  Jay  Newlin  and] 
Raymond  Baker,-  and  two  Iowa  marketing  geniuses.  Roswell! 
Garst  and  Nelson  Urban,  were  developing  the  sales  organi- 
zation that  Pioneer  still  uses. 

Today  the  Wallace  family  and  other  heirs  still  own 
control  some  27%  of  the  nearly  16  million  Pioneer  sharesi 
outstanding,  with  a  market  value  of  over  SI 00  millionJ 
Although  H.B.  Wallace,  Henry's  son,  retired  last  year,  Tames; 
Wallace,  a  cousin,  is  still  with  the  company,  and  other 
Wallaces  sit  on  the  board. 

Robert  B.  Wallace,  another  son  of  Henry,  is  cochairman  of 
a  foundation  called  Population  Crisis  Committee.  But  after 
their  father's  political  experiences,  the  other  Wallaces  keep 
a  low  profile.  Public  office?  "Good  heavens,  no,"  Robert 
says.  "Not  from  this  generation.''  Party  preference?  AU| 
three  of  Wallace's  children  are  registered  Republicans. 
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William  Bray,  managing  director  Europe,  tells  how  A&A  works  from  a  client  's  point  of  view: 


"We  coordinate  multinational  risk  planning 
so  clients  have  uniformity  without  overspending? 

"To  put  together  a  worldwide 
program  for  multinationals,  we 
must  first  understand  their  corpo- 
rate philosophy  Our  international 
specialists  and  loss  control  people 
tnen  visit  all  of  the  major  client 
sites,  gathering  data  through  vari- 
ous risk  analysis  techniques.  After 
reviewing  and  analyzing  the  data, 
we  put  together  the  most  imagina- 
tive program  we  can  conceive  — 
one  that  matches  our  client  's 
philosophy  and  complies  with 
varying  local  tariffs  and  legislation 
By  properly  coordinating  and 
planning  multinational  programs, 
we  can  help  avoid  errors,  dupli- 


cations and  omissions  — thus  pro- 
viding uniformity  of  worldwide 
coverage  with  maximum  cost 
effectiveness.  We  have  skilled 
multilingual  personnel  in  36  coun- 
tries, assuring  the  same  level  of 
service  around  the  globe  that  we 
provide  in  the  United  States." 

Working  from  a  client  's  point 
of  view  is  our  way.  In  London, 
where  Bill  Bray  is  based.  And  in 
over  1 10  cities  here  and  overseas. 
That  means  working  as  allies, 
solving  business  problems  to- 
gether. Our  international  network 
does  the  painstaking  field  work 
that  enables  multinational  clients 


to  coordinate  their  far-flung  risk 
management  and  benefits  plan- 
ning into  a  cohesive,  more  cost- 
efficient  package. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and 
financial  services  business.  We 
have  the  facilities,  expertise  and 
strength  to  act  as  effective  allies. 
We  work  from  the  client's 

whether  the  cor-  Alexander 

poration  is  large  AAjeXande 

or  small.  * 
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Calculators  have  come  a  long  way  in  a 
short  time. 

They've  gotten  smaller.  More  sophisti- 
cated. More  economical.  And  more  reliable. 

And  since  the  beginning,  Canon  has 
been  a  leader  in  the  calculator  revolution. 

In  1964,  we  introduced  the  world's  first 
10  key  desktop  calculator  Since  then  a  con- 
tinuous research  and  development  program 
has  enabled  us  to  hold  our  position  as  a 
leader  in  the  calculator  industry.  And  with 
our  improved  calculators,  in  reliability  as  well. 


Representing  this  development  has  been 
a  line  of  advanced  printing  calculators  that 
combine  advanced  electronic  technology 
with  simple  adding  machine-like  keyboard. 

Our  display  calculators  have  large,  easy- 
to-read  displays,  fatigue-free  keyboards,  and 
are  unique  in  their  class  for  reliability.  And 
our  line  of  printer/display  calculators  is  the 
perfect  combination  of  digital  display  conve- 
nience and  tape  printout  precision. 

Through  the  years  Canon  has  continually 
expanded  its  technological  and  manufactur- 


ing capability  at  its  Costa  Mesa,  California 
plant  to  meet  the  growing  needs  of  the 
American  consumer  And  is  producing  the 
most  advanced  calculators— display,  pnnte 
and  printer/display— at  this  modern  produ 
tion  complex. 

Research.  Features.  Reliability.  Value. 
Now  all  from  one  reliable  calculator 
source  ...Canon. 

Call  your  local  Canon  dealer  about  the 
full  line  of  Canon  commercial  calculators. 


Get  it  from 
reliable  source. 
Canon. 
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CHECK  BELOW  FOR  THE  NEAREST  CANON  DEALER. 


ALASKA 

Anchorage  The  Arctic  Office 

Machines  Co.  907  277-3527 

Fairbanks  Bower's  Office  Products.  Inc.  907  479  6264 

ARIZONA 

Bullhead  City  The  Booster  602  754  3737 

Flagstaff  Walsh  Bros.  Office  Equipment  602  526-2818 

Glendale  Walsh  Bros  Office  Equipment  602  931  4317 

Lake  Havasu  Parks  Business  Equipment  602  855  8081 

Mesa  Walsh  Bros  Office  Equipment  602  962-4217 

Phoenix  Walsh  Bros  Office  Equipment  602  244-9721 

Prescott  Seitz  Business  Equipment  602  445-6292 

Tucson  Walsh  Bros.  Office  Equipment  602  623  5446 

Yuma  Yuma  Office  Products  602  783  4431 

CALIFORNIA 

Angels  Camp  Calaveras  Office  Supply  209  736  2240 

Artesia  Artesia  Calculator  Service  213  860  2439 

Barstow  Barstow  Stationers  714  256-2161 

Beverly  Hills  Business  Equipment 

Center  213  272  0697 

Bishop  Bishop  Typewriter  Company  714  873-5773 

Blythe  Fisher  Ranch  714  922  4242 

Burney  Hughes  Print  &  Office  Supply  916  335  4596 

Canyon  Country  Quality  Office 

Machines  805  251  1120 

Carson  Astro  Office  Products  213  770-6010 

El  Centro  Crossland  Office  Supplies  714  352  4645 

Fresno  Roy's  Office  Equipment  Center  209  485  0751 

Grand  Terrace  P  E  C  .  Ltd  714  825-6821 

Indio  Indio  Cash  Register  714  347  1500 

Inglewood  Certified  Equipment  Sales 

Company  213  678-7285 

Inglewood  Quality  Business  Machine 

Co.  213  571-0075 

Lancaster  Desert  Office  Equipment, 

Inc.  805  942  8466 

Lompoc  Stateside  Office  Supply  805  736  1231 

Long  Beach  California  Calculator  Co  213  422-1291 

Los  Angeles  Angelus  Typewriter 

Company  213  385  7433 

Los  Angeles  Astro  Office  Products  213  770  6010 

Los  Angeles  Business  Machines 

Unlimited  213  559  7840 

Los  Angeles  Cassidy.  Cence  &  Marshall  213  627  5491 

Los  Angeles  Westfall  Office  Equipment 

Co  213  385  0021 

Merced  Davis  Typewriter  Company  209  723  2929 

Modesto  L  M  Morn;  Company  209  529  3610 

Napa  Allied  Business  Systems  415  444  6383 

Napa  Barwick  Business  Machines  707  224  3128 

Oakland  Allied  Business  Systems  Inc  415  444  6383 

Orange  P  E  C.  Ltd.  714  997  2404 

Oxnard  Crawford  Business  Equipment  805  486-6348 

Pasadena  Business  Machines  & 

Equip  Co.  213  796  5311 

Pomona  Cook  Arthur.  Inc.,  Office  Mach  714  629-7630 

Redding  Cascade  Office  Machines  916  241  7921 

Sacramento  Central  Office  Equipment 

Co  916  447  4853 


Sacramento  Golden  State  Business 
Systems 

Salinas  Dunn's  Office  Equipment 
San  Oiego  Cash  Lewis  Company 
San  Diego  Pacific  Data  Systems 
San  Diego  Remco  Business  Products, 
Inc 

San  Diego  The  Machine  Age 

San  Francisco  Business  Equipment 

Company 

San  Luis  Obispo  Dick's  Office  Machines 
Santa  Barbara  Ayala  Business 
Equipment  Co. 

Santa  Maria  The  Typewriter  Doctor 
Santa  Rosa  Sampson  Typewriter 
Company 

Shaffer  Shafer  Office  Supply 
Stockton  Turner  Business  Machines 
Sunnyvale  Business  Equipment  Co. 
Van  Nuys  A  1  Business  Machine 
Company 

Ventura  Tri  County  Business  Machines 
Wasco  Shafer  Office  Supply 
Watsonville  Jim's  Business  Machines 
Yreka  Top  Office  Products 
Yuba  City  Mid  Valley  Office  Machines 

COLORADO 

Boulder  Western  Office  Supply 
Colorado  Springs  Louden  Office 
Machines 

Cortez  Patterson  Office  Equipment 
Craig  Courier  Office  Supply 
Craig  Tip  Top  Type  Shop 
Denver  Independent  Service  Inc. 
Fort  Collins  Northern  Calc. 
Business  Products 
Greeley  Bachman's 
Greeley  Nelson  Office  Supply 
LaJunta  Gobm's 
Lamar  Gobm's 
Rocky  Ford  Gobm's 
Salida  Leland  Leak  Enterprises 
Salida  Mountain  Mail 

HAWAII 

Hilo  Office  Things,  Inc. 
Honolulu  Office  Things,  Inc. 
Kahului  Office  Things,  Inc. 
Kaunakakai  Office  Things,  Inc 

IDAHO 

Blackfoot  Intermountain  Business 
Systems 

Boise  A  1  Business  Machines 
Kellog  Panhandle  Office  Supply 
Pocatello  Intermountain  Business 
Systems 

Twin  Falls  Snyder's  Office  Equipment 


916  441-2917 
408  424  4861 
714  582-2055 
714  292-4741 

714  571-1737 
714  277-0151 

415  392  1005 
805  543-7651 

805  682-2338 
805  925  6434 

707  542  1838 
805  746  3077 
209  951-7272 
415  969  2666 

213  782-3070 
805  647  1258 
805  758-6441 
408  724-2575 
916  842  1750 
916  673  7896 


303  442  4707 

303  473  1118 
303  565-8478 
303  824-6531 
303  879-0225 
303  744-7071 

303  493  8848 
303  352  7503 
303  353  0246 
303  384-4761 
303  336-4727 
303  254-3055 
303  539-4365 
303  539-6691 


808  935  5401 
808  524-0220 
808  877-7331 
808  558-8956 


208  785  0034 
208  345  0054 
208  786-9101 

208  233  3812 
208  733  7075 


NEVADA 

Las  Vegas  A  1  Office  Machine  Co 
Reno  Sin  Business  Machines 


Inc. 


702  384  1775 
702  323  3079 


NEW  MEXICO 

Alamogordo  The  Ink  Well.  Inc 
Albuquerque  American  Computing  & 
Electronics 

Farmington  Office  Supply  &  Service  Co 

Gallup  Gallup  Blue  Print 

Hobbs  I  Got  It  Business  Machines 

Las  Cruces  Office  Machines  &  Service 

Inc. 

Lovington  Herb's  Office  Center 
Portales  The  Office  Center 
Roswell  John  Office  Supply 
Santa  Fe  Southwest  Business  Systems 
Silver  City  Pete's  Business  Machines 

OREGON 

Burns  Burns  Office  &  Art  Supply 
Coos  Bay  Frank's  Office  Equipment 
Eugene  Oregon  Typewriter  &  Recorder 
Medford  Valley  Office  Equipment 
Newport  Kangiser  Office  Supply 
Portland  Oregon  Typewriter  &  Recorder 
Roseburg  Roen's  Office  Equipment 
Salem  Oregon  Typewriter  &  Recorder 
The  Dalles  Craig  Office  Supply 

UTAH 

Moab  Spencer's  Printing  &  Stationery 
Ogden  Intermountain  Office  Equipment 
Provo  Lloyd's  Business  Machines 
Salt  Lake  City  All  Makes  Typewriter 
Company 

WASHINGTON 

Bellingham  Blackburn  Office 
Equipment 

Clarkston  Hohman  Business  Machines, 
Inc 

College  Place  Color  Press 
Everett  Alpine  Office  Equipment 
Longview  Area  Office  Products 
Pasco  Basin  Typewriter  Company 
Seattle  Acme  Office  Machine  Service 
Co. 

Seattle  McDonald  &  Klein,  Inc. 
Spokane  ABC  Office  Equipment  Co 
Tacoma  Calculators  Unlimited 
Wenatchee  Keeter  &  Rodstol,  Inc. 
Yakima  Sig's  Office  Machines 

WYOMING 

Casper  Marv's  Office  Equipment 
Cheyenne  Frontier  Office  Equipment 
Lander  Marv's  Office  Equipment 
Sheridan  Top  Typewriter 


505  437  7300 

505  265-9535 
505  327  7381 
505  863  9396 
505  393  3676 

505  523  7406 
505  396  3621 
505  356  4477 
505  622  1251 
505  982  4224 
505  538-9721 


503  573-2231 
503  269-9383 
503  342-2463 
503  779  4000 
503  265  5571 
503  224  2141 
503  672-6768 
503  364  3344 
503  296  5631 


801  259-5735 
801  399-5826 
801  374-0725 

801  328-4941 


206  733-7660 

509  758-8165 
509  525-6030 
206  252-4164 
206  636  5924 
509  547  8896 

206  633-3355 

205  527  3700 
509  922  4600 

206  572-5678 
509  663  6311 
509  248  6550 


307  234  0517 
307  634  9665 
307  332  9763 
307  672  3144 


Torrington  Torrington  Office  Products     307  532  7374 


Where  quality  is  the  constant  factor. 


Canon 


Electronic 
Calculators 


Canon  USA,  Inc  ,  10  Nevada  Drive,  Lake  Success,  New  York  11042  Canon  USA,  Inc  ,  140  Industrial  Drive,  Elmhurst.  Illinois  60126 

Canon  USA,  Inc  ,  6380  Peachtree  Industrial  Blvd  .  Norcross.  Georgia  30071     Canon  USA  Inc  ,  123  Paulanno  Avenue  East,  Costa  Mesa.  California  92626 


Bad  politics  and  bad  economics,  it  is  argued  here,  have  combinea 
create  a  financial  mess  now  reaching  the  proportions  of  a  crisis 
you  agree,  there  are  some  prudent  things  you  can  do  about  it. 

Coping  with  the  next 
financial  crisis 


Ashby  Bladen,  50,  is  senior  vice  presi- 
dent-investments for  the  Guardian  Life 
Insurance  Co.  of  America,  but  his  per- 
spective on  investing  is  far  broader  than 
that  of  the  typical  money  manager.  Bla- 
den argues  that  the  continual  degrada- 
tion of  the  currency  has  finally  brought 
the  world  close  to  a  financial  crash  that 
will  hurt  not  just  investors  and  business- 
men but  also  virtually  every  family  in 
America. 

Bladen  does  not  simply  finger  govern- 
ment spending  as  the  villain;  bankers 
and  businessmen  who  shovel  out  con- 
sumer credit  to  finance  trips  to  Europe 
are  equally  to  blame  for  an  excess  of 
purchasing  power  that  is  fueling  infla- 
tion and  discouraging  saving. 

His  view  is  no  harum-scarum,  buy- 
gold  and-run-for-the-hills  diatribe  but  a 
carefully  reasoned  and  chilling  warning 
that  modern  industrial  society  cannot 
indefinitely  live  off  past  savings.  He  out- 
lines specific  recommendations  for 
bringing  purchasing  power  back  into  line 
with  production  and  restoring  meaning 
to  the  phrase  "sound  as  a  dollar."  In  the 
following  excerpts  from  his  book,  Bladen 
suggests  some  steps  the  prudent  investor 
can  take  to  protect  himself  in  the  pres- 
ent crisis. 


By  Ashby  Bladen 

THE  INFLATIONARY  OVEREXPANSION 
of  debt,  within  both  the  U.S.  and 
several  other  countries  as  well  as 
internationally,  has  reached  a  level  from 
which  a  soft  landing  into  price  and  finan- 
cial stability  is  no  longer  feasible.  A  pain- 
ful crash  is  inevitable  sooner  or  later,  and 
the  longer  we  try  to  put  it  off  by  doing 
additional  inflationary  things,  the  more 
painful  it  will  be  when  it  does  happen.  In 
the  U.S.  we  have  already  had  a  series  of 
crashes  in  specific  markets  that  hurt  pri- 
marily business  people  and  investors,  but 
the  next  one  will  most  probably  hurt  the 
majority  of  American  families  because  it 
is  virtually  certain  to  involve  the  prices 
of  houses.  A  long  series  of  unwise  politi- 
cal policies  has  produced  a  bubble  in 
house  prices  that  cannot  be  sustained 
indefinitely  even  though  its  popping  is 
likely  to  cause  a  substantial  downturn  in 
consumer  spending,  and  therefore  a  seri- 
ous recession. 

The  expectation  of  rising  prices  that 
results  from  the  experience  of  endemic 
inflation  creates  a  new  motive  for  eco- 
nomic behavior.  Once  inflation  has  set 
in  and  is  expected  to  continue,  people 
borrow  in  order  to  buy  things  whose 
prices  they  expect  to  at  least  keep  up 
with  the  inflation;  and  those  things  are 
typically  either  equities  in  existing  busi- 
nesses or  tangible  objects,  the  prices  of 
which  are  expected  to  rise  because  they 
are  unique  and  irreplaceable,  and  there- 
fore by  definition  not  available  out  of 
current  production.  American  industry 
can  turn  out  power  tools  by  the  millions; 
therefore  their  prices  have  not  gone  up 
much  in  recent  years,  and  they  appear  to 
be  relative  bargains.  But  nobody  will  ever 
paint  another  Rembrandt.  Waterfront 
property  and  real  estate  in  general,  art 
objects,  antiques  of  all  kinds — these  are 

This  article  Ixis  been  adapted  from  tlx  fortfxom- 
ing  book  by  Mr  BUuien  entitled  How  to  Cope 
VC'ith  the  Developing  Financial  Crisis,  to  be  pub- 
Itslx-d  later  this  month  by  McGraw-Hill 


the  typical  inflation  hedges.  Debt  tl 
created  to  buy  existing  inflation  h< 
has  no  immediate  impact  upon  reai 
put,  only  upon  prices.  However,  in  r» 
years  Americans  have  also  borr 
heavily  against  the  equity  in  their  a 
in  order  to  finance  purchases  of  du 
consumer  goods;  and  this  has  had  a 
stantial  and  largely  unpredicted  in 
upon  real  output.  Failure  to  foresee 
phenomenon,  or  to  grasp  its  signific 
when  it  began  to  happen  is  one  o 
reasons  why  many  economists  ca 
tently  underestimated  the  strength 
durability  of  the  economic  expansit 
1975-79. 

Unfortunately,  fads  in  inflation  he 
develop  and  cause  too  much  debt  i 
incurred  in  the  process  of  pushing 
prices  of  the  currently  popular  infl; 
hedges  up  to  an  unsustainable  II 
Then  the  next  period  of  credit  string 
causes  a  crash  that  damages  or  desi 
their  plausibility  as  inflation  hedges 
the  fad  moves  on  to  something  else 
have  had  several  examples  of  such  1 
ized  financial  disasters  since  infk 
became  endemic  in  the  U.S.  during 
mid-1960s. 

I  was  personally  involved  in  the 
example  which  is  an  arithmetically 
one  although  it  will  seem  a  little  obs 
to  readers  who  are  not  intimately  fa 
iar  with  the  financial  markets.  In 
summer  of  1965  I  joined  the  outstan 
bond  firm  Salomon  Brothers  (ik  Hut 
as  it  was  then)  as  a  convertible-! 
analyst.  One  of  the  first  talks  I  ga\ 
institutional  customers  was  at  Tha 
giving  that  year  when  Harry  Brown, 
partner  in  charge  of  the  firm's  Chi 
office,  asked  me  to  address  a  luncl 
for  their  customers  in  Minneapolis, 
understanding  the  nature  of  the  c 
sion,  I  prepared  an  elaborate  anthme 
analysis  of  the  price  of  the  typical 
vertible  debenture  that  demonstr 
that  converts  were  overpriced,  comp 
ly  unattractive,  for  a  buyer  who  was 
pared  to  pay  cash. 
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thrgin  speculators  who  were  on  good 
Is  with  their  bankers  could  borrow 
In  90%  or  so  of  the  market  value  of 
I  convertible  bonds,  at  a  time  when 
[maximum  that  it  was  legal  to  borrow 
luy  stocks  was  30%  of  the  market 
02;  and  the  greater  leverage  available 
[convertibles  meant  that  a  good  up- 
»1  move  in  the  stock  would  produce  a 
ih  larger  profit  on  the  bond  than  was 
I  ly  possible  if  you  held  the  stock  on 
;in.  In  view  of  this  excess  over  what 
\.  mid  be  reasonable  for  the  cash  buyer 
lay  for  the  collateral- 
lie  premium,  I  suggest- 
hat  institutional  in- 
prs  should  stay  away 
li  convertible  bonds 
1  the  premium  nar- 
d  because  it  made 
i  vulnerable  not  only 
bear  market  in  stocks, 
n  an  increase  in  inter- 
irates  that  would  re- 
the  market  value  of 
lis,  but  also  to  the  pos- 
ity  that  the  Federal 
■rve  might  put  mini- 
n  margin  require- 
ts  on  them  also, 
:h  would  shrink  or  de- 
y  the  collateral-value 
nium. 

any  Brown  was  heard 
Jnutter  into  his  drink 

this  was  the  strangest 

oach  to  selling  bonds 

he  had  ever  run  into, 
the  firm  agreed  to 

:  the  talk  and  sent  it 

1  its  institutional  cus- 

ers.  A  year  later,  when 

of  those  things  had 
Opened  and  I  said  that 
jvertible  bonds  now  ap- 
ed to  be  very  cheap 

attractive,  I  had  con- 

rable  credibility.  How- 
',  after  they  crashed  in 
6,  convertible  bonds 
general  never  recov- 
l  to  the  high  prices  at 
ch  they  had  sold  in 


recognize  the  fact  that  this  wholesale 
retirement  of  equities  in  exchange  for 
debt  was  seriously  undermining  the  fi- 
nancial condition  of  the  business  com- 
munity as  a  whole.  During  the  next  year 
and  a  half  the  impact  of  a  stringent  mon- 
etary policy  upon  the  seriously  overbor- 
rowed  corporate  sector  produced  another 
localized  financial  crisis,  and  a  crash  in 
stock  prices  from  which  they  also  have 
not  yet  entirely  recovered. 

The  next  plausible  inflation  hedge  was 
commercial  real  estate;  and  in  a  remark- 


'unng  the  later  1960s, 
b  the  Fed  had  spoiled 
|  leverage  game  in  con- 
pble  bonds,  the  thing 
|lo  to  stay  ahead  of  inflation  was  to 
.  common  stocks.  The  leverage  that  is 
[quisite  quality  of  an  inflation  hedge 
I  added  partly  by  margin  buyers,  but 
ch  more  importantly  by  the  corporate 
Hirers  and  conglomerators  who  were 
rowing  heavily  in  order  to  buy  up  the 
ity  in  other  companies  without  issu- 
more  of  their  own  stock  so  that  their 
aings  per  share  would  be  increased  by 
transaction.  In  1967  and  1968  no  one 
ited  to  think  about  the  overall  lmpli- 
10ns  of  the  acquisition  boom,  or  to 


Once  inflation  is  expected  to  continue,  people 
borrow  to  buy  things  whose  prices  they  expect  to 
at  least  keep  up  with  inflation.  Debt  created  to 
buy  existing  inflation  hedges  has  no  immediate 
impact  on  real  output,  only  upon  prices.  


ably  short  period  of  time  a  brand  new 
financial  industry — the  real  estate  in- 
vestment trusts,  many  of  which  special- 
ized in  buying  real  estate  on  as  thin  a 
margin  as  possible — grew  to  enormous 
size  before  the  credit  crunch  of  1974-75 
brought  it  crashing  down. 

These  localized  financial  disasters  af- 
fected primarily  businessmen  and  inves- 
tors, and  left  the  ordinary  American  rela- 
tively unscathed.  The  latest  inflation- 
hedging  fad  looks  much  more  ominous 
to  me.  Before  1976  the  ordinary  Ameri- 


can apparently  believed  that  accelerating 
inflation  simply  made  the  future  outlook 
more  dangerous  and  uncertain,  so  that  as 
the  inflation  rose  he  tended  to  increase 
his  savings  as  a  percentage  of  his  in- 
come. Since  then,  however,  he  also  has 
begun  to  bet  on  inflation.  The  increase  in 
mortgage  debt  on  homes  in  1974  was  $35 
billion,  and  in  1975  it  was  $40  billion.  In 
1976  it  was  $64  billion,  in  1977,  $96 
billion  and  in  1978  it  was  probably 
around  $100  billion.  The  increase  in 
home  mortgage  debt  plus  consumer  debt 
in  1974  was  $45  billion, 
and  in  1975  it  was  $50 
billion.  By  1977  it  had 
jumped  to  $130  billion, 
and  in  1978  to  about  $150 
billion.  The  current  fad  in 
inflation  hedges  is  now 
houses,-  and  I  see  no  rea- 
son why  the  next  credit 
squeeze  should  not  pro- 
duce the  same  results  for 
house  prices  that  each  of 
the  other  credit  crunches 
since  1966  has  produced 
for  the  then-current  infla- 
tion-hedging fad.  In  my 
judgment,  the  personal 
sector  of  the  American 
economy  is  now  clearly 
overindebted,  and  that 
fact  bodes  ill  for  the  next 
economic  downturn. 

How  are  productive  and 
responsible  people  to  cope 
with  a  world  that  no  long- 
er appears  to  value  their 
productive  contributions, 
and  in  which  saving  and 
investing  in  order  to  be 
able  to  discharge  their  fu- 
ture responsibilities  have 
become  unrewarding?  It  is 
not  an  easy  question  to 
answer  because  one  of  the 
chief  consequences  of  en- 
demic inflation  is  steadily 
growing  instability  and 
uncertainty. 

Just  when  the  decline  in 
house  prices  and  the  re- 
cession will  occur,  for  ex- 
ample, is  unpredictable 
because  they  will  most 
probably  be  triggered  by 
an  unexpected  shock  that  causes  people 
to  become  more  worried  about  the  size 
of  their  debts  than  they  are  about  the 
damage  that  inflation  is  doing  to  the  real 
value  of  their  incomes  and  savings. 
World  political  order  is  declining  very 
rapidly  now,  too.  There  are  many  wars 
and  crises  going  on,  any  one  of  which 
could  precipitate  a  collapse  of  confi- 
dence; but  exactly  which  one  will  turn 
out  to  be  the  last  straw  is  anybody's 
guess.  It  may  be  that  the  consequences  of 
the  Iranian  revolution  were  the  last  straw 
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and  that  the  collapse  of  confidence  has 
already  begun. 

To  speak  in  even  more  general  terms, 
the  real  standard  of  living  in  the  U.S.  is 
virtually  certain  to  fall  moderately  in  the 
short  run  because  it  will  be  impossible  to 
go  on  much  longer  borrowing  in  order  to 
import  more  petroleum  than  we  can  pay 
for  out  of  external  earnings.  It  has  been 
perfectly  obvious  since  the  end  of  1973 
that  something  had  to  be  done.  If  that 
long  period  of  time  had  been  used  wisely 
we  would  now  be  importing  most  of  our 


its  of  working,  saving  and  investing  that 
were  worthwhile  in  the  preceding  era  but 
that  become  progressively  less  rewarding 
as  social  democracy  develops.  Irj  a  social 
democracy  the  governmental  sector  cre- 
ates excessive  debt  in  order  to  finance 
transfer  payments,  and  therefore  con- 
sumption; and  then  the  private  sector 
goes  into  debt  to  finance  both  consump- 
tion and  the  acquisition  of  inflation 
hedges,  which  are  seldom  productive 
tools.  Real  productive  capital  is  not  accu- 
mulated at  a  satisfactory  pace,  and  exist- 


industry  from  following  economic! 
sound  policies  or  charging  adequate  r|| 
for  generations,  and  now  many  of 
railroads  are  on  the  verge  of  brealil 
down.  Other  forms  of  public  transpo|| 
tion  are  also  in  sufficiently  bad  condi^| 
that  they  are  becoming  unreliable. 

The  current  high  prices  of  houses] 
vulnerability  of  a  large  part  of  our  gil 
line  supply  and  the  growing  unreliabul 
of  much  of  our  public  transportation! 
suggest  that  you  ought  to  give  carfl 
consideration  to  the  question  of  findi 


petroleum  from  Canada 
and  Mexico.  Both  coun- 
tries have  problems,  but 
they  are  far  more  stable 
than  the  Middle  East;  and 
they  need  real  goods  and 
services   that   we  could 
supply  them  in  exchange  for  oil  and  gas. 
That  would  be  a  much  sounder  approach 
than  is  continuing  mindlessly  to  give  the 
OPEC  countries  enormous  additional 
claims  against  the  U.S.  The  enormous 
accumulation    of  dollar-denominated 
claims  against  the  U.S.  poses  the  threat 
of  a  severe' decline  in  our  national  stan- 
dard of  living  caused  by  another  collapse 
irt  the  external  value  of  the  dollar. 

A  third  problem  that  we  will  have  to 
face  up  to  during  the  1980s  stems  from 
the  fact  that  social  democracy  only 
works  well  in  its  early  stages.  It  works, 
then,  because  the  society  can  provide  the 
resources  for  excessive  consumption  by 
running  down  the  real  productive  capital 
that  it  inherited  before  it  eroded  the  hab- 


Fads  in  inflation  hedges  develop  and  cause  too 
much  debt  to  be  incurred  in  the  process  of 
pushing  prices  of  popular  inflation  hedges  up  to 
an  unsustainable  level.  The  next  period  of  credit 
stringency  ...  a  crash  . . .  and  the  fad  moves  on. 

ing  productive  assets  are  not  adequately 
maintained;  with  the  consequence  that 
sooner  or  later  the  productive  side  of  the 
economy  begins  to  fall  apart.  By  now 
even  those  showplaces  of  social  democ- 
racy, the  Scandinavian  countries,  are 
finding  it  increasingly  difficult  to  main- 
tain economic  productivity.  Since  there 
no  longer  exist  adequate  incentives  for 
working  hard  it  is  necessary  to  find  dis- 
incentives for  not  working.  In  Sweden 
they  are  trying  to  figure  out  how  to  put  a 
tax  on  leisure. 

In  the  U.S.  one  area  in  which  the  long- 
standing failure  to  maintain  real  capital 
has  finally  caused  an  extremely  serious 
problem  is  public  transportation.  The 
government  has  prevented  the  railroad 


safe,  convenient  and  satm 
factory  place  to  live.  l|T 
clear  that  social  demod 
cy  has  made  many  ari 
in  our  older  cities  urn 
places  for  any  productij 
person  to  live,  and  durii 
the  1980s  those  areas  will  grow  ai 
spread  to  the  older  and  less  desirab 
neighborhoods  in  the  suburbs.  Many  i 
derly  people  who  have  retired  on  fixj 
incomes,  and  thus  have  lost  the  flexibi 
ity  of  a  wide  range  of  options,  are  trapp< 
in  those  areas  because,  until  disaster  a 
veloped,  they  thought  that  rent  contr) 
was  a  favor  to  them.  They  now  live 
terror,  and  you  do  not  want  to  be  trapp« 
with  them. 

Many  suburban  areas  so  far  have  mai 
aged  to  remain  orderly  and  safe  by  t| 
expedient  of  maintaining  large  poll 
forces  that  patrol  diligently.  But  if  tH 
houses  are  aging  and  becoming  expel 
sive  to  maintain,  the  public  transport} 
tion  facilities  are  becoming  unreliabi 
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For  Marine  Midland  Bank,  this  kind  of  transaction  is  all  in  a  day's  work. 
We're  an  international  network  of  bankers  doing  business  in  the  largest  money  centers 
in  the  world,  for  the  largest  corporations  in  the  world,  all  over  the  world. 
So  wherever  you  need  us,  count  on  us.  You'll  get  the  response  that's  right  for  you. 

TELL  IT  TO  THE  MARINE 

MARINE  MIDLAND  BANC 


Member  FDIC 

New  York  City,  Buffalo,  Miami,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


and  there  are  devastated  or  deteriorating 
areas  nearby,  it  is  likely  to  prove  a  tem- 
porary expedient. 

The  inflation-hedging  boom  in  real  es- 
tate has  pushed  the  prices  of  houses  in 
many  areas  that,  in  my  judgment,  are 
headed  for  disaster  up  to  amazing  levels. 
If  you  own  one  of  them  and  are  in  a 
position  to  do  without  a  house  for  a 
while,  selling  out  and  renting  in  a  safer 
location  may  be  one  of  the  best  steps, 
both  financially  and  personally,  that  you 
ever  took. 

A  good  time  to  think  about  this  is 
when  you  approach  age  55.  The  children 
have  left  the  nest,  so  you  don't  need  so 
large  a  house,-  and  the  internal  revenue 
code  now  permits  you  to  realize  a  profit 
of  up  to  $100,000  on  the  sale  of  your 
house,  without  having  to  pay  a  capital 
gains  tax,  if  you  are  55  or  older.  Remem- 
ber that  you  can  do  this  only  one  time — 
you  cannot  carry  forward  any  unused 
portion  of  the  $100,000 — so  if  you  are 
purchasing  a  much  more  expensive 
house  that  you  will  eventually  wish  to 
sell,  it  may  make  sense  to  go  ahead  and 
pay  the  capital  gains  tax  on  the  sale  of 
your  present  house. 

While  we  are  on  the  subject  of  places 
to  live,  let  me  mention  that  there  is  an 
apocalyptic  school  gaining  increasing  at- 
tention today  that  flatly  predicts  total 
financial  and  social  disaster.  Therefore  it 
advocates  not  only  defensive  invest- 


ments but  a  defensive  lifestyle  as  well — 
recommends  buying  a  farm  in  the  coun- 
try,, a  rifle  and  a  generous  supply  of 
canned  foods.  Anything  you  have  left 
over  should  be  converted  into  gold  and 
buried  in  the  cellar. 

If  you  are  personally  convinced  that  we 
are  headed-  for  Armageddon,  or  if  events 
after  1980  make  it  seem  probable,  then 
that  would  indeed  be  the  best  policy,  as 
is  evidenced  by  the  facts  that  the  only 
people  who  came  through  the  series  of 
disasters  Germany  suffered  between 
1914  and  1948  in  any  kind  of  comfort  at 
all  were  the  farmers  and  that  just  about 
the  only  other  assets  besides  farms  that 
survived  both  the  inflation  and  the  fol- 
lowing deflation  were  gold  coins.  Person- 
ally, the  thing  that  impresses  me  most 
about  the  German  experience  is  the  wirts- 
chaftsu'under — the  economic  miracle, 
which  in  1 948  looked  wildly  improbable — 
that  sound  national  policies  after  1948 
produced.  My  strongest  recommendation 
is  that  you  vote  in  1 980  for  politicians  who 
will  introduce  similar  policies  here — and 
expect  similar  results  when  they  do. 

However,  if  we  fail  to  restore  financial 
stability  after  1980  and  you  decide  to 
give  up  on  urban  civilization,  there  are  a 
few  differences  between  Germany  in  the 
1920s  and  the  U.S.  in  the  1980s  that  you 
should  take  into  consideration  in  choos- 
ing your  retreat.  The  urban  Germans 
who  faced  starvation  in  the  fall  of  1923, 


participated  in  the  political  violenc  • 
the  Weimar  era  and  faced  about  e) 
chances  of  starving  or  freezing  in 
bitter  winter  of  1947-48  lived  in  ai 
ments.  In  both  eras,  only  a  few  had  a 
mobiles.  (Railroad  transportation  wa) 
all  practical  purposes  free  in  1923j 
cause  the  fares  had  not  been  raised  s| 
before  the  war.)  But  it  was  nowhere  | 
as  easy  for  desperate  urban  mobs  top) 
trate  into  the  agricultural  hinterlanj 
Germany  as  it  would  be  for  their  pres 
day  American  counterparts.  Lootirx 
krms  certainly  occurred  in  German 
times  in  the  1920s,  but  it  was  far 
prevalent  than  it  would  be  in  this  co 
try  in  similar  circumstances 

Before  the  coming  of  the  snowmc 
isolated  rural  houses  used  to  be  left  n 
or  less  alone,  at  least  during  the  winte  il 
the  snowier  parts  of  the  country.  Tc 
that  is  no  longer  so.  The  urban  Arr 
cans  who  would  be  hurt  the  mos^ 
serious  social  disorder  are  far  more 
bile  than  the  Germans  were,  and  t 
will  remain  so  until  the  last  galloi  ideal  i 
gasoline  is  used  up.  There  are  very 
areas  remaining  in  the  U.S.  in  which 
could  leave  an  unoccupied  house  stoc 
with  food  and  weapons,  let  alone  g 
and  expect  to  find  it  unmolested  w 
you  needed  it.  Today  a  rural  ret 
would  have  to  be  guarded;  and  if  cl 
does  develop  it  would  have  to  be  ei' 
extremely  remote  or  easily  defendei 
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SOUTHERN  RAILWAY  CARRIES  THIS  MUCH 


Guess  how  far  a  truck  could  carry  it.' 


Stanley  Crane,  President,  Southern  Railway  System,  Washington,  D.C.  20013 


The  railroad  is  the  most  efficient 
;er  of  fuel  in  the  transportation 
dustry.  Bar  none. 

And  the  Southern  Railway  is  one  of 
e  most  efficient  railroads  in  the 
mntry. 

For  instance,  on  the  Southern,  this 
571-lb.  load  of  lumber  can  travel  174 
iles  on  one  gallon  of  fuel.  How  far 
tuld  a  truck  carry  it  on  the  same 
nount  of  fuel?  Well,  the  railroad  is 
ur  times  more  efficient  than  trucks, 
)  times  more  efficient  than  planes, 
id  even  more  efficient  than  barges. 
)  it's  easy  to  see  that  trucks  can't 


carry  freight  anywhere  near  as  far  as 
railroads  can  per  gallon  of  fuel. 

What  does  this  mean  for  the  future? 
Well,  it  means  that  trucks  will  be  used 
less  and  less  for  long  hauls. 

More  and  more  products  will  ride  on 
the  Southern,  and  trucks  will  be  used  for 
distribution  at  the  other  end  of  the  line. 
Because,  in  the  coming  years,  only  the 
railroad  will  have  the  energy-efficiency 
for  long  hauls. 

We  have  the  energy  for  the  long  haul. 


I  U  InJI 

THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


\re  the  purpose.  A  good  farm,  with  its 
ids  and  outbuildings,  is  usually  not 
1/  to  defend.  A  French  farmhouse  is 
cally  built  of  stone  and  is  virtually  a 
ress  as  it  stands,  but  there  is  nothing 
ombustible  as  the  typical  American 
:nhouse  and  barn,-  and 
worth  remembering 
t  arson  appears  to  be 
oming  the  favorite 
rt  in  the  older  and 
tre  decrepit  American 
?s. 

raid  tersonally,  having  had 
nodding  acquaintance 
h  subsistence  farming 
New  England  during 
Depression,  I  will  cast 
lot  with  civilization 
jil  the  odds  look  a  lot 
x '  [  se  than  they  do  today. 

lining  to  sit  out  a  na- 
ai:  !ial   disaster  in  rural 
lfort  strikes  me  as  be- 
more  romantic  than 
si  ptical  for  most  of  us. 
ver  inless  you  are  already 
>r  close  to  retirement 
do  not  count  upon  re- 
ing  indefinitely  the  real  income  that 
Social  Security  system  presently  ap- 
s  to  promise  you.  The  lack  of  proper 
ding,  in  combination  with  the  rapid 
ig  of  the  population,  will  make  that 
enc  ossible  to  maintain  within  the  next 


quarter-century;  the  payroll  tax  that 
would  be  required  would  demolish  the 
already  dangerously  weakened  incentive 
to  work.  The  current  proposal  to  shift 
some  of  the  burden  to  the  federal  gov- 
ernment's general  revenues  would  not 


The  long-standing  failure  to  maintain  real 
capital  has  finally  caused  an  extremely  serious 
problem  in  public  transportation.  Railroads  are 
on  the  verge  of  breaking  down.  Other  forms  of 
public  transportation  are  becoming  unreliable 

alter  that  fundamental  situation  to  any 
significant  extent.  If  you  are  covered  by 
a  corporate  pension  plan,  it  is  probably 
funded  far  more  adequately  than  the 
Social  Security  system,  but  it  probably 
cannot  keep  you  whole  in  real  terms 


during   a   time   of   serious  inflation. 

It  is  disheartening  to  realize  that  the 
goal  of  retiring  at  age  65  is  becoming 
impracticable  for  most  Americans,  but 
that  is  the  case.  Unless  the  fundamental 
causes  of  inflation  are  decisively  rooted 
out  after  1980,  most  of  us 
will  find  it  advisable  to  ar- 
range our  careers  so  that 
the  period  in  which  we 
will  be  exposed  to  outliv- 
ing our  resources  is  mini- 
mized. It  would  be  best  if 
you  can  arrange  to  have 
your  level  of  activity  taper 
off  gradually,  but  don't 
part  company  with  earned 
income  until  you  abso- 
lutely have  to. 

Depending  on  the  na- 
ture of  your  profession, 
continuing  to  work  after 
65  may  be  a  good  idea 
anyway.    That  deadline 
was  established  when  Bis- 
marck first  introduced  a 
measure  of  social  democ- 
racy in  Germany  a  cen- 
tury ago.  At  that  time 
very  few  people  could  expect  to  live  very 
long  or  be  very  active  after  65.  It  makes  a 
lot  less  sense  today  when  improved 
medical  techniques,  and  the  much  better 
care  that  a  great  many  middle-aged 
Americans  are  taking  of  themselves  now 
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A  GALLON  OF  FUEL. 


We  move  on  basics. 

At  Crane's  CF&I  Steel  Corporation, 
we  rolled  steel  into  the  rail  that  helped 
settle  the  West.  Today,  our  carbon  and  alloy 
steel  rails  are  rolled  in  the  country's  newest 
and  most  technologically  advanced  mill.  In  all, 
over  3,500  other  CF&I  Steel  products  contribute 
heavily  to  the  growth  of  such  basic  industries 
as  petroleum,  mining,  construction, 
agriculture— as  well  as  transportation. 

CF&I.  A  subsidiary  of  Crane  Co., 
where  we've  proved  that  concentration 
on  essential  products  for  essential 
industries  helps  build  a  strong  and  growing 
business.  In  building  products.  In  fluid  and 
pollution  control.  In  aerospace  and 
aircraft.  And,  of  course,  in  steel. 

Crane  Co.,  300  Park  Avenue,  New  York,  NY  10022 


CRANE 


"If  anyone  has  any  questions  on  the  report,  Mr.  Kramer  here, 
who  made  the  copies,  will  try  to  read  it  to  you.' 


Don't  blame  poor  Mr.  Kramer.  Take  a  long, 
hard  look  at  the  copier  he  had  to  use.  Then,  come  g. 
and  compare  those  copies  with  the  clean  whites 
and  crisp  blacks  that  you  can  get  from  a  Kodak 
copier.  Some  people  use  them  as  "second  origi- 
nals!' A  few  of  our  machines  will  make  everything 
clear  in  your  business.  Service  is  Kodak  quality,  too. 
It's  hard  to  get  a  betterdeal.  May  we  demonstrate? 

Write:  Eastman  Kodak  Company. 
CD9426.  Rochester.  NY  14650. 

People  say  it's  the  best  quality  in  the  business. 


100 -year  §tart  on  tomorrow^ 


I  we  are  beginning  to  understand  how 
!>mbat  the  degenerative  diseases,  are 
iderably  increasing  their  life  expec- 
\y.  You  are  likely  to  be  in  better  shape 
ically  and  emotionally  as  well  as  fi- 
ially  if  you  stay  on  the  job  as  long  as 
fible. 

le  of  the  most  fundamental  causes  of 
steadily  worsening  financial  difficul- 
s  the  fact  that  social  democracy  and 
tion  appear  to  have  made  working, 
lg  and  investing  unrewarding  things 
d.  If  you  have  made  a  practice  of 


inflation  hedges,  and  those  that  are  locat- 
ed in  areas  that  will  be  seen  to  be  vulner- 
able once  the  euphoria  wears  off  are  par- 
ticularly susceptible  to  a  crash. 

With  respect  to  financial  investments 
specifically,  recommended  policies  have 
to  take  account  of  two  possibilities.  In 
1980  we  will  either  elect  a  President  and 
a  Congress  who  are  determined  to  stop 
the  inflation  because  they  know  that  it 
will  lead  to  a  disaster,  or  we  will  not.  In 
the  first  case,  it  is  clear  that  now  will 
turn  out  to  have  been  the  best  opportuni- 


the  fixed  monetary  value  of  gold,  which 
was  virtually  certain  to  be  raised  eventu- 
ally. Finally,  by  about  1963  it  became 
clear  that  the  Treasury  silver  certificate 
dollar  bills  would  become  worth  more  as 
receipts  for  silver  than  as  money. 

Alas,  the  only  such  opportunity  re- 
maining is  a  trivial  one.  It  does  appear 
that  the  copper  penny  is  likely  to  be 
worth  more  as  copper  than  as  money 
sooner  or  later,  but  you  are  going  to  have 
.  to  hoard  an  awful  lot  of  pennies  to  make 
your  fortune  out  of  that. 


)  ing  hard,  saving  and 
(.ting     in  financial 
lis,    and    have  not 
jged  on  things  that 
ould  not  really  afford, 
most  probably  now 
rather  cheated  and 
than  a  little  foolish.  I  know,  for  I 
ne  of  you.  However,  now  is  most 
atically  not  the  time  to  change 
habits.  At  the  very  least,  we  are 
st  certainly  headed  for  a  major  fi- 
lal  crisis  in  the  not  too  distant  fu- 
in  which  liquid  savings  will  prove 
uable.  And  if  it  turns  out  that  we  are 
leaded  for  financial  and  social  disas- 
eople  who  are  productive,  self-reli- 
nd  foresighted  and  have  accumulat- 
3me   savings   will   be  far  better 
iped  to  cope  with  it  than  those  who 
dying  upon  political  promises  be- 
their  options  will  be  much  more 
;rous.  I  have  come  close  to  telling 
latly  to  sell  houses  because  they  are 
near  the  peak  of  their  popularity  as 


Many  elderly  people  who  have  retired  on  fixed 
incomes,  and  thus  have  lost  the  flexibility  of  a 
range  of  options,  are  trapped  in  undesirable 
areas  because,  until  disaster  developed,  they 
thought  that  rent  control  was  a  favor  to  them. 

ty  to  buy  fixed-income  securities  since 
the  Battle  of  Waterloo  in  1815.  In  the 
second  case,  the  next  Administration 
will  experience  British  rates  of  inflation, 
intensifying  financial  crises,  and  a  gener- 
al environment  in  which  it  appears  that 
nothing  works  right  anymore  and  that  it 
is  becoming  progressively  more  difficult 
to  get  anything  accomplished. 

In  the  early  stages  of  the  inflation,  the 
remaining  vestiges  of  money  with  in- 
trinsic value  offered  some  remarkable 
opportunities  for  profit  without  risk.  I 
was  particularly  partial  to  silver  dollars, 
which  at  the  beginning  of  the  1960s  still 
circulated  as  money.  Handsome  Ameri- 
can gold  coins  were  available  from  coin 
dealers  at  a  very  modest  premium  over 


What  are  the  prospects 
for  a  restoration  of  the 
linkage  between  the  fi- 
nancial system  and  mon- 
ey with  intrinsic  value 
that  will  create  a  large 
profit  for  people  who  buy 
gold  even  at  today's  high  prices?  If  it 
happens,  the  profit  could  indeed  be  large 
because  the  monetary  value  of  gold 
would  have  to  be  raised  considerably  in 
order  for  the  world's  gold  supply  to  con- 
stitute a  plausible  backing  behind  the 
enormous  amount  of  liquid  liabilities  out- 
standing in  the  world  today.  In  the  U.S.  the 
Federal  Reserve  banks  used  to  be  required 
to  hold  a  gold  reserve  equal  to  at  least  25% 
of  their  bank  note  and  deposit  liabilities. 
In  Germany  before  World  War  I  the 
Reichsbank  was  required  to  keep  a 
gold  reserve  of  33V3%  of  its  liabilities.  In 
Switzerland  even  today  the  gold  reserve 
ratio  is  40% ! 

Bui  it  is  wholly  unlikely  that  the  link- 
age will  be  restored,  except  perhaps  as 
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City  Investing's  Rheem  and  Ruud  Divisions,  world's  largest  producer  of 
water  heaters,  want  homeowners  to  be  informed  about  solar  water  heating  system 


Heat  from  the  sun  is  free.  But  the  equipment  you 
need  isn't.  A  lot  of  people  are  still  in  the  dark  about 
what's  practical  and  what  isn't. 

We  hope  to  shed  some  light  on  a  subject  too 
little  understood. 

Can  I  heat  my  whole  house 
from  the  sun? 

Solar  energy  for  whole-house  heating  is  still  in  its 
infancy.  Systems  are  available  but  they  require  a  big 
investment.  The  equipment  needed  for  widespread 
practical  use  is  still  a  few  years  down  the  road. 

We're  making  progress  here.  But  the  immediate 
future  is  concerned  with  water  heating 

Why  should  I  be  interested  in  heating 
just  the  water  in  my  house? 

In  most  parts  of  the  country,  fuel  bills  are  heading 
in  only  one  direction.  Up. 

Solar  water  heating  systems  can  be  a  practical 


way  for  many  homeowners  to  save  on  both  fuel 
and  fuel  costs. 

What's  more,  these  systems  are  available  now. 

What  hardware  do  I  need? 

Solar  collectors  (skylight-like  panels  mounted  on 

your  roof  or  on  a  small 
platform  beside  the  house ) 
to  absorb  the  sun's  rays. 

At  the  proper  angle, 
panels  can  even  go  on  the 
side  of  the  house,  or 
on  an  outbuilding. 

The  most  important 
thing  to  remember  is  this. 
Wherever  you  decide  to 
put  them,  be  certain  that 

V.  the  panels  face  due  south. 

You  also  need  a  storage  tank.  Interconnecting  pipe. 
And  in  most  cases,  an  auxiliary  heater. 


generating  heat 
nfusion 


How  do  most  solar  water 
heaters  work? 

Solar  water  heating  is  incredibly  simple.  In  direct- 
type  systems,  water  is  pumped  from  the  storage  tank 
through  the  collector  panels  (where  it  absorbs  heat 
from  the  sun's  rays)  and  back  to  the  tank  again, 
ready  for  you  to  use. 

Other  systems  use  a  separate  fluid  to  collect  the 
heat.  This  circulates  through  the  pipes  and  collector 
panels,  eventually  transferring  its  heat  indirectly 
to  the  water  in  a  storage  tank. 

Both  systems  are  efficient. 

Can  I  really  save  money  with 
a  solar  water  heater? 

Yes.  But  even  if  you  couldn't,  solar  heat  makes  all 
kinds  of  ecological  sense. 

Happily,  it  also  makes  economic  sense.  A  good 
solar  water  heater  costs  about  $1,800  plus  installation, 
fits  into  your  existing  system,  and  provides  50%- 80% 
of  the  hot  water  needs  of  an  average  family. 

Why  is  City  Investing 
telling  you  all  this? 

For  years,  Rheem  Solaraide  and  Ruud  Solar  Servant 
storage  tanks  have  been  essential  components  in  other 
solar  heating  systems. 

Behind  both  Rheem  and  Ruud  is  City  Investing. 
So  we  have  a  big  stake  in  solar  heating,  and  we're 
continually  expanding  it. 

Last  year,  we  introduced  Sun  Set,  the  first 
complete  solar  water  heating  system  of  our  own. 

This  year,  we're  expanding  our  product  lineup 
with  a  new,  direct  solar  system  designed  for  special 
climates. 

Our  new  SunDirector. 

The  SunDirec tor  incorporates  important  features 
seldom  seen  in  a  single  system. 

It  has  high-performance  copper  panels  designed 
to  absorb  and  transfer  maximum  energy  from 
the  sun. 

After  each  cycle,  water  automatically  drains 
from  the  panels  and  returns  to  your  tank.  So  the 
panels  won't  freeze  up  in  cold  weather. 

A  unique  control  mechanism  tells  the  system 


when  there's  enough  solar  energy  outside.  So  water 
circulates  only  when  heat  can  be  added.  And  you 
save  dollars. 

The  point  is  this.  City  Investing,  through  our 
Rheem  and  Ruud  Divisions,  is  already  the  world's 
largest  producer  of  conventional  water  heating 
systems.  We  intend  to  be  leaders  in  the  solar  field, 
too.  And  results  of  our  work,  particularly  over  the 
last  two  years,  prove  that  we're  on  the  way. 

Meeting  basic  needs  is  basic  to  our  thinking. 
And  the  same  kind  of  thinking  guides  the  profitable 
growth  of  all  City  Investing  operations. 

Our  companies  profit 
from  good  ideas. 

In  housing,  we  plan  and  develop  entire  communities. 
We're  a  major  builder  of  single-family  houses  and 
mobile  homes. 

In  manufacturing,  the  talents  that  have  made 
us  world  leaders  in  the  production  of  steel  shipping 
containers  and  water  heaters  also  enabled  us  to 
introduce  the  Sun  Set  and  SunDirector. 

In  insurance,  we're  a  major  property  and 
casualty  underwriter,  specializing  in  policies  tailored 
to  business  needs. 

To  learn  more  about  us,  just  clip  the  coupon. 


John  Herndon,  Vice  President, 

Citv  Investing  Company,  Dept.  U, 

767  Fifth  Avenue,  New" York,  New  York  10022. 

Dear  Mr.  Herndon: 

Please  send  me  more  information  on: 

□  The  SunDirector  solar  water  heater 

□  ThcSnw  Set  solar  water  heater 

□  City  Investing  Company 


Address, 


.Zip- 


l_ 


Telephone 


FO  10-15  I 


c  City  Investing 


part  of  a  fundamental  reform  of  the  fi- 
nancial system  after  a  catastrophic 
smash,  in  which  case  there  will  be  many 
other  ways  to  gain  or  lose  purchasing 
power.  At  today's  prices  precious  metals 
are  risky,  just  like  everything  else.  How- 
ever, gold  is  one  of  the  very  few  things  in 
the  world  certain  to  retain  substantial 
purchasing-power  value  under  any  fore- 
seeable circumstances,  and  many  conser- 
vative people  will  want  to  have  some 
now  that  it  is  again  legal  for  Americans 
to  own  enough  gold  to  matter.  If  you  are 
interested  in  gold,  then  as 
a  broad  generalization  the 
time  to  buy  it  is  when  the 
financial  markets  are 
calm,  it  looks  as  though 
nothing  much  is  going 
wrong  and  the  price  of 
gold  has  slumped  consid- 
erably since  the  last  crisis. 
When  the  next  crisis 
comes  and  the  price  of 
I  hits  a  new  high  it  is 
rally  a  good  idea  to 
sell  u  and  put  the  proceeds 
into  something  that  has 
been  depressed  by  the  cri- 
sis. By  now  there  are  no 
nskless  investments  (ex- 
cept the  mechanically  im- 
practical example  of  cop- 
per pennies)  and  no  long- 
term  investments  left.  En- 
demic inflation  produces 
steadily  increasing  insta- 
bility, and  forces  you  to 
live  by  your  wits. 

I  have  never  been  very 
good  at  guessing  what  the 
next  popular  inflation 
hedge  will  be,  but  deciding 
when  the  fad  has  been  car- 
ried too  far  is  fairly  easy.  It 
makes  greater  demands 
upon  one's  character  than 
upon  one's  brains  because 
you  have  to  follow  your 
own  judgment  and  do  just 
the  reverse  of  what  most 
people  are  doing. 

The  first  and  most  im- 
portant thing  to  look  for  is 
overvaluation.  In  the  mid- 
dle   of    1968  common 
stocks  were  selling  at  very 
high  price/earnings  ratios 
and  very  low  yields,  at  a  time  when  the 
yields  on  good-quality  bonds  had  already 
reached  the  highest  level  in  more  than  a 
century.  Common  stocks  were  clearly 
overvalued  by  a  substantial  margin,  and 
therefore  should  have  been  sold. 

The  next  thing  to  look  for  is  how 
much  is  being  borrowed  to  finance  the 
purchase  of  the  popular  inflation  hedges. 
I  have  already  pointed  out  that  in  1967 
and  1968  businesses  were  borrowing  bil- 
lions to  buy  up  other  businesses  without 
issuing  more  common  stock  so  that 


earnings  per  share  would  be  increased  in 
the  process,  and  that  in  1977  and  1978 
mortgage  debt  upon  houses  increased  by 
about  $100  billion  a  year. 

The  other  things  to  look  for  are  quali- 
tative and  psychological  factors  that  tend 
to  confirm-your  judgment  based  upon  the 
two  fundamental  factors  of  value  and  lev- 
erage. One  is  the  faith  that  in  the  long 
run  the  prices  of  this  particular  class  of 
assets  can  only  go  up.  People  have  repeat- 
edly believed  that  about  common  stocks, 
and  today  they  believe  it  about  houses. 


The  people  who  came  through  the  disasters 
Germany  suffered  between  1914  and  1948  in  any 
kind  of  comfort  were  the  farmers;  about  the 
only  assets  that  survived  both  the  inflation  and 
the  following  deflation  were  gold  coins. 

The  second  is  speculative  fever.  In  the 
1969  forecast  I  said,  "The  stock  market 
appears  to  have  topped  out  in  a  typical 
speculative  orgy  during  1968."  In  1978 
the  market  for  new  houses  in  California 
demonstrated  a  similar  quality  of  frenzy. 
If  you  have  a  reasonable  amount  of  level- 
headed common  sense,  and  the  courage 
to  act  on  your  own  convictions,  identify- 
ing speculative  peaks  is  not  difficult.  In- 
deed, a  prudent  person  will  usually  sell 
out  too  early;  but  that  is  far  less  bad  than 
not  selling  out  in  time. 


The  approach  to  acquiring  financul 
sets  that  I  find  to  be  the  most  useful! 
that  I  recommend  to  people  who  are 
ing  to  make  their  own  investigations! 
decisions,  is  to  wait  until  a  final! 
smash  has  occurred,  and  then  try  t(l 
termine  whether  it  also  has  gone  to\\ 
After  the  quadrupling  of  petroleum  pi[ 
at  the  end  of  1973,  a  panic  develops 
utility  securities,  reinforced  the  folif 
ing  spring  when  Consolidated  Edl 
Co.  eliminated  its  common  stock 
dend.  At  Guardian  Life  Insurance)! 

took  a  careful  look  atl 
situation  and  decl 
that,  while  the  super™ 
analogy  with  the  railrl 
was  obvious,  both  thi[ 
gal  and  the  economic! 
sition  of  the  electric 
ity  industry  was  so  sd 
that  the  bulk  of  its  seal 
ties  were  perfectly  soil 
and  represented  excel|| 
value.  By  now  about 
of  the  company's  as 
are  invested  in  them. 

The  panic  was  cail 
by  fear  that  populist  r 
lators  would  not  peil 
the  utility  companies! 
recover     the  incre.l 
costs  that  inflation  in  ,| 
eral  and  the  soaring 
of   energy   in  particl 
were     imposing  ul 
them;  and  to  a  certainl 
tent  the  fear  was  justill 
However,  in  return  fill 
limit  on  their  profits, 
utilities  are  legally  el 
tied  to  a  reasonable  refll 
on  the  investment  i\ 
they  have  devoted  to 
public  service;  and  if  r| 
essary  they  can  appeai[ 
the  courts  to  overrule 
regulators.  Moreover,  ;| 
practical  matter,  dem,l 
for  electricity  is  still  gr<| 
ing,  admittedly  not  as : 
as    we    expected  bell 
1973,  so  the  utilities  ml 
continually  attract  r| 
capital,  which  they 
not  get  if  the  return  on 
existing  capital  is  un)| 
sonably  low. 
Finally,  electricity  still  costs  far  N 
than  it  is  worth  to  the  consumer.  Wei 
complain  about  our  bills  because  til 
have  gone  up  so  much  in  recent  ye;| 
but  nobody  yet  drinks  warm  beer! 
skips  his  favorite  television  show  in  I 
der  to  save  on  electricity.  I  believe  t| 
electric  utility  securities  were,  and  si 
are,  very  attractive,  and  are  particulal 
suitable  both  to  the  needs  of  a  life  ms| 
ance  company  and  to  individuals 
require  assured  income.  The  chance  c| 
killing  in  the  market  appears  to  be  sm.l 
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Diamond  International 
is  expanding  because  you  are, 


Homeowners  last  year  invested  about  $40  billion  in    us  non-cyclical.  For  when  new  home  construction  declines 

in  the  U.S.,  renovation  and  home  remodeling  usually  boom, 
in  the  last  six  years  we've  nearly  doubled  total  sales 
ver  $1  billion.  Among  the  biggest  Contributors  to  our 


pme  expansion  ana  moaernizaiion.  10  Keep  up  wim  mem 
jje've  added  over  50  home  centers.  That  makes  117.  So  far. 
I  These  117  Diamond  home  centers  sell  everything  from       to  o 

Imberto  lighting  fixtures.  For  new  homes  as  well  as  X<!§{§*v\  growth  has  been  lumber  and  other  building  products. 
Id.  Do-it-yourself  and  professional.  This  helps  make  (J^Aw3)  How  much  will  you  spend  next  weekend? 


IMTEPtN  ATIONAL 

733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


The  ultramodern, 
pilot  can-making  line  you 
see  here  performs  a  very 
valuable  service. 

It  produces  answers,  and 
helps  solve  problems  for  the 
customers  of  U.S.  Steel  who 
make  beverage  and  food  cans. 
At  our  Research  Center  in 
Monroeville,  Pennsylvania,  this 
line  duplicates  commercial  can 
manufacturing  conditions  in  exact 
detail.  Our  researchers  are  able  to 
turn  out  steel  cans  here  by  the 
thousands,  so  that  we  can  test  new 
types  of  steels,  and  new  techniques, 
to  help  can  manufacturers  make  steel 
cans  more  efficiently  and  economically. 
This  can-making  line  is  just  one  of 
the  many  ways  U.S.  Steel  helps  its  cus- 
tomers turn  out  better  products. 
For  instance,  we  develop  ideas  for 
automakers,  to  help  them  produce  lighter 
cars  that  use  less  gas,  and  we  offer  a  design 
analysis  service  that  helps  appliance  manu- 
facturers improve  their  products. 

At  U.S.  Steel,  we  have  a  long-term  com- 
mitment to  help  American  industry  improve 
its  products  and  its  technology  this  way. 

Commitment 
It's  one  of  our 
strengths. 


I  Jfer 


United  States  Steel.  600  Grant  St..  Pittsburgh.  PA  1 5230 
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Hot  Tip  From  Will  Rogers  .  .  . 

"HOW  TO  GET  RICH 
IN  THE  STOCK  MARKET 

Take  all  your  savings  and 
buy  some  good  stock  andhold 
it  till  it  goes  up  and  then 
sell  it.  If  it  don '  t  go  up , 
don  '  t  buy  it . 

October ,  1929 


A  Better 
Bet  .  .  . 

i£ATE  YOUR 

Slant  in 
profitable 


Oklahoma  is  long  on  all  forms  of  energy,  especially  that  most  needed  by 
industry  -  elbow  grease.  Folks  here  give  an  old-fashion  day's  work  for  a 
day's  pay  Add  this  elbow  grease  to  Oklahoma's  gas,  oil,  coal  and  bountiful 
supplies  of  water  and  you've  got  what  it  takes  to  make  your  industry 
grow  and  prosper. 


Oklahoma 


The  Profitable 
Place  To  Be 


For  further  information,  contact: 
Director,  industrial  Division,  Oklahoma  industrial  Development  Department 
Suite  209,  P.O.  Box  53424,  State  Capital  Station 
Oklahoma  City,  OK  73152 


but  you  never  know.  Lightning  • 
times  strikes  in  strange  places. 

The  financial  markets  will  remai 
stable  at  least  as  long  as  the  inf] 
lasts,  and  opportunities  like  these 
occur  repeatedly.  But  in  order  ta 
advantage  of  them  you  must  make 
own  analyses  and  draw  your  own  ca 
sions.  During  the  crisis  in  utility  fin 
which  produced  some  of  the  bes^ 
gains  in  fixed-income  securities  iJ 
history  of  this  country,  there  \f 
standing  joke  in  Wall  Street  about  1 

Before  the  snowmobile, 
isolated  rural  houses  use 
be  left  more  or  less  alor 
at  least  during  the  winte 
Today  that  is  no  longer 
The  urban  Americans  wj 
would  be  hurt  the  most 
serious  social  disorder  ai 
far  more  mobile  than  th 
Germans  were. 

ties  Anonymous — if  you  got  the  u| 
buy  a  utility  security  you  could  call  i 
up  and  somebody  would  talk  you  a 
it.  It  is  precisely  this  kind  of  profess) 
group-think  that  dooms  the  major} 
investment  managers  to  mediocij 
suits.  If  you  are  not  personally  capal 
doing  investment  analysis  and  rry 
investment  decisions,  these  remark! 
indicate  the  qualities  that  you  sB 
look  for  in  an  investment  adviser.  1 
strongly  recommend  that  you  readi 
jamin  Graham's  book  Tlx  hitelligei 
vestpr.  It  is  a  little  dated  by  now,  bvl 
attitude  and  approach  that  it  re) 
mends  are  absolutely  sound. 

Two  decades  of  persistent  overbol 
ing  and  overspending  have  left  the  fj 
cial  system  as  a  whole,  and  in  virtual 
of  its  parts,  dangerously  weak* 
There  was  a  restoration  of  final 
strength  in  the  corporate  sector  afte 
debacle  of  1970,  but  by  now  it  has! 
dissipated  again.  There  will  eventual 
a  large  number  of  personal  and  corpt 
bankruptcies,  and  probably  some 
nicipal  bankruptcies  as  well.  Loo) 
something  the  market  considers  9 
like  the  electric  utility  industry,  bu| 
you  don't.  This  is  not  the  time  I 
accepting  real  risks  in  exchange  : 
moderate  increase  in  income. 

Whenever  government  bonds 
yielding  within  85%  or  more  of  th 
turn  on  good-grade  corporate  bonds 
layman  is  probably  well  advised  to 
fine  his  long-term  fixed-income  in) 
ments  to  them.  The  State  is,  in  princ 
the  best  credit  in  the  country  becaij 
has  power  to  tax  away  all  our  wealq 

While  I  would  wait  for  the  next  C 
before  taking  a  full  position  in  corn 
stocks,  or  anything  else  for  that  mat) 
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The  Assistant  Department  Head  saw  the  report, 
id  it  was  perfect,  and  made  11  minor  revisions. 

The  Department  Head  loved  it,  and  made  8  minor 
/isions. 

Etc.,  etc.,  etc. 

To  help  you  cope  with  successes  like  these, 
^rtunatcly  there  are  Xerox  display  typing  systems. 

Since  they  make  revisions  much  faster  than 
rdinary  typewriters,  they  cut  down  drastically  on 
amaround  tune. 

That's  because  our  systems  electronically  store 
ocuments  as  they're  being  typed.  To  revise  them,  a  typist 
imply  recalls  the  text  on  a  display  screen— and  then 
lakes  additions  or  deletions,  rearranges  paragraplis, 
hanges  margins,  or  whatever.  Then  the  entire  document 


is  typed  on  paper  automatically. 

The  result  is  a  letter-perfect  document  in  minutes. 
Wliich  means  a  major  savings  of  time  and  money  for 
every  round  of  minor  revisions. 

Xerox  nukes  a  full  range  of  electronic  and  display 
typing  systems.  For  details  about  them,  call  your  local  Xerox 
Office  Products  Representative,  or  toll-free  800-527-5024? 

We'll  show  you  how  Xerox  can  offer  systems  that 
perfectly  suit  your  typing  and  revising  needs. 

Whether  your 
needs  are  minor. 


Or  "minor." 


XEROX 


f  

______» 

EROX*  is  a  trademark  of  XEROX  CORPORATION. 


•In  Alaska,  Hawaii  or  Texas,  call  collect  214  -352-5138. 


How  to  fine  tune  a 
high-speed  cash  flow  ^ 

network  with  195  moving 

parts  in  50  states. 

Ask  Chicago's  Bank. 


Get  maximum  performance  out  of  International  Telephone  and 
Telegraph  Corporation's  domestic  cash  flow  system.  Fine  tune  a  sophisti- 
cated mechanism  connected  to  195  locations  throughout  the  United  States. 

Do  it  without  short-circuiting  local  management. 

That  was  the  challenge.  The  biggest  cash  management  consulting 
project  ever  attempted  by  a  bank  and  a  corporation. 

Of  all  the  proposals  submitted,  First  Chicago's  was  the  one  ITT  chose. 

Together  with  their  corporate  cash  managers,  we  developed  a  unique 
system  that  would  enable  ITT  to  harness  its  own  creative  talents.  Their 
Treasurer's  Department  would  solicit  the  ideas  of  people  at  the  operating 
level  for  speeding-up  the  cash  flow  of  individual  units.  And  these  ideas 
would  be  coordinated  with  overall  corporate  goals. 

To  initiate  the  program,  teams  of  First  Chicago  and  ITT  cash  manage- 
ment experts  took  to  the  road  for  six  months,  meeting  in  groups  and  one- 
on-one  with  local  cash  managers.  We  worked  with  them  on  the  technology 
of  cash  management.  We  developed  special  materials  to  help  them  identify 
and  analyze  float  And  we  encouraged  them  to  seek  the  help  of  their  local 
banks  whenever  possible. 

The  first  stage  of  the  project  is  completed.  The  joint  task  force  from 
First  Chicago  and  ITT  is  now  evaluating  over  400  ideas  and  opportunities 
suggested  by  the  local  units.  And  the  net  effect  will  be  to  improve  cash 
management  techniques  on  a  scale  never  before  attempted  in  private 
industry. 

Combining  human  and  technological  resources  to  move  money  fester. 
If  s  one  of  more  than  100  v/ays  First  Chicago  has  helped  ITT  since  1934. 
To  find  out  how  we  can  help  you,  phone  Rand  Sparling,  Vice  President 
and  Group  Head,  (312)  732-6160. 

Whatever  your  business  interests,  from  electronics  to  aerospace  to 
natural  resources  and  more,  First  Chicago  can  help.  In  Chicago,  in  one  of 
our  nine  regional  offices  listed  below,  or  anywhere  else  in  the  world, 
ask  Chicago's  Bank. 


Chicago:  Rand  Sparling,  312/732-6160  •  Atlanta:  Norman  McClave  III,  404/892-0966  •  Baltimore:  Robert  E.  Probasco,  301/547-8700 
Boston:  Robert  G.  Barrett,  617/247-4040  •  Cleveland:  Earle  C.  Peterson,  216/781-0900  •  Dallas:  James  A.  Edwards,  214/742-2151 
Houston:  Grant  R.  Essex,  713/658-1 100  •  Los  Angeles:  Richard  D.  Durrett,  213/628-0234  •  New  York:  Donald  Glickman,  212/751-3910 
San  Francisco:  William  R.  Lyman,  415/788-431 1 

©  1979  The  First  National  Bank  of  Chicago.  Member  F.D.I.C 


?e  Harty,  Maitre  d 
'indowi,  on  the  World 


'We  may  be  107  stories  high,  but  we're 
illy  down-to-earth.  You  see,  at  Windows  on 
:  World,  the  whole  world  is  at  home.  What 
presses  us?  People  who  know  how  to 
joy  themselves.  Whether  they're  having  a 
If  dozen  impeccable  clams  on  the  half 
sll  with  a  lusty  Italian  white.  Or  rack  of 
jng  lamb  with  a  pedigreed  French  red. 
'And  time  after  time,  it's  the  Diners  Club 
;mber  who's  enjoying  these  delights.  And 
it's  how  !  know  one  when  I  see  one." 
Diners  Qub  members  get  more  out  of 
:.  So  it's  only  right  they  get  more  out  of 


the  card  they  carry.  Diners  does  more 
things,  in  more  places,  than  any  other  travel 
and  entertainment  card. 

The  Doublecard. Takes  the  advantages  of 
a  credit  card.  And  doubles  them.  Diners 
membership  entitles  you  to  two  cards.  To 
separate  business  and  personal  charges, 
you  can  put  your  name  and  title  on  one,  and 
just  your  name  on  the  other.  Or  you  can  give 
the  second  card  to  a  member  of  your  family. 

The  card  you  can  cash  in  on.  Diners  Club 
membership  offers  you  the  Diners  Cash 
AdvantageSM— a  separate  reserve  of 


cash  of  up  to  $15,000*  from  the  Chase 
Manhattan  Bank.  M.A. 

And  these  are  just  some  of  the  things 
Diners  Club  is  constantly  doing  to  help  the 
Club  serve  its  members. 

If  you  aren't  a  member,  why  not  call  our 
toll-free  number  for  an  application?  We  thin 
you'd  fit  right  in.  After  all.  we  know  one  whei 

We  See  One.  tOO.      Minimum  52  000  Subject  to  legal  restriction 


IE  DINERS  CLUB  MEMBER.  YOU  KNOW  ONE  WHEN  YOU  SEE  ONE 

If  you  want  to  be  one,  call  1-800-525-7000 


(In  Colorado  call  collect  303-770-7252) 


inclined  to  take  a  very  constructive 
v  of  the  stocks  of  large  and  financially 
l  id  American  industrial  and  commer- 
I  enterprises.  I  especially  like  growth 
Iks,  and  that  is  a  new  departure  for 

I  Back  in  the  days  when  the  recog- 
pd  growth  stocks  sold  at  price/earn- 
k  ratios  three  or  four  times  as  high  as 
|e  of  more  mundane  businesses,  I  was 
b  skeptical  that  one  could  be  sure 
jugh  of  the  superiority  of  growth  com- 
lies'  prospects  to  justify  paying  that 
fa  of  premium.  Today,  however,  the 

hile  I  would  wait  for  the 
jxt  crisis  before  taking  a 

II  position  in  common 
Icks,  I  am  inclined  to  take 
constructive  view  of  the 
Icks  of  large,  sound 

lerican  industrial  and 
nmercial  enterprises.  I 
t  growth  stocks,  and  that 
i  new  departure  for  me. 

ium  that  the  market  is  willing  to 
for  the  stocks  of  companies  that  are 
ously  outstandingly  well  run,  and 
operate  in  what  have  been  growth 
kets  that  appear  likely  to  remain  so, 
es  me  as  being  ridiculously  small. 
1978  the  external  value  of  the  dollar 
a  great  deal  more  than  its  internal 
so  that  the  U.S.  today  is  a  bargain 
ter's  paradise,  particularly  for  people 
strong  currencies.  The  rest  of  the 
d  also  has  a  lot  of  highly  liquid  dol- 
enominated  claims  against  the  U.S. 
se  real  value  is  being  constantly 
ed  by  the  American  inflation.  It 
es  sense  to  use  them  to  buy  common 
ks  of  sound  American  businesses 
:ntly  modestly  priced  even  in  terms 
liars.  Foreign  businessmen  have  al- 
r  seen  the  point  and  are  buying  up 
le  businesses  at  a  record  clip  because 
rices  are  so  reasonable, 
hen  you  are  trying  to  buy  a  few 
s  rather  than  the  whole  business, 
tend  to  take  a  different  approach.  If 
narket  is  going  down  there  is  a  great 
tation  to  wait  for  the  bottom  before 
LDuy.  This  can  turn  out  to  be  a  mis- 
if  the  market  gets  away  from  you. 
onally,  I  put  more  emphasis  on  the 
mableness  of  the  current  price  than 
he  trend  of  the  market,  but  because 
lis  psychological  phenomenon  I  do 
;xpect  to  see  enormous  foreign  port- 
investment  in  American  common 
ks  until  the  external  value  of  the 
ir  has  been  convincingly  stabilized, 
ertheless,  it  seems  to  me  that  as  a 
;  the  stocks  of  financially  sound 
:rican  companies  are  the  most  al- 
ive assets  in  the  world  today.  Con- 
ed purely  as  financial  assets,  I  would 
h  rather  own  stocks  than  houses.  ■ 


Here's  a  place  to 
feel  comfortable  in. 
Quiet.  Elegant.  Congenial. 
And  very  dramatic. 
Populated  with  your  kind  of  crowd. 
For  advertisers, 
it's  the  place  to  be  seen. 
Where  else  but 
The  New  Yorker? 
Yes, 
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classroom. 


Driving  time 
up  to  125  hrs 
per  semester. 


Problem  Certain  engineers  at  Caterpillar 
Tractor  Co.  and  Sundstrand  Corp.  are  encouraged  to 
take  graduate  courses.  But  the  University  of  Illinois  at 
Urbana  is  too  far  away  for  commuting. 

The  University,  for  its  part,  wants 
to  extend  its  services  to  companies, 
communities  and  other 
campuses  throughout  the 
'state.  But  budgets  curtail 
travel  and  limit  closed 
circuit  television. 

Both  problems  are  typical 
of  a  growing  need  in  business  and 
education  for  innovative,  low-cost,  teleconferencing 
systems.  Far  from  typical  is  a  Bell  System  solution 
now  undergoing  test. 

Solution  Bell's  new  GEMINI*  100  Electronic 
Blackboard  transmits  diagrams  and  dialogue  over 
separate  lines  simultaneously.  It  sets  up  anywhere  there 
are  electric  and  telephone  outlets.  It's  easy  to  use.  And 
its  cost  is  low. 

The  instructor  in  Urbana  uses  it  as  he  teaches. 
Groups  of  engineers  at  Caterpillar  and  Sundstrand 
see  every  chalk  stroke  on  standard  TV  monitors, 
hear  every  word.  With  their  own 
blackboards,  they  respond  graphi- 
cally as  well  as  orally. 

Others— leaders  in  busi- 
ness and  education— view  the 
electronic  blackboard  as  a 
breakthrough. 

If  you  haven't  talked 
systems  with  your  Bell  Account 
Executive  lately,  you're  missing 
something. 

The  system  is  the  solution. 


Groups  anywhere 
see  every  chalk 
stroke. 


(2)  Bell  System 


1  Trademark  < 


President  Carter  stalls  the  U.S.  nuclear  pro- 
gram. Sweden  and  Germany  rethink.  But 
France  forges  ahead. 


The  French  drive 
to  go  nuclear 


By  Barbara  Ellis 


Le  syndrome  chinois  is  playing  on 
the  Champs  Elys^es,  but  Parisians 
aren't  flocking  to  watch  Jane 
Fonda.  Unlike  any  other  Western  nation, 
the  French  have  learned  fast  to  live  with 
an  accelerating  nuclear  power  program 
that  should  catapult  the  nuclear-generat- 
ed percentage  of  electricity  from  14% 
now  to  60%  within  the  next  six  years. 
Comparable  figures  from  the  U.S.:  12% 
now,  25%  in  1985. 


"By  1985  between  20%  and  25%  of 
our  total  energy  will  come  from  nuclear 
sources,"  says  an  Industry  Ministry  offi- 
cial, whose  bookshelf  prominently  dis- 
plays a  can  of  Three  Mile  Island  "radi- 
ation." "A  gift  from  an  American 
friend,"  he  says,  smiling.  It  is  a  souvenir 
of  his  fact-finding  trip  to  Harrisburg,  Pa. 
after  the  nuclear  accident  there. 

"The  same  accident  can't  happen 
here,"  Electricity  de  France  President 
Marcel  Boiteux  said  recently.  Others  at 
the  utility  dutifully  repeat  the  claim,  cit- 


ing improved  safety  procedures.  Wi 
new  reactor,  built  under  Westingh< 
license,  starting  up  every  two  morj 
they  manage  to  sound  convinced. 

"It's  too  soon  to  talk  about  a  Fd 
nuclear  safety  record,"  says  Henri  i 
qu6,  a  CFDT  union  delegate  on  the  E 
tricit£  de  France  board.  He  says  reac| 
typically  develop  faults  after  three  to 
years  in  operation.  (The  oldest  of  F 
ce's  1 1  nuclear  plants  began  worl 
only  IV2  years  ago.)  Recently,  Fauq 
union  has  called  for  stricter  contrc 
equipment,  claiming  that  it  has  dete 
flaws  in  such  essentials  as  steam  ge 
ators,  and  has  said  that  no  new  reac 
should  be  started  up  until  this  is  eff ec 

Between  1974  and  1985  Franc< 
spending  over  $30  billion  on  its  nuc 
program  and,  says  Fauqu£,  "that  prog 
has  never  even  been  debated  in  pa 
ment."  The  reason  goes  back  to  1 
"De  Gaulle  wanted  the  bomb,"  says  j 
nalist  Olivier  Drouin,  "so  he  set  up 
Atomic  Energy  Commission  and  st£ 
everything  on  nuclear  technology."  1 
executive  commitment  has  survl 
changes  of  government,  presidents 
even  a  change  of  constitution.  Thus, 
result  of  the  1973  oil  crisis  was  to  rfl 
the  energy  aspect  of  the  nuclear  prog 
more  urgent,  not  to  produce  that 
gram  as  a  new  thought. 

Not  that  53  million  Frenchmen  ai 


Nuclear  power  plant  at  Bugey  in  eastern  France 

Mainly  because  of  a  strong  central  government,  France's  electricity  will  be  60%  nuclear  by  1985. 
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'Armco  and  I  make  a  steel 
that  can  help  Americans  save 
the  energy  in  19  million  barrels 


Larry  Ransom,  41,  works  in  the  machine  shop 

at  Armco's  electrical  steel  processing  plant  in  Zanesville,  Ohio. 


Larry  Ransom  and  Armco's  Advanced  Materials  Division  people  make  a  lot  of 
different  specialty  steels.  One  of  them  lets  electric  motors  run  better.  You  can  build 
motors,  transformers  and  other  electrical  equipment  with  all  kinds  of  steel.  But  ours 
will  get  you  1%  better  efficiency,  or  more.  Saving  1%  of  the  power  needed  for  all 
the  electric  motors  in  America  doesn't  just  equal  19  million  barrels  of  oil.  It's  also 
enough  electricity  to  serve  840,000  average  American  homes  all  year.  V\fe  invented 
the  first  electrical  steel  in  1903.  And  today  we're  America's  largest  maker  of  electrical 
steels.  No  wonder  Armco  ranks  high  in  performance  comparisons  of  major  steel 
producers  over  the  past  five  years.  Performance— in  products  or  as  a  corporation  — 
isn't  the  only  way  to  measure  a  company.  But  it's  one  good  way. 
Armco  has  more.  ^mmm^ 
Armco.  General  Offices,  Middletown,  Ohio  45043  ARMCO 
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one  mind  about  going  nuclear.  Industry 
ministry  officials  like  to  quote  a  post- 
Harrisburg  poll  that  showed  62%  in  favor 
of  the  current  program. 

"Eighty  percent  also  thought  they 
were  being  lied  to  about  it,"  snipes  Fau- 
que. In  France  there's  no  exact  Barry 
Commoner  or  Jane  Fonda  equivalent. 
The  ecological  movement  is  less  well 
organized  than  in  other  European  coun- 
tries, or  in  the  U.S.  "Their  big  mistake 
was  to  take  an  extreme  position:  nuclear 
power,  no  thanks,"  says  a  critic,  explain- 
ing why  ecologists  now  have  little  clout. 
"Everyone  could  see  how  stupid  that 
was,  in  a  country  with  no  oil." 

There's  also  the  fact  that  France's 
highly  centralized  administrative  ma- 
chine effectively  rolls  right  over  any  pro- 
tests. "It's  not  like  the  States,  where 
governors  and  so  on  get  elected  on  local 
issues,"  explains  an  Industry  Ministry 
man.  "Our  system  isn't  federal.  The  local 
prefect  is  an  agent  of  the  [central]  govern- 
ment, so  he's  carrying  out  national  poli- 
cy." There  is  a  fairly  lengthy  site-selec- 
tion procedure,  but  once  that's  complet- 
ed, there's  no  legal  means  for  anyone 
even  to  slow,  much  less  halt,  reactor 
construction.  Says  Philippe  Aussourd, 
until  recently  in  charge  of  site  selection 
at  Electricite  de  France,  "Your  Depart- 
ment of  Energy  people  have  told  us  we're 
four  years  quicker  than  they  are,  just 
because  of  administrative  procedures." 


Right  now,  the  French  nuclear  energy 
industry  looks  almost  too  straightfor- 
ward. There's  just  one  customer,  the  na- 
tionalized electric  utility  Electricite  de 
France,  and  one  reactor  builder,  Frama- 
tome.  Framatome  is  held  55%  by  the  $6 
billion  sales  Empain-Schneider  group, 
15%  by  Westinghouse  Electric  Co.  and 
30%  by  the  French  state-owned  Com- 
missariat a  1'Energie  Atomique  (CEA). 
It's  clear  that  Finance  Minister  Monory's 
plans  for  increasing  competition  won't 
extend  to  the  nuclear  field.  "France  isn't 


"A  certain  consequence  of 
slowing  down  nuclear  pro- 
grams in  the  developed  world 
is  that  there  will  be  less  oil 
around  for  the  Third  World." 


big  enough,"  says  Jean-Claude  Leny, 
president  of  Framatome.  "With  two  or 
three  companies  in  this  market,  no  one 
company  would  have  been  profitable.  Fi- 
nally the  government  considered  they 
had  to  concentrate  on  one  supplier." 

"Again  without  any  discussion  in  par- 
liament," notes  Henri  Fauque,  who  adds 
that  in  his  view  nuclear  power  is  much 
too  important,  and  dangerous,  to  be  left 
in  the  hands  of  a  "private  company, 
seeking  profits."  If  the  current  setup 
strikes  some  people  as  a  monopoly,  the 


description  is  "meaningless"  to  F 
tome's  Jean-Claude  Leny,  a  rangy,  i 
interviewed   figure   whose  blue 
sports  the  single  red  thread  of  the  L, 
d'Honneur.  There  is,  he  quickly  p 
out,  a  countervailing  power  in  the 
ket  today — a  single,  powerful  custt 
If  there  are  four  suppliers  in  the 
Leny  notes,  there  are  "many  compl 
unorganized  customers,  some  of 
quite  small  and  weak." 

Latest  Electricity  de  France  fij 
show  nuclear  power  is  now  half  as  c 
as  oil  per  kilowatt/hour  generated 
one-third  cheaper  than  coal. 

"My  long  experience  dealing 
Westinghouse  has  shown  me  that 
can  get  much  more  from  their  custc 
[in  the  U.S.]  than  we  can  from  our 
tough  customer  here,"  Leny  says„ 
ping  the  table  for  emphasis.  He  doi 
low  as  how  there  are  some  big,  pow 
customers  in  the  States  too — TV/5 
example.  "But  there  are  very  small 
and  weak  ones.  .  .  like  the  one  wh 
this  Harrisburg  accident.  They  are 
big  utility,  and  they  face  this  pow, 
Westinghouse  with  its  big  nuclear  en 
divisions.  We  are  not  in  this  posj 
Electricite  de  France  is  as  strong  a 
are,  and  they  have  one  of  their  own 
neers  for  every  one  of  ours." 

"Framatome  doesn't  like  to  give  i 
mation,"  says  Henri  Fauque,  "at  all 

On  its  present  business,  mainl 
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ice,  Framatome  is  in  the  black, 
iks  to  working  exactly  at  capacity, 
nng  out  between  6,000  and  7,000 
•j  jawatts  of  electrical  generating  capac- 
■  a  year.  Exactly  how  much  profit  the 
lpany  is  making,  however,  is  any- 
's  guess.  Under  French  accounting 
I  they  don't  have  to  say.  Last  year, 
natome  reported  profits  of  $192,000 
;ales  of  $720  million.  "The  profit  fig- 
in  our  balance  sheet  is  frankly  ridicu- 
i,"  concedes  Framatome  board  mem- 
Jacques  Gaussens,  politely  declining 
ive  a  more  realistic  estimate, 
jiny  says  frankly  that  France  is  his 
good  market  at  present.  That,  he 
is  "due  to  the  counterpropaganda 
e  by  the  U.S.  government  .  .  .  really 
le  overall  U.S.  community,  including 
ogists.  The  U.S.  has  a  great  impact  in 
world.  If  they  don't  go  nuclear,  many 
)le  hesitate." 

ny  thinks  that  U.S.  reluctance  to 
2  heavily  into  nuclear  power  will 
U.S.  equipment  makers  not  only  in 
home  market  but  abroad.  "You  can- 
convince  people  they  have  to  buy 
products  if  you  don't  sell  them  at 
e,"  he  says.  "So  long  as  U.S.  reactor 
ors  were  selling  between  30  and  40 
ts  a  year,  their  impact  abroad  was 
important.  Now  that  they  are  sell- 
ero,  their  impact  has  been  diminish- 
t  has  nothing  to  do  with  their  tech- 
ability." 


Nuclear  power  plant  at  Chinon,  France 
The  environmentalists  struck  out. 

The  agreement  under  which  Frama- 
tome has  been  using  Westinghouse 
knowhow  runs  out  in  1982.  That's  also 
the  date  scheduled  for  the  end  of  Wes- 
tinghouse's  shareholding  in  Framatome. 


A  new  agreement  is  now  being  negotiat- 
ed. "The  French  government  has  made 
one  condition,"  says  Leny.  "It  does  not 
agree  with  Framatome's  having  to  ask 
authorization  from  a  foreign  government 
when  it  wants  to  export."  Of  course  it's 
Westinghouse,  not  Washington,  they 
ask,  Leny  acknowledges,  "but  behind 
Westinghouse  you  find  the  U.S.  govern- 
ment. It  is  in  Westinghouse's  interest  to 
see  Framatome  sell  abroad — they  get  the 
license  fee,  which  is  not  nothing:  just 
under  5%  of  the  licensed  part — but  we 
may  be  held  back  by  the  political  atti- 
tudes of  the  U.S.  government." 

On  their  own  soil,  at  least,  it  seems 
nothing  is  holding  back  France's  nuclear 
industry.  Says  Leny,  "We  have  no  oil, 
and  no  hope  of  finding  a  substitute  for  at 
least  the  next  30  years.  Solar  energy  and 
all  that  kind  of  thing?  They're  very  nice, 
very  beautiful,  but  not  a  replacement 
source  of  energy  at  all.  The  French  people 
know  we  have  to  go  nuclear  and  they 
accept  it." 

CEA  Information  Director  Jean  Pelle- 
rin  throws  the  question  of  accepting  nu- 
clear power  back  at  the  U.S.  "A  certain 
consequence  of  slowing  down  nuclear 
programs  in  the  developed  world  is  that 
there  will  be  less  oil  around  for  the  Third 
World,"  he  says.  "Do  you  think  they'll 
stand  still  and  accept  grinding  poverty 
while  the  American  upper  middle  class 
preaches  zero  growth?"  ■ 


Albert  J.  Tahmoush,  Chairman  and 
CEO  of  Frank  B.  Hall  &  Co.,  Inc.  with 
some  of  our  "neighborhood  kids."  In 
this,  International  Year  of  the  Child, 
we  have  millions  of  good  reasons  to 
continue  our  growth  strategy . .  .  most 
are  under  ten  years  of  age. 
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Intfrn.-ilion-il  c.ir 

of  the  Child  1979 


Worldwide  expansion  and 
inement.  Rapid,  extensive  but 
fully  planned. 

To  preserve  growth  oppor- 
ities  for  Pierre  and  friends, 
tecting  the  firms  they  may 
eday  work  for,  manage  or  own. 

To  better  protect  and  serve 
worldly  clients.  Occidental 
roleum,  McDonald's,  Raytheon, 
gling  Bros.,  Pan  American, 


ITT,  PepsiCo ...  to  mention  a  few. 

Over  5,000  insurance  pro- 
fessionals. Over  150  offices.  In 
more  than  40  nations.  We  know 
the  people,  know  the  problems. 
Intimately. 

Frank  B.  Hall  &  Co.  A 
major  influence  in  every  world 
marketplace.  Ready  to  preserve 
and  protect  your  tomorrows . . . 
today. 


Frank  B.  Hall  &  Co. 

International  Insurance  Brokers 

We  make  vour  world  safe.  You  make  us  world-famous. 


While  they  are  not  exactly  thumbing  their 
noses  at  OPEC,  a  good  many  Ohio  companies 
are  producing  some  of  their  own  gas. 


Self-reliance, 
Buckeye  style 


By  Jefferson  Grigsby 

When  George  A.  Bricmont 
brought  in  his  first  producing 
gas  well  in  1975,  "it  felt  like 
Christmas  on  the  Fourth  of  July."  Not  so 
unusual  a  reaction  for  a  wildcatter — ex- 
cept George  Bricmont  is  not  your  ordi- 
nary wildcatter.  He  is  president  and  chief 
operating  officer  of  Park-Ohio  Industries, 
Inc.,  which  makes  things  like  machined 
parts  and  plastic  containers,  and  his  only 
previous  experience  with  gas  and  oil  was 
the  fear  of  running  out  of  it. 

Now,  Bricmont  knows  quite  a  lot 
about  gas  and  oil,  and  Park-Ohio,  a  small- 
ish ($200  million  sales)  diversified  manu- 
facturing company  in  Cleveland,  will  get 
about  a  third  of  its  $4.85-per-share  earn- 
ings this  year  from  its  energy  division — 
257  tiny  gas  wells  in  eastern  Ohio,  some 
new  acreage  in  Montana  and  Pennsylva- 
nia, and  average  daily  production  of 
about  20  million  cubic  feet  of  gas. 

Over  in  Lancaster,  Ohio,  Anchor 
Hocking  Corp.,  a  glass  and  plastics  com- 
pany, has  been  drilling  for  years  in  a 
West  Virginia  gasfield,  owns  a  captive 
interstate  pipeline  to  ship  its  production 
into  Ohio,  and  has  access  to  95  Ohio  and 
West  Virginia  wells.  It  can  supply  95%  of 
the  natural  gas  for  its  two  plants  in  Lan- 
caster. In  Warren,  Ohio,  little  American 
Welding  &  Manufacturing  Co.  ($63.5 
million  sales)  can  produce  up  to  70%  of 
its  own  gas. 

Not  many  companies  come  out  as  well 
as  Park-Ohio,  which  has  much  more  gas 
than  it  needs  but  producing  your  own  gas 
and  oil  is  far  from  unusual  in  Ohio. 
Through  a  combination  of  enlightened 
regulation,  hard  necessity  and  fortuitous 
geology,  hundreds  of  companies,  large 
and  small,  now  can  provide  a  portion  of 
their  own  gas.  In  the  process,  they  have 
helped  double  total  drilling  in  Ohio  over 
the  past  three  years,  and,  according  to 
Theodore  DeBrosse  of  the  Ohio  Depart- 
ment of  Natural  Resources,  last  year  they 
accounted  for  about  20  billion  of  the  115 


billion  cubic  feet  of  gas  produced  in  Ohio. 

To  be  sure,  20  billion  cubic  feet 
wouldn't  keep  the  flares  going  very  long 
over  the  oilfields  of  Saudi  Arabia.  But  it's 
crucial  in  Ohio,  where  since  1974  indus- 
try has  been  repeatedly  hit  by  winter- 
time utility  company  gas  curtailments. 
Libbey-Owens-Ford's  Ohio  glass  manu- 
facturing and  fabricating  plants,  for  ex- 
ample, were  cut  from  23  million  cubic 
feet  a  day  to  about  640,000  in  February  of 
1977 — "just  enough,"  says  corporate  en- 
ergy director  James  A.  Palmer,  "to  keep 
the  plants  from  freezing."  Republic  Steel 
found  itself  with  12%  of  its  normal  Ohio 
supplies.  What  got  them  through  that 
winter  was  their  own  supplemental  ener- 
gy production. 

Fortunately  the  state  of  Ohio,  through 
the  leadership  of  Governor  fames  A. 
Rhodes,  had  made  it  possible  to  do  that. 
Starting  in  1974,  the  State  Public  Utili- 
ties Commission  and  the  Ohio  legisla- 
ture worked  out  procedures  allowing  any 
company  with  the  wherewithal  to  drill 
for  gas,  introduce  it  into  a  pipeline  at  the 
wellhead,  and  draw  out  equivalent  gas  at 
its  plant  site.  In  short,  an  industrial  com- 
pany can  produce  gas  without  being 
forced  to  sell  it. 

Ohio's  geology  also  helped.  At  aver- 
age production  of  no  more  than 
150,000  cubic  feet  a  day  or  so,  gas 
wells  in  eastern  Ohio's  Clinton  sand- 
stone formation  are  pipsqueaks  by  Texas 
or  Louisiana  standards.  But  they  have 
two  virtues:  They're  cheap  to  drill  (as 
little  as  $125,000  apiece),  and  more  than 
90%  wind  up  producing  enough  gas  to 
make  it  worth  the  while  of  a  company 
worried  about  a  cold  winter.  "We  don't 
get  too  many  barn-burners,"  says  Park- 
Ohio's  Bricmont,  "but  we  don't  get  too 
many  dry  holes  either." 

Most  of  Ohio's  new  industrial  wildcat- 
ters had  little  background  in  energy  be- 
fore 1974.  "Our  background  was  that  we 
ran  out  of  it,"  says  Claude  S.  Farrell,  vice 
president  of  technology  at  Buckeye  Inter- 
national Inc.  of  Columbus,  a  diversified 


miniconglomerate  which  also  hal 
own  captive  energy  subsidiary.  Fe! 
the  companies  do  their  own  dri; 
Most  lease  acreage  and  then  brir) 
contract  drillers. 

Libbey-Owens-Ford  started  dnllii 
wells  in  1976  to  help  supply  gas  t 
windshield  plants  in  Toledo.  Now  ii 
duces  2.5  million  to  3  million  cubic  I 
day,  has  a  four-member  geology  staf 
in  1977  bought  a  small  producing  fie 
Oklahoma,  from  which  it  ships  gas 
O-F  plants  in  North  Carolina,  Ohic 
Iowa.  "We  want,"  L-O-F's  Palmer  pu 
"to  be  able  to  turn  these  valves  on  ar 
ourselves." 

Big  companies  in  Ohio  are  into  er 
too,  but  they're  not  anxious  to  adve 
their  involvement  in  the  busine: 
some  of  their  major — and  most  cruc 
suppliers.  Says  William  A.  Vauj 
General  Motors'  director  of  energy  i 
agement:  "We  got  into  this  very, 
reluctantly." 

Clearly,  though,  GM  felt  it  ha< 
choice.  As  early  as  1971  the  com 
hired  an  independent  producer  to  set 
standby  gas  system  for  its  big  L 
town,  Ohio  assembly  plant  and, 
years  later,  bought  the  operation 
right.  GM  now  has  a  wholly  owne« 
producing  subsidiary  and  a  200-well 
ern  Ohio  field  with  a  capacity  of  20 
lion  cubic  feet  a  day  to  insure  emerg 
fuel  for  its  23  Ohio  plants.  Caterpillai 
provide  about  40%  of  the  gas  for  its  J 
tor,  Ohio  lift-truck  plant  from  four  i 
by  wells.  TRW  has  1 1  Ohio  wells.  G» 
al  Electric  has  more  than  20. 

With  utility  companies  in  < 
once  more  taking  on  new 
tomers,  there  are  limits  to 
far  the  state  and  the  federal  governi 
may  allow  industrial  users  to  edge 
the  utilities'  turf.  There  are  built-in 
its,  too,  to  wildcatting  with  a  ner 
board  of  directors  looking  over 
shoulder.  When  Buckeye  Intematio 
initial  effort  was  a  dry  hole,  Farrell  rec 
"it  didn't  make  everybody  enthused. 

But  the  drilling  goes  on.  It's  insur 
against  the  convolutions  of  the  bui 
cracy  and  Congress.  "If  you  can  bu 
insurance  policy  that  pays  for  ii 
that's  a  pretty  nice  fringe  benefit," 
L-O-F's  Palmer.  Industrial  gas  sole 
about  26  cents  per  thousand  cubic  fe 
the  state  in  1960.  Now  it's  more 
$2.50,  and  Jerry  D.  Jordan,  a  Colun 
attorney-geologist,  predicts  it  may  h 
to  $5  by  the  early  1980s.  "The  rise  it 
price  of  natural  gas  to  industry,"  he  s 
"is  going  to  be  absolutely  devastati 
Companies  that  own  their  own  gas  . 
at  least  a  partial  offset  as  well  as  ass 
supply. 

Besides,  it  can  be  fun.  "We  hit  a 
well  last  year  that  was  so  good  the  dl 
thing  caught  on  fire,"  says  L-O-F's  P 
er  proudly.  "We  had  to  get  Red  Ada 
come  in  and  put  it  out."  ■ 
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How  an  industrial  product 
from  Colt  Industries 
helps  give  a  substantial  boost 
to  American  productivity. 


A 


New,  super  high  speed  ste 

Division  are  helping  the  nation's  tool.makers  turn  out  durable  metal 
cutting  tools  that  produce  more  parts— and  produce  them  faster.  Our 
Crucible  Particle  Metallurgy  process  produces  a  completely  uniform  steel 
structure,  so  that  tools  made  from  our  CPM  steel  perform  the  same  way 
every  time.  There's  longer  tool  life  and  less  tool  maintenance,  resulting  in 
significantly  higher  productivity.  With  process  and  product  improvement 
like  this,  it's  not  surprising  that  our  Crucible  divisions  are  leaders  in  spe 
cialty  steels.  Or  that  Colt  Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy.  For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  BB,  430  Park  Avenue,  New  York,  NY  10022. 

Fairbanks  Morse  diesel  engines  "Fairbanks  scales  'Pratt  &  Whitney  and  Etox  production  equip- 
ment  rQuincy  compressors  'Central  Moloney  transformers  'Trent  welded  stainless  steel  pipe  and 
tubing  'Crucible  permanent  magnets  and  coil  springs  'Colt  firearms  GHolley  carburetors 
Chandler  Evans  fuel  controls  'Fairbanks  Morse  pumps  I  Crucible  specialty  steels  IGarlock  industrial 
seals  'Stemco  truck  products  'France  compressor  products  ~Menasco  shock  mitiqation  systems 


Colt  Industries 


Another  Tenneco  Venture: 


South  Marsh  Island  61  -C. 

An  important  discovery  in  a  series 
that  has  made  us  a  leading  producer  of 
natural  gas  in  the  Gulf  of  Mexico. 


Tenneco's  giant  drilling  platform  in  the  Gulf  of 
Mexico,  South  Marsh  Island  61  -C,  is  our 
most  prolific  producer  of  natural  gas  yet.  The 
1 1  wells  on  the  platform  are  expected  to 
produce  about  90  billion  cubic  feet  of  natural 
gas  in  their  first  year,  more  than  is  consumed 
annually  by  the  city  of  Boston. 

This  discovery  is  significant  because  it 
typifies  Tenneco's  continued  commitment  in 
the  Gulf.  We  obtained  the  rights  to  the  prin- 
cipal lease  involved  after  another  firm  had 
drilled  a  dry  hole  and  abandoned  it.  Con- 
vinced that  natural  gas  was  there,  we  drilled 
and  discovered  large  new  reserves. 

In  the  last  20  years, Tenneco  has  spent 
over  $800  million  just  for  the  right  to  explore 
the  1 1 7  leases  we  currently  hold  in  the  Gulf  of 
Mexico.  And  in  two  of  the  last  three  Gulf 
lease  sales,  we've  won  the  most  sought-after 
block. 

Our  commitment  has  paid  off,  for 
Tenneco  has  become  the  third  largest 
producer  of  natural  gas  in  the  Gulf.  Our  total 
yearly  production  there— approximately  332 
billion  cubic  feet— now  exceeds  the  annual 
gas  consumption  of  all  of  New  England.  We 
also  produce  more  than  1 1  million  barrels  of 
oil  in  the  area. 


We're  still  increasing  our  commitment  to 
the  search  for  energy.  In  1 979  we  will  invest 
about  $650million  in  oil  and  natural  gas 
exploration  and  production,  most  of  it  right 
here  in  the  United  States.  This  effort  is  impor- 
tant because,  although  America  has  enough 
natural  gas  to  meet  its  immediate  needs, 
over  the  long  run  the  country  must  supple- 
ment its  known  reserves.  Last  year  Ameri- 
cans consumed  approximately  1 9  trillion 
cubic  feet  of  natural  gas  while  only  1 0-1 2 
trillion  cubic  feet  were  discovered.  To  help 
keep  supplies  flowing  through  our  1 6,000 
miles  of  pipeline,  Tenneco  is  aggressively 
planning  energy  projects  here,  with  neigh- 
boring nations,  and  around  the  world. 

Although  energy  makes  up  two  thirds  of 
our  business,  Tenneco  continues  to  supply 
other  basic  needs  like  food,  automotive  com- 
ponents, chemicals,  ships,  packaging,  farm 
and  construction  machinery,  and  insurance. 

That's  Tenneco  today:  growing  in 
energy. .  .and  more. 


For  more  information  on  Tenneco.  write  Dept.  D-1 R.  Tenneco 
Inc.,  Houston  TX  77001. 


TENNECO  OIL  O  TENNESSEE  GAS  TRANSMISSION  O  J  I  CASE  O  TENNECO  AUTOMOTIVE  O 
TENNECO  CHEMICALS  O  NEWPORT  NEWS  SHIPBUILDING  O  PACKAGING  CORP  OF  AMERICA  (3^ TENNECO  WEST 


Statistical  Spotlig 


Think  of  a  time  when  stocks  of  191  important 
American  corporations  are  selling  for  less 
than  net  working  capital  per  share.  Are  we 
talking  about  1932?  No,  1979. 


The  return  of 
Benjamin  Graham 


"Mure  than  one-third  of  all  industrial  stocks 
are  selling  in  the  open  market  for  less  than 
the  companies'  net  quick  assets. " 

No,  we  are  not  talking  about  to- 
day's stock  market.  The  above 
quote  is  from  one  of'three  articles 
written  for  this  magazine  by  the  late 
Benjamin  Graham,  the  respected  father 
of  modern  security  analysis.  The  date: 
June  1,  1932.  Graham's  statement  could 
be  applied  to  the  1979  stock  market. 
Except  for  a  brief  period  in  1974,  this  is 
the  first  time  since  the  1930s  that  the 


Dow  Jones  industrial  average  has  sold  at 
a  major  discount  from  book  value. 

In  his  Forbes  articles  Graham  was 
talking  about  depressed  stocks,  in  effect, 
worth  more  dead  than  alive.  He  said  the 
management  owed  it  to  stockholders  to 
consider  liquidating  the  business.  Today 
many  major  corporations  are  actually  liq- 
uidating themselves  by  selling  out. 

Applying  the  term  "Loaded  Laggards" 
to  stocks  selling  at  big  discounts  from 
their  asset  values,  Forbes  editors  later 
began  publishing  annual  lists  based  on 


modifications  of  Graham's  criteri 
the  years  passed  and  the  market  roj 
relaxed  these  criteria;  had  we  not 
so  there  would  have  been  no  list  of 
ed  Laggards.  Now,  however,  the  m 
adjusted  for  inflation,  has  lost  h« 
value  in  the  past  decade.  If  the  ceo 
is  in  a  recession,  the  stock  mark 
large  parts  of  it,  are  in  a  depressic 
with  this  issue  we  go  back  to  Ber 
ham's  original  tough  criterion  for  L 
Laggards:  The  stock  had  to  be  so  ch 
sold  for  less  than  the  company' 
working  capital — after  deducting  al 
and  preferred  stock.  So  depressed 
current  market  our  computer  turn 
191  such  stocks.  They  are  listed  d 
following  pages,  divided  into  four 
gories:  profitable  companies  listed  c 
New  York  Stock  Exchange,  the  A 
can  Stock  Exchange,  over-the-ca 
and  unprofitable  companies. 

Almost  200  companies  worth 
dead  than  alive!  A  sad  commenta 
the  state  of  the  U.S.  stock  mark 
brilliant  opportunity  for  corporat 
quisitors  and  bargain-hunting  inve 
By  the  way,  there  is  one  compar 
today's  list  that  was  also  on  Gral 
1932  list:  Munsingwear.  ■ 


'Some  stocks  selling  for  less  than  net  current  assets." 


The  above  title — exactly  as  Ben  Graham  wrote  it  in  Forbes  in  1932 — was  used  to  identify 
companies  selling  for  less  than  liquidating  value,  "worth  more  dead  than  alive."  Back  then  one  out 
of  every  three  Big  Board  stocks  was  in  that  condition.  Today  it's  1  out  of  40.  


Company 


Discount 
from  net 
working 
capital 


Net 
working 
capital 
per  share* 


Discount 
from 
book 
value 


Book 
value 
per 
share  t 


Cash 
per 
share 


Recent 
price 


Five-year 
price  range 


Latest 
12-month 
earnings 
per  share 


Pr 

earr 


New  York  Stock  Exchange 

Salant  47%  $11.40  62%  $15.71  $0.56  6  9%-  3%  $0.89 

Lowenstein  (M.)  44  18.91  76  44.36  1.46  10%  1978-  87s  2.75 

Craig  Corp  43  12.68  44  13.03  0.54  7%  16%-  2  0.59 

lantzen  30  22.24  42  26.86  1.44  \SVi  23%-  9Vi  2.87 

Oxford  Industries  29  15.17  53  22.64  0.84  lO'/i  25%-  7  2.24 


Hart,  Schaffner  &  Marx 
Sterchi  Brothers  Stores 
Coachmen  Industries 
Manhattan  Industries 
Facet  Enterprises  


26 
23 
22 
22 
22 


17.04 
14.07 
7.50 
8.92 
8.02 


45 
33 
57 
65 
59 


23.10 
16.24 
13.74 
19.84 
15.31 


3.24 
1.01 
0.29 
1.20 
0.53 


12% 
107s 

57s 
7 


16 
13 

19% 
127s 
9% 


5'/2 

4% 

l'/2 

1% 

37s 


2.27 
2.18 
0.24 
2.08 
0.07 


2 


Cooper  Tire  &  Rubber                  19  15.86  51  26.44          3.66           1278  18%-  5lA  3.34 

Cunningham  Drug  Stores              19  14.13  50  23.17          2.40           IV/i  13    -3%  1.61 

Tandycrafts                                19  7.08  36  8.93          0.45             5'/4  67s-  3%  1.66 

Phillips-Van  Heusen                    17  15.70  51  26.40          1.77           13  18    -  378  2.35 

Munsingwear  17  17.72  50  29.54  0.81  14'A        2078-11  1.21 


Fabn-Centers  of  America  17  6.15  51  10.46  0.55             5'/8  12%-  27s  1.13 

Cannon  Mills  16  23.77  40  33.56  7.09  20  24'/4-10'/4  3.25 

Bayuk  Cigars  15  13.58  25  15.29  0.35  ll'/i  12l/2-  3%  1.83 

Cluett,  Peabody  14  11.62  48  19.12  2.13  10  1478-  3%  1.68 

Leslie  Fay  13  8.36  38  11.64  0.59             7%  lO'A-  3  1.60 

Adams  Drug  11  4.75  34  6.48  0.91  4'/4         6%-  1%  0.69 


ID 


Zale  Corp 
Faberge" 

Gateway  Industries 
Springs  Mills 
Jonathan  Logan 
General  Medical 


24.21 
10.74 
9.13 
18.26 
13.43 
13.04 


18 
46 

33 
50 
60 
25 


26.95 
18.29 
13.37 
35.75 
33.68 
17.40 


2.77 
1.08 
6.33 
2.42 
4.27 
0.20 


22 '/s 
97s 
9 

18 

13% 
13 


25'/s- 
13%- 
11%- 
207s- 
18%- 
21V2- 


9  V* 

4'/2 
l'/4 

8% 
4% 
614 


3.27 
1.09 
2.02 
3.66 
1.23 
1.38 


'Current  assets  minus  all  liabilities  and  preferred  stock.       tExcluding  intangibles,  as  of  latest  fiscal  year-end.       NM  =  Not  Meaningful. 
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Discount 

Net 

Discount 

Book 

Latest 

from  net 

working 

from 

value 

Cash 

12-month 

Price/ 

working 

capital 

book 

per 

per 

Recent 

Five-year 

earnings 

earnings 

if  Dmpany 

capital 

per  share* 

value 

share! 

share 

pnee 

price  range 

per  share 

ratio 

merican  Stock  Exchange 

ps 

59% 

$  4.85 

62% 

$  5.28 

$  0.30 

2 

13/. 
6/4  — 

$0.19 

11 

amon  Creations 

56 

6.80 

69 

9.61 

0.43 

3 

6  — 

1  7/ 

1  78 

0.60 

5 

:  Centex 

55 

1 1.22 

58 

12.02 

0.17 

5 

71/. 
/  V4  — 

"3  5  A 
078 

0.62 

8 

Dnco  Teleproducts 

3D 

o.Uo 

A  C\ 

4y 

5.39 

2.86 

2% 

E 

D  — 

/2 

n  01 

6 

'  reenman  Brothers 

^9 

7  1 

O  OA 

y.yo 

1  1A 
1  .o4 

9  7A 
Z  78 

6%- 

% 

10 

j:lscot  Retailers 

52 

4.14 

72 

7.10 

0.90 

2 

O  74  — 

/4 

0.11 

18 

■  t'l  Seaway  Trading 

49 

13.72 

51 

14.32 

1.15 

7 

1  1  V. 
11/4  — 

1 1A 

1  /4 

0.91 

8 

i  lencer  Co's 

49 

8.13 

53 

8.85 

5.88 

4V8 

81/-. 
o  /2  — 

/8 

0.55 

8 

iiiniiv  R  prnrn  Plan 

47 

6. 10 

54 

7  D7 

9  A'; 

3'A 

5  _ 

7s 

n  40 

7 

■Ji.it'  F-icnmnc  TnHn ctri p» c 
Till  rdMHUllS  lllUUb II lea 

45 

i  n  ^3 

48 

1  1  0,4 

n  39 

D  /4 

6'/2- 

% 

1  71 

-2 

ardust 

45 

2.72 

59 

3.66 

0.05 

l'/2 

1  A/ 
078  — 

7/ 
78 

0.01 

NM 

i  ;tchum  &  Co 

43 

8.74 

54 

10.95 

1.67 

5 

71/ 

1  5/ 

Its 

0.27 

19 

i  lorofare  Markets 

42 

6.93 

60 

10.12 

1.24 

4 

0/8  — 

Z 

0.39 

10 

hrader  (Abe) 

A  1 

D.Uo 

D  1 

o.Uv 

i  qi 

O  /8  — 

1  */-> 

n  ox 
U.Uo 

NT  AA 

.  jhen-Hatheld  Industries 

/in 

4U 

o.y  i 

DO 

y.oD 

1  .zo 

/I  1/ 
4'/8 

5'/2- 

% 

n  a  1 

1  n 
1U 

4'ter  Six 

36 

8.78 

61 

14.57 

0.94 

55/8 

9%— 

2 

0.79 

7 

la  Industries 

36 

13.32 

43 

14.86 

6.08 

8V2 

1U  /4  — 

1  /2 

1.64 

5 

'lildex 

36 

6.28 

63 

10.94 

0.56 

4 

O  — 

9  37, 
Z  /4 

0.82 

5 

!  nlf  IHnwarH  R  1 
Ull  |nuwdiu  D.J 

35 

4  30 

3^ 

4  4S 

1  37 

1  .o  / 

9  % 
Z  /8 

4%- 

1% 

n  9  7 

u.z  / 

1 1 

1 1 

34 

14.80 

59 

24.01 

10.88 

9% 

10'/2- 

5% 

1.43 

7 

jiree  D  Depts 

33 

5.77 

36 

6.06 

2.57 

37s 

A  5/ 

74 

1.16 

3 

I  quire  Radio  &  Electronics 

33 

23.95 

34 

24.09 

4.45 

16 

O  7/ 

2/8 

2.89 

6 

1  scount  Fabrics 

31 

2.35 

48 

3.10 

0.04 

l5/s 

1  7/ 
O  78  — 

1  1/ 
174 

0.33 

5 

hressa 

6  I 

D.U7 

1  c 
OD 

D.4U 

6.16 

1 1/ 

6V2 

O  /8  — 

L  /4 

n  a  a 
(J. 44 

n 
0 

tnobscot  Shoe 

ic\ 
oU 

7  A  3 

A  1 

4o 

y.oD 

J  .21 

D78 

5%- 

1 

n  7n 
U.  /U 

Q 
O 

(Hi  Ann 

30 

11.39 

41 

13.56 

7.62 

8 

O  /o  — 

3Va 

O  78 

0.74 

11 

iD-Dart  Industries 

29 

5.82 

42 

7.13 

0.21 

4'/s 

(\  — 

/8 

0.28 

15 

fmand  Industries 

28 

3.82 

58 

6.61 

1.30 

23/4 

5'/4  — 

% 

0.22 

13 

jiivciacii  v^igcir 

98 

7  48 

33 

a  09 

9  34 

D  /8 

6  - 

17s 

1  34 

1  .O'T 

A 
*f 

illWUUU 

96. 

4  <iQ 

7  09 

n  59 

3Va 

O  /a 

7%- 

% 

1  1  0 

2 

0 

orton  Shoe 

26 

7.97 

49 

1 1.60 

1.28 

57s 

y  — 

0  7/ 
278 

1.36 

4 

jjPO  Videotronics 

26 

7.43 

37 

8.77 

0.58 

5l/2 

y  — 

i 

1 

0.98 

6 

.alanta 

26 

9.64 

51 

14.48 

1.23 

7'/8 

O  V 

y-ys— 

2  74 

1.00 

7 

-  :lyn 

T  C 

ZD 

6.  / 1 

So 

7  77 

1.1/ 

1  CA 

1 .64 

5 

1U/8- 

<D  /8 

n  qa 

r 
O 

.  ldrea  Radio 

Zl 

D.zZ 

1  c 
oD 

b.oy 

A  A1 

/I  1/ 
4'/8 

5'/2- 

1% 

n  a  7 
U.4  7 

O 

y 

:  lume  Merchandise 

21 

6.34 

38 

8.00 

3.47 

5 

D  /4  — 

/2 

1.01 

5 

-  rton's  Candy 

21 

4.26 

50 

6.80 

1.52 

33/s 

D  /8  — 

1  3/,, 
1  /8 

0.15 

23 

lsen  Industries 

19 

6.17 

23 

6.47 

2.03 

5 

1 U  /8  — 

•A 
/2 

1.42 

4 

LlllWCdl  V_Uip 

1  8 

1  o 

9  fin 

42 

3.67 

n  04 

9  l/a 

37s- 

7s 

n  41 

c 

jvie  Dial 

1  7 

1  / 

i  3  <;8 

34 

OH 

1  /  .  1  O 

1  84 

11/4 

13%- 

3'/4 

9  4fi 

c 

".id  Ragan 

17 

8.33 

54 

14.92 

1.60 

67/8 

ZD  /2  — 

c 

D 

0.81 

8 

zare  Kaplan  Int'l 

16 

15.86 

9 

14.68 

0.86 

13% 

17  - 

3 

2.77 

5 

■stl£-LeMur 

16 

3.74 

24 

4.11 

1.72 

3'/s 

37s- 

7s 

0.35 

9 

il'S  Products 

1  4 
1 1 

9  l  a 

4^ 

3  4D 

n  33 

1  /8 

3%- 

1 

f)  3fl 

0 

'.  nwin  Shops 

1  4 
1 <+ 

1  9  46 

97 

Z  / 

1  4  66 

1  .zo 

1  U  /4 

127s- 

3 

9  3i5> 

D 

cher  &  Porter 

13 

14.08 

44 

21.83 

0.25 

12V4 

18%- 

3>/2 

1.76 

7 

l  R.I. 

12 

5.52 

35 

7.55 

0.34 

47/s 

15%- 

2 

0.64 

8 

iimnt  Vernon  Mills 

9 

27.14 

53 

53.05 

1.01 

24% 

27  -11% 

5.71 

4 

li'mouth  Rubber 

9 

3.57 

53 

6.85 

0.30 

3V4 

3%- 

1% 

0.24 

14 

1  age  &  ohipley 

o 
o 

O    1  A 

6. 14 

2y 

U.  14 

1  7/ 
Z  78 

4'/8- 

1 

U.66 

0 

y 

nn 

7 

1  A  Oft 

U.JJ 

1  4 
1 1 

1 7%- 

7l/2 

9  47 
Z.H  / 

0 

1  rshall  Industries 

7 

9.28 

18 

10.49 

0.05 

8% 

8%- 

2% 

0.72 

12 

I  idential  Building  Maintenance 

6 

5.04 

32 

6.96 

2.37 

4% 

lOVs- 

1% 

0.42 

1 1 

litional  Spinning 

6 

6.00 

55 

12.48 

1.32 

5% 

7»/2- 

2'/4 

0.97 

6 

1  :umatic  Scale 

5 

19. 1 1 

33 

11 .  1U 

T  ^  7 

1.11 

1  o  1/ 
18'/4 

26'/8- 

97s 

z.  7  1 

/ 

jiadwick-Miller 

3 

7.11 

26 

9.35 

1.85 

67/s 

8%- 

3 

1.17 

6 

inboard  Allied  Milling 

3 

19.70 

34 

29.01 

5.03 

19'/8 

22  Vi- 

5 

5.58 

3 

dmaster  Corp 

63 

3.00 

71 

3.90 

0.46 

ll/8 

2  - 

V2 

0.14 

8 

chaels  (J) 

55 

11.08 

64 

14.08 

0.80 

5 

674- 

27s 

0.95 

5 

wey  Electronics 

53 

3.19 

51 

3.06 

0.52 

ll/2 

4  - 

72 

0.34 

4 

ldotron 

51 

4.59 

64 

6.18 

0.49 

2'/4 

3  - 

1 

0.53 

4 

iversal  Metals  &  Machinery 

49 

5.65 

45 

5.21 

NA 

27s 

3%- 

7s 

0.68 

4 

nsolidated  Accessories 

48 

15.39 

54 

17.22 

7.15 

8 

10%- 

1% 

1.68 

5 

nascan  Corp 

48 

7.17 

52 

7.74 

0.15 

3% 

15  - 

172 

0.53 

7 

lale  Electronics 

48 

15.28 

46 

14.79 

13.52 

8 

972- 

1% 

0.30 

27 

ltury  Papers 

46 

5.09 

64 

7.69 

0.75 

2% 

47.- 

17s 

0.51 

5 

>e's  Stores 

43 

21.54 

58 

29.47 

5.51 

12% 

17%- 

4% 

3.23 

4 

irrent  assets  minus  all  liabilities  and  preferred  stock.       tExcluding  intangibles,  as  of  latest  fiscal  year-end.      NM  =  Not  Meaningful. 
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1  S  'i 


Discount 

Net 

Discount 

Book 

Latest 

from  net 

working 

from 

value 

Cash 

12-month 

P 

working 

capital 

book 

per 

per 

Recent 

Five-year 

earnings 

eai 

Company 

capital 

per  share* 

value 

share  t 

share 

price 

price  range 

per  share 

r 

Jaco  Electronics 

42% 

$  5.20 

60% 

$  7.52 

$  0.11 

3 

4     -  l3/8 

$0.45 

Weyenberg  Shoe  Mfg 

41 

32.75 

29 

26.94 

13.86 

19»/8 

24%-  8 

2.61 

Cummings  Inc,  Intl  Sign  Service  40 

2.94 

72 

6.32 

0.14 

1% 

2'/2-  7/8 

0.65 

T)  1   T  1.  a  '  

Bona  Industries 

40 

15.11 

62 

23.66 

7.87 

9 

13 '/2-  2% 

0.57 

tvans lnc 

39 

29.21 

•  52 

37.17 

0.82 

i7y4 

22    -  4% 

4.14 

Burris  Industries 

38 

3.02 

65 

5.40 

NM 

i% 

4'/8-  l'/4 

0.09 

Roselon  Industries 

oo 

6.67 

57 

9.88 

0.73 

4Vi 

5    -  2»/4 

1.24 

1  I .... .  ( '  J  _  1 

Union  Special 

36 

25.98 

49 

32.56 

1.54 

16% 

20% -10 

2.48 

Schwartz  Bros 

OD 

3.85 

67 

7.62 

0.87 

2lA 

4    -  Vi 

0.81 

Union  Metal  Mfg 

66 

14.52 

58 

23.18 

1.38 

93/4 

15!/2-  7 

0.10 

N 

Sage-Allen  &  Co 

33 

6.68 

67 

13.81 

2.10 

4'/2 

6'/4-  2 

1.39 

A1C  rnoto 

61 

4.04 

33 

4.08 

0.83 

23/4 

3%-  '/4 

0.72 

Shatterproof  Glass 

15.33 

51 

22.07 

1.48 

10% 

12%-  3'/s 

1.65 

^~"L«  >    K  ,  — —«   »  n  i!„ 

Chatham  Mig 

29 

15.93 

53 

24.42 

0.81 

11% 

14%-  5'/2 

1.68 

United  Consolidated  Industries 

o  o 
ly 

8.14 

43 

10.14 

1.17 

5% 

7'/4-  l'/4 

1.28 

Unibraze  Corp 

27 

6.87 

44 

8.85 

1.25 

5 

8V2-  2  % 

0.62 

Kecoton  Corp 

0  7 

11 

2.22 

37 

2.57 

0.38 

ls/s 

5 '/a-  Vi 

0.35 

Davis  Water  &  Waste  Industries 

1(3 

6.05 

54 

9.72 

1.37 

4'/2 

10'/2-  2'/4 

0.50 

Kiddie  Products 

0  £ 
10 

11.09 

43 

14.47 

0.44 

8lA 

11%-  % 

1.78 

baaiier  (William  H) 

0  C 

Id 

5.17 

61 

9.90 

0.07 

3% 

4'/8-  7a 

0.47 

Lipe  Rollway 

24 

6.24 

65 

13.45 

1.22 

43/4 

5    -  1 

0.84 

Kewaunee  Scientific  Equipment 

Z4 

11.28 

47 

16.42 

0.44 

8% 

10    -  2% 

0.97 

Steep  Rock  Iron  Mines 

0  0 
11 

5.12 

29 

5.65 

4.39 

4 

4'/2-  7s 

0.31 

united  Mcvjiii 

on 
1U 

13.75 

50 

21.79 

0.09 

11 

14%-  5 

2.41 

Astrosystems 

on 
IV 

5.03 

8 

4.35 

5.09 

4 

5%-  2% 

0.95 

Fntzi  of  Calif  Mfg 

17 

11.21 

32 

13.58 

0.48 

9'/4 

10'/2-  2% 

2.78 

Synergistic  Communications 

l  7 

1  / 

1.50 

42 

2.16 

0.72 

l'/4 

4    -  % 

0.08 

wnam-u  iviig 

l  7 

5.70 

44 

8.42 

0.27 

43/4 

5%-  % 

1.66 

Noland  Co 

i  7 

1 1.30 

60 

23.16 

0.26 

93/8 

11%-  4'/2 

1.50 

Champion  Products 

1  7 

19.96 

41 

28.08 

1.72 

16V2 

19%-10 

3.06 

Ducommun 

16 

18.85 

30 

22.46 

2.39 

153/4 

I6V4-  6V4 

2.68 

Bayly  Corp 

id 

16.47 

47 

26.52 

1.37 

14 

17   -  3'/2 

5.01 

Strother  Drug 

1  3 

9.76 

26 

11.06 

0.60 

8'/4 

10%-  27s 

1.37 

wngnt  [wm  t,)  to 

1  A 
1  4 

6.25 

40 

8.98 

1.02 

5% 

8V2-  2 

0.46 

Doughtie's  Foods 

1  A 

14 

3.80 

55 

7.26 

0.45 

314 

6V2-  1 

0.70 

iupradur  Mfg 

13 

5.75 

36 

7.77 

2.80 

5 

6'A-  3% 

1.65 

Columbus  Mills 

16 

5.74 

52 

10.48 

0.45 

5 

9s/s-  1% 

2.03 

Slater  Electric 

lo 

10.64 

41 

15.79 

0.14 

9'/4 

10%-  2'/2 

3.02 

Entwistle  Co 

1  o 
12 

2.84 

59 

6.17 

0.44 

2Vi 

6%-  1 

0.56 

Barton  Brands  Ltd 

1 1 

11.84 

13 

12.06 

3.27 

10  Vi 

IOV2-  4V8 

1.55 

Cochrane  Furniture 

1 1 

3.93 

60 

8.71 

0.05 

6V2 

4%-  % 

1.10 

Pay-O-Matic  Corp 

1  1 

1.40 

60 

3.09 

7.41 

V/a 

2%-  l'/4 

0.16 

Berkline  Corp 

l  n 
1U 

6.84 

48 

11.79 

0.54 

6V8 

9%-  2 

1.30 

Syracuse  Supply 

l  n 
1U 

35.65 

25 

42.95 

3.79 

32 

33  -11% 

7.17 

Dollar  General 

i  n 
1U 

10.54 

28 

13.27 

0.73 

9'/2 

127s-  3 

1.81 

Minnesota  Fabrics 

9 

5.92 

43 

9.35 

1.58 

53/8 

10'/2-  2% 

0.81 

A  VIVA 
AV1V1 

o 

y 

4.41 

54 

8.75 

2.03 

4 

672-  % 

1.30 

Weisfields 

o 
O 

15.45 

25 

18.88 

0.31 

14»/4 

1872-  1% 

4.00 

Frederick's  of  Hollywood 

Q 
0 

3.96 

37 

5.75 

2.39 

3% 

77s-  374 

0.63 

Craddock-Terry  Shoe 

7 

1 

11.84 

42 

18.85 

0.67 

11 

125/8-  3% 

1.93 

Cole  Consumer  Products 

7 

6.33 

37 

9.34 

0.14 

57s 

672-  372 

1.04 

All  American  Industries 

7 

1.48 

60 

3.42 

0.47 

l3/s 

27s-  % 

0.22 

Barber-Greene 

7 

17.41 

58 

37.95 

2.31 

16'/s 

24    -  372 

2.58 

Belknap 

7 

15.02 

20 

17.47 

0.10 

14 

167s-  87s 

1.40 

1 

Trailer  Equip  Distributors 

6 

2.94 

67 

8.28 

0.64 

23/4 

57.-  172 

0.25 

! 

Welbilt  Corp 

5 

7.87 

56 

17.02 

1.78 

7'/2 

1772-  17. 

3.49 

Bibb  Co 

4 

15.29 

67 

44.28 

1.32 

14% 

1572-  5% 

3.41 

Mathematica 

2 

6.60 

9 

7.17 

1.32 

6l/2 

9%-  2% 

1.06 

Vacu-Dry  Co 

2 

1.91 

28 

2.59 

0.87 

'  1% 

3    -  178 

0.14 

1 

Lyon  Metal  Products 

1 

16.90 

36 

25.99 

3.50 

16% 

22   -  9% 

3.09 

In  the  red 

The  following  companies,  traded  on  the  Big  Board,  Amex  and  o-t 

-c,  have  strong  balance  sheets  but  have  lost  money  in  the  last 

months.  This  makes  them  riskier  speculations. 

Discount 

Net 

Discount 

Book 

Latest 

from  net 

working 

from 

value 

Cash 

12-month 

working 

capital 

book 

per 

per 

Recent 

Five-year 

loss 

Wl 

Company 

capital 

per  share* 

value 

sharet 

sbare 

pnce 

price  range 

per  share 

tra 

Concord  Fabrics 

63% 

$  8.36 

73%  5 

.11.79 

$0.34 

3Vs 

7%-  17s 

$-0.69 

/ 

Bowline  Corp 

61 

7.39 

64 

7.98 

0.68 

2% 

18    -  7s 

-0.71 

O" 

Cramer  Electronics 

60 

5.89 

71 

8.15 

0.07 

2% 

572-  2 

-1.50 

A 

Harwood  Cos 

60 

6.89 

74 

10.78 

0.37 

2% 

65/8-  1% 

-0.03 

O" 

Lafayette  Radio 

59 

4.83 

83 

11.52 

1.64 

2 

11%-  1% 

-6.21 

A 

'Current  assets  minus  all  liabilities  and  preferred 

stock.       tExcluding  intangibles,  as  of  latest  fiscal 

year-end. 

NM  =  Not  Meaningful. 
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"Whose  idea  was  it 
to  pick  St.  Louis 
for  a  meeting!" 


i 


"Somebody  who's 
ticketed  for 
a  corner  office." 


I1**!  4 


""mum 


StLouis 
IheMeetinanlace 


IM..I.Uia.SJH.lHHiaMj.fcHMiHl^U.|.UI 


If  the  energy  crunch  has  your  next  meeting  stalled,  come  to  the 
crossroads:  St.  Louis. 

Our  location  makes  us  less  than  two  hours  away  from  most  big  cities. 
Just  hop  a  non-stop  from  any  one  of  55  cities  coast  to  coast. 

On  the  ground,  there  are  major  hotel  and  meeting  facilities  within  20 
minutes  of  the  airport.  Along  with  3,000  rooms  right  in  the  airport  area! 

And  the  prices  may  surprise  you.  St.  Louis,  for  instance,  is  28%  less 
per  diem  than  Chicago." 

So  get  into  high  gear  and  take  the  energy-efficient  route:  St.  Louis. 
For  more  details  call  or  write:  JohnG.  Walsh,  7900  Forsyth,  St.  Louis,  MO  63105; 
C314)  889-2813. 

'Sales  and  Marketing  Management.  February  26.  1979  Copyright  St  Louis  County  Government  1977 


Discount 

Net 

Discount 

Book 

Latest 

from  net 

working 

from 

value 

v^asn 

1 2-month 

working 

capital 

book 

per 

per 

Recent 

Five-year 

loss 

Wh 

Company 

capital 

per  share* 

value 

share  t 

share 

price 

price  range 

per  share 

trai 

Travel  Equipment 

DG  /o 

j>    1  .oU 

75% 

t  3  nn 

tn  1  3 

74 

A 1A  l/„ 
4  72  —  74 

J-U.Oj 

(V 

joni  n\(\) i  \^aii' 

5A 
DO 

J.7J 

oo 

5  d9 

.7 .4Z 

n  nd 

1  3/a 
1  /4 

5 1/.,  3/„ 
3  /4  —  74 

_n  9 1 
— u.z  1 

fY 

National  Silver  Industries 

53 

10.48 

59 

11.91 

0.88 

47b 

7'/4-  r/8 

-0.28 

A 

Miller  Bros  Industries 

53 

10.16 

.  69 

15.48 

1.49 

43/4 

7      -  2'/4 

-1.09 

O' 

Acme  Precision  Prods 

51 

2.83 

66 

4.10 

0.91 

1% 

3    -  V» 

-0.51 

A 

QRF 

ODC 

dQ 

47 

1  73 

1 .  /O 

oo 

9  7d 

Z.  /  4 

n  i  5 

U.lJ 

/8 

lu  /8 —  /4 

_n  5d 

— U.D4 

National  Paragon 

A7 
4 1 

9  38 

an 

6  38 

O.JO 

n  i  o 

U.  1  z 

1  Va 

1  9  'A  1 

1  Z,  /2  —  1 

3  an 

— 0.0U 

n 

National  Hardgoods  Dstr 

43 

4.64 

67 

8.05 

0.47 

25/b 

4'/4-  !/2 

-0.03 

O' 

Ero  Industries 

42 

4.52 

54 

5.21 

0.59 

2% 

37/8-  74 

-0.26 

A 

ProGroup 

40 

1.66 

63 

2.71 

0.02 

1 

27/8-  3/4 

-0.07 

0" 

Wilson  Brothers 

35 

OmXJt 

fid 

5  5d 

J.J4 

n  90 

U.Z7 

T 
Z 

d  'A  1 
4/2  —  1/8 

_n  77 

— u.  /  / 

A 

n 

Pacesetter  Industries 

33 

i  5n 

oo 

9  01 
z.y  i 

n  05 

U.7J 

1 
1 

33/.  1/, 
O  74  —  72 

1  1  a 

—  1.  lo 

C\' 
U 

Soundesign 

32 

10.86 

44 

13.22 

1.91 

7% 

16   -  278 

-0.01 

A 

Noel  Industries 

31 

2.89 

59 

4.87 

0.10 

2 

37s-  7b 

-0.46 

A 

American  Clipper 

30 

3.21 

43 

3.98 

NA 

2'/4 

11%-  l'/2 

-0.11 

O' 

Marshall  Foods 

30 

3  03 

J.7J 

7C 

f  D 

11  l  A 

1  1 .  1  o 

n  sa 

9  V, 

Z  74 

5  3/.       9  5/„ 
.9  74  —  Z78 

1  2.9 
—  l.oz 

A 

ri 

Wayne -G  ossard 

98 

A  07 

0.7  / 

<57 

1  d  00 

14.77 

n  55 

C 
3 

ai/o  3 

0  /8  —  O 

_n  1 9 
— <j.  1 Z 

In  1 

LaPointe  Industries 

28 

3.46 

55 

5.61 

1.62 

2'/2 

6'/b-  2'/4 

-3.03 

A 

Lloyd's  Electronics 

28 

3.29 

66 

7.03 

0.81 

2% 

HVi-  17b 

-1.54 

A 

Beck/Amley 

25 

3.68 

58 

6.49 

0.89 

2J/4 

8    -  2'/2 

-2.18 

O' 

Circle  F  Industries 

9d 
Z4 

7  85 

f  .OD 

A  1 

O  1 

1  J.J4 

9  1  0 

z.  i  y 

o 

a  1 
0    —  1 

n  1  w 

— U.4o 

u . 

Burgess  Industries 

9  3 
zo 

3  in 

C  1 

J  1 

d  88 

l  n8 

1  ,Uo 

93/0 

Z  /8 

53/.     1 1/„ 

J  /4 —  1/8 

_n  9  3 

— U.zo 

A 

Vendo  Co 

7  73 

dd 

i  n  a  9 

1  u.oz 

1  1  7 

1.1/ 

O 

Q5A  3 
778—  O 

_n  A7 
— u.o/ 

IN  1 

House  of  Vision 

20 

4.51 

49 

7.06 

0.74 

3% 

8-3 

-0.26 

A 

Masland  (CH)  &  Sons 

20 

12.30 

58 

23.31 

2.27 

97b 

17   -  33/4 

-0.46 

A 

Allied  Farm  Equipment 

17 

2.86 

57 

5.48 

0.33 

2% 

5    -  1 

-1.29 

O" 

C  nronrotpn   O  t-\     f- s\  fiMti/^'i 

tiJicniciLn  x  nuiu-vjpLiLcii 

1 A 
10 

1  1  dQ 

l  1  .47 

j  j 

JO 

1  4.JJ 

9  1  A 
Z.  lO 

7  /8 

1  A  7/„        0  1 /. 
14  /8 —  0  /2 

_n  n5 

— U.UD 

Superscopc 

1  d 

14 

5  30 

D.oy 

78 

9  i  3n 

Z  1  .JU 

9  19 
Z.  1Z 

4  78 

4U  74  —   4  78 

a  9 1 
— o.z  1 

rs  i 

Mcst<i  IN^cichinc 

lo 

93  n9 

0 1 

59  Id 

DZ.  14 

9  Al 
Z.O  1 

9ni/D 

ZU  /8 

3ni/o  ldlA 
OU  /8  — 14  /2 

1  1 0 

—1.  iy 

MV 
IN  I 

^fprliTip  pYtriinpr 

O         1  I  J  1  1  t,    L  ,\  LI  Li  H  V»  1 

1 1 

2.80 

59 

6.15 

0.20 

2 1/2 

4    -  l'/s 

-0.02 

A 

Tenna 

7 

2.01 

50 

3.74 

0.09 

l7/g 

6   -  1 

-0.46 

A 

Baker  (Michael) 

1 

5.32 

AO 
4Z 

o  nn 

7.UU 

9  1  5 
L.  1 D 

51/. 

J/4 

97s-  2% 

-0.10 

A 

"Current  assets  minus  all  liabilities  and  preferred  stock. 

tExcluding  in 

tangibles,  as 

of  latest  fiscal 

year-end. 

NM  =  Not  Meaningful. 

That's  a  Butler  building?1 


Yes.  that  is.  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings  \ 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or'write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mb.  64141. 


BUTLER 


We  gave.  And  it  hurts. 

Now  what? 

From  1946  through  1978,  we  loaned  or  gave  away  more  than  $200  billion  in  foreign  aid. 
!\11  the  while  bearing  the  abuse  of  many  nations  who  readily  accepted  our  help. 

It  was  money  we  could  have  used  at  home.  Money  we  borrowed  at  the  expense  of 
bainful  inflation.  Yet,  it  is  clear  that  our  industrialized  economy  has  become  ever  more 
[dependent  on  an  economically  stable  world  — as  a  source  of  raw  materials  and  as  a  market 
/or  our  products.  And  we  are  told  that  U.S.  aid  is  critical  to  worldwide  stability. 

But  we  are  not  told  how  our  dollars,  goods  and  services  are  being  used,  or  how  effective 
his  foreign  aid  has  been  in  achieving  our  goals. 

Until  we,  the  taxpayers,  are  given  clear  evidence  of  the  benefits  of  foreign  aid,  this  long 
;md  expensive  list  will  continue  to  be  viewed  with  anger  and  skepticism. 


(fghanistan    $531,900,000 

angladesh   1,312,600,000 

yprus    117,600,000 

igypt   4,168,700,000 

Jreece    5,225,400,000 

|  idia    9,799,700,000 

Ian    2,164,800,000" 

i.rael    11,913,600,000 

Jbrdan   2,055,300,000 

I  jbanon   231,300,000 

epal    223,700,000 

Pakistan    5,593,400,000 

>:audi  Arabia   324,200,000 

tori  Lanka   398,800,000 

"f-ria   480,700,000 

jrkey   7,690,000,000 

.E.  Regional    504,100,000* 

•gentina   462,900,000 

ivia    872,600,000 

azil   3,062,000,000 

ile    1,366,600,000 

lombia    1,560,400,000 

DSta  Rica   238,200,000 

minican  Republic    584,900,000 

uador   408,800,000 

Salvador   197,300,000 

atemala   435,900,000 

yana   114,000,000 

iti    235,000,000 

nduras   272,500,000 

maica   162,000,000 

xico   320,700,000 

caragua    312,900,000 

nama   414,900,000 

raguay    198,000,000 

ru    773,400,000 

uguay   248,500,000 

nezuela    353,600.000 

iCAP   278,300,000 

her  West  Indies- 
Eastern  Caribbean   106,000,000 

tin  American  Regional   4,028,000,000 

irma    185,500,000 

imbodia   2,131,200,000 

lina,  Republic  of   6,567,300.000 

Jo  China  Undistributed    1 ,557,1 00,000f 

Jonesia   2,717,000,000 

san    3,950,800,000* 


Korea,  Republic  of   13,169,300,000 

Laos    2,507,400,000f 

Malaysia    216,000,000 

Philippines   2,870,600,000 

Ryukyu  Islands   413,700,000 

Thailand    2,289,900,000 

Vietnam    23,360,000,000 

East  Asia  Regional   337,800,000 

Algeria   202,700,000 

Ethiopia   648,400,000 

Ghana    336,700,000 

Guinea    140,300,000 

Kenya   286,400,000 

Liberia    284,200,000 

Libya    230,100,000* 

Mali    109,000,000 

Morocco   1,197,100,000 

Nigeria   408,500,000 

Senegal    113,800,000 

Somali  Republic   103,200,000 

Sudan   156,300,000 

Tanzania    218,200,000 

Tunisia   974,400,000 

Zaire   700,400,000 

Central  and 

W.  Africa  Regional   147,000,000 

Africa  Regional   382,900,000 

Southern  Africa  Regional    146,800,000 

Austria   1,256,800,000 

Belgium  and 

Luxembourg   1,867,300,000* 

Czechoslovakia    193,000,000 

Denmark    922,000,000* 

France   8,466,700,000 

Germany,  Federal  Republic  . .  .  4,980,500,000* 

West  Berlin   131,900,000 

Ireland    146,500,000 

Italy    5,877,600,000* 

Netherlands   2,312,300,000* 

Norway    1,245,700,000* 

Poland   539,300,000* 

Portugal   1,147,700,000 

Spain    2,235,200,000 

Sweden   109,000,000* 

United  Kingdom   8,779,600,000 

U.S.S.R   186,400,000) 

Yugoslavia    2,821,900,000 

European  Regional   624,000,000* 


Australia   123,600,000* 

Trust  Territory  of 

Pacific  Islands   824,200,000* 

Interregional  Activities   20,605.700,000 

Other  Nations,  under 

$100  million  each   1,814,300,000 

GRAND  TOTAL  $206,014,000,000 

Total  Grants  $151,541,000,000 

Total  Loans  $54,473,000,000 

Total  Loans  Repaid  $25,278,000,000 

Source:  Agency  for  International 
Development,  U.  S.  State  Department 
*  =  Loan  portion  repaid  in  full,  with  interest 
t  =  Gran's,  nof  loans 


The  VFR  computer  controlled  vertical  turning 
machine  features  a  unique  column-rail  design 
concept.  The  result  is  a  lower  cost  machine 
which  does  not  sacrifice  efficiency.  The  VFR  is 
produced  by  The  G.  A.  Gray  Company,  a  W/S 
subsidiary. 


W>4  WARNER  &  SWASEY 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

©  1979  THE  WARMER  &  SWASEY  COMPANY       Executive  Offices  11000  Cedar  Avenue,  Cleveland,  Ohio  44106 


On  paper,  at  least,  investors  are  $150  billion  richer  than  they  w$ 
earlier  this  year  That's  right — $150  billion. 


a 


This  is  a  bear  market? 


Dow  Jones  Industrial  Average 


Statistical  Spotligh 


D  JIA  versus  New  York  Stock  Exchange  Composite  Index 
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By  Howard  Rudnitsky 
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We've  had  a  bull  market  in  gold,  si 
old  campaign  buttons  and  second 
barber  chairs.  Everything  has  been  3 
up  but  the  stock  market. 

What's  wrong  with  that  staten 
fust  this:  It's  not  true.  Measured  by 
indices,  we  have  had  a  modest  bull 
ket  in  many  stocks  since  1975.  Sine 
early  Seventies,  corporate  earnings 
generally  outpaced  stock  prices,  win 
result  that  stocks  have  become  exefi 
values  in  today's  inflated  economy 
story,  p.  15$).  These  values  are  gradl 
being  translated  into  higher  stock  pi 
The  rise  has  picked  up  steam  this 
and  now,  hold  on  to  your  hat.  Ts 
into  account  the  entire  universe  ofi 
common  stocks,  investors  have  eni'i 
themselves  by  something  like  $150 
lion  between  September  and  Febru£ 
this  year. 

The  Dow  Jones  industrials,  to  be 
have  risen  only  modestly.  But  look  £ 
Value  Line  Composite  Average.  Thi 
far  broader  average  than  either  th 
stock  Dow  or  S&P's  500;  it  inc 
1,675  stocks.  The  Value  Line  averag! 
month  was  all  the  way  back  to  its  1 
of  the  early  1970s  and  up  a  solid 
since  January.  The  Value  Line  avei 
recovery  from  1974 — 140% — has 
strong  and  fairly  steady,  with  onl> 
major  setback  and  that  in  last  fall's 
tober  Massacre."  Value  Line  still  1 
way  to  go  to  get  back  to  where  it  w 
the  wild  days  of  1968  and  1969, 
who's  complaining? 

Now,  let's  move  to  the  Ame 
Stock  Exchange  Index.  No  bear  mi 
here.  Whereas  the  DJI  is  still  well  b 
its  old  highs,  the  ASE  index  moved; 
alltime  high  ground  last  month.  It 
260%  from  its  1974  low,  up  some 
this  year  alone. 

FORBES,  OCTOBER  19 


Nobody  can  help  you  use  your  files 
and  protect  against  loss  the  way  3M  can. 


The  3M  secret?  Your  files  never 
leave  your  filing  department. 
Instead  the  data  is  placed  on 
microfilm  with  a  3M 
"Fichemaker"  Microfilm 
Camera.  It  can  film,  title, 
and  dry  process  a  com- 
plete fiche (up  to  98  docu- 
ments) in  12  minutes. 


Then,  duplicate  microfilm 

copies  of  the  entire  file  can 
be  made  and  distrib- 
ffilSl'j^^  ~7  uted  at  any  time.  The 
wEMgpSr    user  reads  the  records 
on  a  3M  Reader  Printer 
and  can  make  a  full 
size  hard  copy  in  sec- 
•  /     onds.  When  the  user  is 

Business  Products  Center 


finished,  the  duplicate  micro- 
film is  thrown  away.  The  orig- 
inal film  remains  in  file,  ready 
for  updating  and  later  use. 
Call  your  local  3M  Business 
Products  Center  or  write 
Micrographic  Products  Divi- 
sion, 3M  Company,  St.  Paul, 
MN  55101. 


3M 
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Still  not  convinced?  Then  look  a 
Wilshire  5000  Equity  Index,  publish 
Wilshire  Associates  of  Santa  Mo 
This  index — only  a  computer  could 
it — is  made  up  of  5,000  stocks,  all 
the  entire  equity  investment  univei 
the  U.S.  It  lists  Big  Board,  Amex, 
the-counter  and  even  some  undeil 
counter  stocks.  How  is  the  Wilshire 
doing?  Tremendously  well.  It  reco1 
spectacularly  after  1974,  and  this  I 
has  been  going  up  most  of  the  timj 
from  900  in  February  to  a  recent 
Net  gain  in  six  months:  $156  billioil 

How  does  this  compare  with  thcl 
Sixties?  We  don't  know.  Wilshire'sf 
base  doesn't  go  back  that  far.  Bu| 
know  that  the  Wilshire  index  is 
higher  than  in  1973,  when  the  DJI  i| 
its  alltime  peak. 

In  case  you  think  the  Wilshire  incl 
a  freak,  heavily  weighted  to  snl 
stocks,  we  hasten  to  reiterate  thatl 
the  broadest  of  all  indices.  It  is,  sirl 


The    Wilshire    5000  lnd\ 
only  a  computer  could  ll 
it — went  from  900  in  Februl 
to  a  recent  1056.  Net  gav 
six  months:  $156  billion! 


the- total  dollar  value  of  the  shares 
standing  of  all  5,000  stocks.  Thu: 
Dow  stocks  are  an  important  part  c 
Wilshire  group;  it  would  take  SQ 
dozen  small  stocks  going  up  to  corn 
sate  for  an  IBM,  AT&T  or  Eastman 
dak  falling  modestly.  And  yet  th 
what  seems  to  have  happened. 
Wayne  Wagner,  one  of  the  creators  c 
index,  "There's  been  an  incredible 
market  for  hundreds — even  thousai 
of  smaller  stocks."  There  have  be 
and  will  continue  to  be — sharp  react 
but  the  trend  seems  unmistakably  i 
the  majority  of  stocks. 

In  the  old  days  on  Wall  Street 
used  to  whisper  about  "liquidation  i 
cover  of  the  averages."  That  mean 
most  prominent  stocks  were  being 
ported  so  that  the  smart  money  coull 
the  rest  of  the  overpriced  mark 
small  investors.  Could  it  be  that  we 
iust  been  witnessing  the  opposite? 
is,  accumulation  under  cover  of  the 
ages?  Only  in  this  case  the  smart  m 
are  individual  investors,  smaller  m 
managers  and  corporate  financial  of] 
who  buy  the  secondary  stocks  whil 
big  institutions  have  provided  "cc 
by  liquidating  stocks  and  buying  be 

If  youare  still  not  convinced  about, 
market,  consider  this:  A  little  over  t 
ago  you  could  have  bought  a  seat  Oi 
New  York  Stock  Exchange  for  $43 
Last  month  a  seat  changed  han» 
$175,000  and  the  latest  asking  pries 
$205,000.  Up  327%  in  a  little  over  a 
That  beats  even  gold  or  silver.  ■ 
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BARCLAYS  BANK  HELPS 
LAING  PROPERTIES 
BUILD  BUSINESS  IN  THE  USA 


Barclays  Bank  International 
has  just  helped  Laing,  one  of  the 
world's  leading  builders  and 
developers,  expand  its  business  in 
the  United  States  by  obtaining 
government  aided -housing  contracts. 
We  supplied  finance  for  Laing 
roperties  Inc.  of  Atlanta  to  build 
amily  garden  apartments  at  the  city 
f  Orangeburg,  South  Carolina. 
Our  people  in  Atlanta  were  on 


hand  with  the  advice,  the  banking 
services,  and  the  money. 

Barclays  were  able  to  help 
Laing  in  Atlanta  because  we  have 
our  own  people  and  our  own 
branches  worldwide  wherever  they 
are  needed  for  international  business. 

We  can  help  you  in  New  \brk, 
Hamburg,  Tokyo.  In  Los  Angeles  and 
Sydney.  And  in  Vancouver,  Buenos 
Aires  and  Bahrain. 


The  Barclays  International 
group  is  in  more  than  75  countries. 
In  all  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


Dver  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

"    /ice  President, Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY.  10017. Telephone  (212)  687  8030. 

Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111. Telephone  (415)  981  8090. 
|    /ice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213)  385  1501. 

Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West,  Toronto,  Ontario  M5L  lG2.  Telephone  (416)  862  0594. 


Many  major  newspapers  are  virtual  monopolies.  But  they  are 
impregnable:  Pennysaver  shopping  papers  are  giving  them  fits. 


Iff  you  cant  beat  'em, 
flank  'em 


By  Anthony  Spaeth 

Whin  six  i'mons  ended  their  53- 
day  strike  against  St.  Louis'  two 
major  dailies  in  January,  the  pa- 
pers thought  their  troubles  were  over. 
Were  they  ever  in  for  a  surprise!  The  Post- 
Dispatch  and  the  Globe-Democrat  re- 
opened their  offices  to  find  that  most  of 
their  food  ads  had  disappeared.  During 
the  strike  the  grocers  had  turned  to  local 
giveaway  sheets  for  advertising  space, 
and  most  never  returned. 

Shoppers  are  known  by  many  names, 
including  the  popular  "pennysaver"  tag 
(because  of  the  product  coupons  in  their 
pages)  and  they  are  worrying  newspaper 
ad  departments  all  over  the  country. 
Finding  they  can't  knock  off  this  compe- 
tition, several  big  publishing  chains  in- 
cluding Gannett,  the  Tribune  Co.  (parent 
of  the  Chicago  Tribune)  and  Knight-Rid- 
der  are  buying  or  starting  shoppers.  Last 
year  Harte-Hanks  Communications,  the 
big  Texas-based  newspaper-broadcasting 
company,  grossed  $26  million,  or  nearly 
14%  of  revenues,  from  its  three  Califor- 
nia pennysavers  alone. 

Almost  worse  for  the  proud  newspa- 
pers than  the  advertising  competition  is 
the  humiliation.  Most  shoppers  are 
cheaply  printed  and  put  together  with 
more  haste  than  art.  Ink  smudges  are 
common.  Many  of  the  nation's  estimat- 
ed 2,500  shoppers  have  no  editorial  con- 
tent at  all.  But  if  their  jumbled  classified 
and  display  ads  are  rough  on  the  eye,  the 
price  is  right — they're  free. 

With  a  cheap  advertising  rate,  the 
shopper— which  may  have  gotten  its 
start  with  credit  from  a  hungry  local 
printer — begins  with  small  advertisers 
who  can't  afford  the  local  newspaper's 
higher  rates.  A  full-page  ad  in  the  El 
Toro,  Calif.  Pennysaver  would  run  $252; 
the  same  size  ad  in  the  local  edition  of 
the  Los  Angeles  Times  would  run  $582. 
But  the  real  key  to  its  success  is  satura- 
tion distribution.  Newspapers  go  only  to 
their  subscribers;  the  shoppers  go  to  ev- 
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eryone  in  a  given  neighborhood.  "They 
cover  the  market,"  says  Scott  Schnuck  of 
Schnuck  Markets,  one  of  the  large  food 
chains  that  pulled  its  coupon  ads  from 
the  St.  Louis  dailies  and  put  them  into 
two  chains  of  free  newspapers  that  blan- 
ket the  area.  When  you  find  a  plastic- 
bagged  shopper  hanging  from  your  door- 
knob (or  slipped  into  your  mailbox  by  the 
mailman  or  dropped  on  your  driveway), 
you — and  the  advertiser — can  be  sure 
that  everyone  else  on  the  block  got  one 
too.  In  contrast,  even  successful  newspa- 
pers often  have  less  than  half  a  commu- 
nity's families  as  subscribers.  What's 
more,  countless  surveys  show  that  the 


shoppers  arc  read.  Even  many  na 
advertisers  are  now  using  the  shopj 

Shoppers  trace  their  history  ha 
15th-century  England,  when  Wi 
Caxton,  that  nation's  first  printei 
tributed  a  handbill  to  advertisj 
church  missals.  The  first  big  one  i 
U.S.  was  the  Cleveland  Si.x>pf>t>ii> 
started  in  1921  by  local  merchants 
one  moved  to  Pittsburgh  and  establ 
the  Pittsburgh  Slipping  Sens). 

Some  of  the  shoppers  are  evolvin, 
newspapers — of  sorts.  By  covering  r 
borhood  news  they  are  filling  a  ga 
by  big  metropolitan  newspapers;  u 
the  newspapers,  they  are  under  no 
gation  to  report  on  White  House  dc 
to  run  headlines  every  time  Teddy 
nedy  drops  a  hint  or  to  cover  the 
revolution  in  Afghanistan.  Some  pul 
ers,  like  the  Donnelly  Publications 
Louis,  use  some  local  reporting  anc 
ipes.  Others,  like  the  Marina  del 
Argonaut,  print  the  police  blotter  or 
fire  calls.  But  a  good  number  don't 
go  that  far.  Says  Loren  Ghiglione, 
runs  a  chain  of  newspapers  and  sho 
around  Worcester,  Mass.,  "The  'nei 
the  classified  section." 

Some  shoppers,  like  Sutton  Indus 
Pennysaver  in  southern  Calif 
(730,000  circulation),  go  so  far  as  to 
classified  ads  in  random  order  (mi 
them  classified  ads)  to  keep  rea 
attention.  "They  lead  you  on  throug 
book,"  explains Peiniystwer  Presiden 
ward  Trent.  And  quite  a  book  i 
Sometimes  totaling  130  pages, 
crammed  with  small  ads  for  barbers 
taurants  and  piano  shops,  as  well  as 
page  food,  car  and  real  estate  ads. 

A  newsless  shopper  has  few  cost 
cept  printing  and  delivery:  Consu 
Theodore  Gunkel  says  an  establi 
pure  shopper  with  stabilized  com 
tion  can  show  30%  of  revenues  as  pi 
profits.  "You'll  find  few  busin< 
where  you  need  less  capital,"  Gu 
points  out.  "Shoppers  are  probabh 
most  extreme  form  of  trying  to  ident 
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Move  Into 
he  Future  With 
A  Machine 
hat  s  Already  There. 


TES  701 


OLIVETTI'S  FULL  LINE  OF 
ECTRONIC  WRITING  MACHINES. 

All  our  machines  are  engineered  to  be 
ead  of  their  time. 
■■  Like  our  new  ET  221  electronic 
feewriter,  with  daisy 
:  nter.  It  has  everything 
id  expect  in  a  fine 
>ewriter,  plus  something 
|]  probably  thought  this 
he  of  machine  was 
irs  away  from  having. 
Kmory  and  display. 

Our  TES  401  word  pro- 
i  sor  is  the  only  machine 
it  delivers  word  processing 
nt  to  your  secretary's  desk, 
mg  with  minidiskettes  that  store  up  to  7,500  char- 
ers,  so  you  can  store  letter  drafts  and  have  them 
>ed  up  again  automatically  after  correction . 
;  Even  the  TES  501 ,  a  word  processor  that  already 
3  just  about  everything  you  could  possibly  want, 
.ts  something  many  of  our  competitors  haven't 
tamed  of  offering.  Value.  The  501  has  information 
rieval  capabilities  you're  just  not  supposed  to  find 
a  machine  that's  as  inexpensive  as  this  one. 

ith  the  introduction  of  the  extraordinary 
>  701 ,  a  word  processor  that  has  a  remarkable 


Wi 


video  display  for  heavy  text 
editing,  Olivetti  becomes  the 
only  electronic  machine  manu- 
facturer in  the  world  to  offer 
a  full  line  of  machines. 
Needless  to  say,  all  Olivetti  Electronic 
Writing  Machines  are  quiet,  comfortable  to  operate 
and  classically  designed  so  dney'll  be  as  attractive  to- 
morrow as  they  are  today. 

For  a  free  demonstration  or  more  information  on 
sales  and  service  throughout  the  United  States,  write 
Olivetti  Corporation,  500  Park  Avenue,  New  York, 
New  York  10022,  or  call  toil  free  800-526-3887. 
And  move  into  the  future  with  Olivetti. 
After  all,  it's  always  nice  to  travel  with  someone 
that  knows  die  way.  Cjll^^GlJUi 


need  and  customizing  the  product  to 
meet  it,"  says  Harte-Hanks  President 
Robert  G.  Marbut,  who  should  know: 
His  Van/De  Pennysaver  in  Orange  and  Los 
Angeles  counties  is  probably  the  biggest 
of  all,  with  circulation  nearing  1  million. 

Whereas  no  publisher  in  his  right  mind 
would  try  to  buck  the  mighty  Los  Ange- 
les Times  head  on,  Harte-Hanks  has  no 
need  to.  It  quietly  infiltrates  the  enemy's 
territory,  avoiding  pitched  battles. 

But  big  or  small,  shoppers  pop  up — and 
thrive — in  the  "unfilled  squares,"  as 
Marbut  terms  those  areas  that  are  neces- 
sarily ignored  or  sketchily  served  by  local 
papers.  Worcester's  Ghiglione  sees  the 
small  newspaper  with  a  limited  circula- 
tion as  the  easiest  target.  That,  he  says, 
is  where  a  shopper  offers  better  market 
penetration  and  wider  circulation  for  re- 
gional shopping  centers  that  pull  custom- 
ers from  more  than  one  town. 

But  Sutton's  Edward  Trent  says  shop- 
pers work  just  as  well  against  big,  high- 
rate  papers.  Delivering  to  almost  every 
house  from  Laguna  Beach,  just  south  of 
Los  Angeles,  to  the  Mexican  border,  his 
Pennysaver's  major  competitors  are  the 
fat  and  profitable  Los  Angeles  Times  and 
the  San  Diego  Union.  Even  with  its  area 
editions,  the  L.A.  Times'  smallest  circula- 
tion is  an  entire  county.  And,  as  Trent 
notes,  "The  L.A.  Times  is  read  by  the 
educationally  elite."  Trent  delivers  a  big, 


avid  readership.  When  the  Pennysaver  ar- 
rives in  the  mail  a  day  late,  his  sales 
offices  are  besieged  with  angry  calls. 

It  is  that  kind  of  reader  loyalty  that 
makes  a  shopper  grow  and;  in  some 
cases,  transform  itself  from  a  weekly 
throwaway  to  a  daily  newspaper.  The 
Valley  News  was  once  a  shopper.  Located 
in  Los  Angeles'  San  Fernando  Valley,  it 
was  one  throwaway  among  many  until  it 
started  printing  on  green  paper — earning 
the  nickname  "The  Green  Sheet."  When 
the  Chicago  Tribune  bought  it  in  1973,  it 
had  a  200,000  circulation.  The  Tribune 
pumped  money  into  the  paper,  tripling 
its  editorial  staff  and  upping  its  frequen- 
cy. Now  a  daily  selling  for  15  cents,  it's 
still  a  shopper  at  heart.  The  publishers 
run  a  green  stripe  down  the  front  page; 
they  know  what  their  readers  want.  "We 
sell  a  lot  of  newspapers  because  of  the 
classifieds,"  grins  President  }.  Scott 
Schmidt. 

One  classic  problem  when  a  shopper 
becomes  a  "real"  paper  is  how  to  get 
readers  to  pay  for  what  they  used  to  get 
free.  The  Tribune  devised  a  delivery  sys- 
tem whereby  certain  households  would 
get  the  daily  paper  free  of  charge — for  a 
while.  When  the  "subscriber"  got  used  to 
the  service,  he  would  be  cut  off.  "If  some- 
one calls  about  getting  a  subscription,  he 
is  told  they're  all  paid  subscriptions 
now,"  Schmidt  explains. 


The  enthusiasm  of  major  chaii 
shoppers  has  driven  up  purchase  p 
According  to  consultant  Gunkel,  b 
look  for  25%  to  30%  pretax  profit 
gins,  and  will  pay  in  the  neighborhc 
6  times  net — or  Wi  times  gross 
Jim  O'Day,  publisher  of  a  shopp 
Merrill,  Wis.,  has  been  offered  9- 
times  net  because  his  paper  has 
little  competition  in  its  market. 

What  can  a  newspaper  do  to  cor 
with  the  shoppers?  In  most  case; 
much.  To  protect  his  chain  of  pai 
pers  in  the  Worcester  area,  Ghiglior 
his  own  shoppers.  He  offers  adverti 
package  deal.  For  instance,  one  pric 
get  a  merchant  an  ad  in  Ghigli 
Southbridge,  Mass.  daily,  the  New 
an  ad  in  his  shopper — which  is  deli 
to  every  house  that  doesn't  subscri 
the  News.  The  two  St.  Louis  cU 
smarting  from  the  great  food  ad  « 
tion  of  last  winter,  have  combined 
ness  departments  and  have  been  ofJ 
advertisers  package  deals  of  their  o\ 

With  the  entry  of  big  publisher; 
shoppers  have  become  a  formi 
news  medium.  Daily  newspaper  a 
tising  revenues  were  around  $12  b 
in  1978;  the  shoppers  took  in  abo 
billion.  But  just  as  television  skin 
the  cream  from  the  top  of  the  prir 
vertising  market,  the  shoppers  are  J 
ming  the  milk  from  the  bottom. 


Getting  rich  by  giving  things  away 

Clarence  D.  Stark,  a  Dallas-based  commercial  printer,  had  a 
brainstorm  in  1970.  In  a  tradition  that  goes  back  at  least  as 
far  as  Gutenberg,  he  decided  that  the  way  to  increase  his 
business  was  to  create  publications 
of  his  own.  A  former  circulation 
booster  with  Time-Life  Inc.,  Stark 
came  up  with  a  gold  mine:  Merge 
local  newspaper  television  supple- 
ments with  supermarket  throwaway 
couponing  sheets.  Unlike  the  typical 
pennysaver,  usually  discarded  quick- 
ly, Stark's  publication  would  be 
more  useful — or  so  he  told  the  adver- 
tisers. The  brand-new  format — TV 
Watch — could  be  distributed  free  in 
grocery  stores,  discounters  and  retail 
stores. 

Stark  was  a  shrewd  concept  man, 
but  another  Time-Life  crony,  Roy 
Titus,  saw  the  franchise  potential  in 
this  creation.  Titus  took  Stark's  for- 
mula, guaranteed  Stark  the  printing 
and  franchised  it  nationwide.  All  the 
franchisee  had  to  do  was  sell  local 
advertising  and  pay  Titus  for  the  TV 
listings,  the  page  makeup  and — if  he 
wanted  it — the  printing  by  Stark. 

Titus'  TV  Facts,  with  275  franchi- 
sees, grossed  $1.5  million  last  year. 
And  as  there's  little  overhead  in 
this  business,  most  of  that  found  its 
way  into  his  pockets.  Today  hun- 
dreds of  similar  publications  exist 


A/an  Horowitz  of  TV  News 
The  pennysaver  with  a  gimmick 


across  the  country — although  not  all  are  franchised — a 
are  virtually  identical:  cheaply  printed  and  usually  runni 
from  24  to  40  pages.  Even  the  names  are  monotonou: 
similar.  Just  as  pennysavers  flank  the  powerful  local  nev 
papers,  so  the  TV  listing  throwaways  flank  Walter  Anne 
berg's  mighty  TV  Guide. 

A  successful  franchisee  can  expt 
to  make  $75,000  a  year,  but  t 
franchisor  can  net  many  times  th 
He  picks  up  his  money  in  three  ba 
ways:  licensing  fees  ($11,500  for 
tus'  TV  Facts),  royalty  fees  based 
the  number  of  pages  per  issue  and 
if  the  franchisee  uses  the  "recoi 
mended"  printer — a  rakeoff  frc 
charges  that  are  added  on  to  t 
printing  bills. 

There's  little,  of  course,  to  st 
newcomers  from  entering  the  bu 
ness.  All  have  used  Stark's  formu 
Like  Alan  Horowitz,  one  of  Tin 
first  TV  Facts  franchisees.  Horowi 
a  gossipy  ex-advertising  salesm. 
for  the  Wall  Street  Journal,  says 
didn't  like  the  cheap  look  and  i 
complete  listings  of  TV  Facts.  He  al 
probably  didn't  like  paying  Titus  1 
something  he  could  do  himse 
Horowitz  did  a  bit  of  cosmetic  si 
gery  and  changed  the  name  to  '■ 
News.  With  two  full-time  salesm> 
selling  his  product  to  potenti  ic 
franchisees,  Horowitz  boasts  that 
earns  a  six-figure  income. 

— William  Harr 
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Ne  did  it!  We  filled  the  nation's  largest  steel  LNG 
ank  with  26,460,000  gallons  of  energy. 


•  We're  the  Northerners.  And  our 
ewest  storage  facility  is  our  tank  in 
!  rural  setting  near  Ventura,  Iowa, 
i  can  meet  all  the  natural  gas 
9quirements  of  143,000  homes  on 
ne  coldest  winter  days.  And  if 
ou  think  this  tank  is  large,  we  have 
nother  the  same  size  out  in  the 
fountry  near  Duluth,  Minnesota. 
Ve're  welders,  compressor  station 


managers,  engineers,  secretaries 
and  more.  We're  the  Northerners 
—  10,000  men  and  women  strong. 
Hard  at  work  to  make  our  energy 
reserves  grow.  But  then,  that's  what 
you  should  expect  from  Northern 
Natural  Gas  Company.  An 
energy-based  company  that's  out 
to  help  America  grow. 


4 


orthern 


Natural  Gas,  Liquid  Fuels,  Petrochemicals,  Exploration,  Coal 

Home  office:  Omaha,  Nebraska 


These  fantastic,  50-ton  "doles"  play  a  special 
role  in  Spain's  gigantic  new  aluminium  complex. 
So  does  financing  by  worldwide  Citibank. 


Some  18,000  of  these  surrealistic  concrete 
shapes— costing  almost  $40  million 
—protect  the  huge,  man-made  harbor 
specifically  built  to  serve  western  Europe's 
newest,  largest,  and  most  advanced 
aluminium/alumina  complex. 

Submerged  along  the  massive  break- 
waters that  enclose  the  harbor,  these  dolos 
effectively  intercept  and  diffuse  the  impact 
of  the  strong  tides  and  high  seas  common 
to  Spain's  northwest  coast— where,  at 
San  Ciprian,  this  vast  new  venture  is  located. 

Owned  jointly  by  Aluminio  Espanol, 


S.A.  and  Alumina  Espanola,  S.A., 
the  complex  has  received  substantial 
financing  assistance  from  Citibank's 
affiliate,  Citicorp  International  Group. 

Citibankers  finance  sound  growth.'' 

Eduardo  Monteiro,  Plant  Manager,  says: 
"Innovative  Citibank  financing  has  enabled 
us  to  'build  in'  growth  factors  designed 
to  achieve  an  eventual  annual  production 
of  2,400,000  tons  of  alumina  and  270,000 
tons  of  aluminium." 

Besides  creating  1,600  new  jobs  in  a 
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Eduardo  Monteiro  (left),  Plant  Manager  for 
Alum  into  Espanol,  points  out  a  particular  feature 
of  the  complex  to  Citibanker  Peter  Schuring. 


high-unemployment  sector  of  Spain,  the 
complex  will  provide  work  for  an  additional 
6,000  persons  in  support  industries.  And, 
in  reducing  by  80%  the  country's  alumina 
and  aluminium  import  expenditures, 
it  promises  a  significant  improvement  in 
Spain's  balance  of  payments. 

A  two-way  Citibank  commitment:' 

Comments  Peter  Schuring,  Vice  President 
in  Citibank's  Madrid  office:  "This  project 
incorporates  not  one  but  two  separate 
financings— one  to  each  of  the  companies 


comprising  the  complex.  It  also  casts 
Citibank  in  a  dual  role,  as  both  supplier 
and  syndicator  of  the  financing." 

Citibankers  work  to  structure  creative 
ways  to  meet  the  needs  of  corporate 
customers— and,  through  these  innovative 
financial  services,  to  contribute  to  the 
economic  development  of  every  area  we 
serve,  through  our  branches,  subsidiaries 
and  affiliates  worldwide. 

CITIBANK 

A  subsidiary  of  Citicorp 


For  some  the  evening  of  life  is  terrifying, 
for  others,  disastrous. 
But  for  these  former  chief  executives, 
it  is  a  triumph  of  sorts. 


Retirement  now 


By  Harold  Seneker 

The  one  thing  absolutely  certain  about  a 
successful  chief  executive's  power  is 
that,  sooner  or  later,  he  will  lose  it.  Re- 
tirement is  a  fact  of  corporate  life.  The 
only  alternative  is  to  die  in  office. 

Closing  the  office  door  and  leaving  the 
building  for  the  last  time  is  a  wrench  for 
anyone,  but  especially  so  for  the  man  at 
the  top.  The  power,  the  perks,  the  ac- 
complishments, the  special  excitement 
that  only  comes  when  it's  your  hand  on 
the  throttle  and  your  prestige  on  the 
line — it  all  suddenly  stops. 

Then  what?  Forbes  recently  stopped 
by  to  talk  with  ten  men  who  used  to  run 
some  of  America's  greatest  corporate 
empires  to  learn  how  they  were  coping 
with  retirement.  The  structure  of  their 
lives,  imposed  by  their  demanding  jobs, 
had  fallen  away  and  had  to  be  replaced. 
And  the  coming  fact  of  death  had  to  be 
faced,  and  dealt  with. 

"I  don't  believe  anyone  wants  to  die," 
Shelton  Fisher,  68  and  retired  from 
McGraw-Hill,  told  us,  calmly  discussing 
everyone's  secret.  "It's  been  my  lifelong 
personal  ambition  to  see  Halley's  comet, 
which  is  due,  I  think,  in  1986.  You  get 
the  best  professional  help  to  set  up  your 
affairs,  and  you  take  care  of  yourself.  But 
that's  it.  I  don't  wake  up  each  morning 
thinking,  'Thank  God  I  made  it  through 
another  night.'  " 

Another  retired  boss,  reminded  that 
his  plans  had  to  take  into  account  the 
fact  of  limited  years,  suddenly  threw  his 
head  back  convulsively  in  a  fit  of  laugh- 
ter, as  if  a  joke  had  been  told.  But  there 
was  no  smile  with  that  laughter;  it  was  a 
grimace. 

The  responses  of  these  professional 
problem-solvers  to  their  common  pre- 
dicament, in  short,  ranged  from  enthusi- 
asm for  new  ventures  through  frantic 
busyness  to  quiet  resignation.  But  each, 
in  his  way,  had  come  face-to-face  with 
the  last,  and  in  some  ways  toughest, 
problem  of  all. 


Easy  rider 

Raymond  C.  Firestone,  71,  usually  starts 
each  day  just  after  dawn  with  a  couple  of 
hours  of  horseback  riding,  cantering 
across  the  1,500-acre  estate  he  owns  and 
lives  on  outside  Akron,  Ohio.  After  an 
hour  or  two  in  his  nearby  office,  he  also 
golfs  many  afternoons,  "even  though  I'm 
terrible  at  it."  He  fox-hunts  three  days  a 
week,  in  season,  mostly  on  the  same 
1,500  acres  with  the  same  group  he's 
hunted  with  since  1952. 

Fox-hunting,  he  makes  clear,  is  pretty 
genteel  for  a  blood  sport.  "I  personally 
think  the  foxes  like  being  chased,  be- 
cause they  can  shake  the  hounds  any 
time  they  really  want  to.  The  last  time 
we  caught  one,  he  was  so  sick  he  could 
hardly  move." 

For  Firestone,  horses  have  been  a  life- 
long interest.  He  was  a  strong  polo  player 
in  his  college  days.  Horses  have  become 
his  chief  avocation  since  he  retired  as 
CEO  in  1973,  following  open-heart  sur- 
gery. ("Very  successful.  I  want  to  encour- 
age anyone  who  needs  it  and  is  afraid.") 

Retirement  produced  a  mixture  of 
emotions  at  first.  "You  are  saddened  be- 
cause you  feel  your  lifework  is  over, 
though  that's  not  true.  A  little  relieved, 


because  the  responsibilities  and 
sures  are  off  you.  Happy,  becaus> 
have  time  to  spend  on  other  inte 
And,  for  a  while,  disoriented,  be 
you've  had  your  life  scheduled  foi 
and  now  you  suddenly  don't  have 
up  in  the  morning  and  do  anythir 
course,  later  you  realize  you  do  hav< 
He  also  rides  and  fox-hunts  at  his 
home,  near  Pinehurst,  N.C.,  whe 
winters  from  December  to  May.  A 
ite  project  he  finances  is  an  Ohio  b 
of  the  North  American  Riding  fc 
Handicapped   Association,  which 
therapy,  puts  blind,  spastic,  paraple 
otherwise  crippled  children  and  )\ 
adults    through    a    specialized  ] 
course.  "They  really  relate  to  a  hors< 
says.  "I  especially  remember  one 
girl  who  said  to  us,  'This  is  the  firsl 
I  could  get  somewhere  I  wanted  to 
myself.'  For  us,  that  doesn't  mean 
thing.  For  them,  it  can  be  the  b 
moment  in  their  lives."  And  he 
happily. 
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Middle-of-the-roader 

"I  have  a  number  of  retired  friends  now," 
muses  Birny  Mason,  70,  who  was  CEO  of 
Union  Carbide  for  ten  years  before  tak- 
ing early  retirement  in  1971.  "Some  of 
them  went  on  a  number  of  corporate 
boards  and  seem  to  be  working  harder 
and  traveling  more  now  than  when  they 
were  CEOs." 

He  spreads  his  hands  expansively 
across  the  vast,  Italian-marble-topped 
desk  in  the  office  set  aside  for  directors' 
use  at  the  Union  Carbide  Park  Avenue 
headquarters.  "Others  lose  all  apparent 
interest  in  business,  and  spend  six 
months  of  the  year  in  Florida.  One  man 
retired  about  when  I  did  and  had  nothing 
to  fall  back  on.  He  became  almost  a  men- 
tal case.  He  thought  he  wouldn't  be  re- 
spected, didn't  know  what  to  do.  I  re- 
member saying  to  him  once,  'In  retire- 
ment you  move  from  Who's  Wfx>  to  Who's 
He.' He  didn't  like  that. 

"I  fall  somewhere  in  the  middle.  I 
spent  six  months  chairing  a  committee 
to  reorganize  the  New  York  Stock  Ex- 
change, stayed  on  three  corporate  boards 
and  one  hospital  board.  I  also  took  the 
presidency  of  my  golf  club  because  I 
wasn't  sure  I'd  be  busy  enough.  That 
lasted  five  years.  Now  I'm  a  director  of 
my  other  golf  club  in  the  Bahamas.  You 
see,  contrary  to  a  big  corporation,  run- 
ning a  club  exposes  you  to  the  problems 
of  small  business,  and  dealing  with  them 
proves  very  satisfying.  I  found  my  labor 
negotiations  experience  very  helpful. 
They're  not  big  challenges,  but  you  have 
to  work  at  them,  and  either  you  succeed 
or  you  fail,  so  they're  interesting. 

"It  took  a  while  to  adjust  after  40  years 
of  having  to  be  at  the  office  at  8  a.m. 
Habits  become  deeply  imbedded.  It  was 
six  months  before  I  thought  of  taking 
vacations,  so  we  started  going  to  the 
Bahamas.  The  big  adjustment  for  my 
wife  was  lunch.  She  wasn't  used  to  hav- 
ing me  around  in  the  middle  of  the  day. 
We  worked  it  out — I  take  care  of  my  own 
lunch  now. 

"The  changes  come  dramatically  and 
suddenly.  All  the  invitations  to  meetings 
and  dinners — more  than  you  could  possi- 
bly attend,  and  all  business  relationships 
you  need  to  maintain — well,  it's  like  pull- 
ing down  a  window  shade.  It  all  stops 
going  to  you  and  goes  to  your  successor. 
If  you  take  it  personally,  you  feel  bad,  but 
I  was  amused. 

"And  all  those  business  trips  stop  sud- 
denly, too.  I  was  tired  of  traveling — 
meeting  unknown  employees  in  strange 
offices  around  the  world,  dining  with 
government  officials,  racing  to  the  air- 
port, getting  five  hours  of  sleep  and  then 
doing  the  whole  thing  again  the  next  day 
somewhere  else.  To  this  day,  I  have  no 
urge  to  travel.  I'm  enjoying  retirement. 
I've  been  as  busy  as  I  wanted  to  be." 
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Well  out 

"To  me  that  is  the  most  beautifu 
in  the  world,"  says  Shelton  Fisher 
he  drives  past  the  jammed  parkim 
the  Darien,  Conn,  train  station.  " 
all  of  those  poor  souls  who  are  dc 
the  city  of  New  York  doin'  somet 
guess  those  are  all  the  guys  tryinj 
chief  executive  officer." 

Fisher  himself  was  chief  execu 
McGraw-Hill,  Inc.  in  the  years  w 
firmly  diversified  itself  outside  the  I 
tional  trade  magazine  and  textboo  I 

"They  probably  think  you  couh  I 
happier  than  being  a  fat-cat  CEO  <  | 
company.  But  that's  not  true.  You 
happier  than  that. 

"Actually,  the  most  satisfying 
McGraw-Hill  was  magazine  publis 
least  in  the  1950s,  when  I  had  it. 
exciting.  You  had  the  physical  vi 
youth,  your  first  real  responsibility 
great  deal  of  independence." 

At  the  Wee  Burn  Country  Club  r 
ly,  where  he  likes  the  beach  as  well 
golf  course,  Fisher  pointed  out  foui 
men  playing  bridge  nearby.  "Thai 
Friday  group,"  he  said  wryly.  "T 
they  have  three  requirements:  no  i 
source  of  income,  buy  your  own  d 
and  you  can't  talk  serious  business 

Fisher  is  more  retired  than  most 
former  CEOs  interviewed  by  Fc 
Three  corporate  directorships — ! 
Corp.,  N  L  Industries,  and  Koger  P 
ties — are  enough  for  him.  Much 
time  revolves  around  his  financial 
and  gardening.  "I  enjoy  sleeping  lat 
says.  "I  admit  it."  Indeed,  that's  th 
he  planned  it.  "In  the  1950s  I  hi 
instructive  experience  of  managir 
retirements  of  older  men  who  we: 
psychologically  ready  to  retire.  The 
intended  to  work  all  their  lives — it 
different  generation — and  they  1 
been  in  the  pension  plan  long  ei 
because  the  plan  was  too  new. 
were  real  tragedies,  so  I  thought  i 
menr.  through  very  carefully." 

There  is  one  aspect  he's  not  en 
comfortable  with.  "I  guess  most 
think  they  ought  to  be  on  Mt. 
more,"  he  says,  "but  the  fact  is, 
you  retire  from  a  company,  you  ■ 
pear  like  a  rocket.  You're  suddenly  i 
person,  and  the  cutoff  can  be  ha 
take.  One  friend  of  mine,  also  a  fd 
CEO,  called  in  some  months  after  i 
ment  for  the  use  of  one  of  his  comf 
many  private  dining  rooms  for  a  pi 
spirited  group.  He  was  shown  to  a 
cubicle  in  the  back  he  had  never  k 
existed.  Some  others  I  know,  I  hear 
the  Friday  group,  have  had  some  j. 
sad  affronts  as  well.  That  can  be  a 
tough  thing.  I'm  not  faulting  anybi 
just  wish  for  more  humanity  thai 
witnessed,  that's  all." 
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Organizer 

(t  E.  ("Tom"  to  his  friends)  Brooker 
he  planned  his  retirement  from 
!>r  Inc.  well  before  he  left  the  chair- 
lip  in  1975.  "I  organized  it  around 
iring  in  Florida  and  the  Bahamas, 
I  maintain  homes,  and  around  my 
P  and  fishing."  And,  he  later  adds, 
ji  another  enthusiasm — travel, 
it's  clear  he  really  organized  more 
i  nything  else  around  his  conviction 
Hind  and  body  must  be  kept  active 
retirement.  "You  should  have  an 
jst,  and  base  your  travel  on  that," 
iborates.  "Then,  before  you  go,  you 
:h  what  you  want  to  see,  so  you 
ijwaste  time  in  the  tourist  haunts. 
j;t  out  among  the  people,  and  leam 
j;  about  what's  going  on  there.  I  like 
j:ology,  for  instance.  I  also  travel  to 
Lnd  my  wife  is  a  gourmet  cook." 
Ire  is  excellent  trout  fishing  in 
Iiir,  some  other  parts  of  India  and 
!  Lanka,  he  reports.  "The  British 
Id  the  streams  with  rainbow  trout 
Jver  they  colonized,  and  the  fish 
I  take."  The  archaeology  has  taken 
Jo  Aztec,  Mayan,  Toltec,  Mixtec 
lea  ruins  throughout  Latin  Amer- 
ld  now  inclines  him  toward  the 


back  country  of  Syria,  or  possibly  back  to 
China.  The  most  immediate  plan, 
though,  is  a  restaurant-hopping  swing 
through  France  and  Switzerland. 

During  his  annual  half-year  in  Chicago 
he  puts  in  a  four-day  week  at  assorted 
board  meetings,  at  civic  and  charitable 
undertakings,  and  especially,  this  past 
year,  at  the  Executive  Service  Corps,  of 
Chicago,  which  recruits  retired  execu- 
tives to  lend  a  high-powered  hand  to 
nonprofit  Chicago  organizations  with 
problems.  Such  activity,  he's  convinced, 
could  help  prolong  their  lives. 

Brooker,  74,  has  organized  his  health 
like  everything  else.  He  is  careful  of  his 
diet,  abjures  tobacco  and  drinks  little  cof- 
fee and  works  a  very  fast  two-mile  walk 
into  every  day's  routine — but  he  makes 
light  of  it. 

"You  should  see  Al  Gordon,  chairman 
of  Kidder,  Peabody.  He  must  be  nearly 
80,  and  he  jogs  something  like  36  miles  a 
week.  It  keeps  him  in  shape,  I  under- 
stand, for  his  mountain  climbing." 


Imperceptible  departure 

"I  think  my  friend  Tom  Brooker  [retired 
CEO  of  Marcor]  arranged  his  time  better 
than  I,"  opines  Arthur  M.  Wood,  66,  who 
retired  as  CEO  of  Sears,  Roebuck  &  Co. 
in  1978.  "He  gets  to  Florida  much  more." 

Wood  kept  directorships  at  Sears,  four 
Sears  affiliates,  two  outside  companies 
and  chairmanship  of  the  $2  billion  em- 
ployees' profit-sharing  plan.  When  invi- 
tations to  join  the  boards  of  three  more 
Chicago-based  companies  rolled  in,  he 
accepted  them,  too.  And  the  directors' 
committeeships.  And  when  the  Ameri- 
can Institute  of  Certified  Public  Accoun- 
tants had  a  spot  on  an  SEC-related  com- 
mittee, Wood  took  that,  too. 

"And  then  the  chairmanship  of  the 
Art  Institute  of  Chicago  unexpectedly 
came  along,"  smiles  the  slow-speaking, 
tall  ex-CEO.  He  lengthily  contemplates 
his  little  red  appointment  book  as  he  sits 
in  his  present  office  on  the  51st  floor  of 
the  Sears  Tower  in  Chicago.  "I  spend 
several  days  a  week  over  there  at  the 
Institute,"  he  calculates,  looking  up.  "I 
have  a  second  office  there.  It  involves 
many  hours  of  time  and  attention — han- 
dling staff,  fundraising,  forward  plan- 
ning, development,  and  so  forth  and  so 
on — but  it's  very  rewarding. 

"Some  of  my  retired  friends  had  a  hell- 
uva time  adjusting.  It's  very  difficult  if 
you  work  hard  and  are  in  charge  right  up 
to  the  last  Friday  afternoon,  and  then  on 
Monday  morning  you  find  yourself  sit- 
ting home  with  your  wife  having  coffee. 
But  I  had  no  problem  at  all.  All  I  did  was 
move  out  of  my  old  office  and  shift  my 
personal  files." 

He  examines  his  appointment  book 
again.  "There's  no  question  the  fatigue 
sets  in  earlier  in  the  day  when  you're  in 
your  sixties,"  he  says,  "but  as  long  as 
your  health  is  good  you  should  go  on 
contributing. 

"I'm  afraid  I've  overscheduled  myself. 
This  is  a  full-time  job.  The  only  differ- 
ence is,  I  get  up  a  half-hour  later  in  the 
morning  and  take  a  later  train  to  work." 
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Cane?  What  cane? 
"What  they  do  is,  they  cut  off  the  top  of 
your  femur,"  Roger  C.  Wilkins  explains, 
rapidly  scratching  a  diagram  to  illustrate, 
"and  they  insert  a  piece  of  chromium- 
stainless  steel  alloy  seven  inches  long 
into  the  top  of  the  femur.  The  end  is  a 
ball,  and  they  ream  out  the  hip  socket 
and  line  it  with  plastic,  so  you  have  the 
steel  ball  rotating  inside  the  plastic." 

Wilkins,  73,  has  recently  had  a  second 
such  operation,  to  treat  his  arthritic  hip 
condition.  "If  you  don't  want  to  be  ac- 
tive," he  says  briskly,  tossing  down  the 
pencil,  "you  can  live  with  the  arthritis. 
But  if  you  do  want  to  stay  active  phys- 
ically, you  have  to  have  it  taken  care  of." 

He  has  just  marched  briskly  into  the 
comfortable  but  somewhat  isolated  cor- 
ner office  The  Travelers  Corp.  still 
makes  available  to  him  and  tossed  the 
heavy  cane  he  carries  onto  the  desk,  say- 
ing, "Heck,  I  don't  really  need  this  thing 
anymore."  There  was  pride  in  that;  five- 
weeks  is  something  of  a  record  recovery 
after  such  an  operation. 

Wilkins  wants  to  stay  active.  His  man- 
ner is  exuberant,  intense.  Like  many  of 
his  retired  fellows,  he  spends  half  the 
year  in  Florida,  golfing  and  fishing,  and 
flying  to  meetings  of  his  three  boards. 
"I'll  probably  leave  them  in  a  year  or  two. 
You  ought  to  go  a  little  before  they  want 
you  to,"  he  says. 

Instead,  he's  looking  into  a  venture  he 
doesn't  want  to  talk  about  just  yet  ("it's 
still  in  negotiation")  involving  himself 
and  another  retired  executive  and  a  com- 
pany that  could  use  their  skills.  "It'll 
keep  me  involved  in  a  business  way," 
Wilkins  says,  "and  age  won't  matter. 

"Yes,  I  am  making  plans  to  go  on  for- 
ever, even  though  I  know  it  won't  be  that 
way.  I  thoroughly  enjoyed  my  whole  ca- 
reer at  Travelers — I  certainly  can't  say  I 
looked  forward  to  retiring — and  the  idea 
that  you  just  stop  makes  no  sense  to  me 
at  all." 
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Snug  harbor 

To  Leslie  H.  Warner,  who  retired  from 
General  Telephone  &  Electronics  in 
1976,  the  difference  is  time.  The  word 
recurs  constantly.  "My  wife  and  I  have 
more  time  to  be  togetber  now,"  he  says. 
"It's  not  for  anything  specific  we  have 
planned,  we're  just  happy  to  be  the  mas- 
ters of  our  own  fate." 

He  is  still  busy:  a  director  of  five  corpo- 
rations and  a  trustee  for  the  Stamford 
Hospital  and  the  Hartman  Theatre  Com- 
pany in  Stamford,  Conn.  "Those  meet- 
ings take  up  about  ten  days  a  month,  and 
of  course  I  have  to  schedule  my  personal 
life  around  them,  but  we  have  a  great 
deal  more  time  now." 

Warner's  life  centers  now  not  on  the 
GTE  headquarters  he  no  longer  visits 
five  miles  away  in  Stamford,  but  on  his 
own  quiet  15-room  stone  mansion  in 
Darien,  on  four  acres  of  sunny  lawn  and 
shaded  woodlot,  which  overlooks  a 
pleasant  cove  and  the  broad  sweep  of 
Long  Island  Sound. 

"I  looked  forward  to  my  retirement," 
he  tells  a  visitor.  "I  felt  that  I  had  worked 
hard  all  my  life,  and  that  I'd  earned  it." 
He  had  worked  his  way  through  school 
in  the  Depression  and  late  Thirties,  and 
at  GTE  labored  mightily  under  his  prede- 
cessor as  CEO,  Donald  C.  Power,  to  ad- 
minister and  rationalize  the  vast  corpo- 
rate empire  Power  assembled.  "It's  not 
impossible  to  be  a  good  husband  and 


father  when  you're  in  a  demandinj 
he  says,  looking  back.  "But  it  is  dii 
The  rest  of  the  family  has  to  reali: 
don't  have  an  interminable  amoi 
time  to  devote  to  them,  as  sol 
might  who's  in  a  less  demanding 
tion.  You  work  14-  or  15-hour  day 
constantly  have  reports  and  other 
you  bring  home  from  the  office,  ai 
responsibilities  of  a  higher-level 
always  on  your  mind.  I  traveled  or 
ness — often  abroad — 30%  of  my 
Now  I  have  more  time  to  devote  to  t 

"And  my  wife  also  has  more  tim 
know,  wives  of  top  executives  have 
to  dinners,  conventions,  meetings 
important  customers  or  key  goverr 
people — you  can  almost  say  youi 
retires  from  business  with  you." 
-  He  pauses  and  shifts  to  another  tl 
"I  think  it's  a  mistake  for  a  retired 
to  stay  with  a  company.  I  often  w 
what  motivates  people  who  hang 
guess  some  think  they're  indispen 
and  I  guess  some  who  have  work 
their  lives  feel  lost  after  retirement 

"I  miss  the  day-to-day  contact 
my  associates,  but  I  am  relieved  to 
of  the  responsibilities.  Being  a  top 
nessman  today  is  unappreciated, 
trating  and  filled  with  harassment 
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Crumple 

up 

this  ad 

Then  take  it  to  your  local  Xerox  office. 
Tell  a  sales  representative  that  if  the  Xerox  5400  copier 
s  so  terrific,  let's  see  if  the  ball  of  paper  in  your  hand  will  go  through 
ts  document  feeder. 

Chuckle  to  yourself  as  he  smooths  out  the  ad  and  carries 
t  to  the  5400.  After  all,  you've  never  seen  a  document 
landler  that  could  handle  a  problem  like  this. 

Then  he  may  pause  to  tell  ^ 
ou  how  the  5400  can  automatically 
opy  on  two  sides  of  a  sheet  of  paper. 
le  may  even  point  out  its  uncanny 
;elf-diagnostic  systems  and  lightning- 
:ast  automatic  bi-directional  sorter. 

But  you  both  know  why  you're  there. 
At  last,  he  slides  the  crumpled  page  towards  the  document 
landler  and  pushes  the  button.  And . . .  and . . .  and . . . 

Sorry.  But  what  happens  next  is  between  you  and  your 
ocal  Xerox  representative.  So  pay  him  a  visit,  soon. 
Ana  find  out  if  the  original  goes  in. 
And  if  it  does,  how  the  copy  comes  out.       AlI  \Ua 


EROX®  and  5400  arc  [rjjc-mjrks  ot  Xi.KOX  I  OKPOKA I  ION 


Free  lance 

In  1951,  35  years  after  he  joined  Scott 
Paper  Co.  as  a  salesman  and  24  years 
after  he  became  chief  executive,  Thomas 
B.  McCabe  went  permanently  off  salary. 
"I  didn't  want  any  director  or  stockhold- 
er to  say,  'How  can  he  devote  this  much 
time  to  extracurricular  activities  when 
we're  paying  him  a  lot  of  money?'  " 

Extracurricular  activities?  He  means 
things  like  being  chairman  of  the  Federal 
Reserve  for  three  critical  years  (1948  to 
1951).  Like  running  Lend-Lease  (1941  to 
1942)  and  the  less  popular  Foreign  Liqui- 
dation Committee.  Like  starting  the  Ei- 
senhower Exchange  Fellowship,  which 
brings  foreign  business  and  political  lead- 
ers to  the  U.S.  for  three  to  six  months. 
He  remained  CEO  until  1968.  Then  be- 
came chairman  of  the  finance  commit- 


tee for  three  more  years.  At  86,  he  is  still 
on  the  board,  "though  I  don't  know  why 
they  keep  me  on." 

In  the  pewter-gray  office  he  keeps  on 
the  ground  floor  of  Scott  Paper's  head- 
quarters, McCabe  says,  "I  don't  think  I 
have  ever  retired — I  hope  I  never  will." 

He  does  take  an  easier  approach  to  life: 
"When  you  are  86  you're  living  on  bor- 
rowed time.  If  I  haven't  anything  par- 
ticular to  draw  me  to  the  office,  I  stay 
home  or  go  somewhere."  The  week 
Forbes  called  on  him  he  had  a  commit- 
tee meeting,  personal  investment  strate- 
gies to  work  out  with  one  son  and  a 
meeting  with  the  head  of  Opportunities 
Industrialization  Centers  of  America,  a 
job  training  program  for  minorities  for 
which  McCabe  organized  a  business- 
men's national  advisory  council.  Next 
week,  among  other  things,  he  was  to 
meet  with  the  head  of  the  University  of 
Pennsylvania  Hospital   about  the  re- 


search fund  he  and  his  wife  startl 
about  his  ideas  for  a  geriatric 
ment.  "In  ten  years  we  will  be  sp 
more  in  the  field  of  geriatrics  than 
spending  today  for  cancer  research 
McCabe  Achievement  Aware 
Swarthmore  College,  now  fund 
•"boys  and  girls,"  is  his  "real  pe 
values  the  time  he  puts  in  with  tl 
dents  highly. 

When  McCabe  talks  about  reco£ 
for  his  accomplishments,  there  is 
tation,  perhaps  because  it  meai 
project  is  finished:  "Everybody  U 
be  recognized,  but — well,  I  don't 
what  the  'but'  is  about.  I  just  want 
lance,  in  my  own  fashion. 

"I  worry  about  whether  I  hav« 
enough  [in  life].  .  .  I  am  not  too  w 
about  the  commissions,  but  I  am  \^ 
about  the  omissions." 
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rhile  this  man  is  out  of  work, 
ire  your  losses  out  of  control? 


CURE:  Commercial  Union  Rehabilita- 
tion Effort.  It  speeds  a  workers  return  to  pro- 
ductive work  and  reduces  loss  control  costs. 

Before  he  was  injured,  this  man  didn't  watch 
television  all  day.  Now  he's  out  of  work,  bored  and 
apprehensive  about  being  able  to  do  his  old  job 
again. 

The  longer  he  is  out  of  work,  the  worse  it  is 
for  him  and  the  more  costly  it  is  for  his  employer. 
Commercial  Union's  CURE  Program  can  help 
them  both. 

We  offer  our  insureds  a  staff  of  professional 
rehabilitation  nurses.  They  work  with  the  injured 
worker,  the  family,  physician,  rehabilitation  per- 
sonnel and  employer  to  coordinate  all  physical, 
vocational  and  psychological  therapy. 

CURE  can  lower  loss  control  costs.  CURE 
nurses  spot  potential  rehabilitation  candidates, 
particularly  those  who  don't  return  to  work  on  the 
doctor's  schedule.  They  identify  other  needs .  .  . 
psychological  and  emotional  adjustments .  .  .  and 
provide  counseling.  They  monitor  charges, 
expenses  and  the  progress  of  prescribed  treat- 
ment. The  result?  The  injured  worker  returns  to 
the  job  sooner.  Disability  payments,  workers' 
compensation,  and  medical  expenses  are 
reduced.  Savings  can  be  realized  in  many 
injury  cases. 

CURE  helps  speed  the  return  of  an  injured 
worker  to  productive  activity. 

CURE  finds  the  best  treatment  required  by 
the  injured  worker  at  the  lowest  cost. 

And  CURE  coordinates  all  the  details 
involved  in  the  rehabilitation  process,  from 
special  equipment  to  arranging  for  at-home 
attendant  care. 

There  is  a  better  way  to  help  people  who 
want  to  work  return  to  work.  Contact  the  nearest 
Independent  Insurance  Agent  who  represents 
Commercial  Union  Assurance  Companies. 

CURE  can  reduce  your  loss  control  costs. 


Commercial  Union 
Assurance  Companies 

One  Beacon  St. 
Boston,  MA  02108 


All  of  these  Shares  having  been  sold,  this  advertisement 
appears  as  a  matter  of  record  only. 

Not  a  New  Issue 

1,050,522  Shares 

Alcan  Aluminium  Ltd. 

Common  Stock 


Bear,  Stearns  &  Co. 


September  20, 1979 


We're 
Fighting  for 

Your 
Life 


Please  give  generously 
American  Heart  Association  f. 


By  the  numbers 

lames  M.  Roche,  72,  started  his  ca 
General  Motors  as  a  statistician, 
is  a  statistician  still.  He  knows  his 
ite  activity  at  present,  being  chain 
the  National  Committee  for  Emp 
Support  of  the  Guard  and  Reserv* 
takes  5%  to  8%  of  his  time,  dowi 
nearly  20%  in  the  first  four  years 
ting  it  up.  He  has  traveled  somi 
over  100,000  miles  in  the  last  five 
throughout  the  U.S.,  he  calculat 
tending  assorted  meetings  and  otl 
tivities.  When  he  recounts  his  G 
reer,  he  reports,  "My  active  career 
44 Vi  years.  It  was  just  short  of  50  i 
retired  from  the  board. 

"When  I  retired,  I  had  made  no  p 
he  says.  "I  was  so  busy  with  the 
pany  that  I  didn't  have  the  time, 
had  to  make  it  up  as  I  went  along. 

What  he's  made  up,  in  addition 
committee  he  chairs  for  the  Depar 
of  Defense,  includes  membership 
board  of  governors  of  the  New 
Stock  Exchange,  and  the  boards  of 
tors  of  LTV  Corp.,  Jack  Eckerd 
U.S.  Home  Corp.,  the  First  Florida 
and  the  Bank  of  Clearwater  (he  s 
part  of  the  year  in  Florida,  part  i 
troit).  He  also  is  chairman  of  the  C 
Economic  Growth  Corp.,  vice  cha 
of  the  National  Urban  Coalition,  t 
of  Holy  Cross  College  and  the  Tu 
Institute  (though  he  never  grad 
from  college),  and  is  a  member 
Governor's      Management  Ad 
Council  in  Florida.  He  enumerat 
meetings  just  ahead  on  his  sched 
dizzying  one  that  will  take  him  al 
the  map  in  the  next  week  and  a  ha 

"I  can't  think  of  anything  worse 
sitting  around  wondering  what 
next,"  Roche  says.  "If  you  have 
health,  and  can  make  a  contributi 
the  point  where  people  want  you— 
that's  what  I  want  to  do.  The  big 
ence  in  retirement  is  that  you  ha 
make  your  airline  and  hotel  reserv 
on  your  own." 
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i  At  Humana,  the  investor- 
>wned  hospital  company,  it  is 
he  policy  that  emergency  room 
?atients  are  to  be  attended  by  a 
nedical  professional  within 
ixty  seconds  of  arrival. 

If  that  statement  gives  you  the 
dea  that  Humana's  hospitals 
ire  more  performance-oriented 
han  most  hospitals,  you're 
right.  And,  our  emergency  room 
Dolicy  is  just  one  of  many  areas 
vhere  our  leadership  is  in  evi- 
dence. Leadership  that  has 
made  Humana  the  largest  com- 
Dany  in  the  hospital  industry. 

In  all  critical  patient  care 
areas,  our  medical  professionals 
must  adhere  to  stringent  per- 
brmance  standards.  In  achiev- 
ng  these  stand- 
irds  they  pro- 
vide patient  care 
f  measurably 
ligh  quality  and 
attain  peak  pro- 
ductivity. 

At  Humana, 
we've  found  that 
people  like  work- 
line  for  an  organ- 


ization thai  brings  out  their 
best,  an  organization  where  they 
have  an  opportunity  to  become 
stockholders.  And  10,900  of  our 
employees  have  elected  to  be- 
come stockholders  through 
Humana's  employee  Thrift  Plan. 

Humana's  performance 
standards  and  productive  per- 
sonnel mean  more  and  better 
patient  serv  ices  and,  as  a  result, 
Humana  makes  a  profit.  For,  as  it 
is  to  any  successful  business, 
profit  is  critical  to  Humana;  crit- 
ical to  delivery  of  quality  patient 
care. 

Humana  is  profitable.  In  the 
last  five  years,  for  instance,  we 
have  achieved  a  compound  an- 
nual revenue  growth  of  47  per- 


A  good  hospital 
puts  treatment  before 
payment  in  the 
emergency  room. 


cent  and  our  net  income  has 
grown  by  32  percent  com- 
pounded annually. 

Our  capacity  has  grown,  too. 
Over  46  percent  of  our  hospital 
capacity  is  less  than  five  years 
old  and  68  percent  has  been 
built  in  the  last  ten  years.  So  our 
hospitals  are  among  the  most 
modern  and  technologically 
superior  in  the  nation. 

In  addition,  Humana's  out- 
patient services  are  growing 
even  faster  than  in-patient,  re- 
sulting in  significant  economies 
for  the  patient. 

When  a  hospital  puts  treat- 
ment before  payment,  you  know 
it  is  dedicated  to  quality  patient 
care.  When  that  hospital  makes 
a  profit,  too,  you 
know  it's  man- 
aged effectively. 
That's  Humana. 

For  more  in- 
formation write 
us:  Humana  Inc., 
1800  First  Na- 
tional Tower, 
Dept.  F5,  Louis- 
ville, KY  40201. 


No  fogey 

The  classic  Thomas  Vincent  Learson 
story:  He  and  Thomas  J.  Watson  Jr.,  his 
more  famous  predecessor  as  CEO  at 
IBM,  were  avid  yacht  racers.  In  1966 
both  entered  the  important  Newport- 
Bermuda  race.  At  a  board  meeting,  Wat- 
son warned  jokingly — half-jokingly? — 
"You'd  better  not  win  this  one,  Vin." 
Learson  hired  the  best  spinnaker  man 
around,  the  best  competition  navigator, 
the  works.  Learson  finished  first,  Wat- 
son 24th  | on  corrected  time). 

Learson  served  as  CEO  for  19  months 
in    1971-72.   Some  say  in  jest — half- 


jest? — that  maybe  the  retirement  age  for 
top  executives  at  IBM  was  dropped  to  60 
just  then  to  catch  him  up.  His  rock- 'em, 
sock-'em  approach  to  the  competition 
may  not  have  suited  IBM  when  the  gov- 
ernment and  others  were  filing  antitrust 
suits  left  and  right. 

A  big  man,  6  feet  5  inches,  John  Wayne 
in  a  business  suit,  Learson  receives 
Forbes  in  his  apartment  on  the  49th 
floor  of  New  York's  prestigious  Olympic 
Tower.  He  guides  his  visitor  close  to  the 
floor-to-ceiling  plate-glass  window  and 
cheerfully  inquires  whether  the  visitor  is 
bothered  by  the  sudden  abyss  at  his  feet. 


llieti  Learson  is  ready  to  chat. 

"I  worked  hard  at  IBM  for  38  J 
he  says  at  a  rapid-fire,  nervous  pjj 
ran  pretty  hard.  But  since  retirel 
there  is  complete  freedom.  You're| 
ing  for  old  fogeys  that  fade  away? 
hole  up  in  some  comer.  Did  a  stintl 
U.N.  Law  of  the  Sea  Conference.  T| 
trying  to  put  together  an  internal 
treaty.  Great  fun.  A  real  battle — I  r\ 
real  challenge.  A  lot  of  great  legal 
looking  for  the  right  ambiguou| 
guage."  He  smiles,  then  drapes  hi 
on  a  chrome  and  leather  chair.  Th 
is  relaxed  but  he  is  coiled  like  a  spn 
67  he  is  fit  and  strong,  a  barely  sup 
ible  fountain  of  physical  energy. 

"Got  a  new  job,"  he  says,  jump| 
another  subject,  "public  governor 
New  York  Insurance  Exchange.  I| 
like  a  Lloyd's  of  London.  There 
billion  in  premiums  going  from  thl 
to  Lloyd's  now.  I'll  be  organizif 
Great  fun.  I'm  also  on  five  differerl 
porate  boards  and  do  pro  bono  worll 

"I  used  to  be  a  great  sailor,  all  ml 
But  I  gave  it  up  when  I  left  IBM.  ]| 
miss  it.  If  I  did  it,  I'd  do  it  right.  Conl 
tively!  Now,  it's  too  professional  [ 
Rocky  Marciano — he  retired  undefl 
didn't  he?  I  won  my  share.  Thatl 
important  thing." 

He  glances  at  his  watch  and  is  <| 
feet,  saying  goodbye.  He  has  a  m»[ 
downtown  to  get  to.  ■ 


The  Imprinted  Top-Flite. 
It  says  a  lot  more  than  just  your  name. 


1 


I 

I  n 


When  you  give  someone  a 
Top-Flite.  you're  giving  The 
Longest  Ball.*  But  when  that 
Top-Flite  has  your  company 
name  or  logotype  imprinted  on 
it— in  full  color— it  carries  a 
message  about  you.  And  the 
message  is  class.  So  get  your 
name  on  a  Top-Flite  ball.  It'll 
say  a  lot. 

Imprinted  Top-Flites  are 
sold  only  through  golf  shop 
professionals. 

For  assistance  in  contact- 
ing a  professional  in  your  area 
—  or  further  information  on  our 
capabilities— send  your  busi- 
ness card  or  letterhead  to: 
Spalding.  Custom  Imprinting 
Department,  Meadow  Street. 
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"Proven  in  tests,  "tee  to  green"  combined 
total  of  drives  and  five-irons. 


Combine  the  most  ef  f  icien 
most  automated  zipper  plant 
with  the  most  dedicated  people, 
and  you  get  YKK  quality. 

in  the  billions. 


we're  YKK.  And  we  manufacture  zippers  by  the  billions.  Which  makes  us 
one  of  the  country's  largest  zipper  producers.  In  fact,  our  manufacturing  center 
in  Macon,  Georgia  is  the  largest  zipper  manufacturing  complex  in  the  U.S. 
With  the  most  automated  manufacturing  techniques,  creative 
engineering,  and  precise  quality  control. 

But  the  one  thing  that  makes  us  different  is  people.  Motivated  people. 
So  much  so,  that  they  make  sure  that  every  zipper  is  of 
the  highest  quality  imaginable.  Whether  it's  for  clothing,  footwear, 
luggage,  sporting  goods  or  home  sewing, 
incredible?  Not  really,  when  you  consider  that  people  who  really  care  will 
always  produce  consistent  quality.  ^|g^g^^^gp 

The  world's  largest  zipper  company. 

We  still  treat  our  products  like  they're  made  one  at  a  time. 
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What  to  do  if  Business  Week  takes  your  advertising 
to  the  right  kind  of  people,  but  not  enough  of  them. 


Chances  are  that  if  you  think  about  advertising 
to  businessmen  you  think  of  traditional  business 
magazines— and  with  good  reason. 

But  there's  another  way  to  talk  business  to 
business  people.  Possibly  an  even  better  way. 

TIME  B  (for  Business).  It's  the  advertising  edi- 
tion of  TIME  Magazine  directed  exclusively  to 
businessmen. . .businessmen  qualified  by  both  job 
title  and  industry.  And  TIME  B  circulates  solely  in 
the  United  States. 

It's  the  largest  all-business  circulation  you  can 
buy:  1.550.000.  And  at  the  most  efficient  price: 
almost  five  dollars  per  thousand  less  than  you  get 
through  Business  Week. 


But  is  TIME  B  really  a  business  publication? 
No.  frankly  it's  not  that  limited.  It  satisfies  the  busi- 
nessman's hunger  to  understand  the  world  in  which 
he  Hues  as  well  as  works:  it  lets  him  touch  on  art. 
humanities  and  science,  books,  politics  and  law. 

To  you.  they're  businessmen.  But  TIME  talks 
to  them  as  people.  And  interests  them  profoundly. 
Try  TIME  B.  It's  more  than  just  another  business 
publication. 


Circulation:  1.550.000 

Average  HH  Income:  $35,300 

B&W  Page  Rate:  $22,350 

Attended  College:  87.5°"o 

4-Color  Page  Rate:  S34.865 

Professional  Managerial:  100% 

There's  a  right  TIME  for  every  advertiser. 


The  Money  Meit 


A  painful  lesson  learned  in  1969  has  stood 
Kurt  Hauser  and  Paul  Violich  in  good  stead. 


There  is  only  one 
prophet  and  his 
name  is  Benjamin 


Right  by  his  desk  Kurt  Hauser 
keeps  a  copy  of  Charles  Mackay's 
19th-century  classic,  Extraordi- 
nary Popular  Delusions  and  the  Madness  of 
Crowds,  which  recounts  the  Dutch  tulip 
craze,  the  South  Sea  Bubble  and  the  Mis- 
sissippi land  scheme.  This  is  to  remind 
him  not  to  get  swept  away  as  he  did  in 
1969,  when  the  firm  of  Wentworth, 
Hauser  &  Violich  lost  large  quantities  of 
its  customers'  money  by  staying  too  long 
with  stocks  like  Applied  Magnetics  &. 
Electronics,  Recognition  Equipment  and 
Electronic  Memories  &  Magnetics — all 
of  which  had  tulip-bulb-level  price'eam- 
ings  ratios  in  those  days. 

Those  who  do  not  learn  from  experi- 
ence are  fated  endlessly  to  repeat  their 
mistakes.  Hauser,  41,  and  his  partner  of 
17  years,  Paul  Violich,  44,  swore  they 
were  never  again  going  to  be  lured  away 
from  Benjamin  Graham  fundamentals 
that  had  brought  them  their  earlier  repu- 
tation. So  they  organized  a  method  of 
stock  selection  so  rigorous  that  it  screens 
out  all  but  a  handful  of  companies,  about 
130  selected  from  some  2,000. 

Wentworth,  Hauser  &  Violich  now 
manages  $325  million  divided  evenly 
among  individual,  pension  and  endow- 
ment accounts.  Since  1974  it  has  outper- 
formed 95%  of  the  money  managers  in 
A.G.  Becker's  fund  evaluation  service. 

The  firm's  investment  philosophy  is  a 
sophisticated  refinement  on  Graham 
and  Dodd's  "valuation  analysis"  com- 
bined with  market  timing.  Instead  of 
looking  at  a  company  only  within  its 
own  historical  context  of  earnings 
growth,  market  price  relative  to  book 
value  and  other  such  factors,  Hauser  and 
Violich  compare  each  equity's  implied  re- 
turn to  the  market's  overall  implied  re- 
turn. In  English,  that  means  they  use 
their  own  formula  to  figure  an  underlying 
rate  of  return  for  each  of  2,000  stocks, 
then  buy  only  those  in  the  top  slice. 

Products  of  Stanford  University  and 
Stanford  Business  School,  Violich  and 
Hauser  learned  Graham  and  Dodd  analy- 


sis at  a  venerable  New  York  investment 
firm,  Brundage,  Story  &  Rose,  then  went 
into  business  for  themselves  in  1966  just 
at  the  exciting  tail  end  of  the  great  post- 
World  War  II  bull  market. 

Hauser  and  Violich  reject  any  com- 
pany with  a  debt-to-equity  ratio  greater 
than  35%.  A  company  must  also  have:  a 
high  cash  flow;  conservative — LIFO — ac- 
counting; at  least  five  years  of  earnings 
growth;  improving  profit  margins; 
strong  management;  new  product  devel- 
opment as  well  as  a  dominant  market 
position  in  its  industry.  It  must  also  have 
some  control  over  its  pricing  and  pur- 
chasing through  vertical  integration. 
They  shun  companies  that  have  grown 
mainly  from  acquisition. 

That's  common  stuff.  What  makes 
their  approach  unique  is  the  implied  re- 
turn comparisons  we  mentioned — essen- 
tially, a  system  for  predicting  earnings 
growth.  Its  basic  assumption:  that  a 
company's  historic  return  on  equity  will 
hold  in  the  future.  Therefore,  you  figure 
out  how  much  the  earnings  will  grow  by 
adding  the  reinvestment  of  earnings. 

Take  a  specific  case — Bank  of  Amer- 
ica. Its  three-year  average  return  on  equi- 
ty is  17.3%,  and  it  pays  out  31%  of  its 
earnings  in  dividends.  It  reinvests  the 
difference,  in  this  case  11.9%  of  equity 
(17.3%  less  the  5.4%  it  pays  out  in  divi- 
dends). The  assumption  is  that  BofA's 
earnings  will  grow  at  a  rate  equal  to  the 
reinvestment  rate.  Add  to  this  rate 
BofA's  4.6%  dividend  yield  on  the  mar- 
ket price  of  its  stock,  and  you  get  a  so- 
called  implied  return  of  16.5%. 

If  the  bank's  return  on  equity  and 
payout  ratio  remain  unchanged,  the  in- 
vestor in  BofA  can  expect  to  receive  a 
total  return  of  16.5%.  This  implied  re- 
turn is  relevant  to  Hauser  and  Violich 
only  when  compared  with  the  market, 
which  has  an  implied  return  of  12.9% 
(S&P's  400),  and  a  P/E  multiple  of  8. 
BofA's  attractiveness  is  twofold:  With  a 
7.5  P/E,  BofA  sells  at  a  10%  discount 
from  the  market,  while  its  implied  re- 


turn is  28%  higher.  Therefoie  B 
attractive  relative  both  to  its  owi 
ings  history  and  to  the  overall  ma 

Hauser  and  Violich  emphasiz 
their  stock  selection  also  takes  q 
tive,  subiective  factors  into  ac 
Take  pharmaceutical  maker  Pfiz 
Although  its  P/E  of  10  is  25%  highi 
the  market's,  and  its  implied  retui 
15%  better  than  the  S&P's,  the  t 
investing  in  the  company  largely  b 
of  management's  new  product  int 
tions  and  program  of  eliminatin 
margin  businesses.  American 
Products  is  another  such  cor 
Hauser  and  Violich  feel  its  earnin. 
be  unaffected  by  the  recession  a 
implied  return  will  improve  relatr 
overall  corporate  earnings  decline. 

Other  stocks  in  which  they  are  i 
ing  include  USLIFE,  Jefferson-Pili 
Lincoln  National,  all  in  the  life  insi 
area.  In  the  retail  area,  Federated  E 
ment  Stores,  K  mart,  Edison  Br 
Stores  and  Pay  'n'  Save.  Amon, 
Standard  Oil  of  Ohio,  Atlantic  Ric 
Exxon,  Standard  Oil  of  Indiana  anc 
dard  Oil  of  California. 

What  are  they  avoiding  ?  Dun  & 
street  is  a  good  example.  At  13  its 
60%  higher  than  the  market's,  a 
implied  return  only  11%  better.  Tt 
also  leery  of  the  so-called  secoi 
Amex  and  over-the-counter  stock 
pecially  the  high-technology 
nies — which  have  run  up  in  pr 
much  as  200%  in  the  last  three 
Further,  they  don't  like  consumer 
bles  marketers  like  Sears,  Roebuc 
General  Electric,  which  they  feel  % 
hurt  by  the  recession. 

Both  Hauser  and  Violich  expect 
jor  correction  of  about  100  points 
Dow  Jones  industrials  sometime 
next  nine  months  as  the  recession 
ens  and  companies  begin  reportmg 
earnings  and  money  remains  tight, 
reasoning:  Corporations  and  indiv 
will  continue  to  borrow  as  long  as 
est  rates  are  below  the  current  13° 
rate  of  inflation.  The  Federal  R 
Board  will  have  to  get  rates  to  the 
level  and  keep  them  there  to  cot 
overheated  economy. 

Nevertheless,  the  partners,  like 
other  smart  money  managers,  thii 
are  nearing  a  major  bull  market.  S< 
plan  to  increase  the  stock  compon 
their  investment  portfolios  from  it? 
ent  60%  to  75%.  They  don't  want 
left  behind  if  the  market  takes  off ! 
than  they  expect. 

But  this  time  they  swear  the) 
stick  tightly  to  their  modified  Ber 
ham  approach.  No  more  passi 
flings.  No  more  tulip  bulbs. 

—Nick  GaUi 


188 


FORBES  OCTOBER  1 


Report  from  Number  One  Wall  Street 


The  Irving  tie  to  the  Winter  Olympics. 


The  official  bank. 

When  the  XIII  Olympic  Winter 
[james  come  to  Lake  Placid  in 
[[980,  Irving  will  be  there  as  the 
official  bank.  It's  an  international 
banking  role  for  which  Irving  has 
imple  credentials. 

We  do  business  in  more  than 
120  countries  where  we  are 
ranker  to  major  commercial  banks, 
:entral  banks,  governments  and 
:  eading  corporations. 

Irving  international  spe- 
zialists  handle  trade,  project 
and  syndicated  financing  on  a 
worldwide  scale.  And  we  provide 


lines  of  credit,  advances,  accep- 
tances and  both  short-  and 
medium-term  financing  in  all 
major  foreign  currencies. 

Our  overseas 
expansion  continues. 

Milan  is  the  home  of  our  newest 
fully  staffed  branch  office.  It  adds 
another  key  financial  center  to 
our  international  network  which 
includes  branch  offices  in 
London,  Frankfurt,  Milan, Tokyo, 
Taipei,  Singapore  and  Grand 
Cayman.  Plus  representative 
offices  in  Beirut,  Buenos  Aires, 
Caracas,  Hong  Kong,  Manila, 
Melbourne,  Paris,  Rio  de  Janeiro, 
Teheran  and  Toronto. 


In  other  words,  in  addition 
to  our  strong  U.S.  banking  posi- 
tion, Irving  is  a  major  factor 
on  the  international  banking 


scene. 


Banking,  personal 

style.  Just  as  were  getting 
ready  to  serve  an  international 
gathering  at  Lake  Placid,  we  re 
ready  to  serve  customers  any- 
where in  the  world.You'll  find  that 
our  style  is  very  personal:  per- 
sonal commitment  and  personal 
attention.  We  think  that's  unique. 
Perhaps  you  will,  too. 


EBH  I  BBHBBEBBBBi 


■■■■■■J 


Irving  will  have  banking  offices  at 
the  Olympic  Games,  Lake  Placid,  New  York. 


Irving  Trust  Company.  Unique.  Worldwide. 
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THE  OFFICIAL  BANK  OF 

THE  1980  OLYMPIC  WINTER  GAMES. 
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Faces 

Behind  The  Figures 


Edited  by  Robert  J.  Flaherty 


New  role 

At  Walt  Disney  studios  the  cartoon  di- 
rector doles  out  work  to  his  stable  of 
animators  by  "casting"  them  in  their 
roles:  One  artist  will  be  a  prince,  some- 
one else  a  violent  tornado.  Don  Bluth 
once  specialized  in  mice. 

Bluth  wasn't  meek  as  a  mouse  last 
month  when  he  led  an  exodus  from  the 
studio  of  7  top  animators,  out  of  a  total 
pool  of  16,  and  5  assistant  animators.  As 
a  result,  the  Disney  studio's  big  animat- 
ed feature  The  Fox  and  the  Hound,  origi- 
nally scheduled  for  Christmas  1980  re- 
lease, will  be  delayed  to  summer,  1981. 

For  years  Bluth  had  been  the  leader  of 
Disney's  "new  breed"  of  animators,  who 
were  supposed  to  bring  new  vigor  to  the 
animation  department.  What  happened 
to  the  vigor? 

"We  felt  like  we  were  animating  the 
same  picture  over  and  over  again  with 
just  the  faces  changed  a  little.  In  con- 
trast, Walt  always  found  something  new 
to  delight  an  audience,"  Bluth  com- 
plains. "For  example,  they've  gutted  all 
of  the  meaning  from  The  Fox  and  the 
Hound.  It's  become  a  cute  story  instead 


Colhoun  of  Rowe  Price  New  Era  Fund 

"They  don't  call  us  the  New  Error  Fund  anymore.' 


of  a  meaningful  one." 

The  defection  then  was  purely  artistic 
in  motivation?  Of  course  not.  "Disney," 
Bluth  mutters,  "is  well  known  for  low 
salaries."  But  that  is  normal  in  anima- 
tion— what  Bluth  wanted  was  profit  par- 
ticipation for  animators.  But  there  was 
no  way,-  Disney  only  gives  "points"  to  a 
few  invited  execs. 

Bluth  and  his  band  didn't  go  far.  They 
joined  three  earlier  Disney  defectors, 
who  left  two  years  ago  to  set  up  an  inde- 
pendent production  company.  They  of- 
fered a  share  of  the  profits,  so  the  fugitive 


Bluth,  formerly  of  Walt  Disney 
The  roar  of  a  mo  use  maker. 


animators  are  now  hard  at  work  c 
Frisby  and  the  Rats  of  NIMH.  It  is  the 
rats,  trapped  for  research  experir 
tion  by  the  National  Institute  of  h 
Health,  who  learn  to  read  and  th 
cape.  Sounds  somewhat  autobio 
ical.  Will  the  kids  like  rats  as  well  i 
do  mice?  — Anthony  S 

They're  back — we  hoJ 

"I  almost  doubt  the  evidence  of  m 
and  ears,"  says  Howard  (Pete)  Coi 
the  44-year-old  money  manage] 
runs  Baltimore's  $275  million  [\ 
Rowe  Price  New  Era  Fund.  Col 
evidence  says  that  the  individual 
tor  is  coming  back  into  the  stocl 
ket,  even  while  the  seven-year  droi 
net  redemptions  in  the  equity  side 
mutual  fund  business  continues. 

This  particular  fund  was  the  last 
child  of  the  now-retired  investmei 
(and  Forbes  guest  columnist)  T. 
Price.  Price  had  always  been  a  £ 
stock  man,  but  when  he  saw  in 
accelerating  in  the  late  Sixties,  Pr 
cided  that  investors  needed  the  ] 
tion  of  owning  assets  in  (or  oj 
ground,  even  if  the  company  in 
was  somewhat  cyclical.  The  Ne 
Fund — real  estate  and  natural  re 
stocks — was  bom,  but  born,  appa 
too  early.  It  never  reached  speci 
size  and  in  recent  years  has  been 
stockholders.  At  the  end  of  1974 
nearly  22.5  million  shares;  at  the 
1978,  only  16.3  million. 

But  this  year  the  tide  has  reverse 
new  buying  has  run  the  fund  up  1 
million  shares  in  apparent  respons 
to  the  current  inflation  fear  that 
the  land  and  to  the  fund's  own  spe 
lar  performance — up  over  30% 
months.  "When  the  phone  ring: 
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". . .  pretty  good  strategy/Domestic  oil  and  gas  and  coal, 
backing  up  worldwide  technology  and  chemicals." 

"We  can  count  on  them  for  the  long  haul  —  that's  one 
reason  we're  doing  business  with  them  right  now." 


Diamond  Shamrock  Corporation,  Dallas,  Texas  75201 


Faces 

Behind  The  Figures 


it's  new  voices  and  new  money,"  says 
Colhoun.  "It  isn't  'thank-you-I'm-even- 
I'm-getting-out.'  " 

Confirming  Colhoun's  evidence  of  the 
return — beginning  with  his  hot  fund — 
are  some  Federal  Reserve  figures.  Ac- 
cording to  the  Fed,  individual  investors 
have  been  liquidating  stocks  for  over  a 
decade — selling  more  than  buying.  But  in 
the  first  quarter  of  1979  the  situation 
suddenly,  reversed — from  net  selling  of 
$2.4  billion  in  1978  to  net  buying  at  an 
annual  rate  of  $3.8  billion.  One  quarter 
doesn't  reverse  a  major  trend,  of  course, 
but  with  stocks  so  cheap  by  almost  every 
standard.  .  .  . 


An  end  run 

Martin  Bucksbaum,  58,  and  his  brother 
Matthew  enjoy  a  rare  distinction.  The 
Des  Moines,  Iowa  pair  founded  and  own 
15%  of  one  of  the  few  successful  REITs. 
Their  General  Growth  Properties,  with 
$240  million  in  real  estate  assets,  has 
made  a  bundle  for  investors  who  bought 
it  at  the  original  offering  price  of  $6.87  in 
1970.  The  brothers  started  building  su- 
permarkets in  the  early  1960s  and,  later, 


Bucksbaum  of  General  Growth  Properties 
Others  saw  what  he  saw. 

whole  shopping  centers.  They  stayed  pri- 
marily with  shopping  centers  when  they 
built  their  REIT.  With  rents  tied  to  store 
volumes,  General  Growth's  centers  are 
well  protected  against  inflation.  Divi- 
dends rose  each  year,  from  44  cents  a 
share  to  last  year's  $1.56. 

But  the  Bucksbaums — seeing  shopping 
centers  selling  at  high  prices,  but  not 
REITs — decided  to  go  private  and  offered 
stockholders  $28  a  share  in  cash  or  $30 
in  notes  last  year.  This  was  more  than 


four  times  the  original  offering  price. 
After  trustee  pressure,  they  upped  their 
offer  but  it  was  subsequently  topped  by 
Canada's  Marathon  Realty,  which  of- 
fered $35  a  share.  So  the  Bucksbaums  bid 
$35.50  and  Marathon  dropped  out. 
Stockholders'  suits  loomed. 

Then  the  Bucksbaums  pulled  an  end 
run — and  in  the  process  made  their  pub- 
lic shareholders  happy.  They  would  sell 
10  of  General  Growth's  25  shopping  cen- 
ters to  Aetna  Life  Insurance.  The  stock 
moved  up  to  $44  a  share.  General 
Growth,  promised  $160  million  in  cash 
and  assumption  of  mortgages  by  Aetna, 
said  it  would  pay  shareholders  a  capital 
gain  of  $15  a  share.  The  Bucksbaums 
stand  to  get  $13.5  million — about  IVi 
times  their  original  investment.  They'll 
continue  to  own  15%  of  the  remaining 
REIT,  which  still  earns  management  fees 
on  the  shopping  centers  sold. 

If  those  ten  centers  are  worth  $160 
million — about  $25  a  General  growth 
share — how  come  the  brothers  only  of- 
fered $30  a  share  for  all  of  General 
growth  until  bidders  appeared?  Replies 
Bucksbaum:  "Subsequent  deals  turned 
everything  around.  And  Aetna  was 
buying  ten  mature  earners." 

Now  the  brothers  Bucksbaum  have  got 
a  few  years  to  show  if  the  rest  of  the 
assets  are  as  good.         —Howard  Ruclnitsky 

The  Ga-a-do  Man 

In  Japan  crime  is  more  a  novelty  than  a 
fact  of  life.  A  bad  break  for  the  burglar 
alarm  merchants?  Not  so.  Witness  the 
strange  history  of  Makoto  Iida  and  his 
Security  Patrols  Limited  Co.,  a  current 
darling  of  the  Tokyo  Stock  Exchange. 

Loud,  harsh  and  young,  Iida  is  not  your 
typical  Japanese  businessman,  but  at  42 
he  is  the  youngest  company  chairman  of 
the  nearly  1,000  firms  on  the  exchange's 
prestigious  first  division.  Iida  fled  his 
family's  wine-selling  business  at  age  28 
to  establish  a  security  guard  service  in 
Tokyo;  "No  one  understood  what  I  was 
up  to,"  Iida  remembers. 

He  was  transforming  an  $11,000  in- 
vestment into  a  company  that  will  gross 
just  short  of  $200  million  this  year. 

Security  Patrols  got  its  first  break  in 
1964  when  Japan  hosted  the  Summer 
Olympics.  To  the  Japanese  it  was  like  an 
international  coming-out  party  following 
their  defeat  in  World  War  n.  The  eyes  of 
all  Japan  were  on  the  events,  and  Securi- 
ty Patrols'  uniformed  security  guards, 
commissioned  to  guard  the  Olympic 
compound,  created  a  minor  sensation. 
Within  a  year  a  popular  TV  show  (called, 
with  an  attempt  at  English,  The  Ga-a-do 
Man)  had  been  modeled  on  the  guards. 
Iida's  business  boomed. 

Unfortunately,  Security  Patrols  found 
itself  in  a  labor-intensive  industry  at  a 
time  when  Japanese  labor  costs  were 
climbing  to  levels  that  put  them  among 


Iida  of  Security  Patrols 
More  alarms  than  burglars. 


the  highest  in  the  world.  So,  wb 
Iida  do?  He  automated.  Security  I 
designed  and  marketed  a  mech 
burglar  alarm  system.  Then  in  1? 
armed  murderer,  sought  by  the 
was  caught  in  one  of  the  few 
Iida  had  managed  to  sell.  The  even 
headlines — and  also  made  Securi 
trols'  second  fortune. 

Because  it  was  so  much  ahead 
eryone  else  in  the  business,  Secur 
trols  now  has  60%  of  its  market  in 
It  boasts  55,000  clients  and  has  cc 
erized  systems  installed  in  such  pi 
the  Prime  Minister's  office  and  \ 
shrines  which  have  been  designai 
tional  treasures. 

Meanwhile,  Iida  is  busily  pitchii 
nesses.  By  predicting  a  crime  wav 
by  reminding  potential  custome: 
Japan  has  its  share  of  political  era; 


Corporate  undertak 

While  most  people  view  bankrupt 
disaster,  Touche  Ross  &  Co.  Parti 
ward  A.  Weinstein  sees  each  big 
rate  bust  as  a  potential  new  clier 
SEC  prefers  a  change  of  accountan 
a  bankruptcy,  and  Weinstein,  a  4 
old  Wharton  M.B.A.,  is  the  acco 
firm's  bankruptcy  partner  and  or 
happy  to  take  on  companies  in  C 
1 1.  With  a  recession  starting  and 
expensive  as  can  be,  Weinstein 
rubs  his  hands  in  glee  as  he  conten 
his  vision  of  what's  ahead: 

A  new  bulge  in  bankruptcies 
will  be  more  big  corporations  tha 
he  says,  but  Chrysler  is  probably 
vious  to  be  one  of  them.  He  re 
merger  study  he  did  of  Western  U 
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One  of  these  mayors  now  runs  a  city 
ith  safer-driving  employees,  lower  taxes 
and  a  brand  new  fire  truck. 


The  mayor  on  the  left  saw  that  his  city  was  headed 
r  problems.  A  dangerously  high  accident  rate  among 
-ivers  of  city-owned  vehicles  and  a  growing  exposure 
lawsuits  made  his  community  especially  vulnerable 
liability  losses.  At  the  same  time,  the  city  needed  a 
w  piece  of  fire-fighting  equipment  it  couldn't  afford. 

The  solution  was  provided  by  cooperation  between 
ty  government  and  private  enterprise. 

The  insurance  company  that  provides  coverage 
■!  lalyzed  the  community's  loss  record  and  safety  pro- 
^]  edures.The  company  helped  set  up  a  new  loss  con- 
il  program  which  included  a  training  course  for  drivers 
city-owned  vehicles.  The  result  was  a  substantial 
screase  in  the  number  of  preventable  accidents. 

That  in  turn  made  it  possible  for  the  insurance  corn- 
any  to  reduce  the  city's  municipal  liability  insurance 
'emium  by  $35,000-enough  to  purchase  the  new 
e  truck. 

We  represent  a  major  group  of  property  and 
asualty  insurance  companies,  and  we  encourage 


communities  to  participate  in  loss  control  programs. 
These  programs  can  reduce  municipal  liability 
costs,  help  keep  taxes  in  line  and  make  communities 
better,  safer  places  in  which  to  work  and  live. 

Here's  what  we're  doing  to  keep  municipal 
liability  costs  down: 

■  Working  with  communities  to  help  develop  loss  control 
programs  designed  to  reduce  the  number  of  accidents 
and  injuries. 

■  Supporting  state  government  legislation  to  restore 
balance  to  the  legal  liability  system. 


Here's  what  you  can  do: 

■  Encourage  your  local  and  state  governments  to 
establish  loss  control  programs. 

■  Report  hazards  to  the  proper  authorities. 


Affordable  insurance  is  our  business—and  yours. 


This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  N.Y  10038. 


Faces 

Behind  The  Figures 


Weinstein  of  Touche  Ross 
Bankruptcies  make  him  smile. 

the  late  Sixties.  He  saw  no  way  it  could 
meet  its  pension  requirements  in  the 
1980s  and  stay  alive,  but  i":  could.  "Like 
some  people,  some  troubled  companies 
are  survivors,"  he  laughs. 

Which  companies  will  go  under?  Com- 
panies whose  boards  and  bosses  put  size 
before  profitability,  he  says.  Usually  such 
companies  have  a  solid  base  and  a  very 
sick  division;  but  managements  pour  re- 
sources from  the  good  operations  into 
the  sick  one.  Suddenly  the  solid  oper- 
ation has  an  off  year,  as  every  business 
does,  and  the  overall  company  has  no 
reserves.  The  banks  rally  together  to  try 
and  save  it  and  avoid  big  writeoffs.  But  a 
trade  creditor  who  cares  only  about  his 
receivables  blows  the  whistle. 

Organized  crime  kills  companies  more 
than  is  generally  known,  Weinstein  says. 
One  of  Weinstein's  clients  recently 
found  that  organized  crime  had  put  a 
man  into  its  computer  department  and 
had  him  try  to  erase  some  big  accounts 
receivables.  The  culprit  was  caught,  but 
guess  who  owed  on  the  receivables? 

Then  there  are  simply  incompetents. 
Sometimes  the  record  keeping  and  con- 
trols in  these  companies  are  so  bad  they 
don't  even  realize  they  are  in  trouble 
until  the  last  minute. 

Many  retailers  who  are  heavily  depen- 
dent on  trade  credit  will  go  under  early 
next  year,  Weinstein  predicts.  The  fuel 
crisis  will  mean  big  heating  bills  and 
cause  customers  to  cut  back. 

Weinstein  thinks  such  bankruptcies 
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are  therapeutic — like  pruning  the  weak 
branches  from  a  tree.  "Bankruptcy 
courts  usually  do  what  the  old  egomaniac 
executives  could  not  do,"  says  he.  "The 
court  closes  down  and  sells  the  losers.  It 
tries  to  find  a  profitable  core  and  bring 
out  a  winner." 


Robes  to  riches 

A  burly  man  with  a  surprisingly  gentle 
voice,  Justin  Meyer,  41,  wouldn't  look 
out  of  his  element  standing  ankle  deep  in 
grapes  with  brown  robes  hiked  up  to  his 
knees.  No  wonder.  After  entering  the 
Christian  Brothers  order  he  taught  high 
school  and  coached  football  in  Sacramen- 
to, Calif.,  until  he  succumbed  to  his  supe- 
rior's entreaties  that  he  learn  winemak- 
ing  at  the  order's  thriving  Napa  Valley, 
Calif,  vineyard.  He  studied  under  the  or- 
der's renowned  vintner  Brother  Timo- 
thy, while  taking  viticulture  (grape  grow- 
ing) and  enology  (winemaking)  courses  at 
the  University  of  California  at  Davis. 
Ultimately  he  rose  to  the  rank  of  assis- 
tant cellarmaster. 

But  in  1972  Meyer  quit  the  order  and 
got  married.  "I  could  not  live  the  monas- 
tic life  any  longer,"  he  says.  He  gave  the 
brothers  considerate  notice  and  then  set 
off  as  an  independent  grape  and  wine 
consultant.  Old  religious  ties  brought 
him  together  with  a  Colorado  investor, 
Raymond  Duncan,  and  the  two  set  up  a 
50-50  partnership  to  buy  the  bankrupt, 
450-acre  Franciscan  Vineyards  in  August 
1975.  The  partnership  paid  less  than  $3 
million  for  it  and  they  recouped  a  good 
chunk  of  their  investment  in  a  single 
year  by  selling  30,000  cases  of  accumu- 
lated inventory  right  at  the  winery.  This 


infuriated  local  wine  merchant] 
brought  in  $360,000.  In  cash. 

With  the  two  partners  runmn 
books  and  Meyer  making  the  wine 
ciscan  Vineyards  slowly  moved  c 
the  black,  with  sales  in  1978  of  arou 
million.  Last  month  a  well-heelec 
German  firm  came  along  and  offer 
pair  $12  million  for  Franciscan.  M 
share  is  $6  million  and  he  stays 
president  and  winemaker.  And  on 
en  years  after  being  released  from  h 
of  poverty!  — Elk 


Too  good  to  resist 

"Do  you  realize  you  are  paying  us 
share  for  each  of  our  28  flavors?"  H 
B.  Johnson,  47,  put  the  question 
John  Pile,  chairman  of  Britain's  pu 
brewery-owning  Imperial  Grouj 
John  had  never  looked  at  it  that  wa 
he  still  thought  the  Howard  Johnsi 
was  worth  $630  million — $28  a  sh 

Only  last  year  Howard  Johnso 
warning  would-be  acquisitors 
trying  an  unfriendly  takeover 
company  his  father  founded 
which  be  and  his  family  are  sti  ^ 
largest  stockholders  with  about  1 
the  shares.  What  made  him  chan 
mind?  Money.  The  British  were  oj 
more  than  18  times  the  1978  earnii 
a  stock  that  sold  for  well  under  10 
earnings  prior  to  the  offer  and  couh 
trouble  if  another  gasoline  crisis  a 
"Our  stock  has  been  10  to  14  all 
Johnson  says.  "God,  it  went  all  th 
down  to  4  in  the  first  gas  crisis." 

At  the  end  of  September  Hojo 
was  only  at  21,  which  seemed  an  i 
nate  discount  from  the  proffered  p' 
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Meyer  of  Franciscan  Vineyards 

"Nobody  wanted  Franciscan.  It  had  gone  bankrupt  twice  in  two  years. 
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Faces 

Behind  The  Figures 


Johnson  of  Howard  Johnson 


A  delicious  price  for  each  flavor, 

$28  in  an  outstandingly  friendly  take- 
over. How  come?  It's  one  of  the  anoma- 
lies of  the  arbitrage  game.  Players  who 
bought  the  stock  at  14  were  quite  happy 
to  take  their  50%  profit  after  only  a  few 
weeks  and  move  on  to  something  else. 
Their  selling  depressed  the  price  of  the 
stock.  Also,  some  skeptics  worried  Impe- 
rial was  overpaying  and  would  back  out. 

Be  that  as  it  may,  the  British  have  told 
Johnson  he  can  go  on  running  the  com- 
pany and  the  Johnson  family  isn't  exact- 
ly suffering,  what  with  Howard  Johnson 
taking  $35.2  million  for  just  his  own 
shares  out  of  the  deal  before  taxes.  Nev- 
ertheless, Johnson  may  well  deserve  the 
Stockholders'  Friend  of  the  Year  Award 
for  saying:  "I  had  to  swallow  hard,  but 
$28  was  too  good  to  turn  down." 


Behind  the  label 

Behind  every  great  designer  who  re- 
mains solvent  in  the  treacherous  busi- 
ness of  fashion  there  is  usually  a  tough, 
smart  operator,  an  "inside  man,"  as  they 
say  in  the  trade,  who  cuts  the  deals  as 
well  as  the  cloth.  In  the  case  of  Calvin 
Klein,  who  in  just  ten  years  has  become 
one  of  the  most  formidable — and  sol- 
vent— influences  in  both  women's  and 
men's  fashion,  the  inside  man  is  Klein's 
boyhood  pal,  Barry  K.  Schwartz. 

A  friend  since  their  school  days  in  the 
Bronx,  Schwartz  teamed  up  with  Klein 
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in  1968.  Klein  had  his  talent.  Schwartz,  a 
dropout  from  NYU,  had  $10,000  hard- 
earned  in  his  supermarket,  started  by  his 
father.  The  venture  they  started,  Calvin 
Klein  Ltd.,  will  sell  about  $30  million 
this  year  in  high-priced  women's  ready- 
to-wear  clothes  of  its  own  manufacture. 
That's  about  $60  million  at  retail.  What- 
ever they  make  on  that — the  company  is 
privately  owned  and  Schwartz  refuses  to 
say-— will  surely  be  dwarfed  by  the  royal- 
ties Calvin  Klein  Ltd.  will  rake  in  this 
year  on  1 1  products  made  by  others, 
ranging  from  blue  jeans  to  perfume,  that 
pay  for  the  privilege  of  bearing  the  Cal- 
vin Klein  name.  Informed  outside  guess- 
es set  income  from  licenses  this  year — 
virtually  all  of  it  profit — at  something 
approaching  $10  million. 

The  trick,  Schwartz  says,  is  to  protect 
the  image.  His  ready-to-wear  line — a 
$500  soft  suede  jacket,  for  example — 
stays  just  out  of  reach  of  most  women. 
"By  keeping  the  image  right  where  it  is 
now,"  he  says,  "it  sells  all  the  other 
things." 

The  coveted  women's  line  is  sold  to 
just  300  select  U.S.  stores.  Just  one  of 
these,  Saks  Fifth  Avenue,  will  move  $18 
million  in  Calvin  Klein  products  this 
year.  Schwartz,  a  lean,  intense  man  who 
wears  the  three-piece  suits  with  wide 
lapels  and  high  armholes  his  partner  has 
been  working  to  obsolete,  loves  the  pow- 
er he  has  over  his  retailers.  "If  a  woman 
in  Pittsburgh  wants  to  buy  Calvin  Klein 
she  goes  to  Kaufmann's,"  he  says.  "If  I 
have  trouble  getting  the  floor  space  or 
the  display  that  I  want,  I  switch  our  line 
to  Home's  and  the  same  lady  will  shop 
there." 

Protecting  the  image  means  more  than 
just  hanging  tough  with  strong  stores. 
Two  years  ago  the  partners  rejected  a 
"six-figure"  minimum  guarantee  and  a 


potential  $1  million-plus  license 
sunglasses  manufacturer  who  cu 
ners.  "He  just  didn't  understand! 
Calvin  was  trying  to  do,  or  he  didnl 
When  he  breached  our  contract 
technicality,  I  sent  him  a  lawyer's 
and  canceled  the  arrangemenj 
couldn't  believe  that  we  would  tu 
backs  on  that  kind  of  money."  He 
to  Pierre  Cardin,  the  great  French  cj 
er,  whose  name  is  now  carried  o 
200  licensed  products.  "I  guaranty 
that  we  make  more  money  with  < 
licenses  than  he  does  with  200." 

Their  biggest  license  deal  to  date 
arrangement  with  Puritan  Fa 
Corp.  for  production  of  blue  jea 
men,  women  and  children.  The  dej 
produce  nearly  $100  million  in  sa 
Puritan  this  year — about  50%  of  it 
sales.  The  license  is  in  the  second 
a  five-year  contract  with  built-in  t 
tors.  Says  Schwartz:  "We  were  g 
teed  $1  million  over  the  life  of  th 
tract.  But  Puritan  paid  us  more  ths 
in  the  first  year  on  the  override."  1 
on  the  Puritan  jeans  license  alone  I 
Klein  Ltd.  will  take  in  at  least  $4  ri 
this  year. 

Klein,  36,  and  Schwartz,  37,  ha 
cidediy  different  leisure  styles.  \ 
idea  of  a  good  time  takes  him  dan« 
Studio  54  or  relaxing  on  Fire 
Schwartz  has  been  studying  phi 
Managing  Klein's  personal  finan 
well  as  the  business,  Schwartz  H 
vested  some  of  their  income  i 
stamps.  Otherwise,  during  off-hou 
will  probably  find  him  at  a  racetra 
owns  over  70  thoroughbreds  and  re 
spent  more  than  $1  million  at  ths 
mer  yearling  sales.  His  racing  cob 
black  and  white.  He  designed  tht 
himself.  —James  0'\ 


FORBES,  OCTOBER 


Ve  celebrate  the  moment. 


The  Cincinnati  Murals,  the  moment  when  Art 
took  off  its  hat  to  Science  and  Industry. 

When  man  works  to  make  the  things  he  wants 
and  needs  he  also  seeks  satisfaction  in  the  effort.  He  finds 
it  in  the  means  of  production,  in  the  implements  he  uses 
and  in  the  place  where  he  works. 

For  the  engineer  and  architect  the  reward  is  in  the 
search  for  ways  to  make  plant  and  office  more 
efficient,  more  pleasant. 

The  science  of  building  design  interacting  with 
the  art  of  building  design  — in  proportions  that  serve 
and  do  not  dominate  the  purpose  of  the  work  — is 
that  search  in  its  most  effective  form. 
It  is  what  we  know  best. 

Celebrate  with  us,  in  this,  our  fiftieth  year. 


THE  A.  M.  KINNEY  AFFILIATION 

CINCINNATI      NEW  YORK      CHICAGO     DENVER     SAN  JUAN      BASEL      LOS  ANGELES 

1929  Architecture  and  Engineering  1979 

Two  professions  working  as  one 


THE  CHAIRMAN  OF  THE  BOARD  o(  a  mapr  U  S  tobacco 
company  was  known  as  both  an  astute  businessman  and 
an  advertising  super-salesman  He  once  remarked 


We  could  have  told  him. 


All  over  the  world  different  kinds  of  people 
buy  different  kinds  of  magazines. 

But  a  very  particular  group  of  people  is 
buying  one  magazine  in  particular. 

Newsweek,  the  international 
newsmagazine. 

This  group  of  people  is  perhaps  the  dens- 
est gathering  of  real  product  prospects 
available  anywhere.  Very  little  waste  circu- 
lation. Quite  a  bit  of  real  purchasing  power. 
In  sum— "a  payoff  percentage." 

These  people  are,  after  all,  an  elite  group: 
high-level  businessmen  and  executives  of 
the  very  top  rank. 

True,  you  may  be  able  to  reach  them  in 
local  media.  But  you'll  also  be  reaching— 
and  paying  for— secretaries,  clerks,  house- 
wives; a  broad  and  potentially  wasteful 
demographic  spread. 

In  Newsweek  International  you  talk  to 
the  people  who  can  and  do  buy,  in  an  envi- 
ronment that  is  both  professional  and 
personal. 


You  reach  the  one  person  in  thousands 
who  is  a  frequent  international  air  traveler, 
without  wasting  money  on  the  once-a- 
year— or  once-in-a-life-time— vacationer. 

You  reach  the  men  who  can  afford  the 
best  scotch,  the  best  cars,  the  finest 
watches,  because  they're  the  men  whose 
position  in  life  gives  them  the  discretionary 
dollars  to  spend.  . 

You  reach  the  people  who  make  or  influ- 
ence multi-million  dollar  business 
decisions. 

And  best  of  all,  you  reach  them  in  one 
highly  concentrated  group.  On  an  extraor- 
dinarily efficient  cost  basis. 

That's  why  advertisers,  in  increasing 
numbers,  are  turning  to  Newsweek 
International. 

Because  we  can  do  more  than  just  show 
them— or  you— where  the  waste  is. 

We  can  show  you  how  to  avoid  it. 


THE 
INTERNATION 
NEWSMAGAZI 


SALES  OFFICES:  New  York  •  Chicago  ■  Los  Angeles  •  San  Francisco  •  London  •  Amsterdam  •  Frankfurt/Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  •  Sydney  •  Tokyo 


Wake  to  the  spirit  of  Hyatt.  And 
how  it  will  open  your  eyes!  Because 
you've  risen  to  a  tempo  that's  fresh  as 
sunshine,  sparkling  with  greenery  and 
beaming  with  service,  truly  second 
to  none. 

Let  us  show  you  a  touch  of  Hyatt. 
And  you'll  know  why  it  outshines 
them  all. 

Call  800  228  9000 
or  your  travel  agent 
for  the  spirit  of  Hyatt.  Worldwide. 


CAPTURE  THE  SPIRIT 
HYATT0HOTELS 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


September  24, 1979 

MCI 

4,500,000  Shares 

MCI  Communications  Corporation 

81.80  Senior  Cumulative  Convertible  Preferred  Stock 

The  shares  of  SI. 80  Senior  Cumulative  Convertible  Preferred  Stock  are  convertible  into  shares  of 
MCI  Common  Stock  at  $10.00  per  share,  subject  to  certain  adjustments. 


Price  815.00  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the  under- 
signed and  the  other  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 


Loeb  Rhoades  Shearson  Allen  &  Company 

Division  of  Shear«on  Hayden  Stone  Inc.  -  Incorporated 

Bear.  Stearns  &  Co.      Donaldson,  Lufkin  &  Jenrette      Lehman  Brothers  Kuhn  Loeb 

Securities  Corporation  Incorporated 

Loeb  Rhoades.  Hornblower  &  Co.  L.  F.  Rothschild.  Lnterberg,  Towbin 

^  arburg  Paribas  Becker      Sanford  C.  Bernstein  &  Co..  Inc.      Hambrecht  &  Quist 


Forbes 


The  Economy 


Unemployment 
trap 


i"  the  key  lessons  of  recent  histo- 
at  the  rate  of  unemployment  is  a 
;  indicator.  It  tells  us  what  has 
ed  already,  not  what  is  going  to 
in  the  future.  If  Congress  hasn't 
1  that  lesson  yet — and  there's  good 
to  believe  it  hasn't — then  it  will 
ly  abandon  the  modicum  of  re- 
it  has  affected  lately.  Worse  yet,  it 
?ell  begin  to  enact  measures  to 
ate  the  economy  at  the  wrong 
1  the  cycle,  with  the  result  that 
'er  counterinflationary  forces 
sen  built  up  by  the  recession  will 
ited. 

s  Senator  Lloyd  Bentsen,  among 
:ey  legislators,  has  said  that  con- 
nal  discomfort  over  the  state  of 
nomy  will  begin  to  manifest  itself 
:orm  of  tax  cuts  as  the  unemploy- 
ate  approaches  7%. 
though  the  unemployment  rate 
August  to  6%  from  5.7%  in  July, 
ire  still  stands  within  the  range  of 
ome  economists  define  as  "full 
'ment."  Don't  ask  us  how  we  can 


have  "full  employment"  and  "6%  unem- 
ployment" at  the  same  time  but  that's  an 
indication  of  how  phony  the  whole  con- 
cept is.  At  any  rate  this  political  indica- 
tor may  well  reach  the  7%  level  by  the 
end  of  the  year.  But  that  ought  not  trig- 
ger fiscal-budget  stimulation  of  the  econ- 
omy. If  anything,  it  should  be  seen  as 
what  it  is,  a  trailing  indicator. 

Here's  why:  In  the  early  stages  of  a 
recession,  including  the  present  one, 
businessmen  tend  to  be  overoptimistic 
about  their  prospects  and  hoard  labor  on 
the  assumption  that  things  will  straight- 
en themselves  out  quickly.  They  may 
hold  output  high  and  allow  inventories  to 
grow.  When  they  finally  do  close  plants 
and  lay  off  labor,  the  recession  may  al- 
ready have  hit  bottom.  Increases  in  un- 
employment may  continue  when  other 
indicators  have  already  turned. 

That's  precisely  what  happened  last 
time  around.  The  recession  began  in  the 
fall  of  1973,  but  a  year  later,  unemploy- 
ment stood  at  just  a  little  above  6%.  It 
began  rising  in  September  1974,  and  con- 


tinued to  rise  as  the  recession  bottomed 
in  March  of  1975.  It  peaked  at  8.9%  in 
May,  when  economic  activity  had  al- 
ready begun  to  pick  up.  And  at  year-end, 
when  the  economy,  by  all  other  mea- 
sures, was  heading  solidly  higher,  the 
rate  stood  at  8.3%,  clearly  then  no  indi- 
cator of  the  current  state  of  business 
activity.  Moreover,  early  this  year,  when 
the  first  signs  of  the  current  downturn 
were  beginning  to  show,  the  unemploy- 
ment rate  was  still  falling,  from  5.9%  in 
December  of  last  year  to  around  5.6%  in 
the  second  quarter  of  1979. 

Congress  and  the  White  House  would 
do  well  to  stay  out  of  the  process  that  is 
taking  place  and  permit  the  Federal  Re- 
serve's monetary  restraints  to  take  hold, 
as  they  are  beginning  to  do.  Bankers, 
especially  those  outside  the  money  cen- 
ters, are  responding  to  their  own  spiral- 
ing  money  costs  and  are  beginning  to  cut 
back  on  loans.  To  the  extent  that  such 
developments  are  cooling  off  the  econo- 
my, they  can  be  expected  at  least  to 
retard  if  not  reverse  inflationary  tenden- 
cies, and  they  ought  to  be  allowed  to 
work  out  in  an  orderly  way,  despite  the 
itch  of  the  politicians  to  "do  something" 
as  Election  Day  looms  on  the  horizon. 

This  illusion — encouraged  by  econo- 
mists and  eagerly  accepted  by  politi- 
cians— that  we  can  somehow  "fine 
tune"  the  economy  is  a  pernicious  no- 
tion. That  an  "unemployment"  figure 
that  doesn't  really  measure  unemploy- 
ment can  somehow  be  the  measure  of 
that  fine  tuning  would  be  funny  if  it 
weren't  so  damned  dangerous.  ■ 


Economic  realities  and  political  lag 


i  the  decline  in  the  rate  of  growth  of 
[ross  national  product  this  year,  a 
n  unemployment  seems  inevitable 
e  months  ahead,  with  the  worst  of  it 
t  to  come  in  the  middle  of  the  1980 
dential  campaign.  Incumbents  run 
for  reelection  will  be  hard  pressed 
amp  for  tax  cuts  and  bigger  budget 
its,  which  are  likely  to  have  an  ef- 
alas,  only  after  the  economy  has 
dy  begun  to  improve  without  such 
ilation. 
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If  you  believe,  as  I  do,  that  interest  rates  are 
near  their  peak,  why  knock  your  brains 
out  when  you  can  nail  down  close  to  10%? 

BANK  BONDS : 
A  BEST  BET 


By  Ben  Weberman 


Saving — as  opposed 
to  investing— used 
to  be  easy.  You  took 
your  greenbacks 
down  to  your  friend- 
ly banker  and  he 
paid  you  whatever 
the  going  rate  was — 
4.5%  or  whatever. 
No  decisions.  No 
choices.  How  the 
world  has  changed.  No  longer  do  you 
have  to  settle  for  the  going  savings 
rate.  You  have  a  wide  range  of  savings 
instruments  to  choose  from.  And  by 
"you"  I  don't  just  mean  the  small  sav- 
er. I  mean  everyone  who  has  surplus 
cash,  including  pension  fund  manag- 
ers and  corporate  treasurers. 

To  start:  There  are  26  different  ceil- 
ings on  time  and  savings  deposits. 
There  is  the  basic  passbook  rate  of 
5.25%.  If  you  are  willing  to  commit 
your  money  for  a  period  of  time  you 
may  earn  anywhere  from  5.5%  (for  90 
days)  to  8%  for  eight  years  or  longer — 
higher  for  new,  special  types.  Figure 
in  daily  compounding  and  these  fig- 
ures go  even  higher.  Buy  the  new 
"variable  ceiling"  certificates  due  in 
four  years  or  longer  and  you  get  8.55% 
for  at  least  four  years. 

Or  you  can  buy  those  famous  six- 
month  savings  certificates  whose  in- 
terest rate  is  pegged  to  that  of  six- 
month  Treasury  bills.  The  most 
recent  Treasury  bill  auction  estab- 
lished a  discount  rate  of  10.315%,  the 
simple  interest  equivalent  of  10.73%. 

There  are  no  ceilings  at  all  on  time 
deposits  of  $100,000  or  more.  Same 
with  foreign — Eurodollar — deposits. 
For  people  with  $1  million  or  more  to 
commit  there  are  overnight  repur- 
chase agreements. 

If  you  believe,  as  I  do,  that  interest 
rates  are  near  their  peak,  why  knock 

Ren  Weberman  is  economics  editor  of  Forbes 
magazine. 


your  brains  out  trying  to  figure  out 
which  way  to  go  when  you  can  nail 
down  close  to  10%  for  a  long  period  of 
time  and  with  virtually  equivalent 
safety? 

To  begin  with,  if  you  are  a  small 
investor,  let's  say  with  $10,000  or 
less,  your  best  bet  is  probably  a  fixed- 
income  mutual  fund.  Yes,  you  will 
have  to  pay  a  management  fee  and 
this  will  reduce  the  return  somewhat, 
but  these  funds,  in  effect,  get  all  the 
advantages  big  investors  do  and,  for  a 
fee,  pass  them  on  to  small  investors. 

If  you  have  more  than  $10,000  to 
play  with — even  if  you  have  $10  mil- 
lion— and  are  in  it  for  more  than  just  a 
few  months,  I  suggest  you  consider 
buying  long-term  bonds  issued  by 
commercial  banks. 

Citicorp  and  BankAmerica  have 
each  issued  large  amounts  of  long- 
term  debt  to  help  fund  their  massive 
worldwide  operations.  The  quality  of 
each  bank  is  impeccable.  You  get  al- 
most 10%  on  these  issues. 

Don't  sneer  at  9.8%  or  9.6%.  Sure, 
you  can  do  better  right  now  short 
term,  but  what  happens  when  you 
have  to  roll  over  and  short-term  inter- 
est rates  are  at  8%  or  7%?  Think  in 
terms  of  bonds  issued  by  banks.  They 
cannot  be  called  away  from  you  in  less 
than  ten  years  from  date  of  issue. 

You  can  buy  these  bonds  in  quanti- 
ty. The  market  is  very  active,  so  you 
don't  need  to  worry  about  an  exces- 
sive spread  between  bid  and  asked 
prices.  Banks  of  good  quality  that 
have  broadly  traded  long-term  debt 
instruments  outstanding  are  Bank- 
America,  Citicorp,  Chemical,  Manu- 
facturers Hanover  and  Crocker. 

If  you  are  a  relatively  small  investor, 
say  $20,000,  commissions  will  be  a 
consideration  on  these  bonds.  Stan- 
dard stock  exchange  commissions  on 
20  $1,000  bonds  comes  to  $100.  But  if 
you  plan  to  hold  these  bonds  for  sever- 
al years  the  commission  cost  gets 
spread  out  and  isn't  serious. 

An  advantage  of  these  bonds  is  that 


they  are  highly  liquid.  If  you  want  i 
sell  you  just  call  up  your  broker;  r 
passbooks  to  worry  about,  no  pena 
ties  for  early  withdrawal.  There 
market  risk. 

Citicorp  has  $350  million  of  8.45' 
debentures  which  come  due  in  200 
A  sinking  fund  retires  5%  a  year,  gi' 
ing  the  entire  issue  an  average  life  < 
20  years.  The  debt  security  current 
trades  at  8 6 'A  for  a  yield  to  maturit 
of  9.9%.  Part  of  the  return — the  appr 
ciation  from  86 Vi  to  100  at  redem; 
tion — is  subject  to  lower  capital  gait 
tax  rates.  Even  if  you  count  only  tn 
current  income — that  is  the  $84.5 
annual  interest — the  return  is  9.8' 
on  your  cost  of  $862.50  for  a  $1,0C 
par  value  debenture. 

BankAmerica  debentures  are  equa 
ly  attractive.  A  $200  million  offerir 
of  8.35%  securities  due  in  2007 
trading  at  88  to  yield  9.6%  to  matui 
ty,  including  the  capital  gain  portio: 
On  a  current  income  basis — that  i 
the  annual  interest  of  $83.50  relate 
to  the  cost  of  $880 — the  return 
9.5%.  Both  BankAmerica  and  Cil 
corp  are  rated  Aaa  by  Moody's  an 
AAA  by  Standard  &  Poor's. 

A  switch  on  this  is  to  buy  ban] 
issued  convertible  bonds.  If  you  are  I 
stock  market  type 'this  might  appe 
to  you,  or  if  you  are  worried  aboi 
runaway  inflation  and  want  the  ext: 
protection  that  a  call  on  commc 
stock  supposedly  gives  you.  Of  cours 
you  sacrifice  a  bit  in  yield  to  get  into 
convertible. 

Let's  compare  a  pair  of  straigl 
bank  bonds  and  bank  convertib 
bonds.  Citicorp  has  a  huge  issue- 
$350  million  worth — of  5%%  coi 
vertibles  due  in  2000.  They  trade  . 
76,  for  a  current  yield  of  only  7.5°/ 
which  is  about  two  percentage  poin 
lower  than  Citicorp's  straight  bonds 

Here's  what  you  get  for  giving  d 
this  yield:  the  right  to  convert  eac 
bond  into  24.39  shares  of  commc 
stock.  The  stock  now  sells  around  2 
and  would  have  to  go  to  at  least  3 
before  it  would  pay  you  to  conver 
But  if  Citicorp  flourishes  or  if  fixe 
dollars  become  worthless  it  is  coi 
ceivable  that  the  stock  could  sell  w£ 
above  that.  Other  big  banks  whic 
have  sizable  convertible  issues  ou 
standing  are  Chase  Manhattai 
Northwest  Bancorp,  First  Bank  Sy 
terns  and  Chemical.  If  yield  is  wh; 
interests  you,  stick  with  straight  deb 
There  is,  after  all,  nothing  wrong  wit 
a  guaranteed  return  of  nearly  10%  ui 
less  you  think  we  are  going  to  sin 
into  Argentine-type  inflation.  ■ 
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NOW . . .  "HIGH-LOW 

(flexibly-funded) 

DEFINED  BENEFIT 
KEOGH  PLANS 

allow  self-employed  individuals 
maximum  tax-deductible  contributions 

currently. 


TAX-DEDUCTIBLE  CONTRIBUTIONS 
WITHOUT  LIFE  INSURANCE 


Age  of 
self-employed 
individual 

35 

40 

45 

50 

55 


"High-Low" 
Defined  Benefit 
Keogh  Plans 

$11,235 

$14,473 

$15,064 

$14,797 

$13,332 


Regular 
Contribution 
Keogh  Plans 

$7,500 

$7,500 

$7,500 

$7,500 

$7,500 


"High-Low"  Flexible  Funding:  The  Frozen  Initial  Liability  cost  method  [ERISA, 
TITLE  I,  ACT  SEC.  3.  (31)1  allows  self -employed  individuals  to  vary  the  amount 
of  each  annual  contribution  to  a  Defined  Benefit  Pension  Plan.  Some  years, 
contributions  are  high  as  shown  above;  other  years,  low,  but  always  in  ac- 
cordance with  minimum  funding  requirements.  When  an  employer  elects  to 
make  the  "high"  contribution  for  each  of  the  first  ten  (10)  years,  subsequent 
contributions  will  be  substantially  reduced.  In  any  event,  the  pension  must 
be  fully  funded  at  retirement. 


A  New  York  based  national  bank,  a  member  of  the  FDIC,  is 
Trustee  and  Custodian,  investments  are  in  high-yield  time 
savings  accounts. 


Herbert 
Behrens 

Pensions  Ltd. 

plan  design  and  annual  plan  services, 
including  actuarial  statements 


ACT  NOW! 

write  to  Herbert  Behrens  Pensions 
Ltd.  and  ask  for  a  personal  data  form 
which,  when  completed  and  returned 
to  us,  will  enable  us  to  calculate  your 
(or  your  client's)  maximum  1979  tax- 
deductible  contribution  to  a  Defined 
Benefit  Keogh  Plan. 

Empire  State  Building,  Suite  7518 
New  York,  New  York  10001 
(212)  564-1726 


Profit  from 
our  experience 


Rockefeller  Realty 
Corporation 

Real  Estate  Development, 
Investment,  Services 

□  Developer  and  owner/investor — 
principally  major  new  office, 
commercial,  multi-use  buildings 
and  complexes 

□  Management  and  advisory 
services — real  estate  development 
and  investment 


Rockefeller  Realty 
Corporation 

1 230  Avenue  of  the  Americas 

Rockefeller  Center 

New  York,  N.Y.  10020 

(212) 489-5990 

John  G.  Burnett,  President 

Peter  C.  Haeffner,  Jr.,  Executive  Vice  President 

A  Rockefeller  Realty  Group  Company 


Heart  Disease 

dies  with  the  patient 

Huntington's 

Disease 

kills  on  and  on  and  on. 


NATIONAL 

HUNTINGTON'S  DISEASE 

ASSOCIATION 


Suite  501. 1441  Broadway 
New  York.  NY  10018 
212-966-4320 


CAVIAR  CENTER  USA) 
turn  your  party  into  a  feast 
GENUINE  SCOTCH  *cfl 
SMOKED  SALMON  ^U 

whole  2  lbs.  side 
(serves  8-12) 

The  original,  world-famed 
delicacy  at  the  price  of  local/d?  ^i^0/ 
imitation.  Pink  and  delicate.^ 
Slices  tissue-thin.  Keeps  2 
'weeks  refrigerated. 


m 


IMP  23A^ 


870  MADISON  AVE 
NY  10021 


Stock  Comment 


The  sluggishness  of  large  corporation 
stocks  makes  some  of  them  look  lit 
screaming  bargains. 

BIGNESS 
ISN'T  ALL  BAD 


By  Heinz  H.  Biel 


The  financial 
community  has 
lived  with  the  Dow 
Jones  average  for  so 
many  decades  that 
the  entire  stock 
market  has  become 
identified  with  it. 
Invariably  the  daily 
ups  and  downs  are 
spelled  in  terms  of 
the  DTI,  and  bull  and  bear  markets  are 
defined  by  what  the  Dow  is  doing. 

In  recent  months  this  somewhat 
questionable  yardstick  of  the  market 
has  been  fluctuating  just  about  half- 
way between  the  high  of  the  latest 
bull  market  (1014.79  on  Sept.  21, 
1976)  and  the  subsequent  bear-market 
low  (742.12  on  Feb.  28,  1978).  In  a 
period  of  rampant  inflation,  this  is  a 
rather  pathetic  showing.  No  wonder 
people  take  it  as  proof  that  stocks  are 
a  poor  inflation  hedge. 

Not  all  investors  will  agree  with 
this  judgment,  however.  While  their 
own  experience  may  not  match  the 
sparkling  performance  of  the  more 
speculative  stocks  that  are  traded  on 
the  American  Stock  Exchange  and 
over-the-counter,  most  individual  in- 
vestors have  done,  or  should  have 
done,  better  than  the  DJI,  even  though 
their  portfolios  probably  also  have 
some  Telephone,  IBM  or  Kodak. 

The  trouble  with  the  30  companies 
that  make  up  the  DJI  is  that  they  are 
so  very  big.  Being  mature,  they  tend 
to  lack  the  flexibility  that  younger  and 
smaller  companies  can  enjoy.  For 
some  time  now  the  highlights  of  the 
stock  market  have  been  companies 
that  are  actually  or  potentially  in- 
volved in  takeovers,  mergers  and  the 
like.  Can  you  imagine  anyone  taking 
over  U.S.  Steel  or  buying  up  Sears, 
Roebuck  the  way  the  German  Tengel- 

Heinz  H.  Biel  is  a  tice  president  of  the  NYSE 
firm  of  ] annex  Montgomery  Scott 


mann  Group  is  doing  with  A&P? 

Even  worse,  the  giants  are  not  c 
too  huge  to  be  acquired,  but  t 
themselves  find  it  increasingly  d 
cult  to  make  meaningful  acquisitic 
Some  years  ago  Mobil  bought  Mar 
General  Electric  acquired  Utah  In 
national  and  Standard  Oil  of  Cali 
nia  got  hold  of  a  big  hunk  of  AM 
but  look  at  the  trouble  Exxon  is-] 
ing  acquiring  Reliance  Electric 
ther,  our  government,  claiming  t 
big  is  bad,  is  making  strenuous  eff 
to  break  up  companies  like  AT. 
GM  and  IBM. 

It  is  not  surprising  that  these 
ious  handicaps  afflicting  the 
large  and  dominating  compaj 
have  an  adverse  effect  on  the  rela 
price  performance  of  their  stoi 
The  risks  of  business  are  seri 
enough;  why  buy  into  the  additic 
hazards  of  lawsuits?  Obviously,  i: 
vidual  investors  have  not  been  fa" 
ing  the  biggies. 

The  comparative  sluggishness 
stocks  of  the  very  large  corporati 
makes  some  of  them  look 
screaming  bargains.  For  example,  t 
Ford  Motor,  which,  by  the  way.  is 
in  the  Dow.  I,  as  well  as  many  oi 
people,  don't  have  much  enthusn 
for  the  automobile  industry,  not  r 
because  we  are  in  the  midst  of  a  re 
sion,  but  also  because  profits  per 
are  likely  to  be  less  on  the  smaller  ■ 
that  they  will  build  in  the  Eight 
Yet  isn't  that  rather  adequately 
pressed  in  Ford's  current  price  of 
Earnings  this  year  will  probably 
down  to  "only"  $12  a  share.  Thi 
the  third  year  of  a  profits  decline, 
earnings  may  again  be  lower  in  1? 
The  market  doesn't  like  this  kin< 
record.  Of  course,  Ford  is  a  cycl 
company  and  this  should  be  reflet 
in  the  earnings  multiple  at  whic 
sells.  The  present  P  E  is  well  unde 
how  much  lower  should  it  be? 

By  year-end  Ford's  book  value 
be  about  $88  a  share,  roughly  twics 
present  price.  I  know  that  book  v; 
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jneamngless  unless  a  company  can 
jn  a  fair  profit  on  its  equity.  But 
d  does.  With  some  $4.7  billion  in 

■  till  at  midyear,  the  present  $4 
idend  rate  should  be  safe.  Ford  is 
:  likely  to  become  a  "hot"  stock, 
:  it  should  be  a  comfortable  stock, 
iring  a  generous  return  of  9.2%  and 
dr  appreciation  potential. 

>Jot  aj/1  giants  are  necessarily  pedes- 
tn  stock  performers.  Royal  Dutch 
■oleum  (76),  one  of  the  world's  larg- 
corporations,  has  been  making  all- 
ie  highs  for  the  past  several  years 
[  continues  to  do  so.  Our  stock 
rket,  reflecting  the  generally  xeno- 
>bic  attitude  of  American  inves- 
i,  has  been  treating  Royal  Dutch 
i  a  stepchild,  giving  it  a  lower  rat- 
i  than  is  accorded  our  own  interna- 
lal  oil  companies.  Although  Royal 
2tch  has  been  getting  increasing 
ijognition  lately,  the  stock  contin- 

i  to  sell  at  an  unusually  low  multiple 
ill. 8  times  earnings  of  $19.72  for  the 
^months  ended  June  30.  Using  the 
<  estimate  for  1979,  the  P/E  is  a 
!fre  3.4. 

" he  recent  steep  growth  of  RD's  : 
fits  should  not  necessarily  be  pro- 

ii  ed  into  the  future.  Part  of  it  was  of 
j4,ionrecurring  nature.  Next  year's 
flings  may  well  be  flat,  but  the  in- 
iuational  oil  business  has  become  so 
.■utile  that  all  estimates  are  at  best 
it  cated  guesses. 

ii si  investment  in  Royal  Dutch  does 
I  promise  the  fireworks  of,  say,  a 
'.  ne  Petroleum,  where  drilling  re- 
i  :s  in  the  Beaufort  Sea  can  make  all 
I  difference  between  wealth  and 
lerty.  If  you  want  a  speculative 
nble  with  explosive  potentialities,  | 
|'t  touch  Royal  Dutch.  On  the  oth-  \ 
:  :and  this  stock,  even  at  its  present 

L  is  so  moderately  priced  that  it 
ms  promise  of  further  appreciation 
I  gives  you  a  reasonably  good  ! 
I  i rice  to  keep  ahead  of  inflation, 
l  idends  out  of  1979  earnings  should 

i  lose  to  $6. 

i.  few  words  will  have  to  be  said 

at  the  steels.  They  have  been 
i  mg  the  worst  culprits  to  drag 
ijm  the  DJI,  which  includes  U.S.  Steel 
Bethlehem  Steel.  These  two,  as  well 

■ie  stocks  of  the  other  steel'compa- 
Ik,  are  selling  at  low  multiples  of 
1  l  ent  earnings,  at  a  small  fraction  of 

ir  book  value,  and  they  pay  pretty 

■  ■  dividends.  More  importantly,  the 
■i Is  do  participate  in  bull  markets: 

Steel  and  Bessie  hit  59%  and  48, 
ectively,  in  1976.  Yet  in  spite  of  it 
I  would  rather  not  buy  the  steels, 
someone  else  get  rich  on  them.  ■ 
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HERE  IS  OUR  COMPLETE  RECORD  OF  ALL  NEW  RECOMMEN- 
DATIONS BY  THIS  SERVICE  FOR  1976,  1977,  1978  and  1979. 


RECOMMENDED 

"ricej  1  J  J 

%  Gain 

Date 

Price(1  3) 

—  Loss 

Brooks  Fashion  Stores 

1        C    ~7  C 

1  -  b   /  b 

6  3/8 

20  1/2 

222% 

(l)Genuine  Parts 

1  *  b- / o 

1  3  7/8 

25  3/4 

86 

(2)Channel  Companies 

1    O  1   "7  c 

13  1  /4 

17 

28(2) 

(3)Resistoflex 

1  -2  7-76 

8  1  /2 

22 

1  59(3) 

(4) Peerless  Chain 

1  QIC 

j  -  y  -  /  b 

1  1  3/4 

1  1(4) 

—6(4) 

Pacesetter  Corp. 

3  •  9*76 

2  7/8 

16  3/4 

483 

Varco  International 

3-2  3-76 

1  3  3/4 

25  1/4 

84 

(5)Topps  &  Trowsers 

4-2  7-76 

6  1/8 

5 

—  1  8(5) 

(6)Medical  Computer  Systems 

5-1  1-76 

3  1/2 

5  1/8 

46(6) 

(7)United  Energy  Resources 

5-1  1-76 

1  1  5/8 

49  5/8 

327 

Hickory  Farms  Ohio 

6-22-76 

8  3/8 

14  1/8 

69 

Del  Laboratories 

7-2  7-76 

12  1/2 

16  5/8 

33 

Woods  Petroleum 

9-2  1  -76 

1 8 

33  3/8 

85 

(8)  Voyager  Petroleums 

9-22-76 

7  1/4 

25 

245(8) 

ServiceMaster  Industries 

10-1  2-76 

1  2  7/8 

30  1/4 

1  35 

Shared  Medical  Systems 

1  0-26-76 

12  1/8 

31 

1  56 

(9)American  Family 

1  1  -  9-76 

8 

11  1/2 

44 

C.  H.  Heist 

1  1-23-76 

4  1/8 

8 

94 

Dome  Petroleum 

1  2  -  7-76 

8  1/2 

44  3/8 

422 

Eva  ns- Aristocrat 

1  2-29-76 

6 

14  1/4 

1  38 

Jamesbury 

2-22-77 

8  7/8 

15  3/4 

77 

Daniel  Woodhead 

3-29-77 

5  1/2 

13  3/4 

1  50 

A.  T.  Cross 

4-27-77 

18  5/8 

30  1/4 

62 

(10)Leonard  Silver 

6  -  7-77 

7 

15 

1 14(10) 

Pall  Corp. 

6  -  7-77 

14  7/8 

37  5/8 

153 

Pay  'N  Pak  Stores 

6-21-77 

7  1/8 

18  3/8 

1  58 

Gilford  Instrument  Lab. 

6-21-77 

10  1/2 

15  1/4 

45 

American  Pad  &  Paper 

7-12-77 

1  3 

18 

38 

Acme  United 

8  -  9-77 

6  1/8 

16  1/4 

165 

Postal  Instant  Press 

12  -  6-77 

4  1/4 

7  1/4 

71 

( 1 1  )Preway 

4-25-78 

16  7/8 

29 

72 

C.  R.  Gibson 

4-25-78 

7  1/2 

10 

33 

Conwood 

6-1  3-78 

25  3/4 

29 

1  3 

Zero  Corp. 

12-26-78 

111/2 

20  1/4 

76 

Plenum  Publishing 

1-24-79 

15  1/2 

20  1/2 

32 

American  Income  Life 

2  -  2-79 

15  3/4 

25  1/2 

62 

Lin  Broadcasting 

5-22-79 

38  3/4 

49  1/2 

28 

L.  Luria  &  Son 

5-22-79 

4  5/8 

6  1/4 

35 

Moore  Products 

6-28-79 

18  1/2 

22 

19 

Bolar  Pharmaceutical 

8  -  7-79 

18  1/2 

19 

3 

( 1 2)Save-Way  Industries 

8  -  7-79 

15  1/2 

19  1/4 

24 

(1)  Originally  recommended  as  Motion  In- 
dustries (merger). 

(2)  Sold  out  to  W.  R.  Grace  for  $17. 

(3)  Sold  out  to  UMC  for  $22. 

(4)  Delisted  2-10-77  at  11  bid. 

(5)  Delisted  6-16-77  at  5  bid. 

(6)  Merged  with  Trans  Union  (S>  5  1/8  bid. 

(7)  Originally    recommended    as  Cotton 


Petroleum  (merger). 

(8)  Sold  out  6-20-79  for  $25  Canadian. 

(9)  Adjusted  for  10%  stock  paid  Sept.  1. 

(10)  Delisted  7-1-78  at  15. 

(11)  3  for  2  split,  10-15-79,  record  10-1-79. 

(12)  25%  stock,  10-12-79,  record  9-28-79. 

(13)  Adjusted  for  all  stock  splits  and/or  stock 
dividends.    Bid  price  for  OTC  stocks. 


Our  34  recommendations  for  1976,  1977  and  1978  appreciated  an  average  of 
121%  to  September  12,  1979,  inflation  beaters  par  excellence.  GROWTH 
STOCK  OUTLOOK  is  mailed  twice  a  month.  New  companies  are  listed  when- 
ever a  candidate  meets  our  qualifications.  Subscribers  receive  at  least  30  re- 
ports a  year.  Currently  we  follow  94  fast-growing  companies.  Available  on 
request  is  a  list  of  companies  delisted  from  this  service  since  inception. 
THIS  IS  OUR  FIFTEENTH  YEAR.  We  are  not  "Johnny-come-latelys." 

We  make  no  guarantees,  no  veiled  promises  of  instant  performance.  It 
should  not  be  assumed  that  future  recommendations  will  be  profitable,  or  will 
equal  the  performance  of  present  or  past  listings.  Professionals  from  coast  to 
coast  put  their  money  on  it.  GROWTH  STOCK  OUTLOOK.  Subscription 
is  $64  per  year  (tax  deductible).  Fill  in  the  coupon  and  mail  it  with  your 
check.  As  a  bonus,  full  year  subscribers  receive  fifteen  back  reports. 

GROWTH  STOCK  OUTLOOK  f 
4405  East-West  Highway,  Bethesda,  MD  20014 
□  One  Year  $64    □  Three  Months  $30    □  Foreign  $90  U.S. 
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( Commodities 


The  trader  who  bought  a  silver  contract  in 
January  and  kept  it  until  September  could 
have  realized  a  profit  of  $45,000. 

HOW  TO  TRADE 
A  "SUPER"  MOVE 


By  Stanley  W.  Angrist 

About  once  a  year 
a  sustained  trend 
comes  along  in  the 
commodity  market 
that  is  termed  a  "su- 
per" move.  Some  of 
you  may  remember 
the  50-cent-a-pound 
|S56,000  per  con- 
tract) runup  in  sugar 
prices  that  took 
place  in  1974.  Well,  1979  has  pro- 
duced a  super  move  that  almost  equals 
that  sugar  explosion  five  years  ago. 

Last  January  the  March  1980  silver 
contract  was  trading  between  $6.50 
and  $6.70  per  ounce,  where  it  had 
been  bouncing  around  for  several 
months.  | During  the  preceding  five 
years  silver  had  ranged  between  $4 
and  $6.50.)  But  silver  broke  out  of  this 
range  toward  the  end  of  the  month, 
and  by  the  middle  of  February  it  had 
reached  $8.  By  the  middle  of  July  it 
had  touched  $10  per  ounce  before 
backing  off  about  80  cents.  Then  in 
August  silver  took  off  again,  with  the 
March  contract  exceeding  $16  per 
ounce  in  mid-September. 

The  trader  who  bought  a  single  sil- 
ver contract  in  January  and  kept  it 
until  mid-September  could  have  real- 
ized a  minimum  profit  of  $45,000. 
Even  purchasing  silver  in  late  August 
would  have  produced  a  profit  of 
$30,000  per  contract.  Admittedly, 
moves  like  these  do  not  come  along 
every  day,  but  they  do  occur  often 
enough  to  keep  even  consistently 
money-losing  traders  coming  back  for 
another  try.  But  how  does  one  trade  in 
such  markets? 

Big  moves  like  these  are  most  easily 
caught  by  using  some  systematic 
trend-following  trading  system.  Such 
systems  are  based  on  a  very  simple 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University;  and  the  author  of  Sensible 
Speculating  in  Commodities. 


premise:  Once  a  move  starts,  it  will 
tend  to  persist.  Now  since  no  trend- 
following  system  can  perceive  a  trend 
until  it  is  under  way,  obviously  trend- 
following  traders  cannot  join  a  trend 
until  it  is  pretty  well  along.  Further- 
more, no  system  can  perceive  that  a 
trend  is  over  until  it  has  begun  to 
reverse.  Thus,  trend  followers  must  be 
content  to  take  their  profits  out  of  the 
middle  of  substantial  moves. 

Probably  the  most  widely  employed 
trend-following  methods  involve  the 
use  of  moving  averages.  (A  standard 
moving  average  is  computed  by  add- 
ing a  certain  number  of  days  of  repre- 
sentative prices — such  as  closing 
prices — and  then  dividing  that  sum  by 
the  number  of  days  used  to  compute 
the  sum.)  Frequently  two  or  three 
moving  averages  are  employed  at 
once.  One  popular  method  employs  a 
three-day  and  a  ten-day  moving  aver- 
age; for  example,  if  the  three-day  aver- 
age crosses  the  ten-day  average  while 
moving  up,  that  might  generate  a  buy 
signal.  Point-and-figure  charting  is  an- 
other trend-following  method  de- 
signed to  pick  up  major  moves  after 
they  are  under  way. 

So  far,  so  good.  Pick  your  system 
and  then  just  join  a  trend  after  it  starts 
and  exit  it  after  it  reverses.  But  long- 
time observers  of  market  action  all 
agree  that  commodity  prices  are  in 
trending  modes  only  about  30%  of  the 
time.  The  rest  of  the  time  they  mostly 
wander  about  aimlessly  and  drive 
trend-following  traders  crazy.  So  the 
problem  is,  how  do  you  survive  the 
whipsaws  that  nontrending  prices 
produce  about  70%  of  the  time? 

The  solution  to  that  problem  has 
three  parts:  1)  Losses  should  be  kept 
reasonably  small,  so  that  no  one  loss 
ever  chews  up  a  substantial  part  of 
your  tradmg  capital.  2)  Greed  should 
be  your  touchstone,  that  is,  profits 
should  be  allowed  to  grow  so  that  the 
30%  trending  trades  can  carry  the 
70%  aimless  trades.  3)  Trade  a  portfo- 
lio of  commodities  so  that  your  ac- 


MONEY  &  INVESTMENT! 


count  is  not  dependent  on  the  at 
of  a  single  commodity  on  a  given 
It  is  highly  unlikely  that  ten  comi 
ities  (not  all  foodstuffs)  wouk 
move  against  you  at  the  same  tin 

This  strategy  requires  two  thin 
a  trader:  a  substantial  amount  of 
ital  and  an  even  greater  amoui 
discipline.  The  capital  is  require 
absorb  all  those  small  losses  that 
er  turn  into  trends  while  you  are 
ing  for  the  big  moves.  And  the  c 
pline  is  needed  to  force  yourse 
take  trades  that  your  intuition 
you  are  just  plain  foolish.  [It  hel 
keep  in  mind  that,  if  your  intu 
were  so  great,  you  would  have 
wealthy  long  ago.)  It's  decept: 
easy  to  think  you  can  pick  the 
ners,  and  it's  better  than  even  m 
that  you  will  wind  up  picking  the 
ers  and  letting  the  winners  go  b? 
board.   System  traders  make 
money   by  letting   the  really 
moves — like  silver — pay  for  all  th 
tie  losses. 

A  good  trend-following  system 
places  your  "better"  judgment  w 
set  of  hard-and-fast  rules  that 
you  into  taking  trades  which 
sionally  turn  into  super  moves. 

Should  you  now  employ  a 
trend-following  method  to  trade 
ver?  Not  if  you  want  to  sleep  at  n 
A  prudent  commodity  trader 
leave  silver  and  gold  trading  at 
time  to  the  folks  who  take  the  r 
flights  to  Vegas.  ■ 


Up,  up  and  away 


Everyone  agrees  that  silver  was  ove 
priced  in  mid-September.  But  wh; 
will  happen  when  all  those  longs  ru 
for  the  door  at  the  same  time? 


Dollars  per  ounce 
$13.00  
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Electrical  energy  will  continue 

to  supply  an  increasing 
percentage  of  America's  energy. 

That's  why  Gould  is  developing 
more  and  more  products  for 
the  electrical/electronic  market. 


demand  for  electricity  has 
rly  doubled  in  the  past  ten  years, 
ore  and  more  electronic 
ducts  are  serving  new  needs, 
nd  Gould  is  capitalizing  on 
tiie  growth  opportunities. 

isr  100  new  products 
reduced  last  year. 

insistently  high  investment  in 
i0  and  product  development  has 
::>ed  make  Gould's  sales  grow, 
i  t  year  26%  of  our  sales  came 
m  products  that  were  introduced 


in  the  past  five  years.  Some  recent 
examples  include:  flight  simulators 
for  the  Navy,  mobile  cardiac  output 
computers  and  resuscitators  for 
hospitals,  digital  oscilloscopes 
and  logic  analyzers,  and  traffic 
surveillance  devices  for  police 
departments. 

Last  year  we  spent  $79  million 
in  R&D,  an  amount  equal  to 
78%  of  our  profits. 

That's  more  money,  relative  to 
profits,  than  any  other  billion  dollar 


<er  left:  Gould  flight  simulators  teach 
Navy  pilots  to  fly  without  wings, 
er  left:  We're  one  of  the  world's  largest 
lucers  of  ultra-thin  metallic  foils  used  to  fabricate 
need  high-density  electronic  circuitry, 
t:  Sophisticated  electronic  test  instru- 
ction, such  as  this  digital  storage 
loscope,  is  manufactured  and  marketed 
;  both  in  the  U.S.  and  abroad. 


electrical  manufacturer  spent.  And 
this  year  we're  planning  to  spend 
even  more.  This  commitment  to 
technology  is  paying  off  in  a 
continuing  flow  of  new  product 
developments. 

$125  million  for  capital 
improvements  in  1979. 

To  meet  increasing  demand  for 
Gould  products  we're  making  a  big 
investment  this  year  in  new  plants 
and  equipment.  Plansinclude  11 
new  plants,  six  plant  expansions 
and  five  plant  conversions.  We're 
making  this  investment  now,  to 
keep  earnings  growing. 

Earnings  per  share  have 
grown  at  an  average  annual 
rate  of  13%  since  1968. 

Since  1974  our  dividends  have 
more  than  doubled.  This  strong 
growth  record  is  a  direct  result  of 
our  investments  in  R&D  and  capital 
improvements.  It's  also  based  on 
our  commitment  to  technology 
and  new  product  development, 
concentrated  in  electrical  and 
electronic  products. 

For  more  information  about  our 
company  and  its  products,  write 
Gould  Inc.,  Dept.  FF10, 10  Gould 
Center,  Rolling  Meadows,  Illinois 
60008,  (312)  640-4000. 


■>  GOULD 

An  Electrical  I  Electronics  Company 
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Psychology  <NL  Investing 


The  following  of  cults  of  any  kind  ca 
be  dangerous  for  your  financial  heal 
— especially  now. 

APOCALYPSE 
POSTPONED 


By  S rally  Blotnick 


"Who  rs  responsible 
for  the  economic 
difficulties  the  U.S. 
is  currently  exper- 
iencing?" The  in- 
vestors I  study  pro- 
duced a  variety  of 
answers  to  that 
question.  "The  gov- 
ernment," replied 
61%.  "The  major  oil 
companies,"  said  49%.  The  next  two 
culprits  most  frequently  cited  re- 
ceived 38%  and  22%,  respectively. 
(The  percentages  add  up  to  more  than 
100,  because  many  investors  gave 
more  than  one  answer.) 

The  most  interesting  reply  is  the 
first — the  government — because  the 
portion  of  investors  who  feel  that  it  is 
the  chief  factor  responsible  for  our 
difficulties  has  been  growing  steadily, 
up  from  51%  this  time  last  year,  and 
43%  in  the  fall  of  1977.  Obviously, 
when  the  economy  deteriorates,  peo- 
ple consider  the  government  to  be 
largely  at  fault. 

Do  they,  therefore,  demand  that  the 
government  get  its  nose  out?  No,  that 
would  be  too  logical.  They  want  the 
government  to  fix  the  very  things 
they  blame  the  government  for  doing. 
Alas,  in  claiming  that  the  President  is 
the  source  of  our  woes,  we  are  setting 
the  stage  for  government  to  get  bigger 
and  more  interventionist. 

There  is  a  monumental  irony  here: 
If  the  government  is  not  the  chief 
cause  of  our  current  economic  diffi- 
culties, it  is  more  likely  to  become  so 
eventually  as  it  attempts  to  respond  to 
the  public's  outcry.  "Don't  just  stand 
there.  Do  something.  Anything."  Peo- 
ple are  angry,  people  are  confused. 
And  when  they  are,  they  tend  to  with- 
draw from  the  real  world.  It's  then 

Dr.  Srully  Blotnick  is  a  practicing  psy  chologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing 


that  they  fall  prey  to  the  lure  of  a  c 
They  are  fed  up,  they  say,  with 
ing  unsuccessfully  to  keep  pace  \ 
inflation,  and  42% — the  largest  m 
ber  I've  recorded  in  nearly  two 
cades  of  keeping  track — tell  me  t 
have  finally  given  up  on  traditic 
investment  areas  altogether.  Art, 
cious  metals  and  stamps,  for  insta: 
now  seem  to  be,  as  one  put  it, 
last,  safe  place  to  park  your  mone- 
In  times  like  this  all  too  many  ] 
pie  fall  back  on  simple  answers 
the  psychology  that  made  culn 
and  intelligent  Germans  folio* 
madman  in  1932,  that  made  freed 
loving  Americans  rally  around  the 
rant  demagogue  Joe  McCarthy.  "N 
of  this  is  an  accident,"  said  a 
York  model  complaining  about  ir 
tion.  The  crucial  issue  here  is  con 
They  know  they  don't  have  com 
so  they  assume  someone  else  m 
Who?  The  oil  companies,  of  cot 
the  establishment,  the  capitalists, 
liberals,  the  intellectuals,  the  com 
nists — it  doesn't  really  matter.  W 
matters  is  that  intelligent  people  s 
to  talk  and  think  like  one  of  the  m 
bers  of  my  sample  who  said  fli 
"These  things  [inflation,  higher 
prices]  don't  just  happen.  Some 
makes  them  happen." 

You  want  an  easy  answer?  Tl 
are  plenty  of  people  around  willin 
sell  you  an  easy  answer.  Just  buy  t 
books  or  subscribe  to  their  new; 
"ters.  These  fellows  are  the  Jim  Jon 
of  business,  the  Werner  Erhard: 
finance.  They  can  foretell  the  futu 
and,  boy,  is  it  scary!  The  most  tr 
result  of  swallowing  their  pitch  is 
you  will  cling  to  them.  They  un 
stand  how  the  villain  works  and 
be  only  too  happy  to  slay  the  dra 
on  your  behalf,  or  tell  you  how  to- 
a  fee. 

As  long  as  you  are  scared  and: 
gry — afraid  of  what  is  going  to  hap 
to  you  during  the  coming  recess 
and  angry  that  you're  being  vie" 
ized  by  forces  over  which  you'v 
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jj  e  control — you'll  cling  to  such  a 
jj:  leader.  What  is  always  neatly 
Wrlooked  is  the  fact  that  he  might 
t  awing  your  troubles  in  the  first 
jj:e,  by  scaring  the  hell  out  of  you. 
I  he  following  of  cults  of  any  kind 
|  be  dangerous  for  your  financial 
1 1th — especially  now.  At  some 
lit  in  the  business  cycle,  pessi- 
ijm  is  no  longer  justified.  The  peri- 
fj  )f  economic  contraction  will  have 
;  e  far  enough  so  that  a  rebound  can 
It  being  reasonably  anticipated.  It 

i  len  that  cult  followers  experience 
*  r  real  moment  of  crisis:  Can  they 
Mtch  from  pessimism  to  optimism, 
iltie  economic  outlook  on  the  hori- 
:  begins  to  brighten? 

heir  cult  leader  cannot.  His  pessi- 

I  m  wasn't  "timely" — he  didn't 
jit  espousing  it  just  as  economic 
aiitions  began  to  deteriorate.  Quite 
9  contrary,  he  had  been  yelling 
Be  sky  is  falling!"  for  years,  even 
Ejides,  until  the  public  "discovered" 
U,  thinking  he'd  only  recently  ar- 
id at  that  view.  What  they  don't 
Mize  is  that,  for  him,  it  is  a  perma- 
m.  state  of  mind. 

ftsides,  once  the  fear  and  anger 
In  caused  his  followers  to  flock  to 
t|  dissipate,  so  will  his  cult.  He  has 
hsted  interest  in  keeping  you  anx- 

ii  and  angry,  so  that  you  will  not  be 
up  ted  to  go  it  alone. 

me  current  recession  was  long  in 
ring  and  every  sign  of  its  arrival 
i;ived  unparalleled  publicity.  A  rec- 
r  number  of  people  lost  their  tradi- 
i'al  investment  bearings  this  time 
!  nd.  Those  who  turned  to  financial 
i:  leaders  for  guidance  will  soon  face 
jincial  test:  Can  they  separate 
lliselves  from  a  gloomy  view  that 
tiinues  to  serve  their  psychological 
his,  but  ignores  an  improving  eco- 
:  ic  reality?  Probably  not. 

II  you  believe  that  gold  (or  dia- 
fijds  or  houses  or  antique  cars)  is 
l  solution  to  your  investment  prob- 
jfi  and  that  the  "stock  market  is 
lil.,"  you  are  going  to  find  yourself 
li  ouble  in  the  near  future.  Don't 
ilpt  that  gold  lost  nearly  half  its 

I  e  during  the  economic  recovery  of 
!■>  and  1976  while  the  stock  market 

!ily  doubled.  My  data  from  past  re- 
.  ions  indicate  that  most  investors 

I I  fall  in  with  cult  leaders  stay  too 
|:|  and  suffer  during  the  subsequent 
i  cet  recovery. 

H  short,  it  is  time  to  say  goodbye  to 
(lard,  Harry  and  Jim.  They  have 
!  ved  their  usefulness.  And  the 
I  it  they  pose  to  your  finances  is 
i  ing  each  day.  ■ 


Value  Line  looks  at . . . 

Major  Stocks  With 
P/E's  Under  5  And 
Yields  Over  6% 

Plus  the  potential  to  double  in  price, 
we  estimate,  within  3  to  5  years. 

Among  1700  major  stocks  under  its  continuing  review,  The  Value  Line  Investment 
Survey  finds  . . . 

•  131  stocks  are  selling  at  less  than  5  times  estimated  current  earnings...  compared  with 
past  P/E  ratios  up  to  20  times  or  higher.  (Value  Line  8/31/79.)  " 

•  88  of  these  low-P/E  stocks  also  offer  Appreciation  Potentials  in  the  next  3  to  5  years  of 
more  than  100%  . . .  based  on  Value  Line's  estimates  of  their  earnings  and  P/E  ratios  in 
that  future  span.  (21  offer  long-term  Appreciation  Potentials  of  more  than  200%.) 

•  In  addition,  a  significant  minority  of  these  "combination"  stocks  currently  yield  from  6% 
to  10%,  based  on  our  estimate  of  dividends  in  the  12  months  ahead.  (In  many  of  these 
stocks,  moreover,  we  look  for  sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

But  we  urge  you  not  to  leap  into  stocks  like  these,  good  as  they  may  sound,  without  also 
checking  Value  Line's  current  ratings  for  Probable  Price  Performance  and— most  im- 
portantly— Safety.  This  is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of  EACH  of 
1700  stocks  relative  to  all  the  others,  as  follows  . . . 

a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years— showing  the  future  "target" 
price  range  and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  latest  quarterly  results  against  a  year  ago. 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— including  22  series  of  vital  financial  and  operat- 
ing statistics  going  back  1 5  years  and  estimated  3  to  5  years  ahead.  About  130  new  full-page 
Reports  like  this  are  issued  each  week  . . .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  are  Invited  to  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10 weeks  for  only  $33— about  HALF  the  regular  rate— if  no 
member  of  your  household  has  had  a  Value  Line  subscription  in  the  last  two  years. 
You  receive,  as  a  bonus,  Value  Line's  2400  page 
Investors  Reference  Service  incuding  our  latest  full- 
page  Ratings  &  Reports  on  each  of  1700  stocks— fully 
indexed  and  looseleaf-bound  for  your  quick  and  easy 
reference. . .  and  systematicaly  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  (It  takes  only  30 
seconds  to  replace  the  old  Reports  with  the  new  in 
your  binder.)  All  this  material  is  so  organized  that  you 
can  quickly  find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying  selling,  or  equally  import- 
ant, holding. 

And— as  an  exfra  bonus— you  will  also  receive  Evaluating  Common  Stocks, 
by  Arnold  Bernhard,  Value  Line's  founder  and  research  chief.  This  96-page 
book  explains  how  even  inexperienced  investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Performance  in  next  12  months),  the 
other  for  Safety.  This  book  is  YOURS  TO  KEEP  even  if  you  return  the  other 
material  under  your  money-back  guarantee. 
This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation— and  to  pinpoint  the  current  list  of  low-P/E  "combination"  stocks 
referred  to  above — mail  the  coupon  today. 


(That*  Pa«e*  Ar«  Raducad  From  Aciual  8'V  « 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avnue,  •  New  York,  N.Y.  10017 

□  Begin  my  10  week  trial  to  The  Value  Line  Investment 
Survey  (limited  once  to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above.  Check  for  $33  is 
enclosed.  (Trial  subscriptions  must  be  accompanied  by 
payment.) 

SPECIAL  EXTRA  BONUS  SIGNATURE  

This  famous-make   pocket-size  ■>—•_  UMC 
ELECTRONIC  CALCULATOR  (with  full  * 


memory)  given  to  you  when  you  order  coa.oo     NAME  (please  print) 

The  Value  Line  Investment  Survey  for  |  -~  ~  ™  ™ I ° " 
one  year — and  send  payment  now. 


□1  year  for  $315.  My  payment  is  enclosed—  ADDRESS  APT.  NO. 

send  me  the  CALCULATOR  as  my  extra  special  bonus  

(There  are  no  restrictions  with  this  annual  subscription.)  Q|jy                                STATE  ZIP 
□Enter  my  subscription  now  Bill  me  for  $315.                 GUARANTEE:  If  dissatisfied  for  any  reason.  I  may 
(Does  not  include  he  c^f°rJ                              return  material  within  30  days  for  full  refund  of  the  fee 
Subscription  tax-deductible  and  non-assignable  Foreign  rates  on  .  h_wa  „„iH                       '  0-  act  c 

request.  (NY  residents  add  sales  tax.)  i  nave  paio.  J1  or  I  P 
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Don't  take  old  age 
sitting  down! 

Right  now  millions  of 
Americans  are  being 
forced  to  sit  back  and  rock 
their  lives  away.  Simply 
because  they're  older.  Stop 
and  think  about  it! 

It's  going  to  happen  to 
you.  You're  going  to  be 
"older"  someday. 

And  you're  going  to 
have  to  face  the  same  prob- 
lems that  exist  today.  Unless 
you  start  changing  your 
attitudes  about  aging  now. 
Get  rid  of  your  stereotypes. 

Try  and  imagine  what 
you'll  be  like.  What  you'll 
want  to  do.  What  you'll 
want  to  contribute.  That's 
all  we  ask. 

But  you'd  better  hurry. 

If  you  don't  want  to  take 
your  old  age  sitting  down, 
get  off  your  rocker  and 
separate  the  facts  from  the 
myths. 

For  more  information 
on  what  you  can  do,  write: 
The  National  Council  on 
the  Aging,  Inc.  Box  28503, 
Washington,  D.C.  20005. 


Get  off  your  rocker. 


National  Coaxal 
on  the  Aging  Inc 


APuCAc  Serviced 

T>vs  Magazne  & 

The  Advertisng  Couid 


By  Martin  T.  Sosnoff 


Market  trends 


Time  and  inflation  have  made  up  for  ove 
paying  [for  acquisitions],  and  for  tho. 
who  got  control  of  cash-flow  machines, 
has  been  a  bonanza. 

SPIRIT  OF  '29 


paper  becomes  10%  paper  at  the 
torn  of  the  interest-rate  cycle.  S 
equity  equivalent  investment  car 
very  profitable  //  you  know  w 
you're  doing,  as  the  rating  agencies 
three  years  behind  the  realities  oi 
sessing  financial  worthiness. 

Warren  Buffett,  writing  in  tl 
pages  recently  (Aug.  6,  p.  25),  nc 
that  it  is  better  to  own  a  mina 
position  in  a  stock  bought  at  a 
count  than  to  go  for  control  and  p. 
substantial  premium.  The  cow 
arithmetic  of  the  late  Sixties  is  a 
of  our  financial  history.  For  those  c 
glomerators  who  shot  from  the 
the  carrying  costs  of  bad  acquisiti 
ate  them  alive.  But  time  and  infla' 
have  made  up  for  overpaying,  anc 
those  operators  who  got  contro 
cash  flow  machines,  it  has  bee 
bonanza. 

In  short,  the  sub-rosa  guys  of 
Sixties  matured  like  a  good  Borde 
and  emerged  as  the  smart  operatoi 
the  late  Seventies.  By  the  early  Ei 
ies  these  boys  will  be  tapped  as 
pundits  of  the  business  world  and 
up  to  the  Ivy  League  B  Schools  to 
it  like  it  is.  Henry  Singleton,  sit 
alone  in  his  office  playing  electn 
chess,  underwent  this  transmutat 
with  Teledyne  emerging  as  the  IBP 
the  secondary  stocks,  but  hardly  o 
owned  as  yet. 

So  time  and  inflation  and  und 
cated  cash  flow  have  proven  Bu 
wrong.  It  was  better  to  overpay  f 
big,  stodgy  insurance  underwriter 
years  ago  than  to  be  a  silent  mine 
investor.  He  knows  this.  The  c 
insurance  underwriter  of  any  size 
almost  failed  to  make  it  through 
down  cycle  was  GEICO,  a  comp 
that  Wall  Street's  insurance  spec 
ists  believed  had  great  professit 
management. 

Ask  Saul  Steinberg  of  Relis 
Group,  Singleton,  or  Schaffenbergj 
City  Investing  about  owning  in 
ance  companies.  Larry  Tisch 
Loews  is  an  even  better  example. 


On  the  eve  of  the 
Great  Crash,  Gold- 
man, Sachs  under- 
wrote its  own  in- 
vestment company 
and  the  public 
fought  to  own  a 
piece  of  it.  Investors 
paid  a  heady  100% 
premium  over  book 
value  to  have  Goldie 
as  their  investment  adviser.  Shortly 
thereafter,  the  crash  trimmed  the  pre- 
mium and  perhaps  some  musty  statis- 
tics volume  reveals  what  was  eventu- 
ally salvaged. 

Today,  the  Merrill  Lynch  bulls 
wade  through  the  beach  waters,  and 
few  of  us  fear  it  is  quicksand.  But  if 
you  are  on  margin,  the  broker  loan 
rate,  approaching  13%,  is  a  shoe  that 
pinches.  There  is  $12  billion  in  mar- 
gin debits  that  must  consider  the  ex- 
act state  of  their  belief  in  America's 
future.  Do  you  sell  IBM  or  one  of  your 
ragamuffins  to  reduce  indebtedness? 
The  demise  in  casino  goods  seems 
closely  related  to  the  carrying  costs  of 
the  speculators. 

Anyone  with  a  sense  of  economic 
history  is  compelled  to  compare  the 
present  cycle  with  the  past.  The 
prime  rate  is  perilously  close  to  its 
peak  in  1974.  Some  money  market 
instruments,  like  Treasury  bills  at 
11%,  have  breached  their  1974  highs. 
Because  there  is  so  much  sidelined 
money  around,  the  long-maturity 
bonds  are  still  hanging  in,  with  triple- 
A  telephone  paper  creeping  up  to  the 
10%  level.  Meanwhile,  the  junk  bond 
paper  is  at  13.5%  and  rapidly  ap- 
proaching what  I  consider  the  exis- 
tential level  of  15%.  This  is  the  point 
where  you  bet  the  paper  stays  out  of 
default  for  three  years  and  the  15% 

Martin  T  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 
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lght  control  of  CNA  Financial  at 
;  bottom  of  the  cycle  for  next  to 
f  iling.  First  it  disappointed  him  and 
jn  it  turned  around.  It  looks  as 
I  ugh  he  could  be  taking  out  a  hun- 
rd  million  per  annum  in  dividends 
i  Dre  too  long. 

lie  lure  of  undedicated  cash  flow  is 
i  at  turns  on  good  operators  and  it  is 
liy  they  pay  premiums  for  control. 
j  ;ir  imagination  runs  so  far  ahead  of 

I  ir  pocketbooks  that  it  is  axiomatic 
ly  must  have  a  credit  card  to  buy 
ij  t  season's  new  fashions.  The  in- 
U  ince  industry  has  net  cash  invest- 
nt  income  running  at  a  $13  billion 

}  and  growing  anywhere  from  10%  i 
312%  annually,  depending  on  how 
jtressive  the  underwriting  is — and 
ji:  allows  a  lot  of  glad  rags.  This  cash 
mr  is  the  equivalent  of  the  entire 
Bsion  fund  sector  and  substantially 
li'e  than  the  mutual  funds, 
ijlmost  all  the  conglomerates  sell  at 
ipelow  book  value.  If  you  think 
ajse  companies  can  invest  your 
kaey  better  than  you  can,  then  they 
[►better  than  mutual  funds,  which 
i  at  net  asset  value,  overdiversify, 
irge  management  fees  and  have  up- 

I I  loading  charges  on  subscription, 
j  ict,  the  conglomerate  that  is  most 
srly  priced  is  Teledyne.  It  sells  at 
lie  than  IV2  times  book  value.  Ad- 
jl.edly,  the  balance  sheet  is  respect- 
:  and  there  is  a  couple  of  hundred 

ion  in  cash  in  the  till.  But  Tele- 
Mz  is  really  closer  to  that  1929  Gold- 
It.,  Sachs  Trading  Co.:  Its  premium 
iti  o  great;  you  pay  for  star  quality. 

>wn  Teledyne  big,  but  I'd  rather 
I  the  guys  who  get  a  bad  press  or 
;  y  pick  up  the  phone  for  anyone, 
•li.r  stocks  sell  at  hated-tyrant  mul- 
cts— three  to  four  times  next  year's 
nings  and  below  adjusted  real  book 
die — Loews,  Reliance  Group  and 
'.  >gram  Industries.  There  are  oth- 
:  Their  individualistic  bent  is  a  vo- 

I  »us  appetite  for  buying  their  own 
f  ties  and  enhancing  book  value 
i  cash  flow.  What  more  do  you 
i  to  know? 

iiie  Posners  own  5%  to  20%  of 
: Hist  everything  that's  cheap.  Re- 

II  y  they  bought  a  piece  of  City 
!  sting,  a  little  too  stodgy  for  me, 
1  ndicative  of  who  thinks  what  is 
ip.  Tisch  owns  a  piece  of  Reliance, 
I;. nee  owns  a  piece  of  Penn  Cen- 
i  Teledyne  owns  Kidde.  The  real 
:  i-y  managers  are  the  operators  of 
1  flow  machines.  As  long  as  the 
1  s  sell  under  book,  you  play.  Even- 
•  y,  everything  gets  overdone,  like 
j  man,  Sachs  Trading  Co.  ■ 


If  the  majority 
was  always  right, 
the  majoriiy 
would  be  rich. 

M 


Contrafund  goes  against  the  majority. 
We  seek  growth  from  industry  groups  and  stocks  that  are  currently 
out  of  favor,  but  which  our  management  sees  as  undervalued.  Support- 
ing this  philosophy  is  our  11-year  record  against  the  market  averages. 
The  minimum  initial  investment  is  $500,  and  there  is  no  sales  charge. 
If  you're  in  the  independent-thinking  minority,  call  toll-free  today. 

Call  Free  (800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


■  Fidelity  Contrafund 

82  Devonshire  St.,  Box  832,  Dept.  JB  101579 
Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees,  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 
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City  State  Zip 

Retirement  Plan  Information:  KeoghD  IRAQ  403BD 

FIDELITY  GROUP  Over  $5  billion  of  assets  under  management. 


I 
I 


PU1 

Railcar  Management  Inc. 

Covered 

Hopper 

Railcar 

Management 
Program  79-1 

$59,388,750 

Price 

$47,511  per  unit  (one  railcar) 

Now  Available 


This  advertisement  is  neither  an  offer 
to  sell  nor  a  solicitation  of  an  offer 
to  buy  any  of  these  units.  The  offer  is 
made  only  by  the  Prospectus  and 
only  in  those  states  where  the  units 
may  be  lawfully  offered  or  sold. 

The  Program  will  manage  and 
lease  to  various  shippers  and 
railroads  covered  hopper 
railcars  on  behalf  of  investor- 
owners.  Any  revenues  and 
expenses  from  the  railcars  in 
the  Program  will  be  shared 
on  a  pro  rata  basis. 

For  Prospectus,  send  coupon,  or  call 

RM  Securities  Corp. 
50  California  Street,  Dept.  A 
San  Francisco,  CA  941 1 1 
(415)  989-4620 


Name. 


Address. 
City  


1 


.State. 


.Zip. 


Telephone  

The  purchaser  of  a  unit  must  represent  that  (a)  he  has  a  net  worth  of  at  least  $100,000  (exclusive  of  home,  fur- 
nishings and  automobiles)  and  an  annual  gross  income  of  at  least  $40,000  or  an  annual  gross  income  some  part  of 
which  will  be  subject  to  federal  income  tax  at  the  marginal  rate  of  39%  or  more;  or  (b)  a  net  worth  (exclusive  of 
home,  furnishings  and  automobiles)  of  at  least  $150,000. 
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Financial  Strategy 
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What  we  have  here  is  one  more  gimmicky 
investment  'product/' 

SELLING 
OPTIONS 


By  John  Train 


From  time  to  time 
in  this  space  (June 
26,  1978;  Oct.  16, 
1978),  I  question  the 
notion,  encouraged 
by  some  brokers, 
that  investors  in 
general  can  make  a 
virtually  risk-free 
15%  or  so  a  year  by 
selling  options  on 
their  portfolios — to  other,  dumber  in- 
vestors, presumably.  It's  like  the  old 
poker  joke:  "Let's  play  carefully,  boys, 
and  maybe  we  can  all  win  a  little." 

Since  this  fad  is  still  popular,  I  have 
received  a  certain  amount  of  mail  on 
the  subject. 

I'm  not  too  impressed  by  histories 
of  profitable  operations  for  a  year  or 
two.  A  complete  statement  of  many 
years  of  successful  operations  by  a 
particular  firm  would  really  be  inter- 
esting to  receive.  Or  a  theoretical 
study  (which  can  be  attested  to  by  an 
independent  mathematician)  proving 
that  option  writers  as  a  class  do  better 
than  if  they  just  sat  still  with  their 
holdings  and  did  not  sell  the  options. 

A  remarkable  letter  arrived  from 
Max  D.  Kime  Jr.:  "When  I  was  a 
stockbroker  with  [a  famous  brokerage 
house]  here  in  Indianapolis,  I  cursed 
you  and  your  Forbes  column  regular- 
ly, especially  your  compelling  piece  a 
year  ago  on  covered  call  option  writ- 
ing. As  a  broker,  this  was  my  special- 
ty and  one  reason  I  left  a  successfully 
built-up  clientele  was  that  I  knew  you 
were  right.  I  am  now  a  trust  officer  at 
[a  prominent  bank]." 

In  an  earlier  column  I  cited  a  major 
study  in  the  April  1 978 Journal  of  Busi- 
ness of  the  University  of  Chicago, 
which  demonstrated  that  the  return 
on  selling  covered  call  options  turns 

John  Train  is  president  of  Train,  Smith,  lm>est- 
ment  Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


out  to  be  4%  lower  per  year  than 
owning  the  underlying  stocks  without 
selling  options,  and  before  consider- 
ing the  costs  involved. 

A  careful  article  by  Frederic  S.  Daw- 
son of  American  National  Bank  & 
Trust  in  the  Winter  1979  issue  of  the 
!  Journal  of  Portfolio  Management  car- 
j  ries  the  subject  further.  This  study 
I  uses  probability  analysis  and  actual 
!  experience  to  conclude  that,  while 
there  are  a  number  of  uncertainties 
about  the  business  that  make  it  hard 
to  measure,  'it  does  not  appear  that  a 
I  continuous    covered  option-writing 
program  can  improve  portfolio  (or 
stockl  returns  but  that,  in  fact,  expect- 
ed returns  are  reduced." 

That  study  also  points  out  that 
there  has  been  a  declining  reward  for 
option  writers  as  more  and  more  writ- 
ers have  come  into  the  market  en- 
couraged by  the  brokers  specializing 
in  this  traffic,  and  that  as  a  result,  "it 
appears  that  any  return  statements 
based  upon  past  premium  levels  are 
likely  to  overstate  the  premium  in- 
come actually  available." 

In  one  of  the  earlier  columns,  I  ran 
the  performance  results  for  the  year 
ended  June  1978  of  the  five  mutual 
funds  in  the  option-selling  business, 
as  calculated  by  Thomas  C.  Noddings, 
a  Chicago  investment  adviser.  It 
turned  out  that  the  total  return  to  the 


shareholders  of  those  funds  di 
their  first  year  averaged  3.6%. 

Furthermore,  the  shareholders 
been  subject  to  an  annoying  prac 
In  order  to  provide  an  apparent) 
come,"  the  funds  (all  of  which 
"Income"  in  their  names)  pay  out 
able  capital  gains  that  they  have 
ized,  while  retaining  loss  posit 
As  a  result  the  investor  pays  tax> 
would  not  otherwise  have  had  ta 
has  the  impression  that  he  is  ma 
an  "income."  To  some  extent  ti 
really  a  taxed  return  of  his  capita 

Noddings,  in  The  Market  Chroni, 
June  14,  1979,  has  further  studie 
records  of  the  existing  funds  in 
siderable  detail.  I  recommend 
analysis  to  students  of  the  sul 
although  it  is  not  exactly  charita 

"The  world  of  investing  has  al 
been  plagued  by  charlatans  pedl 
financial  fantasies  to  the  invest 
public,"  he  says.  "Their  objective 
simply  transfer  money  from 
bank  account  to  theirs.  The  lists 
tion  market  is  no  different,  ej 
that  it  is  exceedingly  difficult  fc 
average  investor  to  evaluate  the 
and  rewards  of  an  option  strate 
compared  to  conventional  in 
ment  instruments  like  stocks 
bonds." 

Anyway,  another  year  has 
gone  by,  and  here  are  the  results 
inception,  including  the  effect  c 
loading  charge,  of  the  same 
whose  results  were  printed  last 
They're  a  long  way  from  prov 
investors  the  hoped-for  15%  pe 
num  return.  What  we  seem  to 
here,  in  fact,  is  one  more  gimn 
investment  "product." 

Maybe  the  return  will  imprc 
the  market  continues  to  rise.  O 
other  hand,  so  will  the  opport 
cost.  Selling  calls  on  your  por 
means  you  cut  your  profits  (altb 
not  your  losses!.  ■ 


Tally  sheet 


/ 


Results  of  a  group  of  option-selling  mutual  funds  range  from  less 
than  1%  to  just  6%  over  a  24-month  period. 


Original 

Net 

Cash 

Adjusted 

Starting 

issue 

asset 

distri- 

net asset 

T 

date 

Fund 

price* 

valuet 

butions 

valuet 

rei 

4/77 

Colonial  Option  Income 

S12.50 

Si'.  - 

S2.58 

S13.26 

6 

6/77 

Federated  Option  Income 

15.00 

13.08 

2.04 

15.12 

a 

6/77 

Kemper  Option  Income 

15.00 

12.74 

2.71 

15.45 

3 

10  77 

Oppenheimer  Option  Income 

25.00 

22.99 

3.42 

26.41 

5 

6/77 

Putnam  Option  Income 

15.00 

13.41 

2.36 

1577 

5 

Average 

4 

'Includes  8.5%  load  charge.  tAsof6  30  79.  Net  asset  value  plus  cash  distributions  equals  ad 
net  asset  value.    tOn  original  issue  price  over  24  months. 
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ALCO  STANDARD  HEADED 
FOR  BEST  YEAR  EVER 


xl  sales,  earnings  and  earnings  per  share  for  the  third 
er  and  9  months  ended  June  30th  are  expected  by  Alco 
ilard's  management  to  carry  the  company  to  its  most 
issful  year  ever. 

•enues  for  the  latest  9  months'  period  equaled  $1.4  billion 
iared  to  $  1.1  billion  in  the  same  period  of  the  prior  fiscal  year, 
ij  operating  income  for  the  9  months'  period  was  $34.4 
In,  or  $3.44  per  share,  versus  $30.1  million,  or  $2.81  per 
j  a  year  earlier.  Net  operating  income  and 
lgs  per  share  from  operations  exclude  non- 
ting  income  gains  in  both  1978  and  1979 
ing  from  sales  of  certain  coal  properties. 


Ul    .,'  —  .<,■    i  /(   I  11  \ 

ALCO 

The  Corporate  Partnership  TM 

Valley  Forge,  Pennsylvania 

Serving  the  areas  of  Manufacturing,  Distribution,  and  Resources 


For  the  third  quarter,  record  levels  of  incoming  orders 
were  realized  on  a  broad  basis  throughout  the  company,  with 
particularly  strong  results  achieved  by  the  paper,  metal  and 
health  services  distribution  units  and  by  the  capital  goods 
manufacturing  companies.  The  quarter  produced  good  results 
for  a  majority  of  the  company's  manufacturing  and  distri- 
bution operations. 

If  you  would  like  to  know  more  about  Alco  Standard,  we 
invite  you  to  write  for  our  1978  Annual  Report 
and  1979  Third  Quarter  Interim  Report.  Alco 
Standard  Coiporation,  Dept  F4,  Box  22479,  Cleveland, 
Ohio  44122. 
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Dont  worry  about  a  collapse  in  the  mark  i 
once  earnings  hit  the  skids  under  the  ir. 
pact  of  the  recession. 


A  MAJOR  TURN 
IS  NEAR 


By  Myron  Simons 


The  U.S.  is  in  the 
midst  of  a  change  in 
its  Middle  Eastern 
policy.  Ordinarily, 
such  political  events 
don't  have  much 
impact  on  the  stock 
market,  but  any- 
thing in  the  Middle 
East  reeks  of  oil,  and 
of  potential  eco- 
nomic problems.  So  until  the  Admin- 
istration threads  its  way  onto  a  path 
that  will  please  the  Arab  oil  producers 
without  alienating  Israel  and  Egypt,  I 
there  are  likely  to  be  some  rough  mo- 
ments that  will  keep  the  stock  market 
nervous.  In  the  circumstances,  cau- 
tious investors  should  either  wait  un- 
til our  policy  unfolds  or  confine  their  I 
purchases  to  energy  related  stocks. 

However,  it's  only  a  matter  of  a 
relatively  short  period  of  time  until 
we  know  where  we  stand.  After  that,  j 
the  market  has  a  lot  going  for  it,  now  | 
that  the  long-awaited  recession  is  un- 
der way.  No,  that's  not  simply  a  state- 
ment of  contrary  thinking.  The  fact  is  1 
that  in  each  of  the  last  five  business 
tumdowns  [1957,  1960,  1967,  1969 
and  1974),  the  market  turned  upliefore 
the  pressure  on  earnings  was  over.  (Of  i 
course,  in  looking  at  the  earnings  fig-  I 
ures,  it  is  necessary  to  take  major 
trends,  because  there  have  sometimes 
been  unusual  temporary  fluctuations.) 

Don't  worry  about  a  collapse  in  the  i 
market  once  earnings  begin  to  hit  the 
skids  under  the  impact  of  the  reces- 
sion. In  all  five  of  the  past  cases,  the 
market  started  down  long  before  earn-  j 
ings  showed  the  slightest  sign  of 
weakness.    The    Dow  industrials 
peaked  as  much  as  2 14  years  before 
the  first  quarter  of  year-to-year  down-  ] 
turn  in  earnings  1 1974)  and  as  little  as 
IV*  years  in  advance  (1967,  1969).  The 

Myron  Simons  is  a  vice  president  of  the  XY'SE  1 
firm  of  Cowen  &  Co. 


market  is  very  nervous  about  the 
sibilities  of  recession.  In  fact,  it  so 
times  goes  too  far,  forecasting  b 
ness  slowdowns  that  never  hap 
But  it  certainly  starts  preparing 
before  earnings  begin  to  weaken. 

Conversely,  by  the  time  the  bot 
of  the  slide  in  earnings  has 
reached,  the  market  typically 
been  solidly  on  its  way  up.  The 
point  in  earnings  was  reached  n 
than  a  year  after  the  market  had  s 
ed  up  in  1966.  The  shortest  lead 
was  in  1957,  when  the  market  sta 
up  only  four  months  before  earn 
hit  bottom.  In  other  words,  the 
ket  does  what  it  is  supposed  to  d 
anticipates.  It  anticipates  the 
ings  decline  and  then  anticipates 
recovery. 

Sometimes,  of  course,  the  ma 
gives  off  confusing  signals.  Su< 
case  was  in  1970.  Earnings  hit 
low  in  the  March  quarter  of  1970, 
months  before  the  May  low  ofi 
stock  market.  Remember  tha 
that  1970  was  an  unusual  yea 
which  earnings  dipped  again  in 
third  quarter,  after  a  second-qu. 
comeback.  If  we  use  the  third  qua 
the  market's  bottom  was  two  ma 
before  the  bottom  for  earnings. 

Since  it's  hard  to  tell  just  how 
it  will  take  earnings  to  end 
downturn,  we  may  be  able  to  j 
better  sense  of  timing  from  lookij 
how  the  market  behaves  thefirst 
there's  a  down  tick  in  earnings 
the  same  quarter  of  a  year  earlie 
four  out  of  the  five  cases  (196 
again  being  the  exception)  the 
started  up  before  the  first  quar 
downturn.  Unfortunately,  the  ba 
average  isn't  perfect,  but  four  o: 
five  is  pretty  good. 

Looking  at  the  present  reces 
the  Dow  industrials  topped  out  a 
end  of  1976,  almost  three  years  b 
we  are  likely  to  get  a  downtui 
earnings.  That's  the  longest  lead 
of  all,  and,  as  a  result,  the  amou 
cash  and  short-term  securities  ii 


214 


FORBES,  OCTOBER 


)NEY&  INVESTMENTS 


Ids  of  institutional  investors  is 
tigering.  If  the  year-to-year  quarter- 
laniings  comparison  turns  negative 
|  ng  the  fourth  quarter,  the  market 
I  aid  start  going  up  by  November  at 
I  latest.  By  the  time  the  bottom  of 
I  lings  is  reached  (perhaps  in  the 
S>nd  quarter  of  1980),  the  market 
laid  be  clearly  in  a  major  bullish 
Ise.  The  tremendous  amount  of 
|i  available  for  equity  investments 
1  aid  cause  the  advance  to  start 
liier  than  usual  and  to  be  dramatic, 
li  dust  off  your  buying  ideas  and  get 
In  ready  for  action.  Here  are  a  few. 
Yrtain-teed  (17)  is  a  major  producer 
Iberglass.  Insulating  homes  and  in- 
.  |;rial  buildings  should  have  a  major 
e  in  the  nation's  plans  to  reduce 
ependence  on  imported  crude  oil. 
:ain-teed,  which  is  just  in  the  pro- 
of completing  a  three-year  capital 
inditure  program  (75%  of  which  is 
le  fiberglass  area)  should  be  in  a 
position  to  take  advantage  of  the 
able  demand  for  insulation  and 
ighter  structural  parts  made  of 
material.  So  far  this  year  the 
pany's  earnings  have  been  poor, 
cting  the  extra  costs  of  getting 
s  on  stream,  the  slow  business  in 
ing  materials  and  the  slow  busi- 
in  fiberglass  itself.  But  the  corn- 
expects  a  good  second  half, 
h  should  bring  earnings  for  this 
to  the  $1.75-to-$2  area,  down 
l  iderably  from  1978's  $3.49,  but  a 
comeback  after  a  dismal  first 
St.  Gobain,  the  large  French  glass 
(ufacturer,  owns  54%  of  Certain- 
and  can  provide  some  important 
in  technology. 

number  of  companies  are  in  a 
position  to  benefit  once  our  en- 
program  begins  to  unfold  in  a 
ical  way.  Among  them  are  Mar- 
ine! Parsons.  Marley  (23)  makes 
ng  towers;  designs,  constructs 
maintains  water  systems;  and  de- 
and  sells  heat  exchanges.  Its 
ogs  as  of  Jan.  3 1  were  over  $300 
on.  This  puts  the  company  in  a 
position  to  wait  for  the  energy 
am  to  emerge.  Earnings  this  year 
d  be  around  the  $3.75  level,  up 
last  year's  $3.38. 
'sons  (23)  has  a  number  of  things 
for  it  in  desulfurization  of  natu- 
s  and  the  construction  of  refiner- 
hould  the  MX  missile  program 
rough,  Parsons  could  have  a  ma- 
ake  in  it.  In  addition,  it  has  large 
:ts  in  mass  transit.  Its  backlog  is 
over  $6  billion,  and  earnings 
'ear  should  be  in  the  $4.50  range, 
im  $4.01  last  year.  ■ 


Win  or  lose,  Fidelity's  low  rates 
can  help  improve 
your  investment 
performance. 


Fidelity  offers  commission 
savings  of  up  to  65%*  and  more. 
Our  established  organization  also 
delivers  prompt  executions  with 
accurate  account  maintenance 
and  even  pays  interest  on  credit 
balances  awaiting  reinvestment. 

You  can  only  win  by  learning 
more.  Call  or  write  today. 

•Based  on  a  survey  of  leading  full-service  firms.  March.  1979. 

Call  Free  (800)343-6530 

In  Mass.  Call  Collect 
(617)  367-9569 
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FIDELITY 

BROKERAGE  SERVICES.  INC. 

A  member  of  the  Fidelity  Management  Group  serving 
over  450,000  investors  worldwide. 


Fidelity  Brokerage  Services,  Inc. 
P.O.  Box  2698,  Dept.  JB  101579 
201  Devonshire  St. 
Boston,  MA  02208 
Please  send  complete  information 
regarding  your  services. 


ADDRESS 


CITY 


STATE 


ZIP 


TELEPHONE 


Members  NASD  SIK' 


SHRINK  YOUR 

TAX  BITE. 


Call  free  1-800-638-5660 
or  (301)547-2136  collect 

A  no-load  municipal 
bond  fund  with  these 
advantages: 

□Tax  Free. 

No  income  tax  for  the  IRS 
□Immediate  Liquidity. 

Call  free  or  write  a  check. 


□Low  Minimum. 

As  little  as  $1,000  initial 
/  investment. 


Name- 


Address  _ 


Oty_ 


_State_ 


For  more  complete  information,  including  management  fee 
and  other  charges  and  expenses,  obtain  a  prospectus 
Read  it  carefully  before  you  invest  or  send  money 

Income  may  be  subject  to  state  or  local  taxes 
©1978  T  Rovw  Puce  Associates 


ROWE  PRICE  TAX-FREE  INCOME  FUND,  INC. 


1 00  E.  Pratt  St.  Baltimore,  Maryland  21 202 
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BusinessWeek's  50th 

vs 

Forbes*  norm 


A  recent  issue  of  Media  Industry 
Newsletter  points  out  that 
BusinessWeek's  50th  Anniversary 
Issue  of  September  3  was "...  a 
blockbuster  in  advertising— 100 
pages  with  gross  billing  of  over 
$2  million." 

For  the  record,  Forbes'  regular, 
non-special  issue  of  September 
17, 1979  carried  150  pages  of 
advertising  with  revenues  of  over 
$2.1  million. 

Forbes  was  the  only  major 
magazine  to  complete  four 
consecutive  years  of  advertising 
page  gains  in  1978.  Already  more 
than  340  pages  ahead  of  last 
year's  total  for  the  first  three 


quarters  of  the  year,  Forbes 
seems  destined  to  continue  its 
unrivalled  record  of  consecutive 
growth  for  the  fifth  year  in  a  row. 

The  latest  available  ranking 
data  on  magazines  from  the 
Publisher's  Information  Bureau 
(January-August,  1979)  shows 
that  among  all  measured 
magazines  Forbes  ranks  8th. 

The  seven  magazines  ahead 
of  Forbes  are  all  weeklies. 
Bi-weekly  Forbes,  however,  has 
averaged  more  advertising  pages 
per  issue  than  BusinessWeek 
or  any  of  the  other  6  weekly 
magazines  that  top  it  in 
total  pages: 


Top  eight  in  advertising  pages 
January- August  ,1979 


Total  advertising  pages 

BusinessWeek 

3,050.68 

TV  Guide 

2,268.43 

New  Yorker 

2,143.29 

People 

2,125.32 

Newsweek 

2,044.37 

Time 

1,846.31 

Sports  Illustrated 

1,661.22 

Forbes 

1,574.47 

Average  per  issue 

Forbes 

92.62 

BusinessWeek 

89.73 

TV  Guide 

66.72 

People 

62.51 

New  Yorker 

61.24 

Newsweek 

58.41 

Time 

52.75 

Sports  Illustrated 

47.46 

The  normal  issue  of  Forbes  is  always  something  special. 
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Of  the  best  leaders,  when 
their  task  is  accomplished, 
the  people  all  remark,  "We 
have  done  it  ourselves." 
Lao-tzu 


I  should  entertain  a  mean 
opinion  of  myself  if  all  men, 
or  the  most  part,  praised  and 
admired  mc;  it  would  prove  me 
to  be  somewhat  like  them. 
Walter  Savage  Landor 


We  live,  and  we  learn, 
as  much  by  unconscious 
absorption  and  imitation 
as  by  systematic  effort. 
Luella  B.  Cook 


It  is  with  our  judgment  as  with 
our  watches.  No  two  go  just 
alike,  yet  each  believes  his  own. 
Alexander  Pope 


A  Text . . . 

Give  therefore  thy  servant 
an  understanding  heart. 
I  Kings  3:9 


Sent  in  by  Harriett  M.  Garrett,  Maryland 
Heights,  Mo.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of  texts 
used. 


Men  are  never  so  good  or 
so  bad  as  their  opinions. 
James  Mackintosh 


Our  greatest  untapped 
resource  is  the  ability 
of  our  people  to  accept 
and  discharge  independent 
responsibility.  The 
greatest  hindrance  to  our 
tapping  this  resource  is 
our  level  of  expectation. 
David  Secunda 


Any  society  that  takes  away 
from  those  most  capable  and 
gives  to  the  least  will  perish. 
Ahraham  Lincoln 


Thoughts 

on  the  Business  of  I  vife 


To  be  loved  we  must  merit 
but  little  esteem;  all 
superiority  attracts 
awe  and  aversion. 
Claude  Helvetius 


Sever  hire  someone  who  knows 
less  than  you  do  about  what 
he's  (or  she's)  hired  to  do 

No  one's  a  leader  if 
there  are  tio  followers.  * 
Malcolm  Forbes 


If  business  didn't  have 
its  ups  and  downs 
there  would  be 
no  business  at  all. 
Paul  Von  Rincelheim 


Forcefulness  in  the  character 
of  a  chief  executive  is 
an  invaluable  quality. 
Robert  Patterson 


They  who  govern  most 
make  the  least  noise. 
John  Sidden 


He  who  can  take  advice 
is  sometimes  superior 
to  him  who  can  give  it. 
Karl  von  Knebel 


Thou  seekest  followers? 
Then  seek  ciphers. 
Friedrich  Nietzsche 


The  defect  of  equality  is 
that  we  only  desire  it 
with  our  superiors. 
Henry  Becque 


*The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and  order  to 
Forbes  Inc..  60  Fifth  Avenue,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


In  whatever  terms  people 
may  praise  us,  they  never 
teach  us  anything  new. 
La  Rochefoucauld 


He  wants  worth  who 
dares  not  praise  a  foe. 
John  Dryden 


Natural  ability  without 
education  has  more  often 
raised  a  man  to  glory  and 
virtue  than  education 
without  natural  ability. 
Cicero 


The  greatest  wastes  are 
unused  talents,  untried  ideas. 
Frank  Tycer 


The  thing  that  counts  is  not 
what  we  know,  but  the  ability 
to  use  what  we  know. 
Leo  L.  Spears 


Wisdom,  itself,  is  often  an 
abstraction  associated  not 
with  fact  or  reality,  but  with 
the  man  who  asserts  it  and  the 
manner  of  its  assertion. 
John  Kenneth  Galbraith 


The  intelligent  have  a  right 
over  the  ignorant;  namely, 
the  right  of  instructing  them. 
Ralph  Waldo  Emerson 


When  people  find  a  man  of  the 
most  distinguished  abilities 
as  a  writer  their  inferior 
while  he  is  with  them  it  must 
be  highly  gratifying  to  them. 
Samuel  Johnson 


Talent  does  you  no  good  unles: 
it's  recognized  by  someone  els» 
Robert  Half 
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Iii  1968, 

(re*  cy;  cling) 
wasnjteyen 

in  most  dictionaries. 

Just  eleven  years  ago,  all  Webster's  had  between  "recussion"  and 
'red"  was  empty  space.  A  terrible  waste. 

Today,  Reynolds  Aluminum  recycling  pays  Americans  over  2.5  million  dollars 
a  month.  A  total  of  over  $100  million  since  1968.  Last  year,  Reynolds  recycled 

the  equivalent  of  half  the  cans  they  made, 
some  150  million  pounds  of  aluminum. 

And  recycling  saves  energy  . . .  95%  of 
the  energy  it  takes  to  make  aluminum 
from  ore.  That  means  last  year 
Reynolds  Aluminum  recycling 
saved  about  a  billion  kilowatt  hours 
of  electricity. 

It  just  took  Reynolds  Aluminum  to  get  it  started. 

Lightweight,  great  for  flavors  and  quick  to  chill,  all-aluminum 
cans  were  taking  over  the  grocery  shelves. 

So  Reynolds  Aluminum  started  something  big.  They  started 
paying  people  for  recycling,  while  making  recycling  easy . . .  building 
eighty  permanent  recycling  centers  and  putting  150  mobile  units  on 
the  road  to  collect  aluminum  in  almost  900  locations  across  the  country. 

Reynolds  even  invented  the  Stay-On-Tab  to  give  people  more  to  recycle. 

And  it  all  worked.  Consumer  recycling  has  proven  so 
successful  that  now  Reynolds  is  working  with^ 
waste  disposal  experts  throughout  the 
world  to  find  better,  more  efficient 
ways  to  recover  and  use  aluminum 
over  and  over. 

Today,  the  country's  largest  maker 
of  aluminum  cans  pays  millions  to 
get  them  back.  And  Webster's  has 
put  in  a  good  word  for  everyone. 


Conserving  our  resources  ond  energy. 
Aluminum  con  ond  Reynolds  does. 
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7outoflO 
Swissair  passengers 

don't  say  goodbye. 


In  two  words,  the  answer  is 
Swiss  Class.  It's  why  most  of  our 
passengers  will  be  back  flying 
Swissair  again.  And  again.  And 
again.  Swissair  is  well-known  for 
its  high  percentage  of  repeat  pas- 
sengers. In  fact,  7  out  of  10  come 
back,  because  they've  already 
flown  Swissair.  The  other  3  were 
first-timers,  and  we  expect  them 
back,  too.  The  more  demanding 
the  traveler  is,  the  more  they 
demand  to  fly  Swissair. 

Swiss  Class  is  different. 
You'll  be  flying  the  one  airline 
where  keeping  to  the  schedule 
means  you  can  count  on  on-time 


departures  and  a  schedule  that 
doesn't  change  with  the  seasons. 

Swiss  Class  is  a  choice  of 
gourmet  meals  served  on  china 
plates  — in  both  first-class  and 
economy.  It's  more  room  be- 
cause there's  one  less  seat  per 
row  in  economy  on  our  wide- 
bodies  than  on  most  other  air- 
lines. It's  a  special  welcome  and 
helpful  assistance  awaiting  you 
when  you  land. 

Swissair  has  a  full  variety  of 
fares  to  suit  your  needs.  (And 
Swissair  has  not  increased  its 
normal  North  Atlantic  economy 
fare  during  the  last  few  years, 


while  most  other  airlines  have. ) 

Switzerland  is  the  heart  of 
Europe  and  the  perfect  place  to 
stay  and  relax,  or  to  connect  to 
the  rest  of  the  world.  Wherever 
you're  flying,  you  deserve  to  fly 
there  Swiss  Class. 

For  Swissair  reservations 
from  New  York,  Boston,  Chi- 
cago, Montreal  or  Toronto,  with 
connections  to  93  cities  in  63 
countries  on  5  continents,  call 
your  travel  expert  or  Swissair. 
We  fly  the  world  Swiss  Class. 

Swissair  LJ 


*L2 


Forbes 


October  29,  1979 
Volume  124,  Number  9 


Gold:  The  question 
speculators  is  not  whether 
the  price  will  top  out,  but 
when.  32 


Newspapers: 


Eleven 


members  of  the  Newhouse 
family  own  and  run  a  bil- 
lion-dollar newspaper  em- 
pire. And  run  it  their  own 
special  way.  110 


Cover  Story:  How  Mexi- 
co, led  by  a  group  of  Mon- 
terrey industrialists,  plans 
to  use  its  oil  leverage  to 
become  another  Japan. 
The  exciting  thing  is,  it 
may  just  make  it.  41 


Family  Company:  Oak- 
leigh  Thorne  was  "stuck" 
with  some  Commerce 
Clearing  House  stock.  So 
he  sold  it  to  the  company, 
and  everyone's  happy.  125 


Storage:  Mini-warehousl 
ing  prospered  almost  bel 
yona  belief — until  lately)] 
Now  the  chill  winds  art | 
starting  to  blow.  134 
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What  J&H  doesn't  know  about  London, 

Willis  Faber  does. 


J&H  serves  more  leading  multinationals  than  any 
(other  insurance  broker.  One  of  the  key  reasons  is  our 
Unparalleled  record  of  international  cooperation  with 
IVillis  Faber  &  Dumas. 

While  other  American  brokers  still  seek  a  stable 
elationship  in  the  vital  London  market,  we  are  entering 
pur  88th  year  of  exclusive  association  with  this  esteemed 
j3ritish  broker. 

The  strength  of  Willis  Faber  is  just  one  example 
pf  the  resources  J&H  can  call  upon  to  uncomplicate  the 


most  complex  international  risk  management  problems. 

In  addition  to  having  more  of  our  own  people 
overseas  than  any  other  broker,  J&H  can  add  the  global 
strength  of  our  71 -office  network  of  exclusive  broker 
correspondents. 

Now  you  know  why  30  of  the  top  100  companies 
have  J&H  as  their  principal  international  broker.  And 
another  15  have  us  on  the  team.  And  why  J&H  serves 
nearly  30  percent  of  the  rest  of  the  Fortune  500. 

The  way  J&H  works  makes  a  world  of  difference. 


Johnson  Higgins 

The  private  insurance  broker.  We  answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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Down  Monterrey  way 

"The  place  looks  like  one  long  factory 
relieved  only  by  an  occasional  ware- 
house," thought  Forbes  Southwest  Bu- 
reau Manager  James  Flanigan  as  he  rode 
through  the  streets  of  Monterrey  last 
month,  working  on  the  cover  story  in 
this  issue.  Sure,  the  center  of  the  city  has 
two  pleasant  squares  and  there  is  a  tract 
of  soccer  fields  just  south  of  them.  But 
his  overwhelming  impression  was  of  in- 
dustry. Not  just  business.  Industry.  The 
big  company  headquarters,  the  head  of- 
fices, for  example,  of  the  powerful  glass 
company  Grupo  FIC,  look  from  the  out- 
side like  just  another  factory  building. 
But  inside,  in  plush  receiving  rooms, 
white-gloved  waiters  smoothly  ask  the 
visitor:  "Drink  something?  Coffee,  tea, 
mineral  water?" 


Tech's  campus.  The  school's  home 
is  an  attractive  group  of  buildings  a 
trees  and  struggling  lawns— 9,000 
dents  tread  them  daily — off  the  AveJ 
Garza  Sada.  The  Tech  was  foundeo 
1943  by  Eugenio  Garza  Sada,  the  hea) 
VISA  and  the  outstanding  businessa 
of  his  day.  He  wanted  a  Mexican  sclj 
of  the  quality  of  his  own  alma  ma 
Massachusetts  Institute  of  Technolof 
In  a  nation  of  free  public  educat 
Monterrey  Tech  has  flourished  e 
though  it  charges  $1,000  a  semeste) 
has  become  more  a  system  than  a  sch 
with  26,000  students  in  17  cities 
Mexico — each  branch  organized  and$ 
ported  by  local  business  leaders.  Alrrj 
5,000  of  its  students  are  on  scholars! 
and  its  curriculum  extends  from  p 
school  through  graduate  degrees  in  b 
ness  and  engineering. 


Forbes'  Flanigan  tours  Monterrey's  big  Cuauhtemoc  brewery 


Rogelio  Sada  Zambrano,  the  president 
of  Grupo  FIC,  told  Flanigan  he  was  edu- 
cated "at  the  Tech,  following  Phillips 
Exeter  Academy."  The  Tech?  Monterrey 
Tech  or  the  Instituto  Tecnologica  y  de 
Estudios  Superiores  de  Monterrey.  Flani- 
gan had  heard  of  this  elite  Mexican 
school.  But  he  had  no  idea  that  so  many 
of  the  city's  business  leaders  were  edu- 
cated there.  In  the  course  of  his  report- 
ing, the  problem  of  finding  able  manag- 
ers to  handle  the  industrial  growth  Mexi- 
co envisions  kept  coming  up  again  and 
again.  Flanigan  thought  it  would  be  a 
good  idea  to  know  more. 

So,  with  an  introduction  provided  by 
another  Tech  graduate,  OthOn  Ruiz,  the 
top  financial  man  at  VISA  Group,  Flani- 
gan took  the  ten-minute  taxi  ride  to  the 


Entrance  exams  are  given.  "We  use 
U.S.  college  boards,"  explains  Fernafl 
Garcia  Roel,  rector  of  Monterrey  Tel 
Garcia  Roel,  an  athletic  man  of  58,, 
himself  a  chemical  engineer  with  a  Ml 
ter's  from  the  University  of  Wiscona 
His  school  competes  with  the  vast  i 
tional  university  system  of  Mexi' 
whose  enrollment  is  2.5  million.  BU 
ness  finds  too  many  of  its  graduates  i 
prepared  for  the  demanding  jobs  of 
dustry,  though.  Tech  graduates,  in  cc 
trast,  are  self-declared  candidates  for  t 
jobs  in  business  and  public  life. 

Not  for  the  first  time,  Flanigan  foui 
himself  wondering  at  all  that  is  going 
in  Mexico  that  never  seems  to  get  repo 
ed  north  of  the  border. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issues  /  October  5, 1 979 

$1,000,000,000 


International  Business  Machines  Corporation 

$500,000,000 
9V2%  Notes  Due  1986 
Price  99.40%  and  accrued  interest,  if  any,  from  October  16, 1979 

$500,000,000 
9%%  Debentures  Due  2004 
Price  99.625%  and  accrued  interest,  if  any,  from  October  16, 1979 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Morgan  Stanley  &  Co.       The  First  Boston  Corporation       Goldman,  Sachs  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Shields      Bear,  Stearns  &  Co.      Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.     Donaldson,  Lufkin  &  Jenrette     Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.         Kidder,  Peabody  &  Co.         Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Shearson  Hayden  Stone  Inc. 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated  A.  G.  Becker 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


ENERGY 
CONTROL 


HowHoneywells  BOSS  service  helps 
Fidelity  Plaza  save  energy— enough  to  run 
one-fourth  of  their  building Tree. 


You  don't  have  to  own  a  huge 
milding  to  benefit  from  a 
Honeywell  energy  management 
.ystem.  In  fact,  you  don't  even 
lave  to  own  the  system. 

Using  BOSS,  Honeywell's 
jroven  time-shared  energy 
nanagement  service,  the  Fidelity 
plaza  Building  in  Oklahoma  City 
saves  over  25%  on  yearly 
mergy  costs. 

Just  a  few  weeks  of  energy 
savings  pay  for  a  full  year  of 
service. 

How  BOSS  can  work 
for  you. 

Using  an  advanced  automation 
system,  a  skilled  Honeywell 
energy  manager  runs  your 
seating,  cooling,  lighting — the 
:otal  environmental  system  of 
your  building.  He  does  it  by 
remote  control  from  our  building, 
a  BOSS  command  center  nearby. 

Every  day,  around  the  clock, 
BOSS  monitors  energy  usage, 
I  checks  temperatures,  starts  and 
;  stops  equipment.  All  according 
:to  a  plan  designed  to  fit  your 


specific  needs.  BOSS  also  reports 
any  equipment  problems  quickly 
for  corrective  action. 

Count  up  your 
energy  savings. 

In  most  buildings  tied  into 
the  BOSS  service,  savings  of 
20  to  30%  are  common  while  a 
reasonable  level  of  occupant 
comfort  is  maintained.  (Fidelity 
Plaza's  first-year  savings  of  over 
25%  are  quite  typical.) 

One  big  savings  area  in  many 
buildings  is  peak  demand  limit- 
ing. By  automatically  shutting 
down  low-priority  equipment 
during  peak  use  hours, 
BOSS  shaves  hundreds  of 
dollars  worth  of  unnecessary 
demand  charges  off  a  building's 
energy  bill.  BOSS  offers  more: 
manpower,  equipment,  and 
administration  costs  become  more 
tightly  controlled,  offering- 
reductions  over  and  above 
energy  savings. 

You  simply  get  closer,  more 
cost-effective  control  of  your 
building's  operation.  BOSS  gives 
building  owners  this  major 
benefit  in  hundreds  of  installa- 
tions in  every  major  U.S.  city. 

Low  cost,  fast  payback. 

Because  you  share  this 
Honeywell  control  system  with 
other  buildings  in  the  area, 


the  cost  of  BOSS  service  is 
remarkably  low.  Like  computer 
time-sharing,  it  requires  no 
major  capital  investment.  After 
moderate  start-up  expenses,  you 
pay  only  one  monthly  service  fee. 
The  rest  of  the  money  you  save 
on  energy  goes  straight  to 
your  bottom  line. 

Get  the  facts-at  no 
obligation. 

Whether  you  use  BOSS— 
as  Fidelity  Plaza  did — or  buy 
your  own  Honeywell  energy 
management  system  depends  on 
your  building's  requirements.  Let 
us  help  you  decide.  Write  now  to: 
Mr.  J.  H.  Jester,  Vice  President, 
Sales  and  Marketing,  Honeywell 
Building  Services  Division, 
Dept.  20D 14, Honeywell  Plaza, 
Minneapolis,  MN  55408. 

From  the  most  complex  com- 
puter systems  to  the  simplest 
controls,  providing  better  ways 
to  help  you  control  your  business 
has  always  been  our  business 
at  Honeywell. 


Honeywell 


Trends 


Size  on  The  Street 

Does  size  spell  success  on  Wall  Street? 
Researchers  at  the  Securities  Industry 
Association  don't  think  so.  After  study- 
ing The  Street's  1973-78  record,  they 
conclude  that  the  bigger  firms  do  not 
"achieve  higher  returns."  On  the  basis  of 
return  on  equity  (ROE),  the  SIA  found, 
the  best  performers  were  New  York- 
based  regionals  with  annual  revenues  of 
less  than  $8  million.  These  produced  a 
20.7%  aftertax  ROE,  compared  with 
9.8%  for  the  top  10  and  9.7%  for  what 
the  SIA  calls  the  "second  15."  The  big 
firms  led  the  parade  in  1974,  with  a  3.9% 
ROE,  increasing  to  16.6%  in  1975  and 
17.9%  in  1976.  Then  they  tailed  off, 
while  the  under-$8  million  New  York 
outfits  climbed.  One  reason  for  this,  the 
SIA  thinks,  is  that  business  mix,  not  the 
size  of  a  firm,  determines  its  cost  struc- 
ture. Wall  Street's  trend  to  fewer  and 
bigger  operators  is  obvious;  the  number 
of  New  York  Stock  Exchange  members 
doing  public  business  fell  from  444  in 
1973  to  366  last  year,  and  the  trend  to- 
ward consolidation  continues.  (Earlier 
this  month  Paine  Webber  moved  to  take 
over  Blyth  Eastman  Dillon,  which  would 
make  Paine  the  fourth-biggest  retail  bro- 
kerage firm  in  the  U.S.)  But  the  SIA  does 
not  think  the  facts  prove  that  the  indus- 
try is  "inexorably  moving  toward  com- 
plete domination  by  a  few  diversified 
giants."  Rather,  it  argues,  "the  cost  and 
especially  the  ROE  data  make  it  clear 
that  smaller  firms  can  compete  with 
larger  firms." 


Battle  of  the  bottle 

Beverage  men  are  flogging  the  energy 
crisis  to  bolster  their  case  against  moves 
to  outlaw  no-deposit,  one-way  contain- 
ers. The  Can  Manufacturers  Institute 
claims  it  has  figures  suggesting  deposit 
bottles  may  need  twice  as  much  fuel  to 
distnbute  and  the  Coca-Cola  Co.  has  a 
case  history  to  back  up  the  argument.  Its 
West  Coast  subsidiary,  Coke  says,  used 
about  94  gallons  of  gas  in  1978  to  deliver 
every  1,000  cases  in  Oregon,  where  de- 
posit containers  are  mandatory.  (Bever- 
age can  factories  in  the  state  have 
closed. I  The  same  distributor,  Pacific 
Coca-Cola  Bottling,  says  only  about  47 
gallons  were  needed  to  deliver  the  same 
amount  of  the  product  in  neighboring 
Washington,  which  does  not  have  a 
"bottle  law."  Conditions  in  both  states — 
truck  types,  distances,  number  of  distri- 
bution points,  etc. — are  similar.  The  dis- 
parity in  fuel  usage,  Coke  says,  stems 
from  two  factors.  The  Oregon  trucks 
have  less  payload  because  they  must 
keep  space  for  returned  empties;  and  the 


cases  of  refillable  bottles  need  more  room 
and  add  more  weight  than  cans  or 
throwaway  containers.  Coke  doesn't 
claim  "bottle  bills"  automatically  double 
fuel  consumption  but  it  does  say  it  could 
find  no  other  explanation  for  the  Wash- 
ington-Oregon disparity. 


The  independent  Scot 

The  British  lion  may  have  wrested  the 
crown  from  Scotland's  unicorn  as  the  old 
rhyme  says  but  the  Scots  have  lost  none 
of  their  independent  ways.  Last  spring, 
the  Scottish  Development  Agency  lost 
an  $80  million  American  plum  when 
Mostek,  the  Texas  electronics  firm, 
changed  its  mind  about  building  a  micro- 
chip plant  in  Scotland  and  decided  to  put 
it  in  Dublin.  Mostek  said  tactfully  at  the 
time  that  Ireland's  development  sales- 
men had  done  a  more  persuasive  job 
(Forbes,  Trends,  Apr.  30).  The  fact  was 
that  London's  bureaucrats  had  stalled 
and  finally  refused  the  grants  that  sweet- 
en such  projects.  So  the  Glasgow-based 
development  agency,  set  up  in  1975,  is 


The  royal  seal  of  Great  Britain 


The  unicorn  hasn't  given  up  yet. 

moving  to  have  a  stronger  Scottish  voice 
in  dealing  with  American  prospects  in- 
terested in  Scotland  (where  200  U.S. 
firms  are  now  operating).  For  the  first 
time,  the  Scottish  Development  Agency 
is  setting  up  its  own  business-getting 
organization  in  this  country,  with  head- 
quarters in  New  York  and  a  San  Francis- 
co branch  that  is  scheduled  to  open  shop 
in  November. 


The  tax  bite 

For  the  first  time  in  50  years,  the  econo- 
my is  growing  faster  than  taxes,  accord- 
ing to  the  Advisory  Commission  on  In- 
tergovernmental Relations,  a  federally  fi- 
nanced group  that  includes  Washington, 
state  and  municipal  officials  and  public 
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members.  Taxpayer  resistance  and  I 
al  tax  cuts  get  the  credit  for  slowirj  ] 
relative  growth  of  taxes  from  I9t  f 
1979;  in  every  other  ten-year  p  * 
since  1929,  tax  growth  set  the  pace 
commission,    moreover,  expects 
slowdown  to  continue,  noting  tha 
states — Colorado,   Arizona,  Califc 
Iowa,  Minnesota  and  Wisconsin- 
put  the  brakes  on  revenues  by  inde 
their  income  tax  rates  to  inflation 
dexing,  in  effect,  moves  up  tax  brae 
so  that  earners  aren't  lofted  into  hi 
percentiles  every  time  they  get  a  cos 
living  raise.)  The  major  change  s 
1929,  the  commission  notes,  is  that . 
governments,  instead  of  getting  ni 
half  of  all  taxes  as  they  once  did, 
take  in  less  than  13%. 


Voice  from  the  past 

William  Simon,  former  Secretary  oi 
Treasury  (now  a  Wall  Street  consul 
and  political  hopeful),  calls  Presi' 
Carter's  crusade  against  oil-com| 
windfall  profits  "illusory,  nonsen; 
and  self-destructive"  and  compare 
with  anti-Catholicism  in  18th-cem 
England.  Samuel  Johnson,  Simon  m 
put  it  this  way:  "There  are  10,000  s 
fellows  in  the  streets  of  London  reac 
fight  to  the  death  against  Poj 
though  they  know  not  whether  it 
man  or  a  horse." 


White  collar  blues 

For  the  first  time  in  30  years,  the  ra 
of  organized  labor  number  less  than  2 
of  the  work  force.  In  1978,  accordin 
the  Bureau  of  Labor  Statistics,  un| 
had  only  19.7%  of  American  work 
despite  enrollment  of  604,000  new  mi 
bers,  which  swelled  the  total  to  20.2 1 
lion.  The  drop  in  percentage  came 
cause  most  of  last  year's  increase  in 
work  force — 5.6  million  in  all — fell  in 
service-related  category  rather  than 
heavy  industry.  Historically,  white-co 
and  service  workers  have  tended  to 
away  from  unions,  in  contrast  to  tr 
blue-collar  peers. 


Old  school  ties 

One  measure  of  what  M.B.A.s  think 
their  alma  mater  is  how  much  they  c 
tribute  to  its  alumni  fund.  By  that  m 
sure,  Harvard  University's  gradu 
school  of  business  administration  is  v> 
regarded,  according  to  a  survey  of  alun 
contributions  to  nine  major  busin 
schools  made  by  Edward  T.  Lewis,  as 
ciate  dean  of  the  Cornell  business  schc 
He  says  Harvard's  1978-79  alumni  fu 
drive  raised  S2.8  million,  far  more  tt 
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Chances  are,what  you 
know  about  Bel  I  &  Howell 
is  now  out  of  date. 

At  one  time,  you  probably  thought  you  knew  about  Bell  & 
lowell.  But  certain  developments  may  have  left  you  unaware 
ibout  what  we  really  are. 

The  fact  is,  we've  been  making  significant  moves  for  some 
ime  to  selectively  improve  our  position  in  information  systems 
businesses  and  discontinue  our  involvement  with  those  present- 
ng  less  growth  potential. 

What  really  has  emerged  is  a  new  Bell  &  Howell,  active  in 
;iew  growth  businesses  that  emphasize  new  technologies.  In  our 
Specialized  Business  Equipment  line,  we  are  already  one  of  the 
'big  three"  microimagery  companies  and  a  leader  in  the  develop- 
ment of  automated  mail  and  remittance  handling  systems, 
n  our  Learning  Systems  and  Materials  line  of  business,  we  are 
pioneering  the  development  of  video  systems  and  services  and  are 
offering  new  audio-visual  technologies.  In  our  Instrumentation 
business,  we  are  advancing  the  state  of  the  art  in  industrial  and 
cientific  products.  And  across  the  board,  we  are  becoming 
i  increasingly  international  in  manufacturing  and  market 
development. 

Today,  all  our  activities  have  one  thing  in  common.  They 
j:help  business,  industry  and  government  process,  manage, 
control  and  utilize  information  productively. 

Which  means  the  true  picture  of  Bell  oves  for^ard 

&  Howell  today  is  of  a  developer      Beu  &  Ho«>* 1  nsystem^ 
"and  supplier  of  information  systems  in  i^or11ia^t 
i  for  work,  education  and  entertain- 
ment. And  any  other  view  of  us  is 


behind  the  times. 


Donald  Frey,  Chairman  of  the  Board  and  Chief  Executive  Officer,  Bell  &  Howell 

If  you  would  like  to  know  more  about  what  the  new  Bell  &  Howell  is  doing  today,  call  or  write  James  Ritchie,  Director  of  Corporate 
Relations,  Bell  &  Howell,  7100  McCormick  Road,  Chicago,  Illinois  60645  (312)  673-3300. 
&  Belle.  HOWELL  Information  systems  for  work,  education  and  entertainment 


such  prestigious  business  schools  as 
Stanford,  Columbia  and  the  University  of 
Chicago.  If  generosity  means  affluence, 
then  Harvard  MBAs  are  the  most  afflu- 
ent. The  average  gift  to  the  Harvard 
Business  School  was  $225,  considerably 
above  the  other  institutions  surveyed. 
But  University  of  Virginia  alumni  appear 
to  be  the  most  loyal:  53%  contributed, 
compared  with  29%  for  Harvard,  41.3% 
for  Amos  Tuck  and  36%  for  Stanford. 


Surprise:  a  "surplus" 

There's  an  unspent  $4.5  billion  "sur- 
plus" in  the  Federal  Aviation  Agency's 
Airport  and  Airways  Development  Trust 
Fund,  which  was  supposed  to  go — when 
Congress  set  it  up  back  in  the  late  Six- 
ties— to  improve  safety  at  the  nation's 
airports.  The  money  comes  from  an  8% 
tax  on  airline  tickets,  and  a  7-cent-a- 
gallon  tax  on  fuel  used  by  corporate  and 
private  planes.  During  the  Nixon  Admin- 
istration, the  Office  of  Management  and 
Budget,  trying  to  bring  some  balance  to 
the  federal  budget,  stopped  paying  for 
capital  improvements  from  the  fund,  in- 


stead using  only  about  $1.4  billion 
for  airport  operations  and  maimer! 
Piqued,  Congress  in  1971  barred  ail 
penditures  except  for  capital  imj| 
ments.  Now,  the  Carter  Admimst  [ 
wants  to  start  paying  operational 
again — which  would  require  raisiri| 
8%  tax  to  10%.  Senator  Howard  Cs 
(D-Nev.)  has  introduced  a  bill  to  cil 
tax  to  2% — in  effect  giving  the  n| 
back  to  air  travelers  by  allowing  thel 
to  run  a  deficit  until  the  surplus  is  use| 

The  odd  coupling 

If  corporate  bonds  and  U.S.  Treasur 
spell  investment  with  a  capital  I, 
commodities  futures  on  margin  s 
spell  speculation  with  a  capital  S.  Y 
Boston  Co.,  which  manages  $4.5  b 
has  coupled  these  opposites  into  a 
vehicle,  the  Income  &  Price  Index 
and  is  trying  to  raise  $50  million  or 
investor  money  to  get  started.  The 
ory  is  that  if  inflation  pushes  dow 
bonds,  it  will  push  up  the  commod 
Robert  A.G.  Monks,  the  man  in  ch 
says  $850  of  every  $1,000  in  the  mi 
fund  will  go  into  corporate  bonds 
rest  into  money  market  investm 
Then  $50  of  the  money  market  H 
will  be  used  as  margin  for  $500  of 
modities  futures.  Thus  every  $1,0( 
the  fund  would  control  $1,500  in  as 
The  commodities  money  would  go 
16  different  items  and  an  indexing 
tern  is  supposed  to  cancel  out  the 
swings  any  one  commodity  experie 
Monks  says  the  Boston  Co.  spen 
months  on  the  index  and  on  comj 
test  runs.  The  latter,  he  says,  she 
that  a  $9,250  investment  ($10,000, 
7.5%  commission)  in  1969  would 
been  worth  $30,500  in  August,  \ 
He  adds,  however:  "If  you  went 
ten  years  and  let  me  pick  my  asst 
tions,  I  could  prove  my  aunt  wasi 
uncle."  One   thing  sure — the  Ba 
Co.  won't  lose.  It  gets  a  fee  of  0.5*: 
1%  of  the  fund's  assets,  dependinj 
performance. 


Miracle  or  mirage? 

Believe  it  or  not,  but  according  to 
Motor  analysts  the  real  cost  of  drivin 
automobile  is  lower  now  than  it  wa 
1975.  Despite  a  jump  in  the  pric 
unleaded  gasoline  from  60  cents  to  n 
than  $1  a  gallon,  the  fuel  efficienc 
new  cars  more  than  balances  the  hi 
costs,  these  experts  argue,  even  w> 
conceding  that  industry  wages  have 
kept  up  with  those  price  increases 
Ford  Thunderbird  got  1 1  miles  to 
gallon  in  1975  while  a  1980  model 
deliver  21.  So,  the  Ford  men  say 
inescapable  logic,  that  the  Thunder 
gets  52%  more  mileage  for  an  ho 
wages  than  it  did  in  1975. 
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A  bright  future  is: 
being  in  an  industry 
no  other  industry 
can  do  without. 


Todayjt  is  difficult  to  imagine  a  business  in  any 
major  industry  being  managed  efficiently,  or  even 
producing  its  products,  without  some  reliance  on 
electronic  information  processing  equipment. 

That's  why  the  information  processing  industry  is 
growing  so  fast.  Over  30%  per  year. 

And  MAI,  as  a  major  multinational  manufacturer, 
marketer  and  servicer  of  Basic  Four"  business  com- 
puter and  Wordstream™  word-processing  systems, 
is  well  positioned  to  participate  fully  in  this  industry's 
dynamic  growth. 

For  several  reasons: 

By  supplying  useful  information  faster,  and  often  at 
lower  cost,  MAI's  products  and  services  help  busi- 
nesses manage  their  operations  more  efficiently.  An 


important  advantage,  particularly  in  a  time  of 
recession. 

Our  increasing  investment  in  research,  develop- 
ment and  engineering  keeps  our  products  techno- 
logically and  cost  competitive 

Our  products'  acceptance  in  rapidly  expanding 
worldwide  markets,  combined  with  our  financial  and 
management  capabilities,  are  reflected  in  our  revenue 
growth  over  the  past  five  years. 

And  our  capital  expenditures,  which  have  in- 
creased substantially  over  the  same  period,  will  con- 
tinue to  increase  in  1 980.  An  expression  of  our 
confidence  in  a  bright  future. 

To  learn  more  about  MAI  write  for  our  Annual 
Report  to:  Management  Assistance  Inc.,  300  East 
44th  Street,  New  York,  NY  1 001 7. 


Capital  Expenditures 
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Shows  9-month  figures  (unaudited)  for  1978  &  1979. 
"Revenue"  1978— $146.9  (mil  );  1979— $191.6  (mil.).  "Capital  Expend."  1978— $4.9  (mil  );  1979— $9.2  (mil.). 


It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


Robert  Stearns,  director  of  the  Contemporary  Arts  Center,  says: 

"Iffs  a  forum  for  the  issues" 

"TV  Guide  gets  to  a  lot  more  people  with  discussions  about 
television.  It  raises  the  issues  and  brings  questions  to  bear.  The  whole  of 

television  is  dealt  with'.' 


"The  articles  are  usually  a 
little  controversial,  which  is  the 
number  one  reason  why  I  like  it" 

s  Larry  McCartt,  banjo  player 
and  advertising  manager  of 
Steinberg's  TV  and  Appliance 
stores  "In  TV  Guide,  you're 
going  to  get  continued 
readership" 


Amerio 


"The  thing  that  fascinates  me  about 
TV  Guide  is  the  effective  writing''  says 

John  Brady,  editor  of  Writer's  Digest. 
"It's  well-written  and  well-edited, 
with  maximum  information. 
TV  Guide  gives  110 
percent,  each  week" 


Marketing  consultant 
Betty  Blake  comments: 
"I'm  curious  about  the  television 
industry.  I  have  to  keep  up. 
TV  Guide  is  the  best  informa- 
tion source. They  have  a  lot 
of  in-depth  articles'.' 


1  •.,  ft 


"Si 


Bill  Price,  general  manager  of  King's 
Island  family  entertainment  center,  told  us: 
"TV  Guide  gives  me  a  broader  perspective  on 
a  business  I've  always  been  fascinated  with. 
Any  magazine  that  would  comment  on  such 
an  important  force  is  very  appropriate  and 
very  important" 


TV  Guide  is  the  magazine  hotline  to 
America's  biggest,  busiest,  buymg-est  audi- 
ence. Our  speed  of  delivery  will  start  your  ad 
working  right  away,  in  front  of  nearly  39  million 
adults  in  just  seven  days.  Sell  to  America  in 
America's  best  selling  magazine. 


sads  TV  Guide. 

®  and  the  TV  Guide  logo  are  registered  trademarks  of  Triangle  Publications,  Inc. 
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FollowThrough 


Executives/Professionals 

BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible  Call  toll  free 
800  525  1344  or  mail  coupon. 


POSTAL 
EXEtLTIN  E 
FINANCIAL 


W.L.  Martin 

Dept.  0822 
14201  E  4th  Ave 

P.O.  Box39F 
Denver.  CO  80239 


99  Write  to: 

W.L.  Martin 
WSf  Dent.  0822 

Wm               14201  E  4th  Ave  .  P  O  Box  39F 
m                         Denver.  CO  80239 
|     Send  complete  information  and  a  loan  application 
^  Name  

mm  Address  


I 
I 


Cit\ 


State- 


-Zip_ 


atfiliste  of  The  St  Paul  Companies  Inc 


848 


CHANGE  OF ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $2-4.00  □  3  years 
$-+8.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York.  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print ) 


New  Address 


Citv 


State 


Zip 


Date  of  Address  Change 


F4826 


Coal  and  irony 

Can  a  railroad  man  ever  really  find  happi- 
ness? After  the  1978  oil  embargo  spurred 
utilities  in  the  Southeast  to  start  switch- 
ing to  coal,  Forbes  noted  (Apr.  30)  that 
the  move  would  prove  a  boon  to  the 
hard-pressed  Louisville  &  Nashville, 
historically  and  heavily  dependent  on  its 
coal-hauling  business.  But  L&N  coal  traf- 
fic out  of  the  Kentucky  fields  had  moved 
mainly  to  northern  utility  customers  and 
it  had  neither  the  locomotives  nor  the 
cars  to  handle  its  new  southbound  trade. 
So  last  fall,  the  L&N  (a  Seaboard  Coast 
Line  affiliate)  asked  Washington  for  a 
massive,  landmark  rate  increase.  The  In- 
terstate Commerce  Commission  came 
through,  first  with  a  conditional  okay, 
then,  in  August,  with  final  approval  of 
the  request,  which  would  have  met 
L&N's  huge  new  equipment  bills,  with  a 
bit  left  over  for  return  on  investment. 
But  then  the  ICC  came  up  with  the  sort 
of  ironic  twist  that  can  make  the  most 
rule-hardened  railroad  man  cry.  Wash- 
ington has  also  granted  a  13%  general 
increase  for  coal  rates  in  the  South,  and 
the  L&N  naturally  was  looking  forward 
to  them.  The  ICC,  however,  ruled  that 
the  24  utilities — whose  new  orders  had 
caused  L&N  to  begin  scrambling  to  buy 
all  that  expensive  rolling  stock  in  the 
first  place — would  be  exempt  from  more 
than  half  of  this  general  increase  in  rates. 

Baseball  fever 

As  a  sport,  someone  once  wrote,  baseball 
is  grown  men  playing  a  boy's  game.  As  a 
business,  it  often  seems  the  other  way 
around.  Hardheaded  businessmen  who 
buy  ball  clubs  allow  themselves  to  be 
doused  with  champagne  in  locker-room 
victory  rites;  they  feud  in  person  and  in 
print  with  their  highly  paid  performing 
employees;  they  endure  losses  and  busi- 
ness practices  that  would  bring  early  re- 
tirement— or  an  early  grave — in  more  ra- 
tional lines  of  work.  Two  years  ago 
Forbes  (Apr.  1,  1977),  noting  that  would- 
be  baseball  magnates  would  find  more 
big-league  franchises  on  the  market  than 
at  any  time  in  years,  cautioned  that 
buying  one  "could  be  the  world's  worst 
investment."  Still,  four  of  the  six  teams 
Forbes  said  were  for  sale  have  been 
bought  and  at  prices  well  above  what 
Forbes  thought  they  would  bring. 

True,  baseball  in  some  ways  is  proving 
the  growth  industry  that  Commissioner 
Bowie  Kuhn  calls  it.  Attendance  since 
1976  has  boomed  from  31  million  to  43 
million  and  is  going  up.  Kuhn,  however, 
is  paid  by  the  owners  to  broadcast  such 
views  and  not  even  all  of  his  employers 
seem  to  share  his  ebullience.  Typically 


ambivalent  is  New  York  naval  arcl 
John  McMullen,  who  in  July  plu 
down  S2  million  of  his  own  mone 
million  of  his  partners'  and  $10  m 
from  Chase  Manhattan  to  buy  the  E 
ton  Astros.  This  season,  the  Astros 
pered  at  the  box  office  and  nearly 
the  National  League's  Western  Div 
title.  So  is  McMullen  happy?  He  g 
that  the  gate  is  growing  but  "the  bo 
line  is  a  washout."  That's  his  gripe 
businessman.  As  an  owner,  he  mc 
that  his  team  lost  the  championsh 
"flukes"  and  moans  about  the  poor 
ity  of  the  umpiring. 

This  year  World  Series  time  brc 
the  annual  spate  of  reports  of  club 


Met 


Yankee  boss  George  Steinbrenner 
Why  grown  men  act  like  boys. 

sale.  Some  were  losers.  The  last-pil 
New  York  Mets  were  supposed  to  bel 
for  grabs — at  $15  million  to  $18  milbl 
Charles  Finley's  Oakland  As,  who  owl 
the  cellar  in  their  division,  were  als»| 
the  rumor  mill  (Finley  hung  up  w. 
queried).  Bill  Veeck's  fifth-place  Chicl 
White  Sox  can  be  had  for  SI 7  million 
spokesman  says,  adding,  "if  somebil 
comes  along — -but  there's  no  shir| 
out."  Winners  are  another  story.  Cl 
boy-actor  Gene  Autry,  majority  ownel 
the  California  Angels,  who  came  wit 
an  ace  of  the  World  Series,  says  his  c| 
is  "not  for  sale"  but  would  bring  ! 
million  to  $25  million.  (Washington  h 
yer  Edward  Bennett  Williams  is  payl 
$12  million  for  the  Baltimore  Ono.| 
who  beat  Autry 's  Angels.) 

What  prompts  the  McMullens, 
Autrys  and  the  Williamses  to  spend  n| 
lions  on  a  game?  One  answer  could  f 
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"They'll  be  back... 
they  forgot  the  Chivas  Regal'. 


Chivas  Regal  ♦  12  Years  Old  Worldwide  ♦  Blended  Scotch  Whisky  ♦  86  Proof.  General  Wine  &.  Spirits  Co.,  N  Y. 


Readers  Say 


Pfister 


T 


Tradition  is  a  treasured  custom 
handed  down  through  time.  At  the 
Pfister  Hotel  and  Tower,  "Salve"  is 
our  philosophy.  Simply  stated, 
"Salve"  hails  a  warm  welcome  to 
those  who  enter.  It  assures  you 
that  the  Old  World  charm  and 
grace  that  greeted  guests  and  dig- 
nitaries in  the  19th  Century  is  un- 
changed. We  continue  to  display 
the  same  consideration  and  cour- 
tesy that  was  thought  to  be  lost; 
nothing  is  more  important  to  us 
than  knowing  you  are  well  taken 
care  of. 

Tradition  is  a  time  honored  prac- 
tice, borne  out  of  dedication  and, 
above  all,  service. 


Member 
Preferred  Hotel  Association 

424  E.  Wisconsin  Ave. 
Milwaukee,  Wisconsin  53202 
CALL  TOLL  FREE 
1-800-323-7500 


Leftists  like  money,  too 

Sir:  Re  your  statement  "Jane  Fonda 
made  more  money  last  year  than  did  the 
top  man  at  General  Motors,  Exxon  or 
General  Electric"  ("Who  gets  the  most 
pay7."  June  11).  Please  publish  the  in- 
come of  her  and  other  leftists  in  your 
annual  salary  survey.  It  [will]  help  win 
many  arguments  for  capitalism. 
— Hugh  R.  Golden 
Student, 

El  Camino  College 
Torrance,  Calif 


Will  they  listen? 

Sir:  Let's  hope  Treasury  Secretary  G. 
William  Miller  and  Chrysler  executives 
read  your  piece  on  Hayek  (Oct.  1).  Gov- 
ernment could  reduce  the  laws  and  regu- 
lations that  interfere  with  the  ability  of 
business  to  understand  clearly  the  de- 
sires of  its  customers. 

If  government,  for  example,  had  per- 
mitted domestic  oil  prices  to  rise  to  lev- 
els set  by  a  free  market,  Chrysler  would 
have  learned  sooner  that  its  customers, 
burdened  by  higher  gasoline  prices, 
wanted  more  fuel-efficient  cars. 
— Reg  Ankrom 
Springfield,  III. 

Sir:  You  asserted  that  Texas  oilmen  op- 
posed cheap  foreign  oil  in  the  1950s  "to 
protect  their  own  immediate  interests 
against  those  of  society  at  large."  That 
cheap  foreign  oil  devastated  the  domes- 
tic producing  industry;  foreign  oil  then 
ceased  to  be  cheap.  The  vaunted  free 
market  often  may  be  a  wildly  incorrect 
arbiter  of  price. 
— Dale  Tapp 
Seguin,  Tex. 

Sir:  Your  article  has  reinforced  my  belief 
that  an  economist  is  someone  who  ex- 
plains something /*>  does  not  understand 
in  such  a  way  as  to  make  vow  feel  stupid. 

— Robert  Barnes 
Portage  Lakes,  Ohio 


Not  a  snorter 

Sir:  The  article  "A  battle  no  longer  one- 
sided' '(Sept.  17)  states  that  "this  outright 
subsidization  [of  downtown  retail  proj- 
ects] enrages"  the  undersigned,  and  it 
then  goes  on  to  state  he  "snorts"  that 
"they  aren't  economically  viable." 

Well,  they  aren't  economically  viable 
and  cannot  survive  in  the  free  market — 
but  I  do  not  "snort"  that  remark,  I  say  it 
out  of  experience. 


Why  is  it  that  the  desires  of  the  pc 
who  are   most  directly  affected- 
shopping  public  and  the  owner/d 
oper — are  being  second-guessed  by 
spending  politicos  and  bureaucrats? 
— Myles  H.  Tanenbaum 
Executii  v  Vice  President, 
Kravco  Inc. 

King  of  Prussia,  Penna. 


Identical  twins? 

Sir:  Are  Stanley  W.  Angrist  and  M 
Simons  not  only  identical  but  ph 
graphically  identical  twins?  Such  is  9 
of  the  haunting  speculation  which 
Oct.  15  issue  of  Forbes,  pages  206 
214,  provokes. 
— Gabriel  Hauge 
Former  Chairman, 
Manufacturers  Hanover  Trust  Co 
New  York,  NY. 


tii 


Angrist 


Simons 


Myron  Simons  is  no  clone  of  Stanley  Ang 
The  printing  plant  inadvertently  used 
Angrist s picture  tu  ice  — Ed. 


Brilliant  Energy  Dept 

Sir:  Our  energy  bureaucracy  has  agr 
to  pay  Mexico  $3.62  per  thousand  cu 
feet  of  gas.  Meanwhile,  the  governm 
continues  to  hold  down  the  price  of 
in  the  U.S.  For  example,  Texaco  has 
mcf  per  share,  93%  of  which  is  inside 
U.S.  If  our  government  paid  Tex 
$3.62  per  mcf,  it  would  generate  $253 
cash  per  share.  Texaco's  stock  sells 
about  $30  per  share. 

Why  is  Mexico  better  than  Texaco? 
—A  W  Ashford 
Monroe,  Ga. 


16 


Too  choleric 

Sir:  Srully  Blotnick  (Sept.  17)  doe 
think  very  highly  of  Howard  Ruff's 
proach  to  predicting  the  future.  This  c 
umnist  prefers  his  own  shadowy  ar 
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I  psychology  of  investing." 
Itr  enough,  but  does  he  really  have  to 
jjso  choleric  on  the  basis  of  a  popgun 
by  sample  of  261  individuals?  How  to\ 
ner  During  the  Coming  Bad  Years  has 
lover  400,000  copies, 
fiven  the  confusion  in  economic  poli- 
jt  is  worth  looking  for  a  little  insight 
(-ever  we  can  find  it — in  Galbraith,  in 
in  Forbes  and  perhaps  even  in  Dr. 

lick's  own  book  Winning. 

>mas  H.  Lipscomb 

lent, 

|  Books 

York,  N.Y. 


: 

e  import  oil,  not  nukes 

Re  "Cool  It"  (Other  Comments,  Oct 
n  lieu  of  Mr.  Hayes'  suggestion  to 
mmission  ten  large  nuclear  plants 
everyone  gets  a  new  efficient  refrig- 
>r,  would  it  not  help  even  more  to 
ten  large  oil-fired  power  plants? 
Welch 
isboro,  N.C. 


Helps  family  doctors 

Re  the  statement  that  Max  Geffen's 
ication  Family  Practice  Recertification 
ended  "to  help  general  practitioners 
t  [state]  requalifying  exams' '  (Follow- 
igh,  Sept.  3). 

purpose  is  to  help  family  physicians 
an  examination  that  they  must  pass 
six  years  to  meet  the  recertifica- 
requirements  of  the  American 
of  Family  Practice.  This  is  distinct 
the  requirements  of  some  states 
all  physicians  be  relicensed  every 
i  years  and  show  evidence  that  they 
taken  150  hours  of  continuing  edu- 
>n  courses. 
lert  D.  Gillette,  M.D. 
tor, 

side  Family  Practice  Center 
'o,  Ohio 


sifesaving  mosquitoes 

Mosquitoes  may  take  lives  ("Buzz 
Other  Comments,  Oct.  1 )  but  they  can 
I  save  a  life.  They  saved  mine, 
liey  drove  me  from  my  comfortable 
iin  a  tent  to  a  rock  pile  under  a  canoe, 
in  lightning  that  night  hit  the  tree 
fer  which  my  tent  was  pitched,  it 
|e  an  8-foot  splinter  through  my  tent 
fet  deep  into  the  bed  I  wasn't  in. 
hlter  F  Wolf 
\mantic,  Conn. 
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fiRCfiDE 
HOME! 


Now,  all  the  size,  fun,  and  action  of 
arcade-quality  pinball  comes  home 
with  home  pinball  from  Brunswick. 
New  "Aspen™"  and  "Alive!™ 
are  packed  with  features 
like  fast-action  in- 
dependent flippers, 
six  digit  electronic 
memory  for  up  to  4 
players,  double  and 
triple  bonus  scoring, 
electric  sounds, 
musical  fanfares  and 
more.  With  solid- 
state  dependability. 
Take  a  cue  from  us 


<\  v  7- 

when  it  comes  to  billiards.  Our 
elegant  Prestige  Oak™  billiard  table 
is  just  one  of  the  renowned  creations 
from  our  complete 
line  of  billiard  tables. 

Brunswick  home 
recreation.  From  Air 
Hockey™  to  pinball 
and  beyond. 

For  information, 
contact  your  local 
Brunswick  Franchised 
Billiard  Dealer  or 
Leisure  Mart.  Or  fill  in 
the  coupon  below. 


Dept.F-109 

BRUNSWICK  CORPORATION,  CONSUMER  DIV.  MARKETING  SERVICES 

One  Brunswick  Plaza,  Skokie,  IL  60077 

□  Billiard  tables         □  Game  tables 

□  Home  pinball         □  Billiard  supplies 


I'm  interested  in  the  following 
BRUNSWICK*  products: 


Please  send  me  more  information  and  the  name  of  my  nearest  dealer.  In  Canada, 
phone  (416)  277-9561 


Name 


Address 


City,  State  &  Zip 


Phone 


Report  from  GTE. 


How  wi 

investmen 


Managing  money:  it  gets  tougher  all  the 
Tbugh  for  the  investor,  to  make  the  propei 
sions.  Tbugh  for  the  broker,  to  come  up  wit 
information  smart  investors  need,  qu 
enough  for  it  to  do  the  most  good. 

This  is  the  problem  GTE  confronted  se 
years  ago.  From  our  involvement  ca 
number  of  information-delivering  sys 
that  are  making  brokers  more  and 
productive. 

We  have  now  combined  all  of  these 
more,  into  a  single  system  that  is  a 
the  most  comprehensive  and  efficient 
handling  systems  ever  developed 


5 

; 


Communications... 

Everything  starts  with  comm 
tions.  A  service  for  the  investmen 
munity  is  no  exception. 

At  the  touch  of  a  button  our 
Financial  System  One  can  provide 
quotes,  customer  portfolios,  fin 
reports,  research  reports,  evencui 
news  reports. 

And  all  of  this  information  is  g 


IE 


lelp  the 

community  invest 


r's  fingertips,  flashed  on  the  screen  so  he  can 
e  investors  with  the  facts  immediately,  not 
i  a  costly  wait  while  he  searches  for  the  data 
jhere. 

I  rid  more  communications. 

ffis  is  a  two-way  communications  system.  It  can 
\\  office-to-office  messages,  for  instance.  Or 
■Face  with  the  broker's  own  computer  to  trans- 
orders,  confirmations  and  account  data, 
d  for  the  future,  there's  a  whole  array  of 
Honal  communications  services  this  system  can 
jiogrammed  to  provide. 


Communications 
is  our  business. 


Whether  we're  setting  up  a  comprehensive  pri- 
vate communications  network  such  as  is  involved  in 
our  brokerage  service,  or  serving  the  telephone 
needs  of  the  twenty-seven  million  Americans  who 
think  of  us  as  the  phone  company. . . . 

GTE  is  telecommunications.  And  a  great  deal 


more. 


here  today. 


SB 

One  Stamford  Forum,  Stamford.  Connecticut  06904. 


I  'E  Financial  System  One  isn't  just  a  gleam  in 
jfeye.  It's  here,  today, 

ng  the  needs  of  over 

brokerage  offices 
:  their  clients  from 
m  York  to  Los 
bles. .. helping  the 
Ijmoving  investment 
hnunity  move  even 


CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"Idon'tdeal 
with  CNAs  computers. 

I  deal  with  CNAs  people.  A  big  insurance  company 

like  CNA  needs  its  computers. But  this  is  a  people  business. 
And,  to  help  me  and  my  clients  here  in  Lawrence,  I  need 
CNA's  people.  People  who  listen  when  I  tell  them  about  my 
clients'  special  problems.  People  I  can  count  on  to  come  back 
with  an  answer.  After  all,  it's  my  job  to  understand  my  clients' 
needs.  I  deal  with  CNA  because  they  have  people  who  are 
willing  to  do  the  same.'1 


-Robert  Johnson 
Independent  Insurance  Agent 
Landreth,  McGrew  &  Johnson 
Lawrence,  Kansas 


INSURANCE  FROM 


CNA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago  IL  60685 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


YOU  KNOW  WHO'S  GOT  THE  MOST  GOLD? 


We've  got  the  mostest — 267.4  million  ounces.  (West  Ger- 
ny's  a  poor  second,  with  95  million  ounces.) 
Vith  gold  having  gone  ape  and  even  now  at  around  $390  an 
ice,  we  needn't  regard  this  nonsensical  soaring  as  all  bad. 
presuming  there  are  enough  gold  bugs  around — and  there 
bably  are,  with  this  price  nectar  as  the  come-on — our  gold- 
piggy  bank  is  now  "worth"  over  $100  billion.  So  if  the 
sts  and  the  deepthink  monetary  gobbledygookers  want  to 
ack  to  Bretton  Woods  and  convertability,  we've  got  a  kitty. 
This  whole  gold  craze  stems  from  fear  of  paper  money.  As 
flie  world  could  function  by  swapping  bits  of  gold — like 
monds — for  bread.  To  extrapolate  from  such  in  extremis 
>eriences  that  all  forms  of  currency  are  worthless,  is 


absurd.  In  what  form  are  your  insurance  policies,  your 
savings,  your  stocks  and  bonds?  They  are  contracts  on  pieces 
of  paper. 

Our  actual  wealth,  the  real  worth  of  the  dollar  (or  the  mark  or 
the  franc  or  the  pound  or  the  what-have-you)  lies  in  productiv- 
ity, in  technology,  in  services.  These  translate  into  things  and 
human  efforts  that  meet  people's  needs  and  desires,  be  they  of 
matter  or  mind  or  both.  GNP — gross  national  product — is  a 
shorthand  way  of  totaling  that  wealth. 

By  that  yardstick  of  worth,  the  U.S.A.  ain't  got  the  short  end 
of  the  stick. 

Nor  do  we  have  the  short  end  in  supply  of  that  currently 
thrilling  sterility,  gold. 


RUSSIA,  CUBA,  SALT  AND  SOFTNESS 


"here's  no  way  we're  going  to  force  Russia  to  remove  its 
n  from  Cuba,  nor,  as  Carter  said,  are  they  remotely  a 
litary  threat  in  the  sense  that  missile  launchers  were  in  the 
finedy-Khrushchev  Cuban  confrontation  of  1962. 
■Jor  is  there  any  way  Russia  is  going  to  force  us  to  remove 
lerican  troops  and  missiles  from  NATO  lands  bordering  the 
n  Curtain,  or  force  U.S.  missile-carrying  subs  and  carriers 
:  of  friendly  ports  of  call  and  waters  adjacent  to  the  U.S.S.R. 
1  its  allies. 

"uban  mercenaries  have  fronted  and  fought  as  Russia's 
spaws  in  various  fermenting  African  countries.  So  the  fact 
it  they  have  had  U.S.S.R.  soldiers  performing  training  or 
;er  missions  in  Cuba — for  many  years — is  hardly  surprising, 
mocking  off  SALT  II  over  the  Cuban  issue  would  not  be  the 
y  to  show  strength  or  display  forcefulness.  SALT  II  should 
defeated  if  we  feel  it  endangers  U.S.  security.  But  that 
;ction  should  be  accompanied  by  several  additional  $billions 
uel  a  whole  new,  allout,  unfettered  nuclear  race  in  technolo- 
numbers,  dispersions;  in  way-out  countermeasures,  and 


insuperable  counterstrike  capacities. 

Launching  a  new  cold  war  over  the  2,000  to  3,000  Red 
military  on  Castro's  island  and  rejecting  SALT  II  because  of 
them  would  reflect  emotion,  not  sense. 

If  we  want  to  demonstrate  American  purpose  and  strength, 
we  can  make  a  convincing  start  by  actually  supplying  in 
quantity  our  Seventh  Army  in  Germany  and  our  NATO  allies 
with  tens  of  thousands  of  antitank  weapons  instead  of  proto- 
types; ditto  small  arms;  ditto  up-to-date  tanks  on  the  fields, 
instead  of  on  the  drawing  boards;  ditto  quantities  instead  of 
samples  of  the  best  warplanes — from  fighters  to  choppers. 

And,  most  important,  inaugurate  universal  service  at  18 — 
the  only  way  we  can  provide  the  manpower  that's  essential  if 
our  forces  are  to  be  given  a  chance  to  cope. 

We  don't  show  strength  by  ringing  political  rhetoric  over 
Commies  in  Cuba  and  linkage  to  SALT. 

We  show  strength  by  having  it. 

Before  we  hot  up  the  cold  war,  we'd  better  hot  up  our  defense 
capabilities — conventional  as  well  as  nuclear. 
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ONE  AD  COMPELLING,  THE  OTHER  REPELLING 


Put  >inir  china  <m  ihis  rtiuc  and 
comparvittomr-. 


Honestly  is  there  an)  unnpurivm? 


It  would  be  hard  for  a  lady  to  resist  doing  just  what  Royal 
Doulton  asks  in  this  adroitly  appealing  advertisement. 
On  the  other  hand,  in  this  Revlon  ad,  can  you  imagine  a  gal 


wanting  to  make  such  a  repellant  muck  of  her  lips  as 
The  prospect  of  becoming  stuck  to  such  a  kisser  would  tu 
even  the  most  ardent. 


WANNA  CURB  SHAKEDOWN  LAWSUITS? 

There's  hope!  fudge  Carter  said  that  the  suit  had  been  instituted 

Federal  Judge  Robert  Carter  assessed  a  plaintiff  and  his  malice.  ...  It  isn't  a  legitimate  use  of  the  court  procej 

lawyer  $50,000  in  legal  costs  for  filing  a  "baseless  lawsuit"  of  institute  baseless  litigation  to  silence  or  discredit  the  pre! 
"unsupported  allegations"  against  the  editor  and  a  columnist       Or  for  any  other  blackmailing  shakedown  of  individ 

of  Barron's  and  the  Dow  Jones  Co.  industries,  companies — especially  insurance  companies. 

READING  SUGGESTIONS— WITH  SAMPLINGS 


American  Caesar — by  William  Manchester  (Little,  Brown  and 
Co.,  $15).  As  a  World  War  II  GI,  I,  too,  thought  MacArthur's 
ego  overshadowed  his  achievements.  This  biography,  the  most 
absorbing  I  can  recall,  describes  a  man  of  extraordinary  vision, 
courage,  greatness;  a  man  of  qualities  that  overwhelmingly 
offset  the  pomposities  of  his  prose  and  poses.  Few  figure  so 
mightily  at  so  many  critical  times  in  our  country's  history. 
Excerpt:  MacArthur  acknowledged  a  higher  power.  He 
was  even  capable  of  humility  in  its  presence.  But  he  never 
really  came  to  terms  with  it.  And  that,  perhaps,  is  why  so 
many  thought  that  he  knelt  only  before  mirrors. 

Manhattan — by  Neal  Travis  (Crown  Publishers,  $10).  If  this 
"fictionalized"  story  of  New  York  magazine,  its  founder  and 
its  major  byliners  and  its  takerover  were  half  as  slick,  chic  and 
clever  as  its  promotion,  Manhattan  might  be  a  mildly  amusing 
way  to  waste  a  couple  of  hours'  reading  time.  It  isn't. 

Art  in  Business — by  Professor  Sam  Hunter  (Harry  N.  Abrams, 
Inc.,  $40).  A  comprehensive,  superbly  illustrated  story  of  the 
evolutionary  development  over  15  years  of  Philip  Morris  as  a 
meaningful  corporate  patron  of  the  arts.  Eminently  worth- 
while reading  for  broad  gauge  executives  and  everyone  charged 
in  any  way  with  corporate  communications. 


A  Dash  for  the  Timber 
Frederic  Remington 
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The  Medusa  and  the  Snail — by  Lewis  Thomas  (The  Vj 

Press,  $8.95).  This  wee  volume  of  essays  is,  in  turn,  inspi 

and  bewitching,  a  fresh  and  most  happily  hopeful  look  a 

lengthening,  and  death  less  torturous  than  disease  pres« 

makes  it  for  many. 

Excerpt:  We  tend  to  think  of  our  selves  as  the  only  wl 
unique  creations  in  nature,  but  it  is  not  so.  Uniquene 
so  commonplace  a  property  of  living  things  that  the 
really  nothing  at  all  unique  about  it. 

Cruising  the  Inland  Waterways  of  Europe — by  Jarrett 
Stanley  Kroll  (Harper  &  Row,  $19.95).  Here's  most  of  wha' 
need  to  know  if  you've  any  interest  and  loads  of  time 
money  to  try  this  leisurely  way  to  go. 

Cruel  Shoes — by  Steve  Martin  (CP.  Putnam's  Sons,  $fi 

The  first  few  pages  of  this  best-seller  left  me  cold.  By  the  e: 

this  30-minute  read,  I'd  cracked  up  several  times. 

Excerpt:  I  was  sitting  at  home,  peeking  through  the  bi 
at  my  neighbor's  wife,  minding  my  own  business,  v 
my  doorbell  rang.  .  .  . 

Confessions  of  a  Muckraker — by  Jack  Anderson  with  }i 
Boyd  (Random  House,  $12.95).  Fascinating  stuff  about 
apprenticeship  that  developed  into  partnership  and  eventi 
grew  into  the  successor  to  Drew  Pearson's  Washington  M 
Go-Round  column  and  broadcast.  Includes  the  inside  I 
ground  on  the  crusades  that  undid  J.  Parnell  Thomas  am 
Un-American  Activities  Committee,  McCarthy,  Set 
Brewster,  Sherman  Adams,  plus  Anderson  and  Pearson's 
tribution  to  MacArthur's  ouster  and  blame  for  Forrestal's 
cide.  Extraordinary  tale  about  the  two  most  influential  poll 
writers  D.C.  and  the  nation  have  yet  experienced. 
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)MMENCEMENT  PRESCRIPTION  FROM  AN  UNQUALIFIED  DOCTOR 


At  New  York's  Pace  University 
1979  commencement,  renowned 
lawyer-author  Louis  Auchincloss 
and  I  received  honorary  degrees. 
He  merited  his  by  his  writing;  I 
had  to  orate: 
could  recommend  to  you  one  way  to  get 
id,  but  it's  a  little  late  for  you  to  pick 
nts  who  own  successful  businesses.  I  don't 
t  to  be  discouraging,  but  about  40  years  ago  Louis  Auchin- 
s  and  I  sat  where  you  now  sit  and  we,  too,  were  heralded  as 
Hope  of  the  Future.  Our  greatest  hope  now  is  that  we  don't 
:mr  just  deserts.  However,  we  have  given  you  an  enormous 
tage — of  things  to  tackle.  You  owe  our  generation  some- 
g  for  not  solving  everything. 

le  gist  of  our  problem  is  that  we  constantly  want  to  do 
1  things  to  each  other  and  to  the  world,  so  we  end  up  with 
kill  from  zealots  and  a  vast  hierarchy  of  regulators  admin- 
ting  that  "good." 

NOTHING  IS  EVER 

like  it  used  to  be. 


I  think  for  you  all  to  be  of  the  "me  genera- 
tion" is  a  good  thing.  I  hope  you  and  the  rest  of 
us  are  saved  from  the  saviors  among  you.  Your 
obligation  isn't  to  your  parents,-  your  obliga- 
tion is  to  yourselves.  If  you  do  what  you  want 
to  do  with  your  lives,  that  has  to  represent  the 
acme  of  achievement  as  far  as  parents  who  are 
worthy  of  the  name  are  concerned. 

Happiness?  Nobody  ever  catches  it,  or  if 
they  do,  they  can't  define  it.  Life  is  a  short  trip.  Don't  feel  you 
have  to  save  the  world.  If  you  just  attend  to  yourselves  and 
focus  on  getting  things  done  that  you  want  to  do,  we'll  all  be 
better  off.  You  are  not  a  common  denominator.  Everyone 
among  you  is  an  uncommon  person.  You  are  a  better  judge  of 
your  needs  and  your  future  than  the  government  or  determined 
do-gooders. 

There's  nothing  to  be  ashamed  of  about  being  of  the  "me 
generation."  You'll  make  more  sense  than  some  of  those 
determined  to  save  you  and  the  world. 

NEITHER 

are  we. 


lie 


By  M.S.  Forbes  Jr. 


If  the  U.S.  wants  to  take  advantage 
jf  the  Arab  gold-buying  binge,  we 
should  consider  issuing  gold-backed 
Treasury  bonds,  something  that  no 
ountry  has  done  in  decades.  For  each 
1,000  bond,  we  would  promise  to  pay 
it  maturity  either  greenies  or,  say, 
.wo  ounces  of  gold.  That  would  leave 
'oom  for  gold  to  rise  and  still  give  us  a 
:   lumber  of  benefits. 

Gold-backed  bonds  would  carry  sig- 
lificantly  lower  rates  of  interest,  per- 
i  laps  as  little  as  4%  to  5%.  Bond  buy- 
ers demand  high  interest  to  help  com- 
pensate for  inflation.  If  inflation 
iverages  7%  over  a  ten-year  period,  a 
51,000  bond  would  be  worth,  in  real 
:erms,  only  $485  at  maturity.  But 
iince  gold  is  supposed  to  stay  well 
ihead  of  rising  prices,  buyers  would 
mffer  no  loss  of  principal  or  income. 

Not  only  would  we  save  interest 
:osts,  but  gold  bonds  would  also  sop 
ap  some  of  the  billions  of  overseas 
lollars  that  are  creating  such  chaos  in 
:he  currency  and  commodity  markets 
ind  thereby  help  restore  some  badly 
leeded  stability. 

Of  course,  issuing  this  gold  paper  is 
10  long-term  solution  to  the  world's 
inancial  problems  but  it  would  buy  us 
ime  to  put  our  house  in  order. 
Some  financial  experts  don't  like 


A  GOLDEN  SOLUTION 

the  idea  of  anything  that  might  give 
some  sort  of  official  legitimacy  to  that 
"barbaric  relic."  The  markets,  howev- 
er, have  already  reduced  the  dollar's 
influence  and  sharply  increased  that 
of  gold.  Instead  of  wringing  their 
hands  at  the  silliness  of  it  all,  U.S. 
policymakers  should  be  asking  them- 
selves how  we  can  limit  the  damage 
this  gold  mania  is  doing  to  the  curren- 
cy markets.  Golden  bonds  would 
seem  to  be  an  effective  answer. 

Others  argue  that  with  gold  increas- 
ing in  value,  we  should  hold  on  to  our 
hoard.  If  we  rectify  our  ways,  though, 
we'll  be  able  to  keep  the  stuff  when 
the  bonds  mature.  And  if  our  financial 
house  remains  a  mess,  having  a  big 
pile  of  gold  isn't  going  to  do  the  econ- 
omy much  good  anyway. 

Humility  Needed 

With  his  dollar-support  moves,  Fed- 
eral Reserve  Board  Chairman  Paul 
Volcker  has  begun  to  rid  his  institu- 
tion of  the  illusion  that  it  can  fine- 
tune  economic  activity. 

Interest  Rates.  The  prevailing 
orthodoxy  at  the  Fed  was  that  manip- 
ulation of  interest  rates  can  control 
credit  demand  and  thus  control  infla- 
tion. Fed  technocrats  forgot  that,  next 
to  taxes,  interest  is  the  biggest  ex- 
pense in  this  economy.  Raising  rates 
by  1%  eventually  increases  costs  by 


about  Is  that  the  way  to  relieve 

inflationary  pressures? 

The  Fed  would  be  better  off  if  it  left 
the  free  market  to  set  rates  rather 
than  attempting  to  do  it  itself,  and 
that,  at  last,  is  where  it  is  now  headed. 

Money  Supply.  Here  Mr.  Volcker  still 
needs  some  educating.  As  this  column 
has  pointed  out  (Oct.  1),  there  is  a  big 
problem  today  in  defining  what  money 
is.  Innovations  such  as  repurchase 
agreements  and  NOW  Accounts  have 
made  the  Fed's  traditional  measures  of 
money  obsolete.  Then,  too,  the  mone- 
tarists ignore  the  $500  billion-dollar- 
plus  pool  of  Eurodollars,  as  if  these  have 
no  effect  on  money  supply. 

If  you  include  Eurodollars,  there  are 
probably  more  than  $1.5  trillion  in  the 
world  today.  The  only  direct  control 
the  Fed  has  is  member-bank  reserves, 
which  number  little  more  than  $30 
billion.  You're  not  going  to  get  much 
fine-tuning  with  a  weapon  like  that. 

Moreover,  Mr.  Volcker  should  real- 
ize that  now  is  not  the  time  to  try 
tightening  the  money  spigots  even 
more.  As  savvy  money-manager  John 
Winthrop  Wright  of  Wright  Investors' 
Service  points  out:  "A  surge  in  loan 
demand  after  economic  growth  has 
turned  down  is  not  a  sign  that  further 
restraint  is  needed,  but  instead  con- 
firms the  increase  in  loans  business 
needs  to  finance  unsold  inventories." 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


U.S.  vs.  U.S.S.R.  Might 

The  Seventh  Corps'  66,000  soldiers, 
with  the  rest  of  the  Seventh  Army  and 
the  NATO  allies,  face  the  Warsaw  Pact's 
forces  of  31  Soviet  divisions  with  about 
380,000  men  and  30  East  European  divi- 
sions. Of  the  61  divisions,  50  are  in  Cate- 
gory One,  or  at  full  strength.  All  the 
Russian  divisions  are  in  that  category. 

Behind  the  Soviet  divisions  in  Central 
Europe  are  30  more  divisions  in  the  three 
Western  military  districts  of  the  Soviet 
Union,  the  Baltic,  Byelorussian  and  Car- 
pathian districts.  .  .  . 

The  Soviet  Army's  advantage  in  what 
officers  call  N.B.C.,  or  Nuclear,  Biological 
and  Chemical  warfare,  is  a  continuing 
concern. 

*  .  *  * 

The  United  States  Seventh  Army 
would  go  into  battle  armed  with  helicop- 
ters designed  in  the  1940s,  tanks  de- 
signed in  the  1950s,  and  without  an  in- 
fantry fighting  vehicle  that  approaches 
the  advanced  Russian  vehicle  that  has 
both  a  gun  and  a  missile. 

In  addition,  most  of  the  American  ar- 
tillery pieces  were  designed  for  World 
Wars  I  and  n. 

Senior  and  junior  officers  protest  that 
the  Seventh  Army  is  also  weak  in  mod- 
em communications.  "You  might  say," 
one  senior  general  commented,  "that  in 
comparison  with  modem  computerized 
communications  we  are  still  in  the  tin- 
can-and-string  phase." 

— Drew  Middleton, 
in  The  New  York  Times 

For  the  past  15  years  the  Russians  have 
spent  about  13%  of  their  gross  national 
product  for  defense  while  this  country's 
defense  spending  has  fallen  to  around  5% 
of  GNR  Further,  the  Soviets  have  out- 
spent  the  U.S.  by  more  than  $40  billion 
over  the  past  decade  on  research  and 
development  of  new  weapons.  The  result 
will  undoubtedly  be  new  weapons  enter- 
ing the  Soviet  arsenal  during  the  1980s. 

— Business  Week 

Kennedy  vs.  Carter 

Senator  Kennedy  has  been  saying  that 
his  decision  on  whether  to  challenge 
President  Carter  will  be  determined  by 
how  he  feels  the  Carter  Administration's 
economic  policies  are  working. 

The  irony  is  that  the  record  shows 
no  significant  difference  between  the 
Carter  Administration's  economic  and 
financial  policies  and  those  Kennedy 
has  urged. 

If  there  were  any  differences,  they 


were  solely  in  Kennedy's  advocacy  of 
still  larger  spending  and  an  even  bigger 
role  for  government. 

— New  York  Post 

It  is  a  large  political  irony  that  Mr. 
Kennedy's  chances  of  becoming  Presi- 
dent have  soared  on  Mr.  Carter's  funda- 
mental mistake  of  embracing  the  very 
policies  and  attitudes  that  Mr.  Kennedy's 
wing  of  the  Democratic  Party  promotes. 

— Wall  Street  Journal 

Some  commentators  have  sought  to 
reassure  doubters  with  the  prediction 
that  if  [Kennedy]  became  President  real- 
life  confrontation  with  the  nation's  eco- 
nomic problems  would  convert  him  to  a 
more  constructive  line  of  policy.  This  is 
a  promise  that  by  1983  President  Teddy 
Kennedy  will  have  reached  the  state  of 
wisdom  on  economic  policy  achieved  by 
President  Jimmy  Carter  in  1979.  Not  an 
inspiring  prospect. 

— Herbert  Stein 


Old  Days  Out  West 

What  a  man  was,  not  what  his  family 
had  been,  determined  his  place  in  soci- 
ety. "Out  west,"  a  British  visitor  noted, 
"the  one  question  is  'What  can  you  do?' 
not  'Who  was  your  father?'  " 

— R.A.  Billington,  American  Heritage 

Toyota  X-rays  GM's  "X" 

We  picked  up  the  first  X-body  car  in 
Detroit,  flew  it  over  the  next  day — and 
after  the  top  brass  had  driven  it  for  a 
week  or  two  we  gave  it  to  the  R&.D 
people.  They  tore  it  apart .  .  .  it's  just 
lying  all  over  the  shop  in  bits.  We  found 


to  our  surprise  that  the  Citation's  q 
is  30%  lighter  than  we  expected 
finish  is  pretty  lousy  in  places  but  t: 
as  a  whole  is  excellent,  that's  wH 
selling  well  in  this  gasoline  crisis. 

— Iwao  Aritomo,  of  1) 


I  wasnt  in  any  hurry  to 
her   marry.    She  seemed 
have  the  world  by  the  tail, 
she  turned  30  this  year  at\ 
seemed  Wee  80  to  her. 

— a  father's  comma j 
daughter's  wedding, 


Guess  Who  that  Leave 

Nostalgia  cannot  bring  back  the 
tary  superiority  we  had  in  the  earl] 
ties — it's  gone.  Nostalgia  cannot 
back  the  leader  of  the  early  Sixties-! 
gone.  Neither  government  by  nosi 
nor  government  by  ideological  refle: 
meet  America's  needs  any  better 
government  by  inexperience  has." 
— former  President  Gerald  R 


Nothing  to  Protect?! 

I  figure  if  a  motorcycle  rider  dol 
have  enough  sense  to  wear  a  helmetl 
he  doesn't  have  enough  of  a  brajj 
protect. 

— from  a  letter  in  Road  Rider  mag| 

Wishing  Wont  Make  It 

Political  reporters  look  on  politicl 
game  like  football  or  basketball  or  tel 
What  interests  them  is:  Who's [ 
Who's  down?  Who's  ahead?  Whati 
point  spread?  Will  Ronald  Reagan'sl 
give  out?  I  wish  they  would  coil 
themselves  more  with  the  issues  amf 
with  who's  on  first. 

— Harold  Lavine,  in  Arizona  Rt 


'One  day,  my  lads,  all  these  will  be  yours. 
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Digital  telephone  e&cchangeifor  example.  The  fact  is,  \ 
digital,  is  a  revolution  in  Iwitchingjand  tranfmission,  designed  to 
~~  improve  everyone's  access  to  information.  And  in  the  coming  years. 

you'll  be  hearing  more  about  digital  technology  in  telephones, 
^Computers,  semiconductors  and  consumer  products.  NEC  is  at  the  heart 
:      of  this  digital  revolution,  thanks  to  the  successful  merging  of  its 
t       computer  and  communications  technologies— which  is  what 
El    G&C  is  really  all  about.  Being  at  the  forefront  is  what  has  earned 
»  NEC  the  trust  of  customers  in  over  120  countries,  m'- 
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Dng  before  energy  ■hh  .jmm   ■■■^  JF 

ecame  an  issue  or  a  crisis,  111^ 
ontinental  Bank  was  a  p  I WMA 

wading  lender  to  the  I^Ll  ^jfl  'fl^^l 

il  and  gas  industry.  I  «HflHI  I  ■■ 

enty-five  years  ago  we  were  pioneers.  One  of  the  few  major  banks  with  an  oil  and  gas  division.  Today, 
i  have  one  of  the  largest  oil  and  gas  portfolios  in  the  world.  And  no  bank,  anywhere,  has  a  larger  oil  and 
js  division  or  more  expertise  than  Continental.  It's  what  you  expect  from  a  top  corporate  bank. 
Continental  Bank,  it's  reality. 


RE4LITY 


(S£  CONTINENTAL  BANK 

^^•5^    Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago 


entina  -  Australia  •  Austria  -  Bahamas  •  Bahrain  -  Belgium     Brazil  ■  Canada  •  Colombia  •  France    Greece  •  Hong  Kong 
ohesia  •  Italy  •  Japan.  •  Kenya  •  Korea  •  Lebanon  •  Malaysia  ■  Mexico  •  The  Netherlands    The  Philippines  -  Singapore  ■  Spain 
Switzerland  •  Taiwan  •  Thailand  •  United  Kingdom  •  United  States  •  Venezuela  ■  West  Germany 


Our  engines  are  as 
careful  with  your 
company's  cash  flow 
as  you  are. 

First  light.  Cross  the  world  to  improve  the 
bottom  line.  It's  what  you,  and  only  you,  can  do. 
Now  count  on  Canadair  Challenger's 

efficiency. 

Fuel  economy,  modular  engine  maintenance 
reduce  direct  operating  cost.  It  beats  competitors  by 
12  to  30%.  High  bypass  turbofans  run  quietly. 

Challenger  is  the  only  corporate  jet  with 
wide-body  comfort.  Space  to  work,  space  to  relax. 
Head  room,  leg  room,  elbow  room. 

Challenger  efficiency  pays  off.  On  range,  on 
speed,  on  the  bottom  line. 

Look  at  the  numbers.  For  more  about 
Challenger,  call  our  President,  James  B.  Taylor,  at 
(203)  226-1581.  Or  write  him  at  Canadair  Inc. , 
Dept.  FB10  ,  274  Riverside  Avenue,  Westport, 
Conn.  06880. 


The  leader  in  range, 
speed,  and  wide-body  comfort 


AH  performance  tigu 


hallenger  are  based  on  wind-tunnel  tests,  computer-based  engineering  statistical  analysis  and  continuing  I 

iMUNMHniftMianiiMinnHnMnHBiuHUMfMk  ■   '*(  . 


istical  analysis,  and 
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zul  Volcker  is  making  a  bold  stand  in  de- 
nse of  the  dollar,  but  the  real  battle  is  at  the 
is  pump  and  the  power  plant. 


Gold,  dollars 
and  oil 


The  end  is  not  in  sight 


The  bill  the  U.S.  pays  for  imported  crude  oil  and  refined  products  is  moving 
toward  $70  billion  a  year  and  there  is  no  end  in  sight  to  the  double  squeeze  on 
price  and  supply.  The  staggering  cost  of  petroleum  imports  means  continued 
trouble  for  the  trade  balance  and  continued  weakness  for  the  dollar. 


SBillions 
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70  '71  '72  '73  '74  '75  '76  '77  '78  '79* 

U.S.  trade  balance     |        |  Imported  crude  oil  1        |  Imported  petroleum  products 
'Estimate 

Sources  U.S.  trade  balance, Council  on  Economic  Policy  (White  House),  Crude  oil and  petroleum  products.  Commerce  Dept 


Last  year  U.S.  exports  were  a  rec- 
ord $144  billion,  a  gain  of  $95  bil- 
lion since  1972.  Yet  in  1972  the 
U.S.  trade  deficit  was  a  manageable  $6.4 
billion,  whereas  last  year  it  was  an  un- 
manageable $28.5  billion.  Despite  a 
huge — and  clearly  successful — export 
push  by  U.S.  industry,  the  balance  of 
trade  worsened  considerably. 

That's  the  nub  of  the  dollar  problem. 
The  trade  deficit  is  paid  in  paper  dollars 
which  flood  the  world,  unwanted.  Since 
1976 — just  four  years  ago — the  U.S.'  cu- 
mulative trade  deficit  has  exceeded  $80 
billion.  To  get  rid  of  dollars  many  people 
lately  have  been  willing  to  spend  up  to 
400  of  them  for  a  single  ounce  of  gold.  As 
the  value  of  the  dollar  drops,  inflation 
becomes  worse.  Inflation  was  only  3.4% 
in  1972;  it  was  9.0%  last  year,  and  13% 
this  year. 

Endless  debate  rages  over  the  trade 
deficit.  Blame  it  on  declining  American 
competitiveness,  or  American  business- 
men who  don't  know  how  to  sell  over- 
seas, or  those  wicked  foreigners  who 
keep  American  goods  out.  Even  if  all 
these  things  are  true,  the  fact  is  that  U.S. 
exports  have  gone  up  three  and  a  half 
times  since  1972,  an  enormous  gam, 
even  after  adjusting  for  inflation. 

Here's  the  real  problem,  explaining 
both  the  weakness  of  the  dollar  and  the 
accelerated  inflation  since  1972:  In  1972 
the  U.S.  was  importing  2.3  million  bar- 
rels of  oil  a  day;  currently  it  is  importing 
7.8  million  barrels  daily.  The  dollar ^  num- 
bers are  far  worse.  The  U.S.  oil  import 
bill  was  only  $4.4  billion  in  1972;  it  was 
$40  billion  last  year;  and  this  year  it  will 
be  around  $55  billion,  headed  for  $70 
billion. 

The  demand  for  oil  does  not  go  down 
when  the  price  goes  up.  The  Organiza- 
tion of  Petroleum  Exporting  Countries 
discovered  this  in  the  early  Seventies 
and  has  been  ramming  the  lesson  home 
ever  since.  OPEC  raised  the  price  60% 
this  year.  It  is  threatening  to  raise  it 
again  if  inflation  continues — which  it  in- 
exorably will  as  long  as  the  price  of  oil 
keeps  rising.  The  price  of  foreign  oil  has 
already  increased  about  elevenfold  in  this 
decade. 

Accelerated  inflation  is  only  the  symp- 
tom. Oil  is  the  disease.  The  situation 
feeds  on  itself.  The  more  fanatical 
OPECers — Libya,  Nigeria,  Algeria,  Iraq — 
are  already  edging  up  the  price  and  non- 
OPEC  Mexico  is,  too.  Even  Saudi  Arabia 
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is  warning  that,  as  long  as  the  dollar 
continues  to  depreciate,  the  price  of  oil 
will  continue  to  rise. 

Disgusted  with  the  shrinking  dollar, 
the  Arabs  reportedly  are  shifting  to  gold. 
The  U.S.  has  a  good  deal  of  gold — 270 
million  ounces  at  last  count.  At  $400  an 
ounce  the  gold  in  Fort  Knox  is  worth 
about  $110  billion.  But  using  gold  as 
money  would  do  no  more  than  buy  a 
little  time — maybe  enough  to  cover  the 
trade  deficit  for  four  years.  "Gold  could 
go  to  $1,000  an  ounce  but  that  wouldn't 
affect  the  central  problem,"  says  one 
Washington  economist. 

U.S.  exports  will  rise  another  20%, 
past  $170  billion,  this  year,  but  hopes  of 
cutting  the  trade  deficit  could  dampen  if 
OPEC  turns  the  screw  again.  As  for  high 
interest  rates,  or  price  and  credit  con- 
trols, they,  like  gold,  would  do  no  more 
than  buy  time.  This  is  not  to  denigrate 
what  Federal  Reserve  Chairman  Paul 
Volcker  is  doing  in  defense  of  the  dollar. 
He  is  like  the  Spartans  holding  the 
mountain  passes  against  the  Persians. 
While  the  Spartans  bought  time,  the  rest 
of  the  Greeks  put  together  a  fleet  that 
turned  back  the  invaders.  Unfortunately, 
the  Federal  Reserve  has  no  power  to  put 
together  a  fleet  that  would  turn  back  the 
tide  of  imported  oil.  Volcker  and  his  crew 


The  Fed  defense  of  the  dollar 
buys  time,  just  as  Spartans 
bought  time  by  dying  before 
the  Persian  invaders.  But 
while  Spartans  died,  Greeks 
built  a  fleet  that  crushed  their 
enemies.  Unfortunately,  the 
Fed  cant  build  a  fleet  to  repel 
the  tide  of  import  oil. 


are  doing  two  things:  putting  interest 
rates  up  to  where  they  will  hurt  the  spec- 
ulators who  are  making  the  situation 
worse  by  roiling  the  commodities  mar- 
kets; and  slowing  down  the  economy  in 
an  effort,  indirectly,  to  cut  the  demand 
for  oil. 

The  very  weekend  Volcker  announced 
his  tough  measures  to  bolster  the  dollar 
and  slow  inflation,  a  mob  of  middle-class 
youths  were  trying  to  storm  New  En- 
gland's biggest  nuclear  power  plant.  Such 
self-appointed  guardians  of  the  public  in- 
terest have  already  crippled  nuclear  pow- 
er development.  Even  worse,  many 
Americans  still  believe  there  is  no  oil 
crisis,  only  a  price  plot  by  the  big  oil 
companies  and  Arabs.  Coal,  our  most 
plentiful  energy  resource,  is  neglected. 
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Progress  has  been  made.  The  N 
Slope  oil  pipeline  was  a  prodigy  of  a 
and  scale.  Gasoline  consumption  by 
American  cars  is  already  improving 
matically.  The  price  controls  that  pi 
ized  U.S.  producers  of  oil  and  gaj 
being  phased  out.  Yet  it  is  a  measu 
the  intractability  of  the  problem 
even  such  major  steps  are  only  the 
est  beginning  in  dealing  with  the  er 
crisis,  the  great  challenge  of  our1 
While  Volcker,  like  the  Spartans,  t 
the  passes,  today's  Athenians  are  si 
home  arguing  the  fine  points  of  the  s 
tion.  Some  of  the  politicians  are 
saying  that  it  is  all  the  Spartans'  I 
that  the  Persians  are  no  real  threa 
short,  the  U.S.  has  yet  to  take  the 
ronmental,  financial  and  political 
that  the  energy  crisis  calls  for — risk 
volving  nothing  less  than  a  dimim 
now  in  the  vaunted  U.S.  standard  o 
ing  for  the  sake  of  avoiding  much  v 
in  the  1980s. 

The  New  York  Times  put  it  very  wel 
recent  issue  when  it  editorialized:  ' 
but  will  Jimmy  Carter  dare  to  be 
sponsor  of  the  $2  gallon?  Will  Ed 
Kennedy,  John  Connally,  Howard  E 
and  Ronald  Reagan?  This  should  bt 
essential  question  for  1980,  the  real!  pw 
of  courage."  ■ 


The  U.S. '  lack  of  an  oil  policy  is  causing  turmoil  in  the  gold  a\ 
currency  markets,  and  we  haven  t  seen  anything  yet,  says  this  expe 
Having  addicted  the  U.S.  to  imported  crude,  OPEC  will  now  try 
hook  us  on  petroleum  products  refined  abroad. 


OPEC  is  springing 
another  trap 


By  James  Cook 


Ralph  Nader  and  similar  self-ap- 
pointed authorities  assure  the 
American  people  that  there  is  no 
oil  crisis:  just  greed  on  the  part  of  the  big 
oil  companies.  But  the  turmoil  in  the 
gold  market  and  the  continual  sinking  of 
the  U.S.  dollar  make  mockery  of  such 
facile  demagoguery.  The  truth  is  simple: 
The  U.S.  insists  on  importing  more  oil 
than  it  can  pay  for  with  exports,  and  so 
the  world  is  flooded  with  dollars;  mean- 
while Congress,  afraid  to  face  the  truth, 
fails  to  do  anything  either  to  provide 
alternative  sources  of  energy  or  to  en- 
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force  cutbacks  on  the  American  people. 

Worse  is  in  store,  says  G.  (for  George) 
Henry  M.  Schuler,  a  former  diplomat  and 
oil  company  executive  who  has  just  fin- 
ished an  exhaustive  study  on  oil  refining 
and  the  national  security  for  the  Wash- 
ington, D.C.  consulting  firm  of  Conant 
&  Associates  Ltd.  Already  at  the  mercy 
of  cutthroat  OPEC  dictators  like  Qad- 
dafi,  Khomeini  and  Iraq's  Hussain,  the 
U.S.,  Schuler  says,  is  blundering  into 
even  greater  dependence  on  imports. 
Having  come  to  depend  on  them  for 
crude  oil,  we  are  about  to  fall  under  their 
thrall  for  refined  products  as  well. 

At  the  moment,  the  U.S.  is  importing 


43.%  of  the  19  million  barrels  of  c 
burns  every  day.  However,  it  ref 
most  of  that  oil  in  the  U.S. — into  £ 
line,  heating  oil,  utility  fuels.  Cur 
imports  of  refined  products  are  al 
10%  of  our  daily  usage — and  about  hi 
that  comes  from  the  Caribbean. 

But  watch  out!  says  Schuler.  We 
blundering  into  yet  another  OPEC 
because  we  are  discouraging  the  oi 
dustry  from  expanding  refinery  capa 
in  the  U.S.  The  problem  is  a  comb 
tion  of  import  policy  and  environme 
restrictions.  The  prospect  is  that  wi 
a  few  years  we  will  be  dependent 
OPEC  countries  for  refined  product 
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as  for  crude  oil — and  that  dependen- 
jj  will  have  dire  consequences  for  the 
t)>.  Here's  the  situation: 
iiJThe  U.S.  refining  industry  is  already 
grating  close  to  practical  capacity, 
.aanwhile,  demand  is  inching  upward 
<Jl  could  increase  by  as  much  as  3  mil- 
t|i  barrels  a  day— 17%— by  1985.  But 
tiiost  no  new  refining  capacity  is  being 
:|lt  in  the  U.S.  The  result  is  that  we 
-odd  soon  have  a  gap  of  nearly  5  million 
urels  between  what  we  refine  and  what 
K  consume. 

[('he  temptation  to  step  up  imports  will 
^strong.  Plenty  of  excess  capacity  is 
I  liable  abroad,  well  over  half  of  it 

,ned  by  the  seven  international  oil 
tlipanies  that  supply  45%  of  the  U.S.' 
(il  petroleum  needs.  The  existing  ca- 
iiity  is  only  the  half  of  it.  There's  still 
are  in  the  making,  in  North  Africa  and 
It  Middle  East.  The  producers  in  these 
gis  currently  plan  to  build  5  million  to 

lillion  barrels  a  day  of  export  refining 
f|acity  by  1985,  and  in  Saudi  Arabia, 
iiere  as  much  as  a  third  of  the  total  will 
iiconcentrated,  the  Saudi  government 
:(ll  build  these  refineries  in  partnership 
ih  the  American  oil  giants — Texaco, 
jCal,  Mobil  and  American  Shell.  (Exxon 
.ibarticipating  in  a  petrochemical  ven- 
I  i  instead.) 

jij'he  American  companies  have  an  ob- 
lltion  to  put  up  a  portion  of  the  capital 
Quired  and  also  to  market  all  of  the  new 
meries'  output.  In  exchange  for  mar- 
i/jtng  the  product,  the  Saudis'  oil  com- 
.  y  partners  will  assure  themselves  of 
jferred  access  to  large  volumes  of  Saudi 
iide,  a  key  element  in  their  corporate 
tegies  for  three  decades.  Where  will 
y  dump  this  product?  In  the  U.S., 
:re  else?  "This  might  make  sense  for 
lobil  or  a  Texaco,"  Schuler  goes  on, 
t  from   a  national  perspective  it 
sn't  make  any  sense  at  all." 
/hat  does  it  matter  whether  the  U.S. 
;ts  its  energy  needs  with  imported 
ie  or  imported  product?  If  you've  got 
r  own  refinery,  Schuler  says,  you  can 
1  c  and  choose  to  some  extent  among 
r  suppliers.  Take  Germany,  he  says, 
ing  the  1973  oil  embargo.  Germany 
If  was  considered  neutral  by  the 
ikhs.  Yet  its  shortfall  (20%)  was  even 
Jier  than  that  of  the  Dutch  (17%), 
1*5  were  embargoed,  and  the  reason  is 
Germany  depended  upon  Dutch  re- 
<irs  for  its  gasoline  and  heating  oil. 
ii:  Dutch  could  find  alternative  sources 
jmuch  of  their  Arab  crude.  But  when 
•  I  Dutch  banned  product  exports,  the 
Mmans  were  hard  pressed  to  find  any 
mative  sources  of  refined  products. 
The  OPEC  producers  have  the  oil 
[Jlrer,"  Schuler  says,  "and  they're  not 
lig  to  relinquish  it.  [Saudi  oil  minister] 
.  tpani  is  very  explicit.  They  want  to  go 
imstream  in  refined  products  because 
/  want  to  be  able  to  control  their 
inies  better.  If  you  don't  have  the 
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refineries,  you  can't  change  your  feed- 
stock— turn  to  synthetics  if  they're  de- 
veloped or  to  other  sources  of  crude. 
You're  totally  at  their  mercy,  and  the 
Arabs  appreciate  that.  They  want  to  get 
control  of  tankers  for  the  same  reason — 
to  control  the  downstream  operations  so 
there's  no  flexibility  on  the  part  of  the 
consumer. 

Schuler  recognizes  that  the  temptation 
to  import  refined  products  will  be  con- 
siderable. For  a  time  anyway  they're  like- 
ly to  be  relatively  cheap,  and  the  anti- 
inflationary  argument  seems  to  override 
all  others  these  days.  Because  there  is 
still  excess  capacity  abroad,  it  is  cheaper 
to  import  than  to  expand  at  home.  For 
now.  But  Schuler  likes  to  recall  how  the 
East  Coast  utilities  became  dependent 
on  imports  from  the  Caribbean  for  80% 


Consultant  Henry  Schuler 


Once  the  producing  countries  move 
into  refining,  he  argues,  they  can  say, 
"We  will  sell  you  a  barrel  of  crude  for 
every  barrel  of  product  you  buy." 

of  the  residual  oil  they  use  to  fire  their 
boilers. 

The  imports  from  the  Caribbean  were 
cheap  when  they  first  began  coming  in 
in  the  late  Fifties  and  gradually  drove 
coal  and  natural  gas  out  of  the  utility 
market.  Then  when  prices  went  througb 
the  roof  in  the  Seventies,  the  utilities 
had  no  place  else  to  turn.  Imported  resid- 
ual fuel  oil  prices  soared  462%  between 
1969  and  1974,  while  gasoline  prices  rose 
128%.  It's  the  old  story:  Somebody  cre- 
ates a  monopoly  by  selling  cheap  and 
driving  his  competitors  out  of  business; 
once  they  are  gone  the  monopolist  jacks 
up  the  prices. 

Schuler  believes  that  that  will  happen 
again  if  the  U.S.  doesn't  bluntly  tell  the 
Saudis  and  their  oil  company  partners 
that  the  U.S.  has  no  intention  of  letting 


itself  become  hooked  on  imported  prod- 
ucts. The  Japanese  and  most  of  the  Euro- 
pean countries,  Schuler  says,  have  al- 
ready made  that  clear.  Schuler  thinks 
that  a  "national  security"  fee  should  be 
imposed  on  product  imports — "high 
enough  to  sustain  the  price  levels  that 
would  have  been  realized  without  the 
threat  of  imports,"  he  adds.  "The  Saudis 
can  ignore  such  a  signal,  but  Mobil  can't 
and  Texaco  can't." 

Schuler  denies  that  foreign  refiners 
have  any  real  cost  advantage  over  the 
U.S.  producers,  though  they  are  often 
spared  the  environmental,  safety,  health 
and  other  costs  U.S.  refineries  incur  as  a 
result  of  government  policy.  In  fact,  the 
new  and  inherently  high-cost  refineries 
being  planned  in  Saudi  Arabia  are  frankly 
going  to  be  subsidized.  The  Saudis  will 
give  low-cost  loans,  favorable  transfer 
prices,  subsidized  tanker  rates  and  so  on. 
Says  Schuler:  "Someone  is  going  to  say, 
'Who  cares?  As  long  as  they're  going  to 
subsidize  my  energy  costs,  great.  I'm  all 
for  it.'  But  it  won't  last,  because  the  real 
underlying  cost  is  there.  And  they'll  hold 
prices  down  only  so  long  as  is  required  to 
become  indispensable.  And  then  it  may 
be  too  late  for  the  U.S.  to  bring  its  refin- 
ing industry  up  to  scratch." 

The  stakes  are  not  piffling:  Whereas 
imported  crude  now  costs  about  $25  a 
barrel,  imported  refined  products  cost 
from  $35  to  $40.  Thus  the  impending 
shortfall  of  3  million  barrels  of  refined 
products  could  put  theJU^Ttialance  of 
payments  deeper  in  tne  hole  by  at  least 
$11  billion  a  year— in  1979  dollars. 
"Once  these  [OPEC]  refineries  are  built," 
Schuler  says,  "there's  no  turning  back. 
That  product  is  going  to  go  somewhere, 
and  the  Saudis  can  then  say  we  will  sell 
you  a  barrel  of  crude  for  every  barrel  of 
product  you  buy.  The  tied  concept  would 
really  get  to  be  a  great  problem.  If  these 
refineries  are  built  on  the  assumption 
they're  going  to  have  access  to  the  U.S. 
market,  and  five  years  from  now  Con- 
gress says  we  can't  let  our  national  secu- 
rity be  threatened  by  product  imports, 
we're  going  to  be  faced  with  a  real  con- 
frontation because  the  Saudis  will  con- 
trol the  oil. 

"There's  nothing  Congress  can  do  to 
create  oil  reserves  in  this  country,  but 
Congress  has  total  control  over  creating 
refineries.  It's  a  question  of  providing 
incentives  to  build.  The  consequence  of 
drift  is  so  horrendous." 

Schuler  pauses  and  then  utters  the  un- 
thinkable— that  the  situation  is  leading 
us  straight  to  war  while  a  whole  chorus 
of  voices  assures  Americans  that  it's  all 
the  oil  companies'  fault.  Schuler  says  qui- 
etly: "I  don't  think  the  American  people 
are  going  to  accept  being  a  second-class 
power,  and  if  they  don't  do  something  to 
correct  the  energy  situation,  it's  going  to 
be  that — or  some  sort  of  military  alterna- 
tive. It's  avoidable."  ■ 
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The  end  of  the  world  may  be  coming,  but  it 
won't  be  all  that  easy  to  make  a  buck  on. 

How  do  you  play 
Armageddon? 


It  is  now  clear  that  the  spurt  in  the 
price  of  gold  that  greeted  the  advent 
of  autumn  had  many  of  the  earmarks 
of  a  classic  short  squeeze.  Here  is  what 
happened: 

At  a  time  when  Arabs  and  some  non- 
Arab  countries  were  starting  to  increase 
purchases  of  gold,  the  U.S.  Treasury  de- 
cided to  reduce  its  monthly  sales  of  gold 
out  of  the  U.S.  stockpile  from  1.5  million 
ounces  to  750,000  ounces.  That  change 
cut  9  million  ounces  (annual  rate)  from 
the  supply  going  into  private  hands — a 
shift  of  substantial  importance  in  terms 
of  the  31.5  million  ounces  produced  an- 
nually in  non-Communist  countries. 

The  trap,  already  inadvertently  set, 
was  sprung  when  the  Dresdner  Bank  of 
Frankfurt  took  96%  of  the  August  auc- 
tion, presumably  for  the  account  of  a 
major  Arab  buyer.  When  this  happens — 
when  an  overwhelming  proportion  of  the 
gold  is  awarded  to  one  buyer — other  bul- 
lion dealers  are  left  without  gold  they  had 
anticipated  buying.  In  many  cases,  these 
dealers  have  already  sold  the  gold,  in 
effect  going  short.  They  are  forced  to 


cover  their  commitments  in  the  open 
market.  After  the  Aug.  21  auction,  gold 
spurted  from  $307  an  ounce  and  then  to 
$375  an  ounce  a  month  later. 

Only  a  few  days  before  the  squeeze, 
most  of  the  forecasters  were  scoffing  at 
the  idea  of  gold  holding  above  $250. 
"This  is  the  type  of  action  you  see  at  the 
top  of  a  big  bull  market,"  one  commod- 
ities analyst  said  on  Aug.  16.  "The  poten- 
tial of  a  decline  to  $270  an  ounce  [within 
the  next  four  to  six  weeks]  is  quite 
good,"  declared  William  E.  Byers,  head  of 
commodities  research  at  Bear,  Stearns. 
Andre"  Sharon,  the  respected  head  of  in- 
ternational research  at  Drexel  Burnham 
Lambert  Inc.,  went  along  with  the  perva- 
sive bearishness  by  advising  clients  to 
sell  some  gold  at  $277.  The  gold  price  is 
"likely  to  drop  below  $250  an  ounce" 
within  six  months,  he  said,  possibly  go- 
ing as  low  as  $235. 

In  climbing  all  the  way  to  $441  an 
ounce — briefly — before  subsiding  into 
the  high  300s,  the  price  of  gold  did  more 
than  discombobulate  the  experts.  With 
its  inflationary  implications,  it  threw 


We  gold  pit  at  the  Comex 

The  stampede  here  roared  into  other  commodities. 


into  doubt  the  widespread — and 
founded — belief  in  the  money  ma 
that  the  economy  and  the  inflatior 
were  about  to  tail  off.  At  the  same  ti 
set  off  a  wave  of  speculation  in  the 
metals  markets.  The  sharp  runup  ii 
ver  was  perhaps  expectable  since  si 
like  gold,  is  a  traditional  store  of  \ 
But  copper  is  a  metal  whose  two  i 
consumers — autos  and  construct: 
are  in  recession.  Its  price  should  b« 
tailspin.  Yet  it,  too,  took  off  in  the 
of  gold,  leaping  from  88  cents  a  pou 
$1.17  in  just  six  months. 

The  rally  in  copper  provides  ampl 
dence  that  much  of  the  increase  in 
als,  farm  products,  sugar  and  other 
modities  is  not  so  much  a  reflectu 
supply-demand  forces  or  even  of 
tion  psychology  as  a  plain  old-fashi 
numbers  game. 

In  the  late  1960s  and  early  L| 
butchers,  elevator  operators  and  do 
all  had  their  favorite  high-flying  s 
one  that  would  soon  sell  at  a  multip 
100  to  200  times  earnings  proj» 
years  in  the  future.  Later  on,  it  was  s 
options.  Soybeans  had  a  fling  in 
silver  and  sugar  in  1974,  coffee  an 
ange  juice  in  1977-78.  All  tumbled. 

Observe  a  Deak-Perera  office  in 
major  cities  where  foreign  exchange 
gold  coins  are  sold  to  the  man  ir 
street.  There  you  will  see  the  same 
viduals  who  once  populated  the  st 
level  stock  brokerage  offices  kee 
track  of  the  price  of  Krugerrands, 
gold  and  futures  contracts  to  buy  o 
gold.  Signs  of  a  typical  sucker's  gam 

As  October  wore  on  and  the  p 
calmed  down,  sober  thoughts  took 
again  and  traders  with  long  mem 
recalled  there  had  been  a  similar  spe 
tive  runup  in  1974  on  the  eve  of  the 
recession.  Once  interest  rates  rea 
frightening  heights  and  once  incoi 
vertible  evidence  of  a  severe  down 
was  at  hand,  metals  prices  collapse 
be  sure,  the  ultimate  crisis  (seep.  29 
not  over,  but  neither  was  the  world 
nomic  system  about  to  collapse  as 
gold  bugs  then  thought  likely.  This  t 
in  the  last  autumn  of  the  1970s,  the 
action  taken  by  the  Federal  Reserve 
der  the  new  leadership  of  Paul  A.  Vol 
served  notice  on  the  financial  comm 
ty  that  the  Fed  was  no  longer  politi 
timid  in  its  defense  of  the  dollar, 
again  metals  prices  showed  clear  sigi 
having  topped  out.  Even  that  slick 
fessional  doomster  and  TV  person 
Howard  Ruff  postponed  the  date  fo 
promised  Armageddon  to  the  next  re 
sion,  not  this  one. 

The  simple  truths  are  these:  Our  e 
omy,  our  society,  is  stronger  than 
doomsters  like  to  think,  too  strong 
overthrown  by  mere  gold  speculator 

But  the  energy  crisis  is  also  more  a 
mal  than  most  people  realize,  and) 
mains,  by  and  large,  unaddressed. 
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The  pig  and  the  pyramid  of  gold — a  fable  for  our  times 


Once  upon  a  time,  way  back  at  the  start  of  1979,  a 
pig  chanced  to  meet  a  wizard,  who  told  him:  "The 
world  is  going  to  hell.  This  means  that  the  price  of 

igold  must  rise." 

"How  much  will  it  rise?"  the  pig  asked. 
"Before  we  greet  the  next  new  year,"  the  wizard 
replied,  "it  shall  have  doubled." 

I    The  pig  believed  him.  Being  smart  and  bold,  but  a 

|  bit  short  on  cash,  the  pig  set  out  to  make  his  fortune 
by  leveraging  and  pyramiding  in  the  gold  futures 

I  market.  He  could  buy  a  contract  for  later  purchase  of 
100  ounces  of  gold  with  a  tiny  down  payment.  As 
the  price  of  gold  rose,  so  would  the  value  of  his 

{contract.  With  his  profits  he  could  buy  more  con- 
tracts without  stopping  until  he  was  very,  very  rich. 
Sold  was  then  $227  an  ounce,  and  the  wizard  had 

assured  him  it  would  double.  And  so  this  little  pig 
went  off  to  the  gold  futures  market. 


On  Jan.  5,  the  pig  bought  his  first 
contract — the  right  to  buy  100 
ounces  of  gold  in  October  at 
$241.50  an  ounce.  It  cost  him 
just  $750.  At  that  price,  an  in- 
crease of  only  $7.50  an  ounce 
would  double  the  pig's  money. 
A  decline  of  $7.50  would  wipe 
him  out,  of  course,  but  it  is  not 
in  a  pig's  nature  to  think  nega- 
tive thoughts.  For  a  few  weeks 
he  was  a  happy  pig,  indeed. 
By  Feb.  23,  in  fact,  having 
pyramided  all  his  paper  prof- 
its into  additional  contracts, 
his  $750  was  worth  nearly 
$40,000.  Alas,  on  Apr.  12, 
gold  fell  and  the  pig  was 
wiped  out. 


fan.  5 


July  27 

$373,332 


Undaunted,  the  pig  bided 
his  time.  In  mid-May, 
when  the  U.S.  Treasury  de- 
cided to  reduce  the  amount 
of  gold  it  sold  monthly,  he 
moved  again.  For  a  $1,000 
deposit,  he  picked  up  one 
contract  at  $269.60.  With 
scarcely  a  hitch,  pyramid- 
ing again,  his  equity 
soared.  On  July  27,  with 
gold  at  $311.60,  he  had 
318  contracts  worth 
$373,000  and  blessed 
the  day  he  had  run  into 
the  wizard.  But  after 
some  good  news  on 
U.S.  trade  balances, 
gold  fell,  and  by  Aug. 
3  the  pig  was  wiped 
out  again. 


J  L 


May  18 


J  I  L 

May 


Still  undaunted,  and  having 
heard  rumors  that  "the 
Arabs  are  buying,"  the  pig 
anted  another  $1,000  on 
Aug.  24  for  a  contract  at 
$314.40  and  was  soon  off 
on  another  giddy  ride. 
By  Oct.  1,  pyramiding 
again,  and  with  gold  at 
$416,  his  equity  had 
soared  to  almost 
$124,000.  But  he  had 
been  richer  than  that 
before,  on  paper,  and 
he  held  out  for  more. 
By  Oct.  4,  gold  had 
fallen  back  to  $370 
and  the  pig  once 
more  was  wiped  out, 
Moral:  Wizards 
don't  always  tell  you 
that  in  any  market, 
but  especially  in 
commodity  fu- 
tures, the  shortest 
distance  between 
two  points  is  al- 
most never  a 
straight  line. 
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How  does  Victor  Posner  get  away  with  what 
he  does?  Sorry.  That's  the  wrong  question. 


Why  Victor  Posner 
is  riding  high 


By  Harold  Seneker 


Victor  Posner  (right)  and  his  son,  Steven,  in  1968 

The  elder  Posner  once  willingly  posed  for  photographers.  In  1976,  annual 
reports  of  companies  he  controls  dropped  the  formal  portrait,  carried  at  least 
since  1968,  for  a  charcoal  drawing,  even  amid  color  photos  of  other  officers. 
This  year,  Posner  has  refused  repeated  requests  for  fresh  pictures. 


USI\(;  MOSTLY  BORROWED  MO 
Victor  Posner  has  won  contrc 
$464  million-assets  Sharon  9 
Corp.  plus  seven  other  smaller  coil 
nies.  Through  these  companies  he 
also  acquired  good-size  blocks  of  sto 
in  such  non-Posner  companies  as  it 
most-McKesson,  National  Can  and 
nup  &  Sims. 

Posner  values  himself  highly.  Foil 
labors  last  year  he  drew  at  least 
million  in  salary,  bonus  and  benefr 
wage  probably  ranking  behind  Jane  1 
da's  and  well  ahead  of  the  chief  exi 
tives  of  such  major  American  corp; 
tions  as  General  Motors,  General  E 
trie,  International  Business  Mach 
and  American  Telephone  &  Telegrap 
Posner,  60,  has  also  helped  himse! 
the  corporate  cookie  jar  in  other  way: 
1977  the  Securities  &  Exchange  C 
mission  complained  that  his  family 
improperly  charged  more  than  $1.7  i 
lion  to  his  publicly  held  companies 
plane  trips,  vacations,  hotel  suites,  fi 
liquor,  chauffeured  limousines  and 
mestic  servants,  among  other  thij 
"Victor  Posner  has  taken  the  positic 
an  audit  committee's  report  said,  "1 
essentially  all  of  his  time  is  spent 
business  and  that  substantially  all  of 
travel,  hotel,  restaurant,  food,  liquor 
similar  expenses  are  incurred  for  a  bl 
ness  purpose.  .  .  .  until  recently  the  1 
den  has  been  on  the  companies'  accoi 
ing  personnel  to  establish  that  an 
pense  was  personal  before  Victor  Pos 
would  accept  being  charged  for  it."  W 
out  admitting  wrongdoing,  Posner 
his  son  and  daughter  paid  a  first  set 
ment  of  $600,000,  and,  after  the  outj 
audit,  a  cool  $1.1  million  more. 

Posner  is  very  generous  to  his  farr 
Last  year  his  son,  Steven,  36,  di 
$559,411;  his  brother,  Benn 
$178,201.  Since  he  took  over  Shai 
Steel,  a  smallish,  landlocked,  Pennsy; 
nia  steel  producer,  the  company  has  si 
fit  to  purchase  and  maintain  a  series 
yachts,  two  of  them  100-foot-plus  oca 
going  yachts,  which  in  the  past  hi 
frequently  been  in  service  to  Posner  i 
guest  or  guests. 

In  spite  of  this  wrist-slapping  by 
SEC,  Posner  is  going  stronger  than  e1 
Attracted  by  the  obvious  bargains  t 
abound  in  the  stock  market,  he  seems 
be  getting  into  position  to  buy  big  blot 
of  yet  otber  companies. 

•  Sharon  last  summer  announced 
offering  of  $50  million  in  subordina 
debentures  this  month  expressly  to  I 
still  more  stocks.  (The  underwriter 
Paine,  Webber,  Jackson  &  Curtis). 

•  Sharon  is  negotiating  for  a  $100  n 
lion  line  of  credit,  ostensibly  for  cap] 
expenditures,  pegged  at  prime  to  thl 
quarters  of  a  point  over  prime.  This  is 
addition  to  a  $25.8  million  line  of  ta 
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jans  out  with  Mellon  Bank,  N.A.  and 
thers,  mostly  at  Vi  %  over  prime,  partly 
3  Sharon  and  partly  to  its  parent,  NVF; 
ad  another  $25  million  line,  apparently 
ot  now  being  used;  and  $48  million  in 
iort-term  notes  at  120%  of  prime,  used 
>  buy  shares  in  UV  Industries. 

•  The  liquidation  of  UV  Industries, 
hich  chose  corporate  suicide  over  join- 
ig  the  Posner  empire,  has  already  deliv- 
•ed  to  Sharon  Steel  $61.6  million.  More 
ish  or  salable  stock  is  due,  according  to 
V's  plan,  by  Mar.  31,  which  could 
nount  to  $10.3  million. 

•  Last  year  Sharon  generated  cash 
nounting  to  $43.6  million,  roughly 
rual  to  corporate  expenditures,  plus  UV 
vidends  of  $1.9  million.  This  year,  ac- 
wding  to  Sharon's  unaudited  figures, 
>erations  were  generating  cash  at  twice 
ist  year's  rate  through  the  first  half. 


o  what  if  he  has  to  pay  15% 
iterest?  Interest  is  a  corpo- 
ite  expense;  after  a  46%  tax 
iite,  15%  is  just  8.1%  net.  In- 
corporate dividends,  by 
vtntrast,  are  85%  tax -shel- 
ved. So  if  the  stocks  he  buys 
eld,  say,  7%,  the  net  yield  is 
most  6.5%.  Thus  Posner 
imp  antes  can  carry  their 
teculative  holdings  at  a  very 
w  interest  cost.  If  the  stocks 
>  down,  moreover,  he  gets  no 
argin  calls;  these  are  corpo- 
ite  investments. 


•  Posner  has  a  few  other  little  proper- 
is  (see  djart),  which  are  also  buying 

ner  people's  stock.  DWG  Corp.,  Penn- 
ilvania  Engineering  Corp.,  Birdsboro 
prp.,  Southeastern  Public  Service  Co., 
tilson  Brothers  and  National  Propane 
i>rp.  generated  a  combined  cash  flow  of 

out  $20  million  last  year. 

iSo,  he's  able,  if  he  wants  to,  to  put 

;ether  well  over  $300  million.  That's 
j  top  of  his  current  investments  (UV 
i:luded),  worth  more  than  $270  million 
ii  recent  market  prices.  Current  high 
terest  rates  may  put  something  of  a 

mp  in  Posner 's  buying  plans  but  on 
lh  other  hand,  maybe  they  won't.  If 
oney  is  more  expensive  since  Paul 

ticker's  famous  Saturday  press  confer- 
ee, stocks  are  cheaper. 

What  is  the  game?  Why  accumulate 

>re  than  a  quarter-billion  dollars  in 
i!ck  and  go  after  much  more,  mostly  on 
ij-rowed  money?  Essentially  because  he 
t  ognizes  that  in  an  inflationary  period 

nakes  sense  to  incur  debt  and  accumu- 
\>i  equities.  That  may  not  work  for 
ijall  investors,  who  might  easily  be  sold 
|  in  a  selling  panic,  but  it  works  well 
j:  big  boys  like  Posner.  Sure,  interest 
\\ts  are  high  and  going  higher  but  the 
:  laws  are  on  Posner's  side.  So  what  if 


Posner 's  web 


A  conservative  presentation  of  Victor 
Posner's  intricate  empire.  Percent- 
ages are  the  amount  of  each  com- 
pany's stock  owned  by  a  Posner-con- 
trolled  company.  Dollar  figures  are 
estimates  of  the  value  of  each  posi- 
tion that   might  flow  through  to 


Posner  and/or  his  family.  The  figures 
derive  from  SEC  filings  and  other 
sources  believed  to  be  reliable.  Not 
included  are  holdings  of  convertible 
stock,  options,  real  estate,  etc.  The 
full  extent  of  the  Posner  Perplex  is 
known  only  to  Posner. 


McLouth  Steel 
4.8% 
$416,000 


Salem  Corp 

-  11.52% 
$476,000 

Birdsboro  Corp3 

—  90.5% 
$2,589,000 


Wheeling-Pittsburgh 
Steel 
5.1% 
$605,000 

Sherwin-Williams 
0.96% 
$222,000 

Bliss  &  Laughlin  Inds 
7.1  % 
$1,503,000 

National  Gypsum 
5.02% 
$3,076,000 


Natl  Propane    Wilson  Bros3 
Corp  42.4% 
100%  $276,000 


Heinicke 
Instruments 
10.5% 
$125,000 

Orange-co 

5.47% 
$113,000 

Interlake 

8.57% 
$948,000 

S'eastern 
Public  Serv  Coa 
50.5% 
$2,330,000 


Ipco  Hosp  Supply 
6.51  % 
$256,000 

Modern  Interest 
100% 


Pennsylvania  Engineering  Corp 
15.9%  owned  by  Posner  &  SMC 
$6,003,000 


DWG  Corp 
13%  owned  by  Posner  &  SMC 
$2,317,000 


Family  trusts  Foundation 

VICTOR  POSNER  - 


I 
i 

Security  Management  Corp 
(100%  owned) 

NVFCo 
32%  owned  by 
Posner  &  SMCb 
$102,861,000 


Starrett  Housing 
4.86  % 
$355,000 


Huyck  Corp 

10.7% 
$2,772,000 


Coachmen  Inds 
5.25% 
$350,000 


APL  Corp 

15.8% 
$1,788,000 


National  Can 

24% 
$13,855,000 


Simplicity  Patternc 

3%-4% 
$1,577,000 


Sharon  Steel 

86% 
$93,851,000 


McLouth  Steel 
1.3% 
$195,000 


Summit  Systems 
100% 


I 

Reliance  Electric'' 
4.1% 
$12,273,000 


UV  Inds 
22.5% 
$27,816,000 


Foremost  McKesson* 
7.3% 
$8,089,000 


City  Investing 
5.6% 
$6,597,000 


Burnup  &  Sims 
27.8% 
$4,621,000 


Howell  Inds 
11.3% 
$246,000 


aDoes  not  include  minor  direct  holdings  by  SMC. 

'includes  shares  held  by  Posner  under  NVF's  Stock  Savings  Plan  and  Employees'  Thrift  Plan 

1  Identity  of  Posner  firm  holding  this  stock  was  not  disclosed. 

^Sharon  has  tendered  its  Reliance  shares  to  Exxon. 

eDoes  not  include  additional  holdings  of  convertible  preferred  stock 
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he  has  to  pay  15%  interest?  Interest  is  a 
corporate  expense;  after  a  46%  tax  rate, 
15%  is  just  8.1%  net.  Intercorporate 
dividends,  by  contrast,  are  85%  tax-shel- 
tered. So  if  the  stocks  he  buys  yield,  say, 
7%,  the  net  yield  is  almost  6.5%.  Thus 
Posner  companies  can  carry  their  specu- 
lative holdings  at  a  very  low  net  interest 
cost.  If  the  stocks  go  down,  moreover,  he 
gets  no  margin  calls;  these  are  corporate 
investments.  As  long  as  the  aggregate 
dividends  are  safe,  he's  safe. 

Meanwhile,  look  at  the  possibilities! 

First,  of  course,  the  stocks  may  go  up; 
they  generally  have — we  have  been  in  a 
virtually  unrecognized  bull  market  for 
several  years  now  (Fokbes,  Oct.  15).  That 
gives  a  nice  paper  profit. 

There  may  be  a  takeover  by  someone 
else,  givinga  fast,  big,  real  profit.  The 
Exxon-Reliance  Electric  merger  gave 
Sharon  Steel  a  fast  $24  million  gain. 

Posner  can  make  his  holding  public 
knowledge  through  a  Schedule  13D  or,  if 
he  doesn't  hold  5%,  through  a  "helpful" 
press  release.  Tremors  that  can  turn  into 
cash  then  go  through  corporate  executive 
suites:  Kaufman  &  Broad  took  him  out  of 
a  5.3%  position  earlier  this  year  for  $2.9 
million  more  than  NVF  paid  for  it.  Ah 
yes!  There  can  be  profit  in  fear  and  loath- 
ing! Being  Posner-free  is  a  boon  some 
executives  are  willing  to  pay  for. 

Posner,  however,  may  not  want  to  sell 
out.  He  can  increase  the  holding  to  20% 
if  the  company's  future  looks  promising; 
then  the  buying  company — Sharon, 
say — can  consolidate  its  share  of  the  re- 
ported earnings  in  its  financial  state- 
ments, and  Posner  gets  another  free  ride, 
for  whatever  that  may  be  worth  to  the 
price  of  Sharon  stock  and  NVF  stock. 
Meanwhile,  should  the  opportunity  pre- 
sent itself,  he  can  go  for  control:  one 
more  corporate  entity  to  pay  him  a  salary 
and  then  provide  cash. 

There  is  a  limit  on  this  nifty  money 
machine:  the  Investment  Company  Act 
of  1940.  Sharon  Steel  carefully  avoids 
having  more  than  40%  of  its  total  assets 
tied  up  in  minority  position  invest- 
ments, else  it  might  come  under  the  act's 
requirements.  Posner  wouldn't  like  that. 
Government  regulation  might  really 
crimp  his  style.  To  help  avoid  this,  Shar- 
on carries  the  investments  at  cost,  not 
market,  and  the  more  it  borrows  and 
adds  to  total  assets,  the  higher  that  40% 
limit  becomes.  But  that  limitation  is  ac- 
tually a  goad  to  takeover:  Majority  own- 
ership not  only  takes  a  position  out  of 
the  40%  lineup,  it  also  allows  Sharon  to 
consolidate  the  assets  onto  its  own 
books  and  raise  the  limit  still  higher. 

The  timing  of  the  $50  million  deben- 
ture issue  planned  by  Sharon  Steel  for 
this  month  makes  Foremost-McKesson 
very  nervous.  Posner  tried  for  80%  con- 
trol of  this  San  Francisco-based  $3.3  bil- 
lion (sales)  food  and  pharmaceuticals 
company  in  1976,  and  was  fended  off  in 


court.  An  injunction  against  buying 
more  Foremost  shares  expired  Oct.  2  and 
Foremost  stock  has  been  active  and 
jumping  ever  since  (it  recently  hit  $30, 
up  from  $25  this  summer).  Majority  con- 
trol at,  say,  $40  a  share  would  cost  about 
$235  million,  well  within  Posner's 
means,  even  without  selling  off  any  ex- 
isting positions.  On  the  other  hand, 
Foremost-McKesson's  management  was 
not  afraid  to  play  rough  in  opposing 
Posner.  Foremost  got  its  injunction  after 
demonstrating  in  court  that  Sharon's 
earnings  in  1975  were  erroneously  over- 
stated )ust  a  wee  bit;  1975  was  eventually 
restated  from  $14.6  million  to  (oops!) 
$7.9  million  aftertax. 

Posner  has  given  his  opponents  plenty 
of  ammunition.  As  long  ago  as  1971  the 
SEC  was  on  his  track  with  a  lawsuit. 
What  bothered  the  regulators  was  this: 


How  does  Victor  Posner  get 
away  with  so  much?  Much  of 
Posner's  success  has  been 
built  on  ingenious  ways  of  ex- 
ploiting the  weaknesses  in 
the  society  around  him  and 
especially  in  its  laws. 

Is  it  Posner's  fault  blacks  in 
1 950  Baltimore  were  so  down- 
trodden that  being  able  to  buy 
a  house  even  without  the  land 
looked  like  a  good  deal?  Was 
Posner  to  blame  if  the  stock 
market  in  the  late  1 960s  glad- 
ly took  Chinese  Paper? 


Posner  and  friends  used  Sharon  pension 
money  to  buy  shares  in  and  debentures 
of  five  other  Posner  companies  and  lent 
$3.5  million  besides  to  NVF  and  another 
Posner  company.  Posner  and  friends 
then  accepted  the  protest  resignations  of 
trustees  Chemical  Bank  and  Mellon 
Bank,  and  appointed  themselves  trustees 
instead.  After  that  Posner  and  several 
associates  were  forever  enjoined  from 
being  fiduciaries  of  the  employees'  pen- 
sion funds  of  any  of  the  many  Posner- 
controlled  companies. 

After  the  takeover  of  Sharon  Steel  by 
NVF,  which  first  put  Posner  in  the  big 
time,  the  books  of  both  companies  be- 
came replete  with  the  sorts  of  account- 
ing maneuvers  that  inflate  earnings  won- 
derfully, no  matter  what  profits  are  really 
doing.  The  takeover  itself  was  the  then- 
popular  debentures-and-warrants  deal — 
"Chinese  Paper"— in  which  the  stock- 
holders in  effect  lend  you  the  money  to 
buy  their  own  stock. 

Another  thing  that  makes  prospective 
corporate  victims  uncomfortable  is 
Posner's  now-legendary  beginning:  sell- 
ing houses  to  blacks  in  Baltimore's  ghet- 
tos in  the  early  1950s,  but  not  selling  the 
land  under  the  houses  (the  ground  rents 
did  much  to  make  him  a  multimillion- 


aire in  Miami  Beach  instead  of  a  si 
ghng  real  estate  broker  in  Baltimore 

Other  things  keep  happening.  Vic 
good  friend,  ardent  defender  and  w 
end  guest  Charles  Woodruff,  before  I 
ing  early  retirement  from  Manufacti  ■ 
Hanover  Trust  as  top  loan  officer,  se  ip 
a  $60  million  line  of  credit  for  Posr 
NVF.  Woodruff's  daughter  proved  t< 
one  of  Posner's  stockbrokers.  Wooc 
admitted  to  Forbes  he  is  now  an  in\ 
ment  banker  ajid  finance  consultar 
Paine  Webber,  which  is  underwrite: 
Sharon  Steel's  new  debentures.  If  Po 
gets  into  any  knock-down-and-drag 
proxy  fights,  he  can  expect  to  have  ir 
of  these  things  thrown  in  his  face, 
the  other  hand,  it  is  easier  to  buy  Po: 
out  than  to  fight  him  off. 

How  does  Victor  Posner  get  away  \ 
so  much?  Much  of  Posner's  success 
been  built  on  ingenious  ways  of  expi 
ing  the  weaknesses  in  the  society  aro 
him  and  especially  in  its  tax  laws 
lending  practices. 

Is  it  Posner's  fault  blacks  in  1950  Bi 
more  were  so  downtrodden  that  bl 
able  to  buy  a  house  even  without  the  1 
looked  like  a  good  deal?  Was  Posne 
blame  if  the  stock  market  in  the 
1960s  was  willing  to  take  Chinese  Pa] 
Or  that  the  accounting  rules  had — 
have — considerable  gray  areas  and  ge: 
ated — still  generate — honest  confusi 
That  our  tax  laws  are  often  ridicul 
and  reward  speculation  rather  than 
vestment?  Is  it  Posner's  fault  that 
ownership  inherent  in  noncontrol 
blocks  of  a  public  company's  shares 
become  worth  so  little  that  Sha 
stockholders  gladly  gave  it  away  fc 
one-time  jump  in  income,  even  tho 
they  got  subordinated  debentures  t 
traded  at  40%  of  face  value  and  a  fis 
of  warrants  of  questionable  worth? 

It  is  putting  it  mildly  to  say  that 
Victor  Posners  of  this  world  are  no  cr< 
to  the  capitalist  system,  but  it  woulc 
too  easy  to  leave  the  matter  at  that, 
real  question  Americans  should 
themselves  is:  Why  is  the  system  n 
richly  rewarding  speculators  and  ta 
over  artists  and  discouraging  long-te 
investors?  For  example: 

•  Why  should  dividends  be  almost  t 
free  to  corporations  but  fully  taxed 
individuals?  Shouldn't  individual  inv 
tors  have  the  same  protection  agai 
double  taxation  that  corporations  hav 

•  What  has  happened  to  our  econo: 
or  society  or  both,  that  stock  certifica 
have  become  better,  much  less  risky 
vestments  than  building  new  factor 
and  creating  more  jobs? 

•  Why  are  our  best  and  biggest  bar 
financing  speculation?  Is  profitability  1 
only  criterion  for  granting  a  loan? 

•  Let's  put  it  this  way:  Maybe  Vic 
Posner  is  a  symptom,  not  a  disease.  If 
no  other  reason  than  that,  he's  wa 
paying  attention  to.  ■ 
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NowPolavision  instant  movies 

give  you  everything 
from  slow  motion  to  no  motion. 


Normal  speed. 


Slow  motion. 


!  r-  >  \ 

1 

r- 

1 

Stop  action. 


Instant  replay 


Introducing  Action  Control.  It's  a  new  Polavision 
ature  that  can  help  you  speed  up  your  progress  on 
le  courts,  the  slopes  or  the  links.  By  slowing  you  down 
i  the  screen.  So  you  can  see  precisely  what  you're 
?ing  wrong.  Or  right. 

With  Action  Control,  you  can  slow  the  action 
pwn  to  1/2,  1/3,  1/4  or  l/10th  of  normal  speed. 
ou  can  see  yourself  "frozen"  in  stop  action.  You 
in  have  instant  replays.  You  can  even  advance 
e  film  frame  by  frame— to  pinpoint  any  flaws  in 
>rm  or  errors  in  execution.  All  at  the  touch  of  a 
itton. 


4*      6>  &► 


v 


stop  18^ 


POLAROID 


Best  of  all,  Polavision  instant  movies  are  easy  to  shoot  and 
develop  in  seconds.  So  you  can  replay  the  action  while  it's 
still  fresh  in  your  mind.  And  correct  mistakes  before 
they  become  habits. 

Action  Control  from  Polavision.  It  gives  you  the 
kind  of  complete  control  every  top  athlete  needs. 
For  the  dealer  nearest  you  who  carries  Polavision 
I  with  Action  Control,  call  collect:  617-864-1534. 

Polavision  from  Polaroid 

Now  with  Action  Control 

!  ©  1979  Polaroid  Corporation.  "Polaroid"  and  "Polavision"* 
Scenes  in  players  are  simulated 


We  built  Chrysler  New  Yorker  to 
compete  with  Buick  Electra.  Most  owners  put  it  in 
a  class  with  Cadillac  or  Lincolnr 

H.  E.Weiss,  Chrysler  Engineer 


Here's  what  the  engineers  who  built  it  say  about  the  1980  New  Yorker  Fifth  Avenue  Editl* 


"It  has  the  drivability;  it  has  the  smooth 
ride — the  luxury  that  people  want  in  an 
automobile."      John  J.  Hess, 

Chrysler  Engineer 

The  1980  New  Yorker  Fifth  Avenue  is  the 
ultimate  in  Chrysler  engineering.  When 
the  Chrysler  engineers  redesigned  the  New 
Yorker  last  year,  they  made  it  over  800 
pounds  lighter  and  more  than  a  foot 
shorter — to  keep  pace  with  the  priorities 
of  today's  automotive  needs.  Torsion-bar 
front  suspension  and  the  multi-leaf  springs 
in  the  rear  combine  to  cushion  road  shocks 
and  smooth  both  brakingandacceleration. 
20-ounce  cut-pile  interior  carpeting  and 
sound  insulation  under  the  hood  help  re- 
duce road  and  engine  noise.  So  New  Yorker 
rides  smooth,  quiet  and  comfortable.  A 
fine-car  ride  in  the  long  tradition  of 
Chrysler  engineering. 


"The  1980  New  Yorker  has  the  best  of 
everything  we  know  how  to  put  together 
in  one  car.        Charles  Heinen, 
Chrysler  Engineer 

Even  engineered  for  the  efficiency  demand- 
ed in  the  '80's*.  Fifth  Avenue  Edition  still 
features  luxury  as  standard  equipment. 
Like  this  champagne  interior  with  leather 
and  vinyl  seating.  Air  conditioning. 
AM/FM  stereo  sound.  Individually  adjust- 
able front  seats  with  passenger-side  recliner. 
Power  for  windows,  steering  and  brakes. 
Leather-wrapped  tilt  steering  wheel. 
Door  courtesy  lights  and  rear-seat  reading 
lamps.  Tinted  glass  all  around.  And  Fifth 
Avenue's  champagne  interior  is  elegantly 
accented  with  driftwood  appliques  on  the 
instrument  and  door  panels. 


"It's  a  thoroughbred  luxury  car  all  the  w 
from  the  plush  interior  down  to  the 
chassis."      R.  P.  Keller, 

Chrysler  Engineer 

In  styling,  in  quality  of  ride,  in  smooth 
performance,  in  engineering.  Fifth  Ave 
meets  the  most  demanding  standards  ol 
luxury.  With  an  impressive  group  of  coi 
venience  and  comfort  options.  The  198< 
New  Yorker  Fifth  Avenue  Edition.  Its 
the  ultimate  luxury  automobile.  And  tr 
ultimate  in  Chrysler  engineering. 


•EPA  est.  ©  mpg/esl.  hwy  23.  Est.  range  (3l5)miles/esl 
hwy  483  with  21  gal  tank  L'se  est  mpg  for  comparison 
oilier  cars.  Range  ests.  are  determined  by  multiplying  B 
and  hwy  ests.  by  fuel  lank  capacity.  Your  mileage  and  ra 
may  vary  depending  on  speed,  distance  and  weather  Aq 
hwy  mileage  and  range  will  probably  be  less. 


CHRYSLER 


The  1980  Chrysler  New  Yorker.  Fifth  Avenue  Edition. 


Why  wont 

the  Mexicans 
sell  us 
more 

oil? 

MEXICO'S  DRIVE  Some  Americans  say  that  Mexico  could,  if  it  wished,  pump 
P  INDUSTRIALIZE  10  million  barrels  of  crude  oil  a  day  by  1985,  enough  to 
sfy  the  U.S.'  seemingly  incurable  thirst  for  the  stuff  It's  a  nice  pipe  dream.  For  the  U.S. 
ould  mean  business  as  always.  For  Mexico  it  could  mean  an  annual  income  from  oil  of 
billion  a  year  in  1979  dollars,  four-fifths  of  the  country's  current  gross  national 
duct  and  enough  to  give  almost  $5,000  a  year  to  every  Mexican  family. 
|  isn't  going  to  happen.  Mexico  will  pump  only  2.2  million  barrels  a  day  by  1982  and 
and  output  sparingly  after  that.  The  future  is,  of  course,  flexible.  If  its  economic  plans 
short  of  goals — as  economic  plans  usually  do — the  Mexicans  may  have  to  pump  more 
But  the  parameters  are  there  and  they  are  unquestionably  far  narrower  than  the  U.S. 
id  like  them  to  be. 

re  the  Mexicans  cutting  off  their  noses  to  spite  the  gringos?  Did  President  Carter 
ly  offend  them  with  his  remark  about  Montezuma's  revenge?  Did  the  U.S.  alienate 
n  by  haggling  unnecessarily  over  the  price  of  Mexican  natural  gas? 
would  be  tempting  to  believe  that,  yes,  nothing  more  than  tender  feelings  is  involved, 
that  with  a  bit  of  diplomacy  the  U.S.  could  persuade  Mexico  to  open  its  treasure  trove, 
way.  What  is  involved  here  is  not  pique  but  a  deliberate  policy  with  which  nearly  all 
deans  agree;  the  anti-Yankee  rhetoric  is  almost  coincidental.  Mexico  does  not  want  to 
ome  another  Saudi  Arabia.  It  wants  to  become  another  Japan.  Without  understanding 
vital  distinction,  one  cannot  understand  Mexican  oil  policy. 

;  that  policy  going  to  be  convenient  for  the  U.S.?  No.  Does  it  make  sense  for  Mexico? 
Mexicans  think  so,  and  the  U.S.  had  better  learn  to  live  with  it. 

i  the  following  articles  James  Flanigan,  FORBES  Southwestern  Bureau  manager, 
lyzes  Mexico's  new  economic  and  social  consensus  and  introduces  some  of  the 
dean  industrialists  who  are  to  be  the  cutting  edge  of  the  consensus. 
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MEXICO'S  DRIVE 
TO  INDUSTRIALIZE 

The 
strategy 

Mexico  must  sell  oil 
or  go  hungry, 
but  thanks  to  OPEC 
it  won't  have  to 
sell  very  much. 

By  James  Flanigan 

You  cannot  understand  Mexican  oil 
policy  unless  you  also  look  at  Mexican 
agriculture.  Through  the  Fifties,  Mexi- 
can agriculture  grew  at  a  healthy  rate 
along  with  the  economy.  But  in  the  Six- 
ties the  agriculture  sector,  where  most 
Mexicans  lived  and  toiled,  first  ran  out 
of  new  irrigable  land  and  then  began  to 
fall  hopelessly  behind.  Most  Mexican 
land  is  poor  and  arid,  but  the  farmers  are 
tough — and  fecund.  They  multiplied  be- 
yond all  possibility  of  earning  a  decent 
living  from  the  land.  Modernizing  agri- 
culture and  rendering  it  more  productive 
would  have  resulted  in  throwing  addi- 
tional millions  off  the  land  and  replacing 
them  with  machinery.  It  was  an  almost 
hopeless  dilemma.  But  now  that  they 
have  oil,  the  men  who  run  Mexico  have 
apparently  decided  not  to  tackle  the  ag- 
ricultural problem  head-on.  They  are 
reconciled  to  leaving  as  many  peasants 
as  possible  on  the  land  and  importing 
extra  food — subsidizing  it  if  necessary — 
that  will  be  needed  to  give  an  improved 
diet  to  a  fast-growing  population.  The 
vast  sums  that  would  be  needed  to  im- 
prove agriculture  will  be  channeled  in- 
stead to  industry.  The  hope  is  that,  as 
the  economy  grows  and  creates  new 
jobs,  the  problem  of  too  many  farmers 
will  solve  itself. 

The  corollary  is  that  Mexico  must  ex- 
port oil  to  pay  for  the  food  and  to  help 
pay  for  the  industrialization.  But  as  far  as 
the  U.S.  is  concerned,  the  rub  is  this: 
The  Mexican  government  has  decided  to 
export  no  more  oil  than  is  absolutely 
necessary  to  pay  for  food  imports  and  for 
a  certain  amount  of  machinery.  Thanks 
to  the  extortionate  levels  to  which  the 
Organization  of  Petroleum  Exporting 
Countries  has  pushed  the  price  of  oil,  the 
Mexicans  can  get  all  the  foreign  ex- 
change they  need  and  more  by  exporting 
1.1  million  barrels  of  oil  per  day.  And 
that  is  all  they  are  willing  to  sell. 

In  March  of  this  year,  with  President 
Jose"  Lopez  Portillo's  enthusiastic  sup- 
port, his  government  unveiled  Mexico's 


Control  panel  at  an  Alfa  petroc/jemical  plant  in  Tampico.  Mexico  imported  tlje  coi 


Plugging  a  gap 


In  earlier  industrialization  efforts, 
Mexico  had  followed  an  "import  sub- 
stitution" policy  to  save  scarce  for- 
eign exchange.  But  reality  mocked 
the  theory.  Mexico  had  to  import 
machinery  to  make  the  consumer 
goods  that  substituted  for  imports. 
Exports  rose,  too,  but  not  by  enough 
to  offset  the  continuing  climb  in  the 
cost  of  imports.  To  cover  the  gap  the 
government  had  to  borrow,  balloon- 
ing the  external  debt. 


ambitious  new  National  Industria 
velopment  Plan.  It  calls  for  a  fast 
massive  development  of  Mexican  ii 
try,  largely  by  private  enterprise,  an 
transformation  of  Mexico  from  a  ne 
porter  of  industrial  goods  into  a  ne 
porter.  If  the  plan  meets  its  goal 
1990  Mexico  will  be  getting  85% 
foreign  earnings  from  industrial  pro* 
and  only  15%  from  oil.  The  crud 
exports  will  chiefly  balance  the  ne 
port  of  food — oil  for  wheat,  but  ca« 
almost  everything  else.  As  Presiden 
pez  Portillo  elegantly  put  it:  "We 
use  this  abundance  [of  petroleum]  tc 
erate  other  resources  which  are  re 
able  and  which  can  be  muiti 
through  work." 

Fine  rhetoric.  What  does  it  n 
Bluntly,  this:  that  the  Me: 
government  will  provide  cl 
nay,  almost  free,  energy  to  private 
state-owned  enterprises  in  order  to 
Mexican  industrial  products  a  pric 
vantage  over  those  of  the  U.S.  anc 
rope  and  Japan.  Is  Mexican  labor  as 
ductive  as  American,  Japanese  or  Eu 
an  labor?  At  present,  frankly,  no.  Bi 
lower  wage  rates  are  narrowing  the 
ductivity  gap,  and  the  Mexican  pi 
counting  on  cheap  energy  to  swinj 
balance  decisively. 

How  much  oil  will  Mexico  ha^ 
export?  At,  say,  $10  a  barrel,  a  great 
But  Mexico  is  asking  S26  a  barrel  an 
end  is  not  in  sight.  It  now  looks 
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the  U.S.;  in  return,  it  hopes  soon  to  export  the  chemicals — many  of  them  to  the  U.S. 


jxico  in  the  1980s  can  get  by  exporting 
tmore  than  2  million  barrels  of  oil  and 
iivalents  a  day — the  U.S.'  share  would 
bnder  15%  of  our  demand  for  import - 
pil.  That  figure  may  be  low,  however. 
ft  Mexican  plan  for  industrialization  is 
i  going  to  proceed  without  a  hitch;  and 
government  may  have  to  step  up 
norts  of  food  and  consumer  goods  to 
fp  social  unrest  under  control.  So, 
Ire  is  some  leeway,  especially  if  the 
f.  shows  itself  willing  to  buy  increas- 
•  amounts  of  Mexican  manufactured 
;ds.  Professor  James  Wilkie,  an  expert 
:  Mexico  who  teaches  at  UCLA,  draws 
iarallel  with  Japan.  He  argues  that  a 
i .  which  opens  its  markets  wide  to  the 

inese  should  at  least  do  the  same  to 

Mexican  neighbor.  Nevertheless,  al- 
iugh  there  is  leeway  in  Mexican  oil 
1  cy(  ho  matter  what  the  U.S.  does,  no 
irican  government  is  going  to  drain 
;  country's  vast  reservoirs  of  oil  simply 
Rescue  the  U.S.  from  making  its  own 
d  energy  decisions. 

lexico's  new  industries  v/ill  include 
f  ochemicals  and  capital  goods,  ma- 
'iery  and  electrical  equipment — the 
lid  of  thing  Mexico  imports  most  of 
iiy  from  the  U.S.  The  policy  is  de- 
jied  to  create  jobs  for  Mexico's  urban 
pes — some  60%  of  the  nation's  69 

lion  people.  It  is  designed  to  create 
!>  million  jobs  by  1990 — slowly  at 
then,  in  the  mid-1980s,  at  a  rate  of 

r  1  million  jobs  a  year,  thereby  sop- 


ping up  the  800,000  annual  entrants  to 
the  labor  market.  Fewer  Mexicans  then 
will  slip  across  the  border  in  the  search 
for  work  and  bread.  This,  presumably, 
will  please  American  labor  unions.  It  will 
not  please  the  unions  or  U.S.  business- 
men, however,  when  Mexican-made 
goods  begin  to  take  exports — and  jobs — 
away  from  U.S. -made  goods.  This  new 
competition  will  certainly  cause  friction 
between  the  two  nations,  but  you  cannot 
fault  the  Mexicans:  Jobs  are  their  most 
pressing  need. 

The  Mexican  government  does  not 
give  out  figures  on  unemployment. 
Scholars  such  as  John  Evans  at  the 
University  of  Alabama  say,  in  any  case, 
that  "open"  unemployment  is  a  non- 
frightening  6%  or  so.  The  problem  is 
underemployment,  which  affects  some 
17  million  people,  or  half  the  labor  force. 
Most  of  them  are  in  the  rural  areas  where 
40%  of  the  population  live,  barely 
scratching  enough  corn  and  beans  from 
the  dry  soil  to  feed  themselves  and  fi- 
nance an  occasional  binge  on  Superior 
beer.  Tens  of  millions  of  farmers  live  on 
small,  bedraggled  plots  in  central  Mexi- 
co, land  that  is  theirs  by  the  holy  right  of 
the  Mexican  Revolution  and  the  land 
reforms  enacted  in  its  name. 

There  are  no  quick  solutions.  "Collec- 
tivize them,"  says  the  left,  but  collective 
farming  doesn't  work  even  in  the  Soviet 
Union.  "Consolidate  them"  into  large, 
mechanized  farms  a  la  U.S.,  says  the 


right.  But,  where  would  the  displaced 
peasants  go?  Mexico  City's  already  worri- 
some population  of  14  million  might 
swell  to  over  20  million,  with  a  nightmar- 
ish potential  for  violence  and  pestilence. 
Thanks  to  oil,  most  of  them  can  stay  on 
the  land  and  be  relatively  unproductive 
but  not  entirely  idle,  while  new  horizons 
open  for  their  children  and  grandchildren 
in  the  cities  and  factories.  It  is  a  holding 
strategy  as  far  as  agriculture  is  concerned, 
and  oil  plays  a  major  part  in  it. 

In  the  urban  areas,  however,  the  indus- 
trial plan  is  a  bold  attempt  to  broaden  the 
middle  class  by  giving  them  productive 
work  and  things  to  buy  with  their  pay. 
The  priorities  of  the  plan  are:  production 
of  basic  consumer  goods,  which  are  the 
real  support  for  adequate  compensation 
of  labor;  highly  productive  industries  ca- 
pable of  competing  in  world  markets;  full 
use  of  Mexico's  natural  resources;  and 
development  of  capital  goods  production. 

The  strategy  is  a  direct  departure  from 
the  import  substitution  industries  that 
saw  Mexico  through  its  early  stage  of 
industrial  development.  Import  substitu- 
tion fell  short  in  Mexico  as  it  has  fallen 
short  in  most  other  places.  It  did  not 
have  a  domestic  market  large  enough  to 
permit  economies  of  scale  in  production, 
nor  did  it  have  the  quality  required  in 
foreign  markets.  The  new  idea  is  to 
make  production  more  efficient  through 
cheap  energy  and  through  broadening 
both  the  internal  and  external  markets, 
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while  building  on  the  expertise  in  busi- 
ness and  industry  that  Mexico  has  pain- 
fully developed  in  the  past  35  years.  This 
is  what  Japan  did  in  the  Fifties,  Korea,  in 
the  Seventies.  In  ten  years'  time  Mexi- 
co's urban  market  will  be  over  60  million 
people.  Their  improving  diet  will  be  paid 
for  by  oil,  but  their  consumer  goods  will 
be  made  by  home  industry,  which  will 
produce  for  export  as  well. 

Such  is  the  hope.  Mexico  is  starting 
with  the  basics.  Steel  production  at  the 
end  of  the  next  decade  will  be  29  million 
tonszs  8.3  million  today,  petrochemical 
output  49  million  tons  vs.  7.4  million. 
Mexican  companies  are  starting  to  make 
electric  motors  and  turbine  generators, 
pumps  and  forged  metal  products.  Cars 
are  assembled  in  Mexico  by  Volkswagen, 
General  Motors,  Ford  and  Chrysler,  the 
last-named  of  which  has  just  announced 
plans  for  a  new  $  1 10  million  engine  plant. 

The  Mexican  government  is  a  power- 
ful, centralized  one.  The  two  traditions 
that  meet  in  Mexico,  the  Spanish  and 
the  Indian,  are  both  steeped  in  paternal- 
ism. Not  surprisingly,  then,  the  federal 
government  will  have  a  powerful  role  in 
the  plan,  but  what  makes  it  different 
from  most  government  planning  is  its 
heavy  reliance  on  private  enterprise,  and 
on  big-scale  private  enterprise  at  that.  In 
this  it  resembles  Japanese  or  Korean 
planning  far  more  closely  than  that  of  the 
socialist  countries.  In  many  ways  Mexi- 
co is  becoming  more,  not  less,  free-enter- 
prise oriented.  It  is  trending  in  the  direc- 
tion the  U.S.  once  went,  not  in  the  direc- 
tion we  seem  to  be  going. 

Says  the  new  Mexican  plan:  "A  prod- 
uct of  modem  technology,  the  large  en- 
terprise is  irreplaceable  in  those  activi- 
ties that,  to  be  competitive,  require  both 
facilities  of  a  size  comparable  to  plants 
abroad  and  constant  development  of  new 
methods  of  production."  Generous  tax 
credits  are  extended  to  businesses  for 
entering  certain  industries,  for  setting  up 
plants  along  Mexico's  coasts,  away  from 
the  congested  central  plateau,  and  for 
fostering  employment. 

But  industry  is  not  to  be  burdened 
with  excessive  job-making.  Only  30%  of 
the  annual  increase  in  employment  is 
expected  from  industry.  The  rest  is  to 
come  in  agriculture  and  services.  Unpro- 
ductively,  with  regret,  in  agriculture,  but 
productively  in  the  services  which,  the 
plan  hopes,  will  be  in  increasing  demand 
by  a  population  beginning  to  find  spare 
money  in  its  pockets — for  eating  out,  for 
traveling,  for  entertainment,  for  beauty 
parlors. 

The  files  of  the  world's  bureaucracies 
are  crammed  with  five-  and  ten-year 
plans  that  looked  good  on  paper  but  were 
disasters  in  practice.  Will  the  present 
Mexican  plan  prove  to  be  an  exception? 
It  starts,  certainly,  with  two  great  advan- 
tages: cheap  energy  and  cheap,  potential- 
ly productive,  labor.  Petroleos  Mexicanos 


(Pemex),  the  state  oil  monopoly,  will  sup- 
ply Mexican  industry  with  natural  gas  at 
29  cents  per  million  BTUs — compared 
with  an  average  gas  price  in  the  U.S. 
today  of  $2.30  for  an  equivalent  amount 
of  energy.  Mexican  labor  gets,  at  best, 
one-fourth  what  U.S.  labor  gets. 

In  the  end,  of  course,  much  will  depend 
upon  the  Mexican  businessmen  and  in- 
dustrialists. How  good  are  they?  Answer: 
good,  and  getting  better.  For  a  look  at 
Mexican  industry  and  what  it  can  do, 
visit  with  us  the  city  of  Monterrey  and 
the  clans  Garza  and  Sada. 

MEXICO'S  DRIVE 
TO  INDUSTRIALIZE 

The  chosen 
instruments 

If  not  oil,  what  is 
Mexico 's  future? 
Industry^  and  free 
enterprise,  which  are 
roaring  ahead — not 
least  among  Garza 
and  Sada  companies 
in  Monterrey. 

MONTERREY,  A  MOUNTAIN-RINGED 
city  150  miles  south  of  the  Tex- 
as border,  is  already  an  industri- 
al powerhouse.  That  steel  mill  and  fac- 
tory city  of  2  million  contains  3%  of 
Mexico's  population  but  produces  20% 
of  Mexico's  $99  billion  gross  national 
product.  Monterrey's  people  are  industri- 
ous, and  its  industrialists  are  legendary 
in  Mexico — particularly  the  four  power- 
ful, family-linked  holding  companies 
known  as  the  Monterrey  Group.  Make 
no  mistake:  This  is  no  collection  of  rich 
playboys  but  a  group  of  serious,  talented 
men  for  whom  business  is  a  challenge 
and  a  calling,  not  merely  a  way  to  make 
money.  "They  fought  hard  for  their  busi- 
ness, fought  for  their  independence," 
says  an  admirer. 

The  Monterrey  Group  is  controlled — 
and  largely  owned — by  two  branches  of 
the  interrelated  Garza  and  Sada  families, 
and  they  are  fabulously  rich  in  the  way 
that  people  are  rich  in  a  relatively  poor 
country,  where  services  that  are  a  luxury 
in  the  U.S.  are  still  quite  cheap.  The 
Garzas  and  Sadas  have  remained  pros- 
perous through  a  long  string  of  revolu- 
tions and  dictatorships,  emerging  each 
time  stronger  than  ever.  A  cynic  might 
say  that  they  are  experts  at  ingratiating 
themselves;  a  wiser  man  would  say  that 
they  have  always  had  something  useful 


Alfa  Chairman  Bernardo  Garza  Sada 
Hot  the  eldest  son  in  his  family, 
judged  the  most  capable  of  runt 
Mexico's  largest  private  business 


to  offer  Mexico — their  brains  and  ene 
It  is  a  cliche  to  say  that  wealth  is  b 
distributed  in  Mexico.  Just  look,  the 
timentalists  say,  at  how  lavishly  the 
live  and  how  desperately  the  poor  st 
gle.  But  distribution  is  not  really 
problem.  Production  is.  The  poor 
poor  because  the  economy  is  not  pro 
tive  enough.  The  Mexican  gross  nati 
product  is  $99  billion,  or  $1,420  for  < 
man,  woman  and  child.  The  rich 
does  not  have  a  markedly  more  t 
distribution  of  wealth,  but  it  has  v 
more  to  go  around:  over  $10,000  of  C 
per  American.  The  wealth  of  the  Ga 
and  Sadas  stands  out  in  Mexico  as  th 
greater  wealth  of  the  Rockefellers 
nqt  in  the  U.S.  Mexico  simply  has 
little  to  go  around. 

But  under  Luis  Echeverria,  Presi' 
Jose  Lopez  Portillo's  predecessor,  t 
was  nevertheless  much  shouting  al 
maldistribution — and  at  people  like 
Garzas  and  Sadas.  This  pleased  the 
but  frightened  businessmen,  and  th< 
suit  was  economic  stagnation.  N 
flush  with  oil  money,  the  Mexican 
eminent — which  is  as  firmly  in  cor 
as  any  government  in  the  world — is 
termined  not  to  spoil  this  opportu 
with  any  antibusiness  rhetoric.  Me 
is  hell-bent  for  industrialization, 
its  rulers  want  private  enterprise 
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diversifier  Diego  Sada 
!  President-Finance  Maldonado 


VISA  Chairman  Eugenio  Garza  Laguera 


FIC's  CEO  Rogelio  Sada  Zambrano 
VISA  Vice  President- Finance  Othdn  Ruiz 
nmily -centered  Monterrey,  smart,  nonfamily  members  are  rising.  Maldonado  is  chief  financial  man  at  Alfa,  and  Ruiz 
cknowledged  number  two  man  at  VISA,  As  Rogelio  Sada  puts  it:  "It  is  friends  of  the  family  rather  than  just  family." 


1/  a  major — perhaps  the  major — role. 
Jilexico's  businessmen  realize  this 
v  be  their  last  chance  to  prove  that 
(i.  enterprise  is  superior  to  socialism  in 
!  luctivity  and— in  the  end — for  eco- 
lic  equity.  Not  surprisingly,  then, 
licican  big  business  is  foursquare  be- 
lli the  Lopez  Portillo  policies, 
tfowhere  is  this  more  plain  than  in 
luterrey,  where  the  four  big  compa- 
j.  controlled  and  managed  by  the 
|iza  and  Sada  families — with  com- 
jj:d  assets  of  $3  billion  at  present — 
|ji  investments  totaling  almost  $7  bil- 
j]  in  the  next  four  years  in  support  of 
Ucico's  National  Industrial  Develop- 
Iht  Plan.  One  company  of  the  four — 
ilpo  Industrial  Alfa,  S.A. — has  been  di- 
ll ifying  for  the  last  five  years  from  its 
lj:  in  steel  into  petrochemicals,  fibers, 
lijvision  sets,  capital  machinery,  tour- 
I  and,  recently,  farm  equipment.  If 
;:ico  progresses  according  to  its  latest 
'i,  Alfa  will  emerge  as  one  of  the 
lid's  premier  companies. 
|.|  is  already  Mexico's  largest  but,  ap- 
>riately,  it  was  born  as  an  indepen- 
!  it  firm  only  five  years  ago,  with  $315 
lion  worth  of  assets  in  steel  and  pack- 
I  g,  $194  million  in  sales  and  $21  mil- 
!  in  net  income  (adjusted  for  the  1976 
>  devaluation).  By  the  end  of  1978  it 
ij  assets  of  $1.5  billion,  sales  of  $836 
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million  and  earnings  of  $83  million, 
making  it  as  large  in  assets  as  Texas 
Instruments,  in  profits  as  Ethyl  Corp. 
Alfa,  however,  is  growing  much  faster 
than  those  firms,  faster  than  any  major 
U.S.  company.  At  the  end  of  1979  it 
should  be  bigger  in  profits  than  Ameri- 
can Broadcasting  Cos.  or  General  Mills, 
and  as  big  in  assets  as  Celanese  was  in 
1978.  By  the  end  of  1984  it  could  have 
almost  $4  billion  in  assets,  and  earnings 
that  would  have  ranked  it  number  101  in 
the  Forbes  Earnings  500  (May  14)  for 
1978,  ahead  of  International  Harvester 
but  under  Chase  Manhattan.  Many  of 
these  Mexican  companies,  then,  are 
about  where  their  U.S.  counterparts  were 
just  before  World  War  I. 

Alfa  Group  is  headquartered  in  a  squat, 
bunker-like  building  inside  the  heavily 
guarded  gates  of  the  company's  main 
steel  mill  on  Avenida  Los  Angeles  in 
Monterrey.  An  impressive  collection  of 
contemporary  Mexican  art  gives  one  the 
first  hint  that  these  are  something  more 
than  a  steel  mill's  offices.  Then  there  are 
the  top  management  people,  schooled  at 
Wharton  and  Harvard  and  the  Massachu- 
setts Institute  of  Technology.  Chairman 
Bernardo  Garza  Sada,  48,  is  a  1951  gradu- 
ate of  MIT.  Of  stocky  build  and  aquiline 
features,  he  collects  the  art  that  lines  his 
office  walls  and  even  covers  its  floors,  in 


the  form  of  a  Picasso-like  snow-white- 
and-dove-gray  carpet. 

Like  any  good  businessman,  Bernardo 
Garza  Sada  wants  to  make  money  and 
live  well,  but  this  is  not  all  that  impels 
men  like  him — any  more  than  it  was  all 
that  impelled  men  like  Andrew  Carnegie 
or  Henry  Ford  or  J. P.  Morgan.  He  also 
wants  to  use  his  wealth  and  power  and 
brains  to  help  transform  Mexico  and  pre- 
serve its  culture  in  a  modern  setting. 
Garza  Sada  is  currently  talking  to  urban 
planners  in  the  U.S.  about  ways  to  re- 
build downtown  Monterrey.  He  is  work- 
ing hand  in  hand  with  the  Mexican  gov- 
ernment. "The  government,"  says  he, 
"is  trying  to  do  the  same  thing  we  are, 
produce  cheaper  goods  for  the  Mexican 
market  and  for  export."  Lighting  up  an- 
other Marlboro  Light,  he  talks  in  very 
specific  terms  of  where  Alfa,  and  Mexi- 
co, stand  in  terms  of  industrial  progress: 

We  are  beginning  to  be  really  sure 
that  we  can  build  an  electric 
motor  with  the  quality  of  Hita- 
chi, with  the  brand  of  Hitachi,  for  25% 
less  than  what  they  can  do  it  for  in  Japan. 
The  electric  motor  is  40%  labor;  1.6 
Mexicans  are  used  as  compared  with  1 
fapanese.  If  you  take  the  rates  the  Mexi- 
can worker  earns  as  compared  with  how 
much  the  Japanese  earns,  you  come  out 
with  an  electric  motor  25%  cheaper  than 
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A  steelworker  at  Alfa's  Monterrey  works.  At  right,  Alfa's  direct  reduction  mill  in  Puebla  copes  with  a  malfunction  on  the  wire  rod  line 
A  skilled  Mexican  steelworker  makes  about  $100  a  week,  one-fourth  US,  steelworker  pay.  His  productivity  is  h 
that  of  the  VJS.  worker.  The  arithmetic  adds  up  to  an  important  advantage.  With  that  edge  plus 
the  direct  reduction  process  it  developed,  Alfa  makes  steel  competitive  with  the  U.S. 


the  Japanese.  We  sell  these  in  Mexico  for 
the  time  being." 

For  the  time  being.  Alfa's  whole  outlook 
is  geared  to  the  government's  plan  to 
raise  exports  of  increasingly  sophisti- 
cated consumer  and  industrial  goods. 
The  nation  that  last  year  exported  less 
than  $6  billion  worth  of  merchandise 
hopes  to  be  exporting  some  $40  billion  in 
ten  years'  time.  After  more  than  three 
decades  of  industrial  progress  based  on 
native  or  multinational  companies  man- 
ufacturing only  for  the  Mexican  mar- 
ket— import  substitution — the  nation  is 
now  trying  the  next  step,  to  produce 
basic  capital  goods  (like  Alfa's  electric 
motors)  and  export  them. 

Mexico  is  ruled  today — as  it  has  been 
ruled  since  the  1930s — by  the  interest- 
ingly named  Party  of  the  Institutional- 
ized Revolution.  The  name  is  appropri- 
ate to  Mexican  history — and  not  without 
a  touch  of  irony.  Between  1911  and  the 
mid- 1930s  Mexico  knew  no  peace.  There 
were  revolutions  from  the  right  and  revo- 
lutions from  the  left  and  revolutions  mo- 
tivated by  naked,  apolitical  greed.  In  the 
end  the  Mexicans,  ambitious  for  national 
progress,  weary  of  bloodshed  but  in  love 
with  leftist  rhetoric,  decided  to  "institu- 
tionalize" the  revolution.  That  meant  in- 
corporating its  factions  into  one  mono- 
lithic party.  Representing  both  labor  and 


capital,  industry  and  agriculture,  the  par- 
ty arrives  at  a  consensus,  then  enforces 
it — with  arms  if  necessary — on  an  unruly 
people.  It  is  "revolutionary"  in  the  sense 
that  Mainland  China  is  "democratic" — 
that  is,  simply  because  it  says  so.  Under 
the  banner  of  the  left  it  has  moved  stead- 
ily to  the  right,  but  in  a  pragmatic,  non- 
ideological  manner.  It's  an  unusual  sys- 
tem— half  democratic,  half  autocratic. 
But  it  works.  Mexican  politicians,  unlike 
so  many  others,  need  not  become  prison- 
ers of  their  own  slogans;  their  party  em- 
braces most  rhetoric. 

This  translates  itself  into  govern- 
ment policies  that  greatly  encour- 
age capital  investment  by  private 
industry.  The  investment  tax  credit  in 
Mexico  is  up  to  20% ;  dividends  are 
taxed,  capital  gains  are  not.  The  new 
industrial  plan  contains  a  wealth  of  tax 
credits  to  spur  business.  The  official  cor- 
porate tax  rate  in  Mexico  works  out  to 
50%  but,  because  it  invests  so  heavily 
year  after  year,  the  Alfa  Group  usually 
pays  at  the  rate  of  17%  or  19%.  Mexican 
companies  are  still  small  by  U.S.  stan- 
dards, but  they  are  growing  very  fast. 
And  they  are  not  infant  industries.  They 
have  been  around  long  enough  to  play  in 
the  big  leagues. 

Alfa's  roots,  like  those  of  the  whole 
Monterrey  Group,  run  back  to  a  pair  of 


entrepreneurs,  Isaac  Garza  and  his  br 
er-in-law  Francisco  Sada,  who  found 
brewery  in  Monterrey  in  1890.  T 
were  Marranos,  descendants  of  Spai 
Jews  who  converted  to  Catholicism 
ing  the  Inquisition.  Their  forebears 
come  to  Mexico  in  the  middle  of 
19th  century  and  gone  into  busines 
the  dry,  northern  settlement  of  Mon 
rey.  That  the  city  became  an  indusi 
power  is  due  in  no  small  part  to 
energies  of  Isaac  and  Francisco's  c 
dren,  who  founded  several  separate  c 
pames  with  investments  cutting  ac 
family  lines  and  beyond,  to  other  f 
ilies  then  settling  in  northern  Mexici 
The  brewery,  Cerveceria  Cuauhten 
is  well  known  to  visitors  for  its  C 
Blanca,  Tecate  and  Bohemia  beers, 
owned  by  the  VISA  Group,  Valores  Inc 
triales,  S.A.,  the  company  built  ma: 
by  Isaac's  sons,  Eugenio  and  Rob 
Garza  Sada.  VISA  had  sales  of  S529  i 
lion  last  year  in  food,  beverages  and  t( 
ism.  It  also  owns  77%  of  S2.7  bil 
(assets)  Banca  Serfin,  Mexico's  tb 
largest  bank.  VISA  plans  to  invest 
billion  over  the  next  five  years  in 
current  businesses,  particularly  touri 
and  to  get  into  capital  goods  manufac 
ing.  "Not  high  technology  items,"  ^ 
President  for  Planning  Noel  Orozco  c 
fully  explains,   "but  we  could  m 
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Construction  of  resort  homes  at  Manzanillo  on  the  Pacific  Ocean 

Alfa  bought  Las  Hadas,  a  luxurious  hotel  built  as  a  bauble  by  a  Bolivian  tin 
millionaire,  and  is  turning  it  into  the  base  of  a  serious  business  of  second 
homes  for  foreigners  and  a  vacation  spot  for  Mexican  families. 


jp  pumps  and  light  machinery." 
jjrrom  beer,  the  group — which  has  al- 
Kys  had  a  passion  for  vertical  integra- 
jfn — went  into  bottle  manufacture  in 
39  with  technical  help  from  the  origi- 
(4  Owenses  of  Toledo,  Ohio.  The  result 
|  lay  is  Mexico's  largest  glass  company, 
|»23  million  (sales)  Fomento  de  Industria 
iComercio,  S.A.,  which  almost  always 
!;s  by  the  name  Grupo  FIC.  In  a  few 
jars,  using  the  production  from  a  new 
|l  at  glass  plant  it  is  building  with  Pil- 
nigton  Brothers  of  the  U.K.,  FIC  will  be 
Inking  the  windshields  for  Ford  cars  in 
j  rope  and  South  America.  Those  two 
jitures  will  demand  some  $150  million 
"{investment  from  FIC,  but  its  plans  go 
{(.beyond  that.  It  will  invest  $1.5  billion 
1  the  next  four  years  and  join  a  partner- 
lip  with  Westinghouse  to  produce  tur- 
ne  generators  for  Mexico's  vast  electri- 
sation program.  The  chief  executive  of 
jC  today  is  Rogelio  Sada  Zambrano,  a 
inndson  of  Francisco  Sada. 
:n  1945  family  members  invested  in 
inding — and  later  took  over  manage- 
llmt  of — Celulosa  y  Derivados,  S.A.,  or 
irDSA,  originally  a  producer  of  rayon 
ut  today  a  diversified,  $207  million 
lies)  chemical  company  producing 
7lic  fibers,  plastics  and  cellophane 
ns.  CYDSA  plans  investments  of  $600 
llion  in  the  next  several  years,  greatly 


strengthening  its  position  in  plastic  in- 
termediate chemicals  and  looking  to- 
ward finished  products  in  the  apparel 
field.  The  apparel  would  be  made  primar- 
ily for  export.  "Mexico  has  foregone  for 
too  long  the  chance  to  become  another 
Korea,"  says  Executive  Vice  President 
Fernando  Sada.  "Textiles  are  becoming 
more  and  more  a  product  that  should  not 
be  made  in  the  U.S."  CYDSA's  chairman 
is  Andres  Marcelo  Sada  Zambrano,  an- 
other grandson  of  Francisco;  the  execu- 
tive vice  president  is  Andres'  cousin — a 
word  heard  often  in  Monterrey. 

The  steel  business  that  became  Alfa 
Group  was  founded  in  1942  within  VISA. 
The  brewery  owners  feared  they  could 
not  get  steel  for  bottlecaps  in  wartime. 
The  steel  stayed  within  VISA  until  the 
1973  murder  by  terrorists  of  Eugenio 
Garza  Sada,  at  the  time  the  outstanding 
businessman  in  all  Mexico.  VISA  is  run 
today  by  Eugenio's  sons,  led  by  Chair- 
man Eugenio  Garza  Lagiiera,  known  out- 
side Mexico  as  a  director  of  Texas  Com- 
merce Bank  and  an  adviser  to  Wells  Far- 
go International  and  IBM  International. 

Alfa's  Chairman  Bernardo  Garza  Sada 
is  the  son  of  Roberto  and  first  cousin  to 
the  boss  of  VISA.  There  was,  he  explains, 
a  shareholder  decision  made  after  Eugen- 
io's death  that  two  men  could  not  run 
one  company.  So,  he  says,  there  was  a 


peaceable  parting,  and  he  created  Alfa 
from  the  steel  and  packaging  business. 

The  family  members  of  Monterrey  are 
at  pains  to  point  out  that  their  compa- 
nies are  changing  from  family  concerns. 
Stock  in  all  of  the  companies  has  been 
sold  on  the  Mexican  exchange — general- 
ly some  10%  of  the  outstanding  shares. 
There  is  probably  another  generation  to 
go  before  a  nonfamily  member  is  made 
chairman  of  any  of  the  companies,  but  it 
is  equally  true  that  Mexican  graduates 
from  Harvard,  MIT,  Wharton,  Stanford 
or  Monterrey's  fine  Technical  Institute 
are  welcome.  And  not  to  work  for  torti- 
llas and  tequila.  A  top  financial  officer 
can  earn  $120,000  a  year  or  better  in  the 
Garza  and  Sada  empires,  including  bene- 
fits worthy  of  a  generous  U.S.  outfit. 

But  perhaps  the  best  fringe  Mexican 
executives  enjoy  is  the  knowledge 
that  the  whole  world  is  their  oys- 
ter. U.S.  executives  hoping  to  expand 
must  search  diligently  for  a  gap  in  the 
marketplace  and  then  hope  that  the  Jus- 
tice Department  or  another  agency  won't 
seek  to  hobble  them.  But  in  Mexico,  with 
a  seemingly  unlimited  economic  horizon, 
the  biggest  problem  is  picking  from  the 
numerous  opportunities.  Take  the  Alfa 
Group.  Its  steel  business  is  nicely  profit- 
able, earning  10%  net  on  sales  (U.S.  Steel 
last  year  earned  2%  net).  But  the  steel 
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A  swimmer  surfaces,  ladies  practice  badminton  and  workers  await  free  medical  care  at  Alfa's  employee  center  in  Monter  ^ 
Alfa  and  VISA  are  especially  forthcoming  with  such  employee  benefits.  They  build,  houses  for  their  employees  and  mc  , , 
low-cost  housing  loans,  too.  The  result:  Both  firms  have  only  company  unions  in  their  plants, 

have  kept  out  the  tough  Workers  Confederation  of  Mexico.  - 


ing  forces  with  one  of  the  Japanese  v 
don't  have  a  plant  in  the  States."  "  - 
company  in  question  is  Sony  and,  s 
Alfa's  chairman,  if  the  figures  look  g« 
he  would  be  willing  to  invest  anywh  .. 
from  S50  million  on  up  to  $300  milli  T- 
"It  depends  on  how  integrated  you  an 
the  components." 

Alfa  is  already  entrenched  in 
chemical  industry,  making  S14  mill  _( 
on  $169  million  sales  in  synthetic  fib  ] 
and  $  1 1  million  on  $74  million  in  pet 
chemicals  last  year.  The  petrochemic 
are  destined  to  become  a  large  part  . 
Alfa  as  soon  as  Petroleos  Mexicanos 
pands  production  of  a  key  raw  mate: 
for  Alfa's  polyester  intermediate.  All; 
expanding  its  petrochemical  plant 
Tampico  to  qualify  for  the  30%  discoi 
offered  by  Pemex,  the  state  oil  mono 
ly,  on  petrochemical  raw  materials,  w 
sui's  trading  company  is  already  h 
dling  the  export  of  some  of  the  outpui 
Alfa's  existing  joint  venture  with  Her 
les  and  American  Petrofina  in  that  pc 
ester  chemical  and  is  looking  to  a  fun 
cheap  supply  for  the  world  markets. 

In  its  joint  partnerships,  Alfa  goes  n 
no  ventures  where  foreigners  are  allov 
to  manage.  The  new  motto  of  Mexu 
industry  is:  "Technical  help,  yes;  m. 
agement,  no."  In  1975  Alfa  bought  I 
Du  Pont's  Mexican  partner  in  a  fi 


business  is  limited;  the  Mexican  govern- 
ment now  owns  72%  of  it.  So  Alfa  simply 
made  the  steel  business  the  cash  cow  for 
its  diversifications,  which  are  managed 
by  Diego  Sada,  now  38,  an  MIT-trained 
businessman  and  cousin  of  Bernardo.  In 
his  downtown  Monterrey  office,  which 
resembles  a  Victorian  drawing  room, 
Diego — rumpled,  black  hair  down  to  his 
shoulders,  puffing  on  repeated  ciga- 
rettes— explains  Alfa's  moves  in  the  last 
five  years.  In  the  U.S.,  their  mere  recital 
would  have  fustice  Department  attorneys 
reaching  for  their  briefs. 

Alfa  examined  maybe  40  industries 
for  diversification  and  narrowed 
the  choice  to  7,  Diego  Sada  says. 
"We  looked  for  businesses  that  could 
compete  internationally.  We  thought 
that  industry  had  to  be  competitive  even- 
tually, and  the  protection  that  Mexican 
industry  had  had  historically  was  some- 
thing that  was  not  going  to  be  main- 
tained. This  was  fairly  obvious — maybe 
not  to  all  the  people — but  to  those  who 
were  in  touch  with  the  government,  who 
really  dealt  with  the  government.  You 
could  grasp  it  if  you  wanted."  Also,  ex- 
plains Diego,  the  company  wanted  to  play 
a  socially  responsible  role  in  a  developing 
country — which  means  jobs  and  exports. 

Alfa  made  a  mistake  in  the  first  busi- 
ness it  went  into:  The  manufacture  of 


television  sets,  for  which  it  bought 
Philco  of  Mexico  from  Ford  Motor  Co. 
Alfa  thought  that  making  television  sets 
was  a  labor-intensive  industry  where  it 
could  use  Mexico's  low  wage  rates — one- 
fourth  to  one-fifth  of  those  in  the  U.S. — 
to  compete  internationally.  Alfa  found 
out  that  TV  is  a  business  far  more  com- 
ponents intensive  than  labor  intensive 
and  that  the  many  small  shops  in  Mexico 
turning  out  components  for  the  small 
Mexican  market— 850,000  sets  a  year  to- 
tal— are  nowhere  near  competitive.  Alfa 
now  has  added  the  Mexican  divisions  of 
Magnavox  and  Admiral  to  its  stable  of 
TV  setmakers,  has  a  roughly  35%  market 
share  against  competition  from  General 
Electric  and  Philips,  and  will  make  about 
$4  million  on  sales  over  S 100  million  this 
year.  But  $100  million  is  peanuts  in  TV, 
and  4%  net  on  sales  is  starvation  profits 
by  Mexican  standards.  So  Alfa  plans  to 
expand  in  two  directions:  at  home,  as 
the  middle  class  grows  in  size  and  afflu- 
ence,- and  abroad.  Again,  they  are  taking 
a  leaf  from  the  Japanese  book  in  seeking 
to  obtain  U.S. -scale  production  runs  by 
exporting  heavily. 

"We  want  to  create  a  new  structure 
producing  very  efficiently  in  Mexico  for 
the  Mexican  market  and  for  export," 
says  Bernardo  Garza  Sada.  "One  of  the 
possibilities  we  are  looking  into  is  join- 
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[  Alfa  Cultural  Center  on  the  outskirts  of  Monterrey 
la  teaches  schoolchildren  the  principles  of  science  and  engineering  in  a  playful  way  here  and  also  shows  the  Alfa  film 
'z  theater  where  the  picture  seems  to  surround  the  viewer.  The  film,  which  the  company  also  shows  to  investment 
ifcers  abroad,  stresses  first  Mexico,  then  Mexican  industry,  then  Alfa.  Its  most  common  word:  "progress." 


|ned  Nylon  de  Mexico  that  was  losing 
pey.  Du  Pont  balked  at  giving  up  the 
nagement.  Alfa,  says  Bernardo  Garza 
f  a  as  diplomatically  as  possible,  "tried 
[convince  them  that  we  could  do  it 
ter  in  Mexico."  As  the  minority  part- 
,  Du  Pont  had  to  give  in.  Du  Pont 

Id  have  sold  out  its  interest,  says  Ber- 
do,  "but  now  they're  making  so  much 
ney  they  don't  want  to  sell." 
m  w  e  manage  these  ventures,  al- 
ma ways,"  says  Diego  Sada.  "We 

W  demand  that!  We  had  trouble 
h  Hitachi.  After  all,  these  are  old, 
j  servative  Japanese  businessmen. 
10  the  hell  are  these  young  Mexican 
Is?'  they  ask." 

dfa  has  the  venture  with  Hitachi — 
fo  Alfa,  49%  Hitachi — in  electric  mo- 
.It  has  another,  $53  million  venture 
Si  Ford— 75%  Alfa,  25%  Ford— mak- 
i  aluminum  cylinder  heads  for  Ford's 
w  lightweight  cars.  Both  ventures 
be  under  the  heading  of  capital  goods 
[Alfa — one  of  the  prime  categories  of 
!  National  Industrial  Development 
In  and  therefore  subject  to  generous 
j  credits. 

When  you're  as  large  as  we  are,  you 
|e  to  have  both  a  private  and  a  nation- 
nterest,"  says  39-year-old  Francisco  F. 
Idonado  Jr.,  Alfa's  Wharton-educated 
incial  vice  president.  "The  govern- 


ment will  give  incentives  to  invest  in 
different  areas  and  we've  invested  in 
things  of  national  priority." 

Like  Japan.  Like  Korea,  too  (Forbes, 
Apr.  30).  The  practical  Mexicans  use  as 
their  model  the  successful  developing 
countries,  not  the  ideologically  pure 
ones.  In  Mexico  today  the  government 
directs,  but  private  enterprise  executes. 

On  Sept.  7,  Alfa  paid  $25  million  for 
the  Mexican  business  of  Massey-Fergu- 
son,  the  market  leader  in  tractors  with 
about  $88  million  in  sales  and  $4  million 
in  earnings.  How  did  Alfa  get  it  so  cheap? 
The  Mexican  government,  because  of 
the  sensitivity  of  the  agricultural  area, 
was  pressuring  Massey  to  "Mexican- 
ize" — i.e.,  sell  60%  of  the  company  to  a 
Mexican  buyer.  Alfa  wouldn't  settle  for 
less  than  100%  because  it  wanted  to 
expand  the  business,  in  Diego  Sada's 
words,  "into  a  big  complex  of  agricultural 
machinery,"  and  thought  that  the  trou- 
bled parent  company  wouldn't  be  able  to 
ante  up  its  share  of  the  investment. 

Investment,  investment.  Alfa  plans  to 
invest  $3.5  billion  between  now  and  the 
end  of  1 984,  including  some  $650  million 
it  will  pay  in  interest.  It  plans  to  finance 
about  42%  of  that  internally  and  the  rest 
with  debt,  most  of  it  raised  outside  of 
Mexico.  Where  will  this  company — huge 
by  Mexican  standards  but  not  all  that 


large  globally — get  all  this  money? 

The  key  to  it  all  is  profits.  If  Americans 
no  longer  appreciate  the  nourishing  role 
that  profits  play  in  economic  develop- 
ment and  in  a  gradually  rising  standard  of 
living,  the  present  Mexican  government 
does.  Alfa's  earnings  have  grown  at  an 
average  26%  a  year  in  real  terms.  This  year 
earnings  are  rising  65%  which,  even  sub- 
tracting Mexico's  20% -plus  inflation, 
means  better  than  a  40%  growth  rate.  To 
come  to  grips  with  inflation  in  their  in- 
vestment decisions,  Alfa's  executives, 
like  most  Mexican  businessmen,  have 
their  company's  fixed  assets  appraised 
every  year.  They  then  take  depreciation 
against  the  higher,  appraised  value  rather 
than  historic  costs — though  this  is  not 
allowed  for  tax  purposes.  Where  most  U.S. 
companies  today  overstate  profits  be- 
cause of  inadequate  depreciation,  Mexi- 
can companies  like  Alfa  are  more  realistic. 

What  with  all  this,  the  world's  bankers 
are  eager  to  lend  money  to  Mexico  and  to 
Mexican  companies  like  Alfa.  Earlier 
this  year  First  Boston  floated  $65  million 
of  debt  for  an  Alfa  subsidiary  in  a  private 
placement  to  five  U.S.  insurance  compa- 
nies. It  was  the  largest  private  placement 
ever  done  for  a  Mexican  private  com- 
pany, and  First  Boston  thinks  Alfa 
should  go  for  $100  million  the  next  time 
round.  Bank  of  America  is  leading  a  syn- 
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YOU'RE  LOOKING  AT  THE 


It's  called  the  Library  of  Congress. 

Ever}'  year  almost  a  million  new  books, 
records,  films  and  other  pieces  or  information  arrive 
here. 

Joining  a  collection  that  already  numbers 
over  75  million  items. 

How  do  they  ever  keep  track  of  all  that? 
With  patience,  resourcefulness,  computers, 


and  millions  of  catalog  cards.  Cards  produced  with 
the  help  of  a  Xerox  electronic  printing  system. 

Information  about  each  new  title  is  entered 
into  a  computer.  The  Xerox  system  takes  this  infor- 
mation straight  from  the  computer.  Then,  using 
laser  beams,  it  prints  out  sheets  of  catalog  cards 
at  an  incredible  two  sheets  a  second. 

In  runs  of  one,  or  one  hundred  thousand, 


WORLD'S  LARGEST  "IN"BOX. 


or  whatever  is  needed.  Because  the  worlds  largest  "In"  box  also 

All  of  which  is  important,  since  the  Library     happens  to  be  one  of  the  world's  largest 
doesn't  just  print  these  cards  for  its  own  use.  It       "Out"  boxes, 
sends  them  out  to  as  many  as  100,000  other 

libraries,  all  over  the  country.  VP- ■RfTV 
Which  is  another  reason  the  Library  of  W^J/Y 
Congress  uses  this  Xerox  information  management 
system. 


XI  1(1  )X®  is  j  lradcni.uk  of  XEKOX  < 'OHI'OUATION. 


Mexico's  Bolsa — volatile  and  growing 


The  bad  news  about  the  companies  you've  just  read  about — 
Alfa,  VISA,  FIC,  CYDSA — is  that  foreigners  cannot  buy 
them.  The  good  news  is  that  the  Mexican  government  is 
devising  a  way  for  foreigners  to  buy  the  stocks  but  leave  the 
voting  rights  with  Mexican  institutions. 

The  basic  problem  is  the  country's  mortal  dread  of  foreign 
control  of  its  industry.  Mexican  law  restricts  foreign  partici- 
pation in  certain  industries — 40%  in  petrochemicals,  for 
example — and  direct  investors  take  up  all  of  that.  In  other 
sectors,  notably  broadcasting  and  most  transportation,  for- 
eigners are  not  allowed. 

But  the  government  also  wants  to  build  the  Bolsa  Mexi- 
cana  de  Valores  to  help  finance  small  and  medium-size 
companies.  So,  since  1975  it  has  encouraged  its  own  middle 
class  to  invest  in  equities  and  directed  foreign  companies  to 
sell  shares.  The  response  has  been  phenomenal. 

Volume  on  the  Bolsa,  housed  in  an  unprepossessing  build- 
ing next  to  a  discount  store  in  Mexico  City's  financial 
district,  has  rocketed  from  300,000  shares  a  day  two  years 
ago  to  3-million-share  days  currently.  The  number  of  issues 


listed  has  •grown  to  some  450,  about  100  of  which  an 
actively  traded.  It  remains  a  thin,  volatile  market — especial 
ly  so  lately.  The  Bolsa  price  index  rose  145%  from  Octobe: 
1978  to  May  1979,  then  fell  33%  in  three  months,  only  tc 
rise  again  by  18%.  The  summer  correction  was  sparked  bi 
just  two  major  banks  selling  investments  to  build  liquidity. 

It  is  an  auction  market  with  no  specialists  to  moderan 
price  swings,  as  in  the  U.S.  But  there  is  a  powerful  regula. 
tory  agency,  the  Comision  Nacional  de  Valores.  To  give  thi 
Bolsa  greater  liquidity,  it  has  been  working  on  a  plan  where 
by  foreigners  can  own  but  not  vote  a  share  in  Mexican 
industry.  The  formula  is  anticipated  before  year's  end. 

Meanwhile  there  are  four  bank-owned  mutual  funds  yoi 
may  buy  in  Mexico,  and  First  Boston  plans  to  bring  ou 
another  in  the  U.S.  early  next  year.  There  are  also  mani 
issues  you  can  buy  if  you  favor  auction  markets  and  have  nc 
fear  of  fast,  bewildering  action.  Here  is  a  list  of  such  largt 
companies,  courtesy  of  the  Mexico  City  brokerage  futr 
Casa  de  Bolsa  Interamericana,  which  is  controlled  and  rur 
by  John  B.  Rhoads,  a  California-born  Mexican  citizen. 


Company 

Listed  as 

Business 

1978 
sales 

(mil) 

Reported 
Income 
(mil) 

Income 

P«r 
share 

12- month 
high  low 

Recea 
price 

Altos  Homos  de  Mexico 

Ahmsa 

govt-owned  steel 

S  649 

$13.4 

S0.21 

$  9.42 

S  1.97 

S  6.22 

Aurrera 

Aurrera 

supermarkets,  restaurants 

429 

19.1 

0.19 

3.00 

1.49 

2.8: 

Banco  de  Comercio 

Bancomer 

largest  private  bank 

6709- 

66.5 

0.19 

2.52 

1.40 

2.1' 

Banco  Nacional  de  Mexico 

Banamex 

2nd  largest  private  bank 

6,336* 

57.3 

0.89 

12.58 

8.51 

12.1: 

Cerveceria  Moctezuma 

Cermoc 

brewery 

266.7 

14.6 

0.26 

5.92 

3.29 

3.7' 

Grupo  Industrial  Saltillo 

Gissa 

foundry,  tools,  appliances 

111 

6.7 

1.03 

24.73 

11.62 

19.31 

Industrias  Resistol  B 

Irs  a 

chemicals 

164.3 

8.6 

0.24 

4.91 

2.14 

3.4' 

Puerta  de  Liverpool 

Liverpool 

retailing 

196.7 

21.8 

0.69 

21.49 

9.21 

16.64 

Fabricas  de  Papel  Loreto  y  PeHa  Pobre 

Loreto 

paper 

35.6 

1.8 

0.47 

7.14 

2.69 

7.05 

Nacional  Financiers 

Nafin 

govt  development  bank 

7,4(F- 

17.9 

0.74 

11.31 

3.14 

7M 

Industrias  Pefloles  B 

Petioles 

mining 

381.4 

16.1 

3.50 

57.00 

19.86 

57.01 

Telelonos  de  Mexico 

Telmex 

govt-owned  natl  tel  svc 

600.1 

81.0 

0.49 

3.51 

2.82 

3.0' 

Figures  are  U  S  dollars.  'Assets. 

dicate  that  includes  the  Deutschebank  in 
a  $75  million  loan  to  Alfa.  The  rate  is 
only  7/s%  over  the  London  interbank 
rate,  an  interest  cost  unheard  of  in  the 
old  days,  when,  as  one  businessman  tells 
it,  "The  man  from  the  Girard  Trust  of 
Philadelphia  came  down  to  visit  and  you 
got  your  children  out  to  dance  for  him." 

The  question  facing  Mexico,  and,  in- 
deed, the  world,  is  whether  Mexico's 
partnership  between  free  enterprise  and  a 
powerful  central  government  can  produce 
results  quickly  enough  in  a  land  where 
half  the  labor  force  is  underemployed  and 
40%  of  the  people,  for  whom  the  new 
industrial  plan  can  do  little,  live  on  subsis- 
tence agriculture  in  the  countryside. 
Where,  in  teeming  Mexico  City,  14  mil- 
lion people  live  in  cinder-block  dwellings 
all  over  the  smog-shrouded  Valley  of  the 
Mexico,  spreading  as  far  as  the  eye  can  see 
from  an  airplane.  And  where  a  sense  of 
violence  seems  omnipresent:  At  a  motel 
in  Puebla,  east  of  Mexico  City,  catering  to 

52 


businessmen  from  the  nearby  Volkswa- 
gen works  or  one  of  Alia's  steel  plants, 
you  are  checked  in  at  the  gate  by  an  armed 
guard.  Businessmen  in  Monterrey  do  not 
give  out  their  whereabouts  to  just  any- 
body. Alfa's  headquarters  may  be  filled 
with  art,  but  it  still  resembles  a  bunker. 
And  in  Tampico,  a  city  on  the  Gulf  of 
Mexico  where  in  1937  oil  refinery  work- 
ers struck  and  sparked  the  nationaliza- 
tion of  Mexican  oil,  industrial  relations 
people  for  Alfa's  petrochemical  plant  still 
check  the  family  background  of  every  job 
applicant  to  see  if  he  comes  from  a  "radi- 
cal Pemex"  family. 

Violence  is  never  far  beneath  the  sur- 
face in  Mexico,  nor  are  bribery,  skim- 
ming and  graft.  Blame  history  and  geog- 
raphy, though,  not  the  system  or  the 
national  character.  The  real  question  is: 
Can  the  new  Mexico  be  built  fast  enough 
to  keep  the  old  one  from  exploding?  No- 
body knows.  But  one  should  see  the  new 
Mexico  with  clear  eyes.  A  lot  is  written 


by  intellectuals  today  about  the  and 
spirit  of  Mexico,  "fascination  \> 
death,"  Indian  legend  and  the  rest, 
the  new  Mexicans,  like  their  Amen 
neighbors,  dream  of  two  weeks  off  M 
pay  and  somewhere  to  go  with  the  fam 

A  taxi  driver  engaged  an  Amen 
journalist  in  conversation  recently 
they  headed  to  Mexico  City's  airport 
want  to  practice  my  English,"  the  dri 
said.  "I  will  take  the  examination 
tourist  guide.  After  that,  I  want  to  s 
my  own  tourist  business.  My  mother 
father  were  poor  people.  I  do  not  wan 
be  a  taxi  driver  all  my  life."  Significan 
one  of  Alfa's  most  successful  inv 
ments  is  the  Club  Maeva,  a  vacation  p 
for  Mexican  families  at  Manzanillo 
the  Pacific.  The  condominiums,  wb 
rent  long  term,  are  booked  solid. 

The  news  of  Mexico  today  is  that 
yond  the  poverty,  beyond  the  fabul 
wealth  of  people  like  the  Garzas  and 
das,  Horatio  Alger  is  alive  and  well.  I 
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Knowing  what  it's  worth 
can  be  worth  a  lot. 


We  didn't  help  Isabella  launch  a  new 
venture.  But  we  do  help  Holiday  Inns® 
explore  the  world  for  new  hotel 


Ami 


MKRICAN 
FPRAISAL 


sites.  The  world's  largest  appraisal 
firm  can  help  you,  too,  with 
feasibility  studies  and  much  more. 


WE  KNOW  VALUES. 


Atlanta  •  Baltimore  •  Bangkok  ■  Boise  •  Boston  •  Buffalo  ■  Charlotte  •  Chicago  •  Cincinnati  •  Cleveland  ■  Dallas  •  Denver  •  Detroit  ■  Hong  Kong  •  Honolulu  •  Houston  •  Jakarta 
Kansas  City  •  London  •  Los  Angeles  -  Madrid  -  Manila  •  Mexico,  D.F  -  Miami  •  Milan  •  Milwaukee  •  Minneapolis  •  Montreal  •  New  Orleans  •  New  York  •  Pasadena  •  Philadelphia  ■  Pittsburgh 
Portland  •  Princeton  •  Rolling  Meadows  •  Borne  •  St.  Louis  ■  Salt  Lake  City  •  San  Francisco  ■  Seattle  •  Singapore  •  Spokane  •  Stamford  -  Tampa  •  Toronto  •  Vancouver  •  Washington,  D.C. 


ONE  OF  THE  LARGEST 
BANKS  IN  THE  WORLD 
IS  TAKING  A  NEW  PATH 
TO  INTERCEPT  THE  FUTURE. 


istorie  symbol  of  Hankers 
rusl    The  pyramid  atop 
ir  Wall  Street  building. 


WHAT  WE  DID 
AND  WHY. 


We  have  concentrated  the  entire  re- 
sources of  our  world-class  bank  in  four 
major  financial  areas.  They  are  whole- 
sale commercial  banking,  fiduciary 
services,  money  and  securities  markets, 
and  corporate  financial  services.  We 
chose  these  core  businesses  because 
they  represent  our  special  strengths. 
Now  we  are  dedicated  to  expanding 
and  developing  them  even  further.  To 
the  highest  degree. 

We  have  also  decided  to  focus  our 
strongest  capabilities  on  selected  mar- 
kets. That  way  we  can  readily  coor- 
dinate and  bring  to  bear  all  four  of  our 
core  businesses  on  a  customers  re- 
quirements. 

We  have  reorganized  Bankers  Trust 
and  redefined  its  priorities  because 
(while  it  is  tempting  to  think  otherwise) 
one  bank,  no  matter  how  large,  can  no 
longer  be  all  things  to  all  customers. 

If  the  requirements  of  business  today 
suggest  a  specialized  cluster  of  com- 
plementary banking  services,  the  pres- 
sures of  tomorrow  will  demand  it. 

We  have  always  been  structured  to 
meet  our  customers'  current  needs. 
Now  we  are  structured  to  meet  their 
needs  of  tomorrow  as  well. 


BankersTrust 
Company 

Worldwide 


International  Banking  Subsidiaries  in  the  United  Slates:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Brant  lies: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS,  TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 


THE  1980  FORD  LTD 
RIDES  AS  QUIETLYAS  A 
$65,000  ROLLS-ROYCE. 


Quiet  is  the  sound  of 
a  Ford  LTD. 

There  are  several  reasons  to  buy 
a  fine  automobile,  and  a  quiet, 
comfortable  ride  is  certainly  an 
important  consideration. 
Tested  as  quiet  as  a 
Rolls-Royce, 
tn  Ford  tests,  an  LTD  rode  just  as 
quietly  as  a  Rolls-Royce  Silver 
Shadow  sticker  priced  over 
$65,000.  Because  LTD  is  so  solidly 
b  u  i  1 1 ,  s  o  weTJ  - e  n g  i  n  ee  re d . 


FORD  L\D         \  -'ROLLS-ROYCE 
63.2  dB(A)  at  55  MPH  64 .2  dB(A)  at  55  MPH 


Right  bench  seat  interior 

Trim-size  outside- 
full-size  comfort  inside. 

While  the  1980  Ford  LTD  is  sized  for 
today,  making  it  easy  to  handle 
and  park,  it  is  as  roomy  as  any 
LTD  ever  on  the  inside.  With  plenty 
of  stretch-out  room  for  six  adults. 


America's  first  automatic 

overdrive  option  for 
better  highway  mileage. 

Here's  something  no  other  Ameri- 
can car  maker  offers.  With  the  op- 
tional 5.8  liter  engine  it  offers  an 
estimated  76  extra  highway  miles 
on  every  tankful,  compared  to  the 
same  engine  without  overdrive, 
and  an  EPA  estimate  of  i@MPG 
and  a  highway  estimate  of  27 
MPG.  For  comparison.  Your  mile- 
age may  differ  de-  — ^ 
pending  on  speed,  /-*Q/Se\ 
distance  &  weath-  lOv/' 
er.  Calif,  estimates      ^y.  / 
lower.  Your  actual 
highway  mileage  fjf 

and  range  will  n  i( 

.    t .    r,     i  Better  Ideas  for 

probably  be  less.  tne80s.FORD. 


an  economy  where  almost  nobody  pays 
\sh,  money-lending  is  booming  and  nobody 
\nefits  like  Beneficial,  which . . . 


Borrows  at  9%, 
lends  at  20% 


By  Paul  Gibson 


h  onsider  this:  In  1946  American 
consumer  installment  debt  was 
[✓$4.2  billion;  by  1964  $63  billion, 
lit  now  it  is  pushing  $300  billion, 
tn  adjusted  for  inflation,  the  number 
jbuble  what  it  was  15  years  ago. 
I  the  direst  predictions  about  the 
pomy  turn  out  to  be  true,  that  huge 
6l  wave  of  consumer  credit  may  well 
|e  out  a  big  piece  of  the  beach  one  day. 
Eer  new  leadership,  Beneficial  Corp. 
[ding  the  crest,  apparently  with  great 
1.  But  the  question  remains:  Who  is 
jiharge,  the  wave  or  the  rider? 
p  only  three  years,  Beneficial  has 
;d  past  its  archrival,  Household  Fi- 


nance Corp.,  to  become  the  pace  setter 
in  the  burgeoning  consumer  install- 
ment-loan business.  Figures  for  the  first 
half  of  1979  confirm  that  position:  Mea- 
sured by  receivables — the  industry  term 
for  how  much  consumers  are  in  hock  to 
finance  companies — Beneficial  went 
ahead  by  a  whisker,  $3,330  billion  com- 
pared with  $3,241  billion  for  HFC,  from 
which  Beneficial's  financial  group  net- 
ted $60.7  million  against  HFC's  $52.6 
million.  To  get  to  that  position,  Benefi- 
cial has  added  more  than  $1.2  billion  to 
its  total  receivables  in  the  two  years 
ending  last  June  (more  than  twice  HFC's 
growth  rate)  and  has  brought  in  a  million 
new  customers.  That  is  a  15%  average 
annual  growth  for  receivables  in  an  indus- 


try where  10%  a  year  is  considered  fast. 

This  rapid  growth  began  soon  after 
Finn  M.W.  Caspersen  took  over  as  chair- 
man in  August  1976  and  became,  at  age 
35,  probably  the  youngest  CEO  of  any 
major  U.S.  corporation.  In  a  curious  way 
Caspersen's  accession  to  the  top  job  at 
Beneficial  is  an  instance  of  nepotism — 
his  father,  O.W.  Caspersen,  ran  the  com- 
pany back  in  the  1940s  and  1950s.  The 
son  began  to  learn  about  the  company  at 
home  as  a  preteen,  in  discussions  with 
his  father  and  by  reading  his  father's 
memos.  But  Finn  and  his  father  had  an 
agreement  that  Finn  wouldn't  go  to  work 
for  the  company  as  long  as  his  father  was 
alive.  When  O.W.  died  in  1971,  however, 
his  widow  moved  onto  the  board,  where 
she  remains.  (The  Caspersen  family 
owns  about  2% — about  $12  million 
worth — of  Beneficial's  common  stock.) 

In  the  meantime,  Finn  had  gone  off  to 
Brown  University  where — appropriately 
enough — his  study  of  Trends  and  Patterns 
of  Consumer  Installment  Credit  (published 
in  1962)  helped  him  earn  an  economics 
degree  before  he  went  off  to  Harvard  Law 
School.  Next  came  a  job  with  the  power- 
ful Wall  Street  firm  of  Dewey,  Ballantine, 
Bushby,  Palmer  &  Wood. 

A  year  after  his  father  died,  Finn  Cas- 
persen finally  joined  Beneficial  on  the 
bottom  rung  in  the  legal  department. 
Right  away  he  began  to  prepare  his  own 
plan  for  the  firm's  future,  a  plan  at  odds 
not  only  with  what  Beneficial's  brass  had 
in  mind,  but  with  what  other  major  con- 
sumer lenders  were  doing. 

Looking  back,  Caspersen  says,  "We 


ficiai  Corp.  's  Finn  Caspersen 

t  receivables  topping  $3.3  billion  in  the  first  half  of  1979,  he  has  good  reason  to  toot  his  horn. 
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had  allowed  ourselves  to  be  gulled  into 
going  with  the  crowd."  What  he  means 
is  that  Beneficial  had  become  caught  up 
in — and  for  a  time  was  the  leader  of — the 
1960s  vogue  to  diversify  away  from  con- 
sumer lending  as  competition  from 
banks  and  credit  unions  increased.  "That 
probably  cost  us  three  or  four  years  of 
getting  to  where  the  real  money  is." 

In  the  process,  Beneficial  had  bought 
the  Western  Auto  Supply  chain,  the  Spie- 
gel mail-order  catalog  business  and  Mid- 
land International,  a  marketer  of  con- 
sumer electronics.  By  the  time  Casper- 
sen  took  charge,  Western  Auto  was 
losing  market  share  to  competitors; 
Spiegel  was  losing  customers  to  Sears 
and  Midland  was  about  to  lose  money — 
$16.2  million  pretax  over  two  and  a  half 
years — as  the  CB  bubble  burst.  Obvious- 
ly, Beneficial  had  bought  marginal  com- 
panies to  begin  with  and  had  done  little 
or  nothing  to  upgrade  them. 

Caspersen's  aim — then  as  now — is  to 
rid  Beneficial  of  its  digressions  and  instead 
concentrate  on  growth  in  financial  ser- 
vices. So  he  has  set  about  shrinking  the 
merchandising  businesses,  which  as  re- 
cently as  19^6  accounted  for  about  one- 
third  of  total  net  income.  Today  Midland 
is  practically  out  of  business.  Just  last 
month  another  1 16  Western  Auto  stores 
were  closed.  Spiegel  has  repositioned  its 
catalog,  aiming  at  an  upscale  rather  than  a 
blue-col  lar  market.  Now  Caspersen  is  said 
to  be  looking  for  buyers  for  these  divisions 
so  he  can  devote  his  time  and  his  com- 
pany's capital  to  widening  Beneficial's 
financial  services. 

In  finance,  one  of  his  first  goals  has 
been  to  shed  Beneficial's  image  of  back- 
street  lender  of  last  resort  to  blue-collar 
workers.  That  dates  back  to  Beneficial's 
beginnings  in  1913,  an  era  of  S5  loans  at 
extortionate  weekly  interest  rates.  Cas- 
persen is  trying  to  turn  Beneficial  into  a 
financial  supermarket  where  middle-in- 
come families  can  finance  their  spending 
sprees  with  a  wide  range  of  instruments, 
such  as  revolving  credit  loans,  second 
mortgages,  insurance  and  bank  loans. 

As  Caspersen  sees  it,  the  demograph- 
ics are  on  his  side.  The  largest  (and  fast- 
est expanding)  segment  of  the  population 
is  now  in  the  20-to-39  age  group — the  big 
buyers  of  houses,  cars  and  appliances  and 
the  biggest  users  of  credit.  While  the 
typical  Beneficial  customer  of  the  1960s 
borrowed  a  few  hundred  dollars  to  cover 
his  rent  and  next  month's  groceries,  his 
1979  counterpart  is  borrowing  against 
his  anticipation,  of  a  steadily  rising 
stream  of  earnings  for  a  trip  to  Acapulco, 
a  videotape  recorder  or  an  extra  bed- 
room. "The  guy  who  is  down  and  out 
goes  on  welfare  today,"  explains  a  Bene- 
ficial executive.  "He  doesn't  come  to  us 
and  we  don't  go  after  him." 

A  decade  ago  only  15.5%  of  Benefi- 
cial's loans  were  for  more  than  $2,000; 
today  53%  are.  The  average  length  of  a 


loan  is  now  48.2  months,  nearly  double 
what  it  was  in  1968.  All  of  which  leaves 
Caspersen  arguing  against  those  who  see 
the  present  level  of  consumer  credit  as  a 
threat  to  the  company  and  the  economy. 
He  asserts  that,  while  it  is  true  more- 
people  today  have  more  debts,  it's  equal- 
ly true  that  the  monthly  bite  in  the  form 
of  debt  repayment  as  a  percentage  of 
take-home  pay  goes  down  a  notch  every 


Comeback 


Beneficial  has  palled  ahead 
of  HFC  in  consumer  loans. 
But,  lacking  HFC's  profitable 
diversification,  it  is  more  vul- 
nerable in  a  recession. 


SBillions 
4.5  _ 

Receivables 
outstanding 

3.0- 

yr-^^"--  Without 

commercial 
JJFC^^^/'  lending 

1.5  _T"~ 
'74 

Beneficial 

'75    '76    '77    '78    79  16  months) 

Income  from 
financial  operations 
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Sources  Company  reports,  analysts'  estimates 


year — from  5.8%  of  take-home  pa 
1972  to  only  4.3%  last  year. 

This  may  or  may  not  be  sheer  ratic 
ization,  but  Caspersen  is  convinced 
not  and  he's  putting  his  monev  wi 
his  mouth  is.  Beneficial  acquired  Pea 
Bank  cx  Trust  Co.  of  Wilmington,  De 
issue  credit  cards  and  overdrafts; 
Texas  Savings  Association,  a  big  Di 
ScxL,  to  do  home  mortgage  financ 
and  a  group  of  small  insurance  cor) 
nies  to  broaden  its  consumer  financ 
ferings  still  more.  Then,  last  month, 
Department  of  Justice  okayed  Cas 
sen's  acquisition  of  two  small-loan  t 
nesses — one  headquartered  in  Texas 
the  other  in  Ohio.  In  return,  Benef 
agreed  to  divest  itself  of  a  numbe 
offices  in  areas  where  the  departn 
believes  Beneficial  is  already  domn 
and  could  lessen  the  competition  in 
making  of  direct  cash  loans. 

Though  Beneficial  and  HFC  are 
ready  nationally  known  names  and  1 
offices  on  just  about  every  impor 
Main  Street  in  the  land  (they  1 
around  2,000  offices  apiece),  neither 
boast  a  truly  dominant  position  in 
fast-changing  world  of  consumer 
nance.  In  fact,  according  to  the  last 
eral  Reserve  study,  some  3,500  con 
nies — from  one-man,  back-street 
sharks  to  banks,  SixLs  and  credit  un: 
to  the  huge,  captive  finance  arms  of  g 
companies  like  General  Motors,  S 
and  General  Electric — divide  up 
S290  billion  in  outstanding  consu 
loans.  Beneficial  and  HFC  each  h 
about  1%  of  the  market. 

"My  God,"  says  Caspersen,  clapf 
his  hand  to  his  cheek  as  if  the  thoi 
had  just  struck  him.  "Just  think  wh; 
would  be  like  to  have  5%  of  that  r 
ket."  That's  unlikely  and  Caspersen 
lows  he  would  be  more  than  happ 
over  the  next  decade  Beneficial  cc 
boost  its  share  to,  say,  3%  or  even 
"If  we  can  do  that  we  will  be  with 
question  the  preeminent  consumer 
nance  company  in  the  U.S.,"  says  C 
persen,  sitting  behind  a  cluttered  des. 
Beneficial's  main  working  offices 
Morristown,  N.J.* 

What  about  the  banks?  Giant  Citic 
has  launched  an  allout  drive  to  encoui 
people  to  both  borrow  and  spend,  sp 
and  borrow.  Citicorp  doesn't  fngh 
him.  After  all,  that  nationally  advert 
slogan — "At  Beneficial,  toot,  toot,  vol 
good  for  more" — is  one  of  the 
known  among  consumers.  More  im 
tant,  Beneficial  claims  its  network 
branch  offices  and  credit  checking 
tem  helps  give  it  fewer  bad  debts  d 
most  of  its  competitors.  Recalling  Ci 

'For  lax  reasons  Beneficial  is  headquartered  in  Wjfl 
ton.  Del  In  1981  Beneficial  uill  open,  in  rural 
Jersey  close  by  Caspersen  s  farm,  a  $100  million  cc 
rate  tillage,  which  will  be  built  in  the  Palladian  ara 
tural  style  faiored  by  Jefferson  at  Monticello  and 
serve  as  the  main  management  offices. 
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I  DIDN'T  START 
PREQ  AUNG  EMERY  UNTIL 
I  STOPPED  USING  THEM. 


Air  freight  is  like  anything  else . 

No  matter  how  happy  you  are 
with  the  company  you  use  you're 
always  willing  to  try  someone  else; 
someone  new,  someone  a  friend 
recommended,  someone  whose  com- 
mercial you  just  saw. 

So  there  are  times  when  even 
loyal  Emery  customers  do  wander. 
But  anywhere  they  wander,  it  seems 
a  great  many  of  them  soon  come 
back  home.  For  a  lot  of  reasons. 

Many  of  which  have  to  do  with 


the  company  they  wander  to. 

Some  air  freight  companies, 
they  discover,  don't  deliver  what 
they  promise. 

Others  don't  deliver  anything 
except  what  can  be  handled  easily; 
nothing  too  big  or  heavy  or  out  of 
the  way. 

Some  companies  leave  you  up  in 
the  air  about  the  packages  they're 
delivering.  Simply  because  they  have 
no  way  of  tracking  them. 

And  then  there  are  the  air  freight, 


companies  that  don't  have  enough 
offices  or  enough  people  or  enough 
trucks  or  enough  planes  or  just 
enough  interest. 

So  when  an  Emery  customer  tries 
someone  else,  we  don't  mind. 

At  Emery,  we  think  the  best  way 
to  find  out  how  good  we  are  is  to  find 
out  how  good  the  other  guys  aren't. 

EMERU 

THE  AIR  FORCE  IN  AIR  FREIGHT. 


Final 

exams. 


Measure  stress  and  strain  on  a  new  front-end  loader. 
Tilt  a  lift  truck  until  you  know  its  safety  limits. 
Submerge  a  heavy-duty  transmission  in  water  to  check 
for  leakage. 

Tests  like  these,  and  many  more,  are  part  of  the  Clark 
Quality  Assurance  System.  That's  how  we  help  Clark 
products  get  ready  to  take  on  the  world.  So  when  they 
go  to  work  in  warehouses  and  loading  docks,  logging 
camps  and  construction  sites,  they  stand  up  under 
rough  conditions. 

We  build  machines  for  the  hardest  work.  Then  back 
them  with  a  worldwide  network  of  dealers  who  know 
how  to  keep  them  fit. 

Getting  the  job  done.  That's  the  final  exam. 

Clark  Equipment  Company,  Buchanan,  MI  49107. 

Clark  gets  it  done. 


Even  weight  distribution  helps  Clark  lift  trucks  climb  this  30%  grade. 


ubzero  temperatures  and  wet  loads  put  A  "tilting  table"  tests  the  stability  and  sure-footedness  of  Clark  lift  trucks, 

lis  Clark  Bobcat  loader  to  the  test. 


A  Clark  powershift  transmission  is 
submerged  in  water  to  check  for  leakage. 


A  dynamometer  tests  the  cooling  system  of  a  Clark  hydraulic  crane. 


People 
Caring  for  People 

At  Hospital  Corporation  of  America  caring  for  people  is  our 
business. 

Since  our  Company's  founding  in  1968,  our  foremost  objective 
has  been  to  improve  the  quality  of  health  care  in  communities  which 
we  serve.  Hospital  Corporation  of  America  now  owns  and  manages 
more  than  1 30  hospitals  with  over  20,000  beds  in  the  United  States 
and  internationally. 

HCA  is  proving  that  hospitals  can  be  operated  more  efficiently 
through  private  enterprise.  By  utilizing  the  many  resources  avail- 
able within  our  multi-hospital  system,  we  achieve  major  cost  sav- 
ings for  each  of  our  hospitals  and  the  communities  they  serve. 

Hospital  Corporation  of  America  has  maintained  a  steady  and 
predictable  rate  of  growth  well  in  excess  of  20  percent  per  year 
since  its  beginning.  The  increasing  emphasis  on  containing  health 
care  costs  is  providing  many  opportunities  for  HCA  to  construct 
hospitals  to  replace  outdated  facilities  and  to  acquire  or  manage 
existing  hospitals. 

As  the  industry  leader,  we  are 
proud  of  our  Company's  growth  and 
proud  to  be  a  part  of  growing  com- 
munities in  the  United  States  and 
abroad. 

Call  or  write  for  more  information. 


HUSFI 1  AL 
CORPORATION 
OF  AMERICA 
One  Park  Plaza 
Nashville,  TN  37203 
(615-327-9551) 


brave  but  costly  foray  into  credit  ca 
earlier  this  year,  Caspersen  boasts,  "C 
solicited  an  awful  lot  of  accounts 
were  only  too  happy  to  see  go.  It  heir, 
our  delinquencies  significantly." 

Beneficial  reserves  about  5%  of  its 
ceivables  for  bad  debts,  though  its  fi 
year  average  writeoff  has  been  less  th 
2%  so  far.  "We  are  just  not  going  to  p 
in  our  horns,"  asserts  Caspersen.  "On 
ously  we  are  going  to  have  increai 
delinquencies  and  probably  some 
creases  in  chargeoffs,"  he  continues,  1 
in  the  same  breath  he  predicts  that  Be 
ficial's  newer  and  more  sophistica 
credit  checking  procedures  will  save 
from  getting  as  badly  burned  as  it  did 
the  1973  recession. 

What  about  the  soaring  cost  of  mon 
That  hurts,  but  again  not  as  badly  as  > 
might  expect.  Beneficial  is  leveraged 
the  hilt,  with  $3  of  debt  for  each  $1 
equity  {rs  HFC's  $2.60  to  $1).  MoS 


"My  God,"  says  Caspersen, 
if  the  thought  had  just  strut 
him.  "Just  think  what  it  wou 
be  like  to  have  5%  of  that  mc 
ket."  Unlikely  perhaps,  hut 
a  decade  he  will  be  more  tht 
happy  if  Beneficial  gets  to  3 
or  even  2%. 


this  is  long-term  debt  and,  while  Ben 
cial's  interest  expense  has  climl 
22.4%  to  $104.2  million  in  the  last 
months,  its  average  debt  cost  is  : 
about  9% .  Not  too  bad  when  you're  lei 
ing  out  money  at  20% . 

Not  everybody  buys  Caspersen 's 
proach.  HFC,  for  example,  recently 
versified  further  by  picking  up  Wien 
Alaska,  Inc.  HFC  runs  a  highly  succes 
$3  billion-plus  merchandising  operatii 
which  ranks  it  among  the  nation's 
ten  retailers.  That's  why  HFC  this  y 
will  likely  report  a  total  net  income 
$165  million,  vs.  only  $1 14  million  oi 
for  Beneficial,  and  why  HFC's  five-y 
average  return  on  equity  is  15.4%  cc 
pared  with  Beneficial's  13.1%. 

Yet,  so  far  this  year,  Beneficial 
produced  bigger  gains  than  Wall  Sti 
analysts    expected,    and,    in  rec 
months,  its  stock  has  climbed  from  2: 
31,  closer  to  book  value,  while  HFC 
barely  budged.  Now  Wall  Street  is  say 
Beneficial's    earnings    will  climb 
around  $5.25  this  year  [vs.  1978's  $4. 
and  to  $5.80  in  1980.  The  Street  s 
only  modest  gains  for  the  more  dive 
fied  HFC,  to  $3.90  this  year  {rs  19 
$3.18)  and  to  $4.20  in  1980. 

And  remember,  Finn  Caspersen  die 
just  walk  into  all  this:  Essentially,  it  j 
he  who  set  Beneficial  on  its  pres 
course.  If  he's  done  so  much  by  age 
what  wonders  will  he  have  wrought 
the  time  he's  50-  ■ 
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Capital 
Investment. 

With  Saunders  Leasing,  you  don't  have  to  stick  your 
neck  out  by  tying  up  money  in  truck  ownership. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you  no  longer  need  to 
tie  up  your  money  in  truck  ownership  to  move  your 
goods  from  one  point  to  another.  Or  burden  yourself 
with  beastly  details  like  all  the  time-consuming,  tedious 
paper  work  that  must  be  kept  up  with,  to  keep  your 
trucks  on  track,  on  time. 

When  you  ride  with  Saunders,  you  get  the  total, 
full-service  truck  leasing  system.  Including  our  care- 
fully matching  your  trucks  to  your  needs.  An  operating 
lease  according  to  all  FASB-13  criteria.  Preventive 
maintenance.  Computing,  reporting  and  paying  state 
fuel  and  mileage  taxes.  Fuel  purchasing.  Obtaining 
state  fuel  tax  permits  and  securing  license  registration 
renewals.  Prompt  road  service,  day  or  night.  And 
countless  other  details  that  could  eventually  break  your 
corporate  back. 


When  it  comes  to  trucking,  you  now  have  a  choice: 
You  can  put  up  with  all  the  beasts.  Or  behold  the  beauty 
of  the  lease.  With  Saunders. 

I  

Capital  investment  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 

Name  Title  


Company . 

Street  

City  

Phone  

Mail  to: 


State . 


Zip. 


hj  M.L.Malcolm 

Saunders  Leasing  System,  Inc. 

201  Office  Park  Drive 
«  Birmingham,  Alabama  35223 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


For  several  years  the  big  action  has  been  in 
foreign  stock  markets,  butT  says  John  Temple- 
ton,  the  U.S.  is  where  to  buy  now. 


Americans  are 
bored — that's  good 


Statistical  Spotlight 


Time  was  when,  in  a  global  sense,  the 
New  York  stock  market  was  the  only 
game  on  earth.  The  other  markets  were 
too  small  to  permit  large-scale  invest- 
ment. No  more.  In  one  month  this 
year — lanuary — the  dollar  value  of  daily 
trading  on  the  London,  Tokyo  and  Ger- 
man stock  exchanges  combined  exceed- 
ed that  of  New  York — probably  for  the 
first  time  in  history.  The  Tokyo  ex- 
change alone  came  close  to  matching 
New  York  that  month:  Its  average  daily 
trading  volume  came  to  S708  million, 
New  York's  to  S834  million.  Since  then 
New  York  has  picked  up  a  bit  and  the 
others  have  slowed  down  (see  chart).  But 
New  York's  overwhelming  dominance  is 
no  more. 

In  the  dear,  dead  days  before  OPEC 
flexed  its  monopoly  power  and  shattered 
the  world's  economy  and  the  American 
dollar,  New  York  was  king.  In  1970  the 
dollar  value  of  average  daily  trading  in 
New  York  was  S404  million,  in  Tokyo 
S86  million  and  in  Frankfurt  Duesseldorf 
about  a  mere  S9  million. 

For  an  explanation  of  this  big  switch 
we  turned  to  John  Marks  Templeton,  the 
brilliant  Nassau-based  money  manager 
who,  almost  alone  among  the  American- 
born  major  investment  practitioners,  has 
trained  himself  to  think  globally. 

"What  does  it  all  mean?"  we  asked. 

"That  it's  a  good  time  to  buy  Ameri- 
can stocks/'  was  his  unhesitating  reply. 
He  went  on  to  say  that  he  has.  broken  a 
20-year-old  rule  not  to  put  over  50%  of 
his  money  in  any  one  country.  His  funds 
now  have  over  60%  of  their  assets  in  the 
U.S.  "Your  figures  illustrate  how  human 
psychology  goes  in  cycles.  The  Japanese 
presently  are  very  excited  about  the  op- 
portunity to  make  a  fortune  in  the  stock 
market .  The  Americans  have  become 
disillusioned  over  the  last  ten  years  and 
they  're  neglecting  the  stock  market  for 


gold  and  real  estate.  But  it  will  change." 

Templeton  figures  the  typical  lapanese 
stock  now  has  a  price  earnings  ratio  of 
20 — scarcely  a  bargain  level.  Germany 
looks  more  interesting  to  him  but  he  has 
his  reservations  about  Germany.  "I  don't 
find  many  growth  stocks  there,"  he  said. 
So,  he  is  unlikely  to  reduce  his  60% 
exposure  to  the  U.S.  market.  "In  the  U.S. 
I  have  no  trouble  finding  hundreds  of 
companies  whose  earnings  may  double 
in  two  or  three  years." 

Mexico's  big  oil  find  notwithstanding, 
Templeton  is  avoiding  stocks  of  that 
country.  "I  wish  I  had  bought  Mexican 
stocks  two  years  ago  because  they  are  up 
about  five  times,"  said  he.  "But  if  I  had,  I 
would  sell  out  now.  Like  Japan,  there  is 
too  much  excitement  and  volume  and 
everyone  is  thinking  about  getting  rich." 

Gold  is  also  on  Templeton's  "avoid" 
list.  "If  I  had  been  smart  I  would  have 
bought  gold  a  year  ago,  but  I'd  sell  that 
now,  too.  The  price  of  gold  is  not  subject 
to  evaluation  and  I  have  to  make  an 
evaluation  and  buy  the  stocks  that  are 
the  cheapest.  But  there  is  no  way  to 
make  an  evaluation  of  what  gold  is 
worth.  It  is  worth  whatever  the  psychol- 
ogy says  it's  worth.  South  African  gold 
stocks?  The  political  situation  long  run  is 
so  bad  there." 

What  looks  cheap  besides  the  U.S. 
market;  Canada,  Australia,  Denmark, 
Holland  and  Spain.  Germany,  maybe. 

But  the  U.S.  above  all.  Never  mind 
those  volume  figures,  he  said.  The 
American  market  will  regain  its  luster. 
Yes,  it  could  look  weak  as  long  as  the 
current  recession  is  an  unknown  factor, 
but  it's  the  only  market  he  can  see  in- 
creasing sevenfold  within  ten  years. 

To  put  all  this  in  perspective,  you  have 
to  think  like  John  Templeton.  Every- 
thing changes.  By  the  time  the  American 
market  becomes  hot  again,  the  Japanese 
market  will  have  cooled  off.  Then  he  will 
be  selling  U.S.  stocks  and  buying  Japa- 
nese stocks.  His  rule  is:  Buy  from  bored 
investors  and  sell  to  excited  ones  ■ 


Liquid  alternatives 


Dollar  volume  of  trading  has  soared 
on  the  Tokvo  stock  exchange  and  has 
also  grown  very  nicely  on  the  London 
and  German  exchanges,  chiefly  as  a 
result  of  devaluation  .  .  . 
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. . .  These  foreign  exchanges  com- 
bined now  offer  nearly  as  much  room 
as  the  Big  BoaTd  for  large  amounts  of 
capital  to  maneuver. 
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Knoll  designs  with 
Citicorp's  CitiLeverage. 


CitiLeverage.  Five  asset-based  financial  services 
that  respond  directly  to  a  company's  "success  signals'.' 


All  over  America,  corporations  are  tak- 
ing advantage  of  their  hidden  strengths- 
with  CitiLeverage.  The  new  range  of  asset- 
based  financial  services  from  Citicorp 
Industrial  Credit,  Inc. 

One  example  is  General  Felt's  Knoll 
International.  A  Pennsylvania  company 
known  for  creative  leadership  in  con- 
temporary furniture,  designed  by  top 
architects,  sculptors  and  engineers. 

Not  long  ago,  General  Felt  wanted  to 
acquire  Knoll— with  its  unique  expertise 
and  possibilities  for  growth. 


Knoll  had  strong  current  assets  (to  our 
analysts,  a  "success  signal"). 

With  CitiLeverage,  General  Felt  was  able 
to  take  advantage  of  those  assets  for  a 
smooth  acquisition. 

In  commercial  finance,  industrial  sales 
finance,  factoring,  equipment  finance 
and  leasing,  intelligent  managements 
are  using  CitiLeverage  to  convert  their 
success  signals  into  real  capital. 

To  get  an  idea  of  how  CitiLeverage 
can  give  you  new  advantages,  call  our 
Chairman,  Bob  Martinsen,  at  (212) 


559-6631,  collect.  Or  write  him  at  Citicorp 
Industrial  Credit,  Inc.,  399  Park  Avenue, 
New  York,  NY  10043. 

He'll  put  you  together  with  the  right  CIC 
officer  in  one  of  our  29  offices  across 
the  nation. 

Citicorp's  CitiLeverage: 

Because  nothing  succeeds  like  success. 

ociticorp 

Citicorp  Industrial  Credit,  Inc. 


Introducing  tl\e 1980 full-size  liuicks. 

K iss  bulk, 
ore  brains. 


s  ite  new  4-1  liter 
Electra.  America's 
first  and  only 
Traditional  luxury 
powered  by  a 
-6  engine. 

fe  at  Buick  have  a  theory  about 
rs.  Which  holds  that  it's  perfectly 
ermissible  to  want  to  be 
irrounded  with  luxury.  Comfort, 
uiet.  Elegance. 

As  long  as  the  package  it  comes 
is  impeccably  logical.  And  very 
fficient. 

Which  brings  us,  rather 
Dnveniently,  to  your  Buick  dealer, 
nd  the  new  4.1  liter  Electra. 


EPA  EST  EST 
MPG  HWY 


EST  DRIVING 
RANGE 


17 


23 


425 


EST  HWY 
RANGE 

575 


It  is  a  new  and  different  kind  of 
xury  automobile.  One  that  is  even 
jhter,  more  aerodynamic,  efficient 
id  timely  than  last  year's.  In  short,  it 
an  Electra  highly  adapted  to  life  in 
)day's  world. 

Yet,  it  is  quite  capable  of 
hooshing  from  0-50  in  a  most 
spectable  time. 

Inside  it  is,  as  always,  quiet,  rich, 
iacious.  With  even  more  standard 
fnenities  than  before.  In  fact,  Buick 
as  such  confidence  in  the  per- 
umance  capabilities  of  the  4.1  liter 

j||6(  we  have  made  air  conditioning 

'  andard. 


We  believe  very  strongly  in  this 
new  engine,  and  in  what  it  can  do 
for  the  Electra  and  for  you. 

But  for  the  more  traditional 
buyer,  we  also  offer  5.7  liter  V-8 
diesel  and  5.7  liter  V-8  gasoline 
engines  as  options.  (Diesel  engine 
not  available  in  California  at  time  of 
printing.  See  your  dealer  for 
availability.) 

The  1980  Electra.  We  think 
you'll  find  it  to  be  a  giant  step  in  the 
right  direction. 

The  new 'Buick 
TjeSabre.The 
full-size  car,evolved. 

Without  changing  its  character 
as  an  elegant  six-passenger 
automobile,  we've  done  some  very 
logical  things  to  the  new  LeSabre. 
Compared  with  last  year's  model,  it's 
lighter.  It  is  also  equipped  with  tires 
designed  to  roll  more  freely.  And  it 
has  been  reshaped  for  lower  wind 
resistance. 

There's  impressive  logic  under 
the  hood,  too.  The  even-firing  3.8 
liter  V-6  is  standard,  and  surprisingly 
efficient,  as  you  can  see  below. 


The  LeSabre  Sport  Coupe's  power 
comes  from  a  turbocharged  version 
of  the  3.8  liter  V-6. 

All  in  all,  we  believe  the  LeSabre 
to  be  one  of  the  best  values  in 
America  today.  A  comfortable, 
handsome,  six-passenger  Buick, 
priced  less  than,  and  as  economical 
as,  many  foreign  imports. 

The  1980  LeSabre.  Proof  that 
when  it  comes  to  full-size  cars, 
nobody  does  it  like  Buick.  Nobody 
ever  has. 


EPA  EST        EST        EST  DRIVING      EST  HWY 
MPG         HWY           RANGE  RANGE 

18 

24 

450 

600 

member:  Compare  the  boxed  estimates  to  the  estimated  MPG  of  other  cars.  You  may  get  different  mileage  and  range 
■pending  on  your  speed,  trip  length  and  weather.  Estimated  mileage  and  range  will  be  less  in  heavy  city  traffic.  Your  actual 
ighway  mileage  and  range  will  probably  be  less  than  the  highway  estimates.  Estimated  driving  range  based  on 
PA-estimated  MPG  rating  and  highway  estimates.  These  range  estimates  are  obtained  by  multiplying  Electra 's  and  LeSabre's 
el  tank  capacities  of  25  gallons  by  the  EPA  and  highway  estimates.  Estimates  lower  in  California. 
4.1  liter  V-6  is  not  available  in  California. 

Buicks  are  equipped  with  GM-built  engines  supplied  by  various  divisions.  See  your  dealer  for  details. 


ONE  OF  THESE  COMPANIES  HAS  LARGER 
ASSETS  THAN  ANY  OF  THE  OTHERS. 

WHICH  OHE? 


McDonalds 


Johnson  &  Johnson 


PepsiCo 


Ralston  Purina 


Continental  Telephone 


All  are  Forbes  500  companies. 

But  only  one  has  2.6  billion  dollars  in  assets.  And  grew  to 
that  size  in  19  short  years. 

The  mystery  company?  Continental  Telephone  Corporation. 

And  if  that  comes  as  a  surprise  to  you,  you  should  leam 
more  about  us. 

Like  the  fact  that  we've  quietly  become  the  third  largest 
non-Bell  telephone  company  in  America.  Serving  more  than  2,000 
communities  in  the  United  States,  Canada  and  the  Caribbean  with 
over  3  million  telephones.  That  we've  increased  our  net  income 
200%  in  the  last  decade.  And  paid  increased  dividends  each  year 


since  our  first  declaration  in  1964. 

That  1978  revenues  and  sales  rose  17%  over  1977.  Net  in 
come  increased  21%.  And  earnings  per  common  share  climbed  17% 

But  that's  not  all. 

Figures  for  the  first  six  months  of  1979  are  looking  even 
better.  With  net  income  up  20%  to  $56.3  million.  Revenues  and 
sales  up  18%  to  $544  million.  Earnings  per  share  up  14%  to  $1.09 

If  you're  ready  for  more  facts  and  figures,  write  to  us  at 
56  Perimeter  Center  East,  Atlanta,  GA  30346. 

Continental  Telephone  Corporation. 

Don't  be  surprised  if  you're  hearing  a  lot  more  about  us. 


E  Continental  Telephone  Corporation 


ayday  line  of  workers  winds  out  the  door  of  a  check-cashing  office  and  down  a  street  in  lower  Manhattan 

ehind  the  bulletproof  windows,  an  industry  that  handles  billions  of  dollars  for  those  with  few  alternatives. 

HI 
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heck-cashing  services  boldly  go  where  bank- 
**s  seldom  tread.  Often  denigrated,  sometimes 
ited,  they  are,  nevertheless,  a  vital  part  of  the 
lancial  system  for  the  poor. 


The  poor  man's 
bank 


By  Richard  Greene 


V 

A  over  the  door  shouting  a  single 
IHL  message:  checks  cashed.  Inside 
II  door,  a  stark,  oppressive  austerity 
ingesting  a  penal  institution.  In  the 
:ddle  of  the  back  wall,  a  bulletproof 
i1  idow.  Nothing  else  to  note  in  a  typical 
liiecks  cashed"  storefront  except,  per- 
mits, a  beaten  wooden  table  for  filling 
:  forms. 

;>urghers  and  plutocrats  driving  by 
Since  through  low-income  neighbor- 
!«)ds  or  passing  through  an  industrial 
ition  may  occasionally  wonder,  "Who 
the  world  needs  them?"  at  a  time 
en  regular  banks  are  pushing  their  ser- 
ies on  TV.  A  great  many  people  appar- 
ly  still  do,  it  turns  out.  There  are 
ut  300  of  these  "poor  man's  banks" 
"Jew  York  and  another  538  in  Chica- 
where  they're  known  as  currency  ex- 
nges,  and  combined,  they  annually 


cash  an  estimated  $7.5  billion  in  checks 
and  perform  a  number  of  other  vital  fi- 
nancial services — for  a  fee. 

About  half  of  these  check-cashing  of- 
fices are  mom-and-pop  operations.  The 
rest  are  part  of  chains  as  small  as  two  or 
three  stores  and  ranging  up  to  huge,  pub- 
licly owned  Pay-O-Matic,  which  owns 
92  offices  in  New  York  and  New  Jersey. 
Most  operations  are  owned  by  men  who, 
in  an  earlier  time,  might  have  been  found 
running  a  pawn  shop  (see  box,  p.  72)  or  a 
candy  store.  Increasingly,  they  are  run  by 
blacks  and  Hispanics  who  worked  in, 
and  finally  bought,  a  check-cashing  of- 
fice of  their  own. 

In  New  York  the  maximum  (and  usual) 
fee  for  cashing  a  check  is  0.75%  of  the 
check,  plus  10  cents — $1.15  on  a  $140 
paycheck.  Though  there  is  not  yet  a  regu- 
lated maximum  in  Illinois  (one  is  being 
put  into  effect  now),  a  typical  office  gets 
about  1%.  That's  a  slim  margin,  but  it 
adds  up.  Adding  in  fees  from  other 


sources  like  the  distribution  of  food 
stamps,  the  average  store  in  New  York 
takes  in  fees  amounting  to  about  $60,000 
a  year.  There  are  expenses,  of  course,  but 
it  is  a  poorly  run  operation  that  won't 
yield  its  owner  about  $20,000  a  year. 

But  who  would  pay  a  fee  for  a  service 
that  can  be  obtained  free  at  any  bank? 

"We  do  not  deal  with  the  reader  of 
Forbes,"  replies  Michael  Levitt,  an  ar- 
ticulate attorney  who  has  an  interest  in 
ten  currency  exchanges  in  the  Chicago 
area.  "The  vast  majority  of  our  popula- 
tion are  blue-collar  workers  and  below. 
They  do  not  know  how  to  use  a  checking 
account;  they  live  from  paycheck  to  pay- 
check. They  get  a  check  every  week  or 
two  weeks  and  they've  got  to  pay  their 
rent  and  groceries  out  of  that.  They  can- 
not afford  to  deposit  their  check." 

Many  banks  don't  really  want  such 
folk  as  clients,  argues  Nathan  Shane, 
president  of  the  Check  Cashers  Associ- 
ation of  New  York,  and  owner  of  Money 
Center,  Inc.,  the  second-largest  oper- 
ation in  New  York.  "Banks  don't  make 
money  cashing  checks.  They  make  mon- 
ey lending  money.  In  deprived  areas, 
there  is  no  money." 

People  who  receive  public  assistance, 
are  among  the  check  cashers'  best  cus- 
tomers. In  Chicago,  under  a  program  to 
cut  down  on  welfare-check  administra- 
tion costs,  theft  and  fraud,  95%  of  all 
public  assistance  checks  are  mailed,  not 
to  the  payee  but  directly  to  a  check- 
cashing  service.  Some  80%  of  the  checks 
are  cashed  at  currency  exchanges. 

Explains  Levitt,  "When  the  banks 
looked  at  the  program  and  saw  the  paper- 
work involved,  all  but  one  dropped  out. 
We  insinuated  ourselves  into  it.  Within 
months,  the  one  bank  involved  dropped 
out.  But  it  was  super  for  us."  As  a  result 
of  the  program,  Levitt  brags,  the  state 
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Take 

-  the 
shortcut 

London. 


"Our  Concorde 
gets  you  tliere  in 
iialftlie  time— 


for  very  link 
more  than  you  pay 
for  First  Class." 


If  you've  climbed  to  the  very  top  in  the 
business  world,  you  probably  know  a  few 
shortcuts.  They  make  things  so  much  easier. 

British  Airways  Concorde  is  a  case  in 
point.  It  gets  you  to  London  the  same  day.  In 
just  33/4  hours.  Half  the  usual  time.  You  not 
only  arrive  ahead  of  the  competition,  you  arrive 
in  better  shape— feeling  fresher  and  more  alert, 
unnerving  them  still  further.  That's  the  beauty 
of  flying  Concorde.  Not  to  mention  the 
exquisite  joys  of  wining  and  dining  on 
champagne  and  caviar,  while  travelling  at  twice 
the  speed  of  sound.  Surely  it's  worth  the 
trifling  extra  you  pay  over  First  Class. 

Next  time  voure  off  to  London  on  very 


important  business,  call  your  Travel  Agent 

British 


or  Transportation  Depart- 
ment, or  simply  ring-up 
British  .Airways.  Say  you 
want  to  take  the  shortcut. 


airways 

We'll  take  more  care  of  you 
to  Britain.  Europe,  the  World. 


saves  some  S10  million  a  year. 

Yet  another  reason  for  the  existence 
check  cashers  is  a  purely  practical  01 
You  generally  can't  cash  a  check  withe 
money  in  the  bank  to  cover  it.  And  f 
poor  people  can  keep  much  money 
deposit.  Many  of  those  who  might  oth 
wise  leave  some  cash  on  deposit  refuse 
do  so  out  of  fear,  or  mistrust  of  authori 
Says  an  officer  of  one  New  York  bank, 
have  a  feeling  that  the  people  on  welf. 
are  reluctant  to  have  bank  accounts 
cause  they  think  they  will  be  checked 
in  some  way.  Someone  will  kn> 
they've  got  S50  stashed  away." 

Check  cashers  know  their  cliente 
call  them  by  name,  maybe  give  ou 
little  free  advice.  The  stores  stay  op, 
later  than  banks  and  often  on  weeken 
The  check  cashers  provide  this  kind 
personalized  service  in  order  to  gener. 


"We  do  not  deal  with  rea.de 
of  Forbes.  .  .  .  Our  people  * 
not  know  how  to  use  a  chec 
ing  account,  they  live  fro 
paycheck,  to  paycheck." 


the  volume  necessary  for  their  existen 
The  average  check  casher  in  New  Y< 
processes  something  like  4,000  check 
month,  with  an  average  of  S 13?  to  SI 
per  check.  In  addition  to  that,  he  mi 
sell  1,000  money  orders  and  process  hi 
dreds  of  food  stamp  transactions,  a 
paid  distribution  agent  for  the  state.  1 
mix  varies  greatly,  of  course  from  lo 
tion  to  location.  Some  provide  termin 
for  paying  utility  bills,  income  tax  < 
vices  and  notary  publics.  In  Chic; 
most  currency  exchanges  distribute 
cense  plates.  In  New  York  many  sell  ci 
rettes  and  lottery  tickets. 

A  check  casher  s  biggest  expense 
payroll — but  of  course,  with  mom-a: 
pop  stores  that's  only  moving  mor 
from  one  pocket  to  another.  The  secoi 
largest  expense  comes  from  bank  f 
and  interest  on  money  used  igenera 
two  points  over  prime'.  Bank  fees  i 
interest  can  run  as  high  as  15%  of  gr< 
earnings.  In  New  York,  most  ch« 
cashers  do  business  through  Manufacr 
ers  Hanover — virtually  the  only  ba 
which  will  take  their  business.  In  Chi 
go,  they  use  the  Lincoln  National  Bai 
About  30  years  ago  control  of  the  Lino 
was  acquired  by  check  cashers,  and 
been  their  bank  ever  since.  Three  of 
bank's  directors  today  have  interests 
currency  exchanges. 

A  certain  amount  of  operating  capi 
is  provided  by  the  sale  of  money  orde 
The  currency  exchanges  use  that  cash 
cash  checks.  They  play  the  same  gaj 
with  American  Express  money  onj 
that  Amex  plays  with  its  travel 
checks — using  the  float  on  somebc 
else's  money  to  make  money.  In  Chi 
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While  this  man  is  out  of  work, 
are  your  losses  out  of  control? 


CURE:  Commercial  Union  Rehabilita- 
tion Effort.  It  speeds  a  workers  return  to  pro- 
ductive work  and  reduces  loss  control  costs. 

Before  he  was  injured,  this  man  didn't  watch 
television  all  day.  Now  he's  out  of  work,  bored  and 
apprehensive  about  being  able  to  do  his  old  job 
again. 

The  longer  he  is  out  of  work,  the  worse  it  is 
for  him  and  the  more  costly  it  is  for  his  employer. 
Commercial  Union's  CURE  Program  can  help 
them  both. 

We  offer  our  insureds  a  staff  of  professional 
rehabilitation  nurses.  They  work  with  the  injured 
worker,  the  family,  physician,  rehabilitation  per- 
sonnel and  employer  to  coordinate  all  physical, 
vocational  and  psychological  therapy. 

CURE  can  lower  loss  control  costs.  CURE 
nurses  spot  potential  rehabilitation  candidates, 
particularly  those  who  don't  return  to  work  on  the 
doctor's  schedule.  They  identify  other  needs.  .  . 
psychological  and  emotional  adjustments .  .  .  and 
provide  counseling.  They  monitor  charges, 
expenses  and  the  progress  of  prescribed  treat- 
ment. The  result?  The  injured  worker  returns  to 
the  job  sooner.  Disability  payments,  workers' 
compensation,  and  medical  expenses  are 
reduced.  Savings  can  be  realized  in  many 
injury  cases. 

CURE  helps  speed  the  return  of  an  injured 
worker  to  productive  activity. 

CURE  finds  the  best  treatment  required  by 
the  injured  worker  at  the  lowest  cost. 

And  CURE  coordinates  all  the  details 
involved  in  the  rehabilitation  process,  from 
special  equipment  to  arranging  for  at-home 
attendant  care. 

There  is  a  better  way  to  help  people  who 
want  to  work  return  to  work.  Contact  the  nearest 
Independent  Insurance  Agent  who  represents 
Commercial  Union  Assurance  Companies. 

CURE  can  reduce  your  loss  control  costs. 


Commercial  Union 
Assurance  Companies 

One  Beacon  St. 
Boston,  MA  02108 


go,  the  deal  is  even  better.  Check  cashers 
are  allowed  to  issue  their  own  money 
orders — which,  of  course,  are  bonded — 
and  so  use  the  money  till  their  money 
orders  are  redeemed.  In  addition,  the 
check  cashers  get  a  fee  of  70  cents  or  so 
for  each  money  order  purchased. 

Almost  three  years  ago,  one  money- 
order  firm — USN  Corp. — went  bankrupt, 
which  seriously  disrupted  the  check- 
cashing  industry.  The  firm  had  sold  over 
100,000  money  orders  with  a  face  value 
of  about  $5  million  that  turned  out  to  be 
worthless — after  the  firm  defaulted. 
Eventually  the  money  was  reimbursed, 
but  for  a  while  the  check  cashers  were 
caught  in  a  squeeze  between  irate  cus- 
tomers who  blamed  them  for  the  prob- 
lem, and  a  bankrupt  supplier. 

But  the  USN  incident  was  small  pota- 
toes compared  to  the  problems  now  be- 
setting the  business.  Last  April,  16  cur- 
rency exchange  owners  and  their  trade 
association  were  indicted  on  ten  counts 
of  mail  fraud,  one  of  conspiracy  and  one 
of  racketeering.  Michael  Levitt  was 
among  those  indicted.  "We  were  charged 


with  bribery,  and  the  form  the  bribery 
took  was  writing  checks  for  political 
contributions,  campaign  funds,  political 
dinners.  .  .  .  They  considered  this  brib- 
ery!" Levitt  says,  in  a  tone  of  wonder. 

The  fact  is,  check  cashing  is  open  to  all 
kinds  of  accusations.  The  patrons  are 
often  uneducated  people,  easily  misled  or 
cheated.  Large  quantities  of  cash  change 
hands,  and  it  is  difficult  to  provide  ade- 
quate regulation. 

Thus  the  indictments  are  only  part  of 
the  charges  posed  against  the  industry.  It 
has  been  maintained  for  years  that  the 
Chicago  check-cashing  lobby  has  pre- 
vented branch  banking  from  coming  to 
Illinois.  Currency  exchange  operators 
maintain  that  they've  never  lobbied 
against  branch  banking,  because  the 
banks  wouldn't  move  into  their  neigh- 
borhoods anyhow,  and  would  appeal  to  a 
different  clientele  if  they  did. 

They  have  also  been  accused  by  the 
Better  Government  Association,  a  Chi- 
cago citizen's  watchdog  group,  of  charg- 
ing higher  rates  in  poorer  neighborhoods. 
According  to  a  BGA  White  Paper,  "For 


No  future,  no  mourners 


Thanks  to  popular 
fiction  and  old  mov- 
ies, our  heads  are 
full  of  "pawnshop" 
images — the  painter 
hocking  his  dead 
mother's  brooch  to 
buy  some  oils,  he 
boy  pawning  his 
watch  to  buy  a 
Christmas  gift  for 
his  dear  young  wife, 
the  jazz  musician 
tearfully  hocking  his 
trumpet  to  buy  a 


A  New  York  pawnshop  in  the  1930s 


bottle  of  booze. 
Along  8th  Avenue  in  New  York,  63rd 
Street  in  Chicago  and  Main  Street  in 
Los  Angeles,  there  were  for  years  two 
or  three  "Uncles"  to  a  block,  each 
with  the  standard  three  hanging  balls 
over  the  door.  They  loaned  money — 
quickly — on  everything  from  radios  to 
Renoirs. 

If  the  check  cashers  are  the  poor 
man's  Citibank,  pawnbrokers  were 
the  terminal  loser's  lender  of  last  re- 
sort. Now  these  venerable  institutions 
have  themselves  fallen  on  hard  times. 
Today  the  Manhattan  Yellow  Pages 
lists  about  two  dozen  pawnbrokers; 
thirty  years  ago  there  were  over  120  in 
the  city  The  Greater  Chicago  Associ- 
ation of  Pawnbrokers  cannot  even 
hold  a  meeting — their  membership 
has  shrunk  from  60  twenty  years  ago 
to  6.  What  did  them  in?  Soaring  costs 
of  rents,  insurance  and  interest  rates 
hurt.  But  mostly  it  was  better  income 
for  the  masses  and  competition  from 
other   forms   of   credit.    Few  have 


mourned  their  de- 
mise, not  even  some 
of  those  who  are  in 
the  business. 

Despite  mythic 
images  of  greedy  Fa- 
gins  profiting  ob- 
scenely in  one-sided 
negotiations,  pawn- 
brokers operate  on 
slim  margins,  rely- 
ing on  cutting  costs 
and  volume  (25,000 
transactions  a  year 
is  not  uncommon).  But  the  high  vol- 
ume in  the  few  shops  that  remain  is 
no  longer  enough.  It's  a  classic 
squeeze.  They  pay  some  15%  for  the 
money  loaned,  but  if  they  charge 
enough  to  clear  a  profit  they  aren't 
competitive  with  other,  more  accessi- 
ble means  of  credit. 

In  some  states,  the  maximum  allow- 
able interest  rates  haven't  been 
changed  in  over  50  years.  The  formulas 
are  complex  but  in  New  York,  for  ex- 
ample, they  boil  down  to  a  limit  of  30% 
annually  on  the  first  $  1 00  of  a  loan,  and 
18%  on  anything  over  that.  "They  still 
think  of  us  as  characters  out  of  Dick- 
ens," complains  one  New  York  broker. 
Though  30%  sounds  like  a  lot  of  mon- 
ey, it's  hard  to  make  a  buck  on  small 
loans.  Explains  a  graying  broker  at  Roy- 
al Loan  Co.  in  New  York,  "On  a  $20 
loan  we'll  make  maybe  60  cents  (a 
month)  and  we  have  to  pay  rent,  store 
the  ring,  insure  it  and  file  a  police 
report.  It  takes  a  lot  of  60-cent  transac- 
tions to  make  a  profit." — David  Bank 


every  service,  currency  exchanges 
poorer    and     minority  communit 
charged  higher  fees  than  exchanges 
white  .  .  .  prosperous  communities." 

Currency-exchange  operators  coun 
that  the  difference  in  fees  is  not  all  tl 
great  between  neighborhoods.  For  exa 
pie,  on  a  $60  check  the  difference  in 
between  middle-class  and  poor  neighb 
hoods  would  be,  at  most,  20  cents.  Tl 
must  charge  more  in  bad  neighborhoo 
they  claim,  to  make  up  for  the  higl 
incidence  of  bad  checks  and  the  grea 
"risk  of  doing  business" — that  is,  of 
ing  robbed  at  gunpoint.  (Check  cash 
like  banks,  are  subjects  to  "waves' 
robberies,  but  they  are  not  notably  m 
vulnerable,  over  the  long  run  than 
other  business.)  A  study  by  the  111  in 
Legislative   Investigation  Commiss 
concluded  that  "neither  .  .  .  case 
conclusive." 

Bad  checks,  in  any  event,  are  clear 
significant  cost  of  doing  business.  Wi 
1%  fee,  obviously,  a  Chicago  operat 
must  cash  100  good  checks  to  make 
the  out-of-pocket  loss  on  one  bad  o 
"Any  check  can  be  bad.  You  mentio 
type  of  check,  and  I'll  tell  you  how  it 
bounce,"  says  Jerome  Gagerman,  w 
has  seven  check  cashers  in  Chica 
Most  check  cashers  won't  accept  che 
from  people  who  live  outside  the  imi 
diate  neighborhoods. 

The  food  stamp  program  relies 
check  cashers  as  an  integral  part  of 
distribution  scheme.  For  a  flat  fee 
transaction,  paid  by  the  government 
cents  in  New  York,  68  cents  in  Chica 
the  operator  deals  out  the  stamps 
those  eligible  to  receive  them.  It 
been  a  nice  piece  of  business — no  w 
ries  about  bum  checks.  For  New  Y 
check  cashers,  however,  it  is  now  o 
half  as  nice.  On  Jan.  1,  1979,  food  sta 
recipients  in  the  state  began  receiv 
their  stamps  once  a  month  instead 
twice,  flatly  halving  income  from 
source  at  a  stroke.  The  move  killed  ab 
half  a  dozen  outlets  in  the  city 
brought  a  good  many  others  close  to  i 

Perhaps  nothing  better  shows  h 
genuine  the  need  for  their  services 
than  the  fact  that  recently  the  Si 
Banking  Dept.,  which  regulates 
check  cashers,  allowed  a  10-cent 
charge  on  all  checks.  For  a  giant  like  I 
O-Matic,  which  earned  only  $151,272 
$9.5  million  in  revenues  last  year 
amounts  to  a  huge  lift — something 
$500,000  in  additional  earnings.  Fc 
great  number  of  check  cashers,  the  sn 
operators,  it  means  an  extra  $40i 
month  or  so. 

It  may  be  deplorable  that  those  1» 
able  to  afford  it  pay  for  elementary  ba 
ing  services  that  others  get  for  less,  o< 
free.  But  for  many  there  are  no  alte: 
tives — and  for  others  there  is  no  wa' 
persuade  them  to  use  the  alternat: 
they  have.  ■ 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


t  I9'9R  J  REYNOLDS  TOBACCO  CO 


FILTER  100's:  10  mg."tar",  0.8  mg.  nicotine,  FILTER,  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  MAY  78 


The  Vantage  Point 

Where  great  taste  and 
Ii  low  tar  meet. 
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1 Great  taste  once  belonged 
only  to  high  tar  cigarettes.  Not 
any  more.  The  secret?  The 
specially  designed  Vantage  filter 
works  together  with  our  rich 
Flavor  Impact""  tobacco  blend 
to  deliver  satisfying  flavor  in 
every  puff.  That's  Vantage.  Low 
tar  with  a  uniquely  satisfying 
taste.  And  that's  the  point. 

jlar,  Menthol  and  Vantage  100's 


new  ways  t< 


Lockheed  knows  how. 


"Biggest  advance  since  the  autopilot." 

That's  one  widely  held  opinion  of  an  exclusive  fuel- 
saving  system  now  being  installed  in  many  L-1011  TriStars. 

Called  the  Lockheed  Flight  Management  System,  it 
senses  altitude,  speed,  and  other  flight  factors.  Then  it 
can  act  automatically  to  control  the  engine  throttles  for 
best  fuel-use  efficiency  at  all  times  during  flight  — takeoff 
to  landing. 


F light  management  control  panel 

Though  a  new  feature,  the  system  isn't  just  for  new 
planes;  it  can  easily  be  added  to  existing  L-1011s.  And  the 
savings,  over  the  life  of  each  plane,  could  total  millions 

of  dollars. 


Making  aircraft  lighter. 


Since  the  1930s,  most  aircraft  have  been  structured  of 
strong,  lightweight  aluminum.  Future  generations  of 
aircraft  may  also  be  made  mostly  of  aluminum,  but  of  a 
very  different  nature. 

A  new  technology  being  explored  by  Lockheed  uses 
powdered  aluminum,  alloyed  with  such  elements  as  iron, 


lithium  or  cobalt,  to  create  lighter,  stronger  and  stiff] 
metals  than  can  be  achieved  with  conventional  alumi| 
technology. 

Results  indicate  this  'new  aluminum'  could  reducel 
present-day  jetliner 
weight  by  10%.  That  g>" 
in  turn  means  savings  fr 
of  millions  of  gallons 
of  fuel  over  each 
aircraft's  life,  a  big 
benefit  in  energy- 
short  years. 

For  this  new- 
material  process,  Aluminum  lithium  alloy  magnified  1,000\ 

Lockheed  scientists  even  had  to  employ  astonishing 
techniques  for  turning  the  powdered  aluminum  and 
alloys  into  superior  metal.  After  heating  and  melting 
example,  the  mixture  is  rapidly  cooled  a  million  tim 
faster  than  the  cooling  rate  used  with  standard 
aluminum  ingots. 

Down  the  road:  liquid  hydrogen. 


Lockheed  scientists  are  deep  into  a  NASA-sponso 
study  of  a  future  aircraft,  powered  by  a  clean-burnir  ;-  _ 
liquid  hydrogen,  that  could  cruise  at  a  flashing  hyper 
speed  of  about  4,000  mph,  or  six  times  the  speed  of  sc 

Because  liquid  hydrogen  can  be  made  from  coal 
even  water,  its  future  use  in  aircraft  could  eliminate 
need  for  scarce,  expensive  petroleum. 

The  aircraft  would  cruise  at  altitudes  as  high  as  12! 
feet  and  have  ocean-spanning  range.  Its  200  passen 
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ave  fuel  in  flight. 
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K|for  liquid  hydrogen  fueled  aircraft. 

hH  be  whisked  from  New  York  to  London  in  under  two 
K,  and  could  make  the  Los  Angeles/Tokyo  flight  in 
fjUfe  two  hours,  18  minutes  — takeoff  to  landing. 

i-tuning  the  flight  plan. 

Jiien  a  pilot  calls  Lockheed's  JetPlan,  he's  in  touch  with 
dinputerized  encyclopedia  of  information  affecting 
.  j|:oposed  flight.  And  the  benefit  he  gets  is  eye-opening 
ibmy  —  savings  of  both  time  and  fuel, 
jtap  a  constantly  updated  reservoir  of  data,  a  pilot 
|s  preflight  contact  via  telephone  and  a  small  printer 
iljnal.  In  minutes,  he  gets  back  his  most  efficient 
,nJ  plan.  Given  origin,  destination,  and  type  of  aircraft, 
'\r\  reckons  its  answer  from  such  factors  as  route 
sis,  current  weather,  recommended  fuel  load, 
?  altitude,  speed  and  shortest  route, 
tw  well  does  it  work?  Over  a  recent  12-month  test 
d,  U.S.  military  and  corporate  aviation  saved  more 
30  million  gallons  of  fuel,  or  better  than  $1.5  million. 
,  lat's  just  the  beginning.  The  number  of  JetPlan  users 
he  savings  are  both  growing  steadily. 


Stretching  wings. 

Longer  wings  mean  reduced  drag  and  consequently  a 
substantial  cut  in  fuel  use.  But  among  big  wide-bodied 
jetl  iners,  only  the  Lockheed  L-1011  TriStar  can  add  nine 
feet  of  wingspan  without  costly  structural  redesign. 

That's  because  of  the  L-1011 's  advanced  technology, 
in  this  instance  an  exclusive  system  of  Active  Control 
ailerons.  Controlled  by  computers,  these  ailerons  will  act 
automatically  to  reduce  the  structural  loads  on  the 
lengthened  L-1011  wings. 


Longer  wings  for  less  drag 


The  longer  wings  and  Active  Control  ailerons  will  mean 
a  healthy  savings  of  fuel  when  they  enter  airline  service  in 
1980.  And  they'll  also  give  the  L-1011  a  smoother  ride 
through  gusts  and  turbulence. 

When  it  comes  to  devising  farseeing  programs  to  meet 
the  growing  fuel  crisis,  Lockheed  knows  how. 

Lockheed 


Some  people  set  their  sights  higher  than  others. 


SeajramsV.O. 

The  symbol  of  imported  luxury.  Bottled  in  Canada 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N.Y.C. 


o  you  thought  equity  mutual  funds  were  a 
ring  of  the  past?  fust  listen  to  what  these 
nsion  consultants  have  found. 


Friends  in  need 


By  Richard  Phalon 


or  years  now,  the  mutual  funds 
have  continued  to  preach  the  long- 
term  superiority  of  their  brand  of 
mey  management.  Unhappily,  the 
spel  has  been  falling  largely  on  deaf 
s.  Burned  in  the  great  market  selloffs 
1968-70  and  1973-74,  individual  inves- 
s  have  been  cashing  in  equity  fund 
ires  for  the  better  part  of  a  decade, 
ey  still  are.  Through  August,  sales 
ounted  to  $1.9  billion,  redemptions  to 
9  billion.  In  the  past  couple  of 
mths,  however,  sme  institutional  in- 
tors,  disenchanted  with  the  mediocre 
formance  they  have  been  getting 


from  bank  trust  funds  and  insurance 
companies,  have  begun  to  take  another 
look  at  the  funds.  Somewhat  to  their 
surprise  they  have  found  that  the  funds 
have  nothing  to  be  ashamed  of. 

So  a  number  of  pension  fund  consul- 
tants are  steering  their  big  clients  into 
the  funds.  Typical  are  William  Lowry,  a 
number  cruncher  from  Shreveport,  La., 
and  Michael  D.  Hirsch,  a  vice  president 
of  Amivest  Corp.,  a  Big  Board  firm  that 
manages  four  union  pension  funds. 
Lowry,  a  tall,  45-year-old  former  eco- 
nomics professor,  says  the  "empirical 
evidence  shows  that  a  holding  of  the  20 
best  mutual  funds  over  the  long  term  will 
give  you  better  return  than  any  other 


vest's  Hirsch 

re's  nothing  lUce  institutionalizing  a  mutual  feeling. 


kind  of  management."  Hirsch  makes  the 
same  point.  "In  terms  of  performance," 
he  says,  "mutual  funds  have  it  all  over 
the  banks  and  insurance  companies." 

Both  Lowry  and  Hirsch  are  nudging 
their  clients  out  of  the  conventional 
pick-a-portfolio-of -individual-stocks  ap- 
proach into  the  more  packaged-fund  ap- 
proach. Bill  Lowry,  for  example,  num- 
bers among  his  50  clients  such  utilities 
as  Central  &.  Southwest  Corp.,  Baltimore 
Gas  &  Electric,  Duke  Power  and  Hous- 
ton Industries. 

Central  &.  Southwest,  which  used  to 
have  more  than  130  individual  stock 
holdings  in  its  pension  fund,  now  has 
about  $60  million  tucked  away  in  just  six 
equity  mutual  funds.  They  are:  the 
Chemical  Fund,  T.  Rowe  Price  Growth 
Stock,  Rowe  Price  New  Horizons  and  the 
Value  Line  Special  Situations  Fund  for 
outright  growth;  Investment  Co.  of 
America  and  the  Pioneer  Fund  for  a 
blend  of  growth  and  income. 

"We  weren't  really  happy  with  the  ba- 
sic performance  we  were  getting  before," 
says  Bill  Malec,  treasurer  of  Central  &. 
Southwest.  On  the  other  hand,  adds  Ma- 
lec, "all  of  the  funds  we've  invested  in 
have  done  quite  well." 

It's  not  just  the  pension  funds  that  are 
changing  their  portfolio  act.  The  $71 
million  William  T.  Grant  Foundation,  for 
example,  recently  exercised  the  mutual 
fund  option.  And  the  Claremont  Men's 
College  investment  committee  has  shift- 
ed more  than  half  of  its  $20  million-plus 
endowment  fund  from  an  investment 
management  firm  into  a  clutch  of  six 
funds.  Significantly,  one  member  of  the 
committee  is  Robert  Day,  who  heads 
Trust  Company  of  the  West,  which  man- 
ages about  $1.5  billion  of  institutional 
money  in  the  traditional  style.  Day,  nat- 
urally enough,  argues  that  his  own  trust 
company's  performance  is  the  best  that 
money  can  buy.  Yet  here  he  is,  fulfilling 
his  own  fiduciary  responsibilities  to 
Claremont,  by  getting  it  part  way  out  of 
the  pick-a-stock  school  and  into  the  mu- 
tual funds.  How  come? 

"For  the  amount  of  money  we  had  in 
hand,"  says  Day,  "we  figured  we  could 
get  more  flexibility  and  better  talent  by 
putting  it  in  the  funds  instead  of  in  the 
hands  of  an  individual  manager." 

For  pioneers  like  Lowry,  who  has  been 
pushing  the  fund  concept  for  the  last  six 
years,  testimony  of  that  sort  coming 
from  a  highly  successful  conventional 
manager  is  sweet  vindication.  "It's  a 
tough  education  process  to  get  people  to 
change  their  way  of  thinking,"  says 
Lowry,  "particularly  when  all  they  know 
about  the  equity  funds  is  that  they're 
awash  in  redemptions." 

Lowry's  education  process  usually 
starts  with  a  series  of  his  own  compara- 
tive studies,  supplemented  with  evi- 
dence by  such  outsiders  as  A.S.  Hansen. 
"Some  of  the  funds  have  track  records 
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Money  Moves 


The  knowledgeable  money  manager, 
like  the  winning  chess  player, 
marshals  money  astutely  by  planning 
a  number  of  moves  ahead.  The  best 
maneuvers  are  those  that  give 
maximum  availability  of  your  funds  at 
all  times.  Girard's  cash  management 
specialists  can  bring  your  entire  cash 
flow  system  into  optimum  deployment. 
Just  as  important,  we're  ready  to 
reinforce  your  resources  with  credit  at 
competitive  rates.  Our  customers 
include  major  corporations  in  Los 
Angeles,  Chicago,  Boston,  Wilmington 
and  Toronto.  Wherever  you  are, 
we  can  make  you  a  grand  master  of 
money  management,  too.  Call  our 
Marshall  Soura,  Vice  President,  Cash 
Management,  in  Philadelphia. 
(215)  585-2935. 


GIRARD 
BANK 


PHILADELPHIA  •  LONDON  •  MEXICO  CITY  •  SINGAPORE  •  ZURICH  •  HONG  KONG  •  GIRARD  INTERNATIONAL  BANK,  NEW  YORK 


How  the  funds  stack  up  with  the  competition 


Year  to  date 
(to 


-Total  return- 
ii  to  date      Five  years        Ten  years 
8/31/79)     (from  8/31/74)  (from  8/31/69) 


Total  assets 
(billions) 


370  Mutual  funds 

20.0% 

1 16.3% 

83.5% 

$44.5 

Standard  &  Poor's  500 

17.8 

90.9 

70.4 

NM 

461  Bank  pooled  funds 

13.0 

76.9 

77.8 

20.6 

53  Insurance  cos.* 

17.2 

91.2 

54.2 

12.2 

•Includes  separate  and  variable  accounts.       NM  =  Not  Meaningful. 

Source:  Computer  Directions  Advisors,  Inc .,-  dividends  and  capital  gains  reinvested 


ing  back  30  years  or  more,"  says 
wry,  "so  you  can  really  get  a  handle  on 
dr  performance.  If  you  test  all  the  evi- 
nce available  in  the  SEC  files,  the  Fed- 
il  Reserve  files  and  the  Comptroller  of 
i  Currency  files,  you  will  find  the  mu- 
ll funds  not  only  do  better  than  banks 
d  trust  companies,  but  also  better  than 
p  average  of  all  money  managers." 
That's  taking  things  in  the  round,  of 
iirse.  Some  banks  and  insurance  com- 
pies  do  better  than  the  ordinary  run  of 
tual  funds,  too.  It's  all  in  the  picking, 
ecent  study  by  Computer  Directions 
visors  of  Silver  Spring,  Md.  shows, 
ivever,  370  mutual  funds  as  a  group 
/e  consistently  done  better  than  both 
Standard  &  Poor's  500  stock  average 
the  managerial  competition.  The  ta- 
above,  of  course,  reinforces  the  cliche" 
t  no  one  buys  the  averages.  How  do 
fund  devotees  make  their  picks? 
owry  breaks  down  the  funds  into  a 
number  of  standard  subspecies — 
4  e.g.,  growth,  aggressive  growth — 
comes  up  with  a  spectrum  of  what 
alls  management  "styles."  He  picks 
best  performers  within  each  of  those 
es  and  then  blends  them  into  a  port- 
consisting  of  one  or  two  of  the  best 
s  in  each  category.  He  figures  that 
ne  fund  manager  is  likely  to  have  a 
hand  all  the  time,  but  "superdiversi- 
tion"  of  both  styles  and  stocks  is 
dy  to  give  consistently  good  perfor- 
:ice  over  a  long  period, 
owry  is  something  of  a  contrarian, 
likes  to  cut  against  the  grain.  The 
;mical   Fund  and  T.   Rowe  Price 
>wth  are  in  the  Central  &  Southwest 
Liolio  to  give  the  pension  fund  a  call 
||  technology  stocks  and  the  major 
•jlvth  sectors  of  the  economy  generally, 
t  both  investment  companies  were 
l^ewhat  out  of  sync  with  the  market 
n  they  were  bought.  In  other  words, 
ry  bought  both  funds  when  they 
cold  rather  than  when  they  were 
figuring  they  were  probably  due  to 
lot  again. 
Iling  Woodruff,  who  put  the  William 
irant  Foundation  into  mutual  funds 
re  retiring  as  treasurer  of  the  organi- 
:>n  last  May,  shot  for  much  the  same 
d  of  styie  and  performance.  The 
idation    portfolio    also  includes 
mical  Fund  and  the  Rowe  Price  New 


Era  and  New  Horizons  funds  for  a  base  in 
natural  resources  and  emerging  growth, 
respectively. 

"You  can't  be  mechanical  about  mea- 
suring performance,"  says  Woodruff, 
now  a  vice  president  of  Lipper  Analytical 
Services.  "We  deliberately  bought  several 
funds  whose  past  records  were  awful." 
Woodruff  continues,  "You  have  to  under- 
stand the  reasons  for  the  performance." 
There's  nothing  wrong  with  the  philos- 
ophy of  growth-type  investing,  for  exam- 
ple, but  the  philosophy  goes  awry  if 
growth  stocks  become  grossly  over- 
priced. Chemical  Fund,  for  instance, 
which  has  picked  up  about  $45  million  in 
pension  money  in  the  last  15  months  or 
so,  was  not  a  good  buy  at  the  bull  market 
highs  of  1972,  but  it  has  proved  to  be  a 
very  good  buy  since  1976. 

Performance  aside,  the  funds  offer 
flexibility  and  generally  lower  adminis- 
trative costs  than  can  be  found  with 
bank  or  insurance  company  manage- 
ment, says  Amivest's  Michael  Hirsch. 
As  one  example  of  flexibility,  Hirsch 
cites  the  speed  with  which  he  was  able 
to  shift  20%  of  his  basic  portfolio  out  of 
income  and  growth  funds  into  money 
market  funds  early  last  year.  Hirsch  says 
the  switch  required  only  four  phone  calls, 
less  than  a  half  hour  of  his  time  and  only 
$20  in  out-of-pocket  expenses — the  stan- 
dard $5  charge  on  four  changes  within  a 
family  of  funds.  "Making  a  change  like 
that  with  a  conventional  portfolio,"  says 
Hirsch,  "would  have  meant  dozens  of 
transactions  and  could  have  taken  days 
or  weeks." 

Because  they  buy  in  bulk  at  rock-bot- 
tom sales  charges  anyway,  the  new  mon- 
ey management  breed  tends  to  put  no 
particular  emphasis  on  no-load  versus 
load  funds.  An  individual  could  pattern 
his  own  basic  strategy  after  theirs  by 
hunting  for  the  most  consistent  perform- 
ers among  the  no-loads  in  Forbes'  Annu- 
al Mutual  Fund  Survey  (Aug.  20)  and 
come  up  with  a  blend  of  styles  among 
them.  Three  no-load  T.  Rowe  Price 
Funds  (Growth,  New  Era,  New  Horizons) 
were  given  substantial  weight  in  the 
Lowry  and  William  T.  Grant  portfolios 
and  they've  all  had  good  run-ups  lately. 
Perhaps  too  good  for  contrarian  do-it- 
yourselfers  who  in  fact  might  prefer  to 
buy  recent  laggards  at  this  time.  ■ 
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412 
Site  Ready 
Acres. 

Tampa, 

Florida. 

Industrial/Commercial  Park 
with  412  net  acres. 
Contoured  and  graded, with 
12-acre  retention  lake. 
County  roads  with  access  to 
major  highways.  All  utilities 
with  rail  available.  Sale,  lease, 
or  we'll  build  to  suit. 

SABAL 
PARK 

TAMPA,  FLORIDA 
OFFICE/INDUSTRIAL  CENTER 

For  complete  information  contact 

frank  W.  leach  &  associates,  inc. 

P0  Box  22871,  Tampa,  Fla.  33622 
Tel:  (813)879-8547 


(World  Enrichment.) 


Scudder  International  Fund  offers 
investment  opportunities  and 
diversification  in  growing  economies 
around  the  world. 

Ask  to  see  our  prospectus  and  results. 
Write  or  call  toll-free  800-343-2890. 
In  Mass.,  call  collect  (617)  482-3990. 

Scudder  International  Fund 
Scudder  Fund  Distributors, 
Dept.  #  7930255N01 
175  Federal  Street,  Boston,  MA  02110 

Scudder 
International  Fund 
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HOW  CAN  WE 
TO  LEARN  Wh 
TAUGHT  HIM  H 


It's  irordc. 

We  teach  children  how  to  read,  write  and  do  arithmetic,  but  don't  teacl 
hem  the  skill  they  need  most  to  learn  them. 
How  to  listen. 

(The  bulk  of  a  child's  listening  education  consists  of  admonitions  like 
Pay  attention!']  "Open  up  your  ears!",  "Listen!") 
And  listening  (hes  need  to  be  taugfit. 

It's  a  difficult,  intricate  skill.  And  like  other  skills,  it  requires  training. 
Knd  practice. 


ft 

ill 


Kg 


EXPECT  HIM 

TN  WE  HAVEN'T 
1W  TO  LISTEN. 

In  the  few  schools  where  listening  programs  have  been  adopted, 
stening  comprehension  among  students  has  as  much  as  doubled  in 
ist  a  few  months. 

We  at  Sperry  are  concerned  about  the  listening  problem.  As  parents. 
\nd  as  businessmen. 

Denied  a  proper  listening  education  as  children,  adults  listen— according 
b  research— at  a  pathetically  low  25%  level  of  efficiency. 

And  as  a  worldwide  corporation  with  more  than  87, 000  employees, 
liiats  simply  not  efficient  enough  for  us. 

Which  is  why  weve  taken  listening  education  into  our  own  hands. 

Listening  has  been  a  part  of  many  Sperry  training  and  development 
wograms  for  years. 

And  weve  recently  set  up  expanded  listening  programs  for  Sperry 
mployees  worldwide.  From  sales  representatives  to  computer  engineers  to 
|e  Chairman  of  the  Board. 

These  programs  are  making  us  a  lot  better  at  listening  to  each  other, 
iind  when  you  do  business  with  Sperry  Univac,  or  any  of  our  other 
Iwisioris,  you're  going  to  discover  that  they're  making  us  a  lot  better  at 
wtening  to  you. 

I  "If"  tW^T 

We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland  farm  equipment, 
Sperry  Vickers  fluid  power  systems,  and  guidance  and  control  equipment 
from  Sperry  division  and  Sperry  Flight  Systems. 


Test  your  listenins  skills. 

ite  to  Sperry,  Dept.  4B,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019  for  a  listening  quiz  that's  both  fun  and  a  little  surprising. 


Below  is  the  last  article  in  a  series  of  position  papers  written  by  inveSi 
ment  strategist  T.  Rowe  Price.  "I  like  to  quit  while  fm  ahead, "  he  says. 


Investing  for 

growth  of  income 
and  market  value 


By  T.  Rowe  Price 


DURING  THE  PAST  TWO  YEARS  FORBES 
has  published  a  series  of  articles 
by  me  listing  three  groups  of  20 
stocks  each,  which  I  owned  and  would 
recommend  to  investors  having  similar 
objectives  of  income  growth  and  market 
value.  As  I  will  explain  below,  inves- 
tors should  keep  half  their  invested 
capital  in  short-  and  medium-term 
fixed-income  obligations  as  a  reserve 
against  the  serious  crisis  that  is  devel- 
oping as  a  result  of  accelerating  infla- 
tion. The  remaining  50%  can  be  in- 
vested in  the  60  stocks  that  I  divide 
into  three  groups.  (By  "invested  cap- 
ital" I  mean  stocks  at  their  cost  price 
rather  than  at  their  market  price.  If 
the  stocks  rise  substantially  as  these 
have,  it  is  clear  that  they  will  make  up 
much  more  than  50%  of  a  portfolio.) 
These  are  the  groups: 

A)  growth  stocks  of  the  future 
that  had  not  been  glamourized  by 
institutions; 

B)  institutional  growth  stocks  that 
had  been  glamourized  in  the  past  but 
had  declined  to  levels  justifying  pur- 
chase for  growth  of  income  and  mar- 
ket value  in  the  future,- 

C)  natural  resources  stocks — not 
necessarily  growth  stocks,  but  held 
for  increase  in  income  and  market 
value  during  a  period  of  inflation.  This 
list  featured  companies  owning  gold, 
silver  and  uranium. 

The  box  score  tells  the  storyfseep.  84). 
The  performance  of  the  three  groups  in- 
dividually and  collectively,  in  income 
and  in  market  price,  compares  favorably 
with  the  stock  averages.  Over  the  three 
years  the  Dow  Jones  industrials  were  up 
3%  and  my  portfolio  increased  57.7%. 
Luck  has  played  an  important  part,  but 
sound  investment  philosophy,  program 
and  strategy  deserve  some  credit. 

Not  every  recommended  stock  has 
gained  in  market  value.  In  Group  A  (see 
0.  84)  two  stocks  failed  to  increase  in 
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market  value:  Houston  Oil  &  Minerals 
and  Lowe's  Cos.  Based  on  hindsight,  I 
would  now  say  that  Houston  Oil  &  Miner- 
als should  not  have  been  recommended 
after  it  hadhadsuch  a  spectacular  advance. 
Lowe's  Cos.'  performance  is  poor  prob- 
ably because  of  the  anticipated  decline  in 
the  building  industry.  Five  stocks  in 


Group  B  failed  to  increase:  Walt  Disney, 
Eastman  Kodak,  General  Electric,  K  mart 
and  Polaroid.  In  Group  C  three  failed  to 
increase:  Perm  Central,  which  replaced 
UNC  Resources,  St.  foe  Minerals  and 
Union  Pacific,  which  replaced  Kerr- 
McGee.  Nevertheless,  the  overall  perfor- 
mance of  all  three  groups  has  been  good. 

My  investment  philosophy  was  dis- 
cussed in  the  third  article,  published 
Sept.  4,  1978.  It  explained  why  it  was  not 
necessary  to  know  what  the  stock  mar- 
ket would  do  in  order  to  be  a  successful 


investor.  It  also  explained  that  my 
vestment  philosophy  was  to  become 
long-term  investor  in  successful  busine 
enterprises.  The  soundness  of  this  p. 
losophy  was  confirmed  by  the  perf 
mance  of  my  Model  Growth  Stock  Po 
folio,  which  was  started  in  1934.  A  $1 
unit  of  invested  capital  increased  in  m 
ket  value  to  $7,148.46  by  Dec.  < 
1972.  During  the  subsequent  b< 
market  it  declined  to  a  year-end  lc 
of  $3,672.96  on  Dec.  31,  1974.  Sin 
then  it  has  advanced  to  $5,841.38 
of  Aug.  31,  1979. 

The  income  from  cash  divider 
was  $3.31  in  1935.  It  reached  an 
time  annual  high  of  $180.42  in  19'. 
The  indicated  income  for  the  yi 
1979  will  exceed  $200  per  unit. 

Although  I  was  one  of  the  origii 
proponents  of  growth  stocks,  duri 
1964-66  I  wrote  a  series  of  bulleti 
for  clients  explaining  why  the  inv 
tor  was  facing  a  new  era  in  whi 
accelerated  inflation  was  the  numl 
one  problem.  In  1970  in  my  bullet 
The  .\eu'  Era  for  Imvstors,  I  discuss 
these  subjects  in  detail  and  told  w 
investors  should  increase  their  div 
sification  to  include  natural  resourc 
companies — particularly  gold,  silv 
real  estate,  oil  and  gas  and  forest  pre 
ucts — as  well  as  the  usual  grow 
stocks.  The  aim,  of  course,  was  add 
protection  against  inflation. 

My  investment  strategy  since  19 
has  been  different  from  most  inv- 
tors'  because  I  believe  we  cannot  ha 
full  employment  without  continued 
flation.  When  the  government  endeavt 
to  provide  full  employment,  to  fight  co 
ly  foreign  wars,  to  do  the  many  thir 
required  under  the  objectives  of  r 
Great  Society  and  the  Welfare  State,  a 
fails  to  balance  its  budget  year  after  ye 
even  during  periods  of  great  prospen 
there  is  only  one  outcome.  Even  the  ric 
est  nation  in  the  world  cannot  contin 
to  spend  more  than  it  collects  withe 
going  broke.  It  is  only  a  matter  of  tim< 
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Shake  hands  with  a  fantasy. 


One  in  a  series  of  paintings  by  Jos 


ting  Activities 


Everyone  loves  a  parade.  When  Yogi 
Bear  and  our  other  Hanna-Barbera  char- 
acters join  the  crowd,  it's  more  than  just  a 
parade.  It's  fun!  Laughter!  A  happy  time 
bringing  people  closer  together. 

Through  Hanna-Barbera,  our  television 
and  motion  picture  productions  reach  a 


worldwide  audience  in  the  hundreds  of 
millions.  Our  themed  amusement  parks 
host  over  6  million  people  a  year.  And  our 
radio  and  television  stations  serve  nine 
major  markets.  Our  success  and  profits 
grow  in  the  expanding  areas  of  family 
entertainment. 


For  complete  information  on  our  steady 
growth,  write  to  Mr.  John  T.  Lawrence. 
Jr.,  Taft  Broadcasting  Company,  1906 
Highland  Avenue.  Cincinnati,  Ohio  45219. 


Broadcasting  Company 


Informing  and  entertaining  the  American  family. 


The  box  score 


Market  price  (8/31/77  to  8/31/79) 

Group  A  +  74.8% 

Group  B  +  16.2 

Group  C  +  79.2 

Total  Price  Portfolio  +  57.7% 


3.0% 
13.0 
17.9 
84.5 
50.3 


Stock  market  Indices 

Dow  Jones  industrials 
Standard  &.  Poor's  500 
NYSE  composite 
Amex 

NASDAQ  o-t-c  composite 

Increase  in  two  year's  income  from 
the  calendar  year  1977  to  the 
calendar  year  1979  (estimated) 

Group  A  +  80.3% 

Group  B  +  47.2 

Group  C  +102.2 
Total  Price  Portfolio  +  84.6% 

Dow  Jones  industrials  +  13.4% 

Standard  &  Poor's  500  +  15.6% 


The  current  inflation  differs  from  pre- 
ous  inflations  in  that  there  are  addi- 
Hial  built-in  causes  that  have  become 
rmanent  and  most  difficult  to  correct. 
;  inception  dates  back  to  the  days  of 
anklin  D.  Roosevelt,  his  New  Deal  and 
e  adoption  of  John  Maynard  Keynes' 
onomic  theory  that,  if  the  public  can't 
is  unwilling  to  spend  money  fast 
ough  to  keep  the  economy  at  full  em- 
ayment,  the  government  should  make 
i  the  difference  and  spend  it  itself.  All 
Iministrations  since  Roosevelt  have 
lieved  in  deficit  financing  to  lift  the 
untry  out  of  a  depression  and  to  keep  it 
)m  going  into  an  economic  depression. 
This  inflation  did  not  become  serious 
itil  it  began  to  accelerate  in  1965.  It 
fers  from  most  previous  inflations  in 
at  it  is  worldwide.  All  capitalistic  na- 
>ns  are  experiencing  it  to  a  greater  or 
>ser  degree  at  approximately  the  same 
ne  and  are  bound  to  share  in  the  ulti- 
ate  disaster.  So  far  our  government  is 
ing  little  to  bring  about  the  cures  that  I 
ink  are  essential. 

Uncontrolled  inflation  has  always  led 
a  boom  and  bust.  There  seems  little 
:elihood  that  current  inflation  will  do 
berwise.  There  is  no  turning  back  once 
gets  out  of  control.  After  the  boom 
mes  the  bust  and  a  serious  business 
pression.  A  serious  business  depres- 
m  will  create  social  revolution  and 
nfiscation  of  property  of  the  "haves" 
the  "have-nots." 

We  are  now  in  a  new  era  where  the 
yestor  is  faced  with  the  greatest  risks 
a  lifetime.  There  is  no  safe  invest- 
ing All  securities  possess  varying  de- 
:es  of  risk. 

Most  of  the  popular  growth  stocks  of 
e  past  with  an  annual  compound  earn- 
$s  growth  of  5%  to  10%  will  now  he- 
me less  desirable  for  long-term  invest- 
;nt.  Therefore,  I  see  no  reason  to 
ange  my  investment  philosophy  of  the 


Two-year  performance- 
Individual  stocks 
in  paper  portfolio 

(8/31/77  to  8/31/79) 

Group  A 

Company 

%  change 

Castle  cx  Cooke 

i_  i  c  no/ 

+  OD.UVo 

Dome  Mines 

134.5 

Dome  Petroleum 

zol.o 

Jack  Eckerd 

19.6 

EG&G 

111.1 

Houston  Oil  &  Minerals 

—42.6 

Hexcel 

81.3 

Lowe's  Cos 

— lo.U 

Magma  Power 

97.0 

McCormick 

2.1 

Payless  Cashways 

92.4 

Perkin-Elmer 

/ICQ 
40.0 

Scientific- Atlanta 

1  IDA 

Thomas  &  Betts 

21.0 

Viacom 

91.9 

Replacements  * 

Fleetwood1 

9.3 

Harris  Corp2 
Rite  Aid3 

206.2 

3.2 

Teleprompter1 

113.7 

Waste  Management4 

12.3 

Time  1.575  conv  pfd  B5 

92.9 

'These  stocks  replace  $  10,000  originally  invested  in: 
'One-half  in  ESL  and  one-half  in  Emery  Air  Freight. 
2Alcon  Labs.  'Sabine.  4Flexi-Van.  'American  TV  & 
Communication  (merger  into  Time  Inc.). 

past  13  years.  It  is  to  have  50%  of  my 
invested  capital — as  previously  defined — 
in  dollar  obligations,  primarily  short-  and 
medium-term,  that  can  be  liquidated  to 
provide  funds  for  future  contingencies; 
and  to  be  prepared  for  the  financial  crisis 
when  it  comes.  I  believe  an  opportunity 
will  come  when  the  large  reserves  can  be 
employed  profitably  to  switch  depreciat- 
ing paper  dollars  into  stocks  of  compa- 
nies owning  valuable  assets  consisting  of 
plants,  equipment  and  natural  resources 
at  bargain  prices.  Meanwhile,  the  ever- 
increasing  current  yield  on  tax-free 
bonds  (now  5%  to  6%)  and  from  taxable 
income  of  9Vz%  to  10V2%  obtainable  on 
U.S.  government  obligations  is  no  un- 
bearable hardship. 

Over  these  two  years  I  have  made  rela- 
tively few  changes  in  the  stock  portfo- 
lios. I  do  not  believe  in  a  great  deal 
of  buying  and  selling.  The  principal 
changes  involve  substituting  new  stocks 
for  those  that  have  been  merged  with 
other  companies. 

Other  eliminations  have  been: 

Sabine — its  elimination  from  my  port- 
folio was  a  mistake  because  it  has  been  a 
good  performer. 

Flexi-Van — I  decided  that  it  did  not 
meet  my  requirements  for  long-term 
investing. 

Kerr-McGee  and  UNC  Resources — re- 
moved temporarily  because  of  the  uncer- 
tainties regarding  the  nuclear  industry. 

Frigitronics — included  for  a  short  time 
and  then  eliminated  because  the  outlook 
for  the  company  became  unfavorable. 


Group  B 

Company 

%  change 

Black  &  Decker 

+44.9% 

Burroughs 

2.8 

Digital  Equipment 

33.2 

Walt  Disney 

-0.9 

Eastman  Kodak 

-6.3 

General  Electric 

-0.2 

Hewlett-Packard 

43.2 

IBM 

4.3 

Johnson  &  Johnson 

6.7 

K  mart 

-10.2 

Merck 

18.3 

3M 

7.2 

PepsiCo 

9.9 

Polaroid 

-6.1 

Revlon 

23.8 

Schlumberger 

93.6 

Texas  Instruments 

9.0 

Weyerhaeuser 

1 1 .6 

Xerox 

26.4 

Group  C 

Company 

%  change 

Alico 

+  190.2% 

AMAX 

34.6 

Anglo  Am  Gold  Inv 

150.7 

Callahan  Mining 

53.6 

Campbell  Red  Lakes 

57.3 

Day  Mines 

80.3 

East  Driefontein  Gold 

112.7 

Homestake  Mining 

2.6 

Kloof  Gold  Mining 

267.6 

Newmont  Mining 

59.2 

Pittston 

0.5 

Pres  Steyn  Gold 

159.6 

Randfontein  Estates 

69.5 

Ranchers  Exploration 

13.0 

Rosario  Resources 

61.0 

St  Joe  Minerals 

n.c. 

Vaal  Reefs 

153.5 

West  Driefontein 

147.2 

Replacements  * 

Penn  Central6 

-26.8 

Union  Pacific7 

-1.0 

'These  stocks  replace  $  10,000  originally  invested  in: 
*UNC  Resources.  'Kerr-McGee. 
n.c.  =  no  change. 

Note  that  there  are  eight  gold  stocks  in 
Group  C  of  my  model  portfolio.  Precious 
metals,  particularly  gold  and  silver,  pro- 
vide an  excellent  hedge  against  inflation. 
During  the  two  years  of  bear  market, 
1973-74,  the  gold  stocks  in  my  Model 
Portfolio  increased  an  average  of  113.7% 
while  the  Dow  Jones  industrial  average 
declined  39.6%.  During  the  two-year  pe- 
riod ended  Aug.  31,  1979  the  gold  stocks 
in  my  portfolio  increased  an  average  ol 
124.5%.  Dividends  during  the  first  haL 
of  1979  almost  doubled  over  the  divi 
dends  paid  in  the  first  half  of  1978.  I  dc 
not  know  what  the  price  of  gold  will  dc 
next,  but  I  do  know  I  want  to  own  golc 
stocks. 

Like  Muhammad  Ali,  I  like  to  qui 
while  ahead.  This  is,  therefore,  the  last  o 
this  series  of  articles  for  Forbes  abou 
investing  for  growth  of  income  and  mar 
ket  value.  I  wish  I  could  bow  out  on  i 
happy  note.  Unfortunately  I  cannot.  Ai 
far  as  inflation  and  the  economy  are  con 
cerned,  the  worst  is  yet  to  come  in  thi 
investor's  view.  ■ 
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'a  time  when  simply  retaining  interior  space  is  a  challenge.  Lincoln  Continental  has  actually 
creased  that  space.  Based  on  the  EPA  interior  volume  index.  Lincoln  Continental  gives  you  even 
ore  room  than  last  year.  You'll  find  this  an  achievement  both  remarkable  and  comforting. 


41% 


^improvement  in 
EPA  Estimated 
MPG  over  1979 


41% 


improvement  in 
estimated  highway 
fuel  economy  over  1979 


iased  on  comparison  of  standard  engines 

Compare  'this  estimate  to  the  estimated  MPG  of  other  cars  You  may  get  different  mileage  depending  on 
ow  fast  you  drive,  weather  conditions  and  trip  length.  Actual  highway  mileage  will  probably  be  less  than 
le  estimated  highway  fuel  economy.  California  estimates  and  percentages  are  different. 


■"'       . ;. . .      -       ,-•       ,  ....  "V  - 
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•'.*  --.y    77»e  1980  Continental  Mark  VISignatur 


^  Tyafcirrj; .  ii  c^T 
4-Door 


v. 


Throughout  the  history  of  the  Continental  Mark,  its  originality  of  design  has  prevailed, 
is  still  true  for  the  1980s.  Yet  so  much  is  new.  There  is  a  remarkable  new  electronic 
instrument  panel  with  a  message  center  that  literally  communicates  with  you.  And  Ma 
offers  electronic  engine  controls  that  manage  five  separate  engine  functions. 

Also  new  are  a  fully  automatic  overdrive  transmission  and  an  electronic  fuel  injectii 
system  which  help  Mark  VI  achieve  its  dramatic  increase  in  fuel  efficiency  over  Mark , 

And  this  year,  there  is  another  new  Mark,  the  four-door  Continental  Mark  VI,  for  tho 
who  prefer  the  added  convenience  of  four  doors. 

Continental  Mark  VI  for  1980.  New,  yet  unmistakably  Mark-. 

Jf 

Introducing 1980  Continental  Mark  VI 
The  unmistakable  mark  of  style  and  craftsmanship 


25? 

MILES  10  EMPTY 

.'  OK 
BRRKC  PRESSURE 

OK 

HERBLRMP5 

.'  OK 
BRRKELRMP5 

OK 

ENGINE  TEMP 

.'  OK 
RLTERNRTGR 

3:  H 
PM  JUL  OB  FRI 

lb 

Rl'G  MILES.'GRL 

36.0 
ELAPSED  MILES 

01: 15 
ELRPSEL  TIME 

33 

Rl'G  MILES/HR 

5H.D 
MILES  TO  BEST 

S:2S 
PM  ETF 

The  Continentals  bring  to  the  eigtjt/es  a  fabulous 
collection  of  electronics  that  add%even  more  enjoyment 
to  the  experience  oHuxury  car  driving. Standard  on 
Continental  Mark  VI  and  optionaR>n  Lincoln  Continental  is 
an  electronic  instrument  panel  that  displays  an  impressive 
array  of  information  on  its  exotic  message  center. 

An  integralpift  otthe  electronic  instrument  panel  is  the 
message  center.  You  request  information  by  pressing  the 
appropriate  button  on  the  keyboard.  The  response  is 
displayed  instantly  on  the  message  center.  Shown  above, 
the  system  gives  you  such  trip  log  data  as  average 
distance  per  gallon,  distance  traveled,  elapsed  time, 
average  speed,  distance  to  destination  and  estimated 
time  of  arrival. 
In  addition,  a  systems  monitor,  through  a  warning  tone 


and  readout  on  the  message  center,  alerts  you  to  eleven 
different  vehicle  functions  at  the  touch  of  a  button. 
®  An  optional  Keyless  Entry  System  is  available  on  the 
new  Continentals.  Using  your  personal  five-digit  code, 
simply  press  the  appropriate  buttons  located  on  the 
outside  of  the  driver's  door.  Doors  and  decklid  will  unlock 
automatically.  The  system,  which  can  be  bypassed  with  a 
key,  also  provides  power  door  locks  and  illuminated  entry. 

(2)  Standard  on  the  Continentals  is  an  electronic  engine 
control  system.  The  system  uses  an  on-board  computer 
and  a  number  of  sensors  that  provide  an  efficient  balance 
of  spark,  air  and  fuel  ratios,  and  exhaust  recirculation. 

(3)  For  precisely  controlled  fuel  metering,  electronic  fuel 
injection  is  featured  on  all  Continentals  equipped  with  the 
standard  5.0  liter  V-8  engine. 


An  electronic  instrument  panel  that  answers  20  different  inquin 
What  more  could  you  ask  of  a  luxury  automobile? 


Now  the  Continentals  offer  a  no-cost,  three-year,  limited 
corrosion  perforation  warranty.  This  warranty  excludes 
exhaust  system  components.  There  is  no  mileage 
limitation.  Your  dealer  has  full  details. 
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icent  Marotta  has  had  phenomenal  success 
th  his  Mr.  Coffee  coffeemaker,  but  is  his 
mmercial  masterpiece  eternal? 


"Like 
Michelangelo . . ." 


The  Up-And-Comers 
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nan  Vincent  G.  Marotta  of  North  American  Systems 

3owe  would  get  the  water from  the  bathroom.  I  would  do  the  pitch. 


YOU  KNOW,  I  GOTTA  TELL  YOU  from 
the  bottom  of  my  heart,  no  bull 
crap  at  all,  when  I  was  developing 
Mr.  Coffee,  I  never  thought  that  this 
coffeemaker  would  be  the  greatest  suc- 
cess in  the  appliance  industry  in  this 
century\  Never  thought  of  how  much 
money  I  would  make!" 

Vincent  G.  Marotta  pauses,  groping  for 
the  right  words. 

"I  .  .  .  was  so  involved  with  the  thing 
itself,"  he  continues  in  a  soft  theatrical 
voice,  raising  his  big  hands  slowly  as  if 
lifting  a  baby,  or  a  coffeemaker.  "Like 
Michelangelo,  when  he  was  making  his 
Moses."  The  words  grow  louder,  quiver- 
ing with  emotion.  "He  got  so  involved 
that  it  became  alive  to  him!  He  would 
talk  to  it.  As  a  matter  of  fact,  he  got  so 
carried  away  one  time  he  took  his  chisel 
and  scratched  its  knee  to  see  if  it  was 
alive!  Well,  I  had  a  similar  experience 
with  my  coffeemaker!" 

With  apologies  to  Irving  Stone  (The 
Agony  and  the  Ecstasy),  the  truth  is  Vince 
Marotta  still  can't  quite  believe  it.  Just 
ten  years  ago  they  were  all  laughing  at 
him.  "  'Hi,  Vince!  How  ya  doin'?'  they'd 
say.  'Still  monkeyin'  around  with  that 
pot?'  "  he  mimics.  "  'That's  nickel-and- 
dime  stuff!'  "  Several  years  later,  when 
he  had  a  working  prototype  of  his  new 
coffeemaker  and  some  firm  orders,  they 
were  still  laughing.  "They'd  say,  'How 
the  hell  are  you  going  to  compete — you, 
Vincent  Marotta — with  major  American 
corporations?'  "  he  recalls.  "  'You  don't 
have  the  money,  the  clout  or  the  know- 
how.  You  can't  buck  up  against  those 
guys.  They'll  step  on  you!'  " 

But  a  lot  of  Americans  thought  Ma- 
rotta had  a  better  coffeemaker,  and  today 
he  owns  a  half-interest  in  a  nearly  $150 
million  (sales)  company  (called  "North 
American  Systems"  for  no  good  reason) 
that's  cranking  out  up  to  40,000  Mr.  Cof- 
fee coffeemakers  a  day  and  earning  well 
over  20%  on  equity.  Today,  says  Ma- 
rotta, Mr.  Coffee  has  at  least  50%  of  the 
coffeemaker  market  in  the  U.S.,  vs. 
around  18%  for  Norelco,  10%  for  Gener- 
al Electric  and  9%  for  Proctor-Silex — his 
three  closest  competitors.  (The  competi- 
tion feels  somewhat  slighted  by  such 
numbers.)  And  North  American  Systems 
has  never  borrowed  a  dime  from  anyone. 

Through  the  golden  gleam  of  that  suc- 
cess, everything  Marotta  has  touched 
takes  on  a  new  significance  in  his  eyes. 
At  every  turn  he  sees  the  guiding  hand  of 
fate.  His  two-page  resume,  lavishly 
bound  in  thick,  brown  textured  Nauga- 
hyde,  is  the  apotheosis  of  a  high  school 
senior's  biography  in  a  yearbook.  No  ac- 
complishment goes  unmentioned  in  8 
"athletic  achievements,"  13  "awards" 
and  14  "civic,  charitable  and  social  affili- 
ations"— the  impressive  and  the  not-so- 
impressive  mingling  freely.  He  was 
signed  in  1942  to  play  professional  base- 
ball for  the  St.  Louis  Cardinals  and  was 
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drafted  in  1948  to  play  professional  foot- 
ball for  the  Cleveland  Browns,  one  reads, 
and  in  1947  he  set  a  track  record  at 
Ohio's  tiny  Mount  Union  College,  "9.7 
seconds  for  the  100-yard  dash,"  and  a 
football  record  as  well,  "7.9  yards  per 
carry."  Marotta  cannot  refrain  from  add- 
ing "still  stands"  to  that  collegiate  foot- 
ball record. 

But  while  Marotta  compares  himself 
with  Michelangelo,  the  real  facts  are 
somewhat  more  mundane.  It  was  the 
credit  crunch  of  1968  that  launched  him 
onto  the  national  scene.  Until 
then,  like  fellow  Up-And- 
Comer  Perry  Mendel  of  Kinder- 
Care  Learning  Centers  (Fohbks, 
June  25),  Marotta  had  been  a 
successful  real  estate  developer 
with  over  5,000  "cracker-box" 
houses,  countless  "colonial- 
style"  garages  and  seven  shop- 
ping centers  to  his  credit  in  the 
Cleveland  area.  But  in  1968  real 
estate  financing  suddenly  dried 
up  completely. 

While  sitting  around  the 
house  one  morning  casting 
about  for  something  to  do,  Ma- 
rotta decided  that  he  could  at 
least  get  himself  a  better  cup  of 
coffee.  "I  didn't  like  the  taste  of 
coffee  at  home,"  he  says,  "or 
even  at  other  homes." 

Whereupon  Marotta  threw 
himself  into  his  new  project 
with  customary  vigor  and  high 
seriousness.  A  better  cup  of  cof- 
fee was  no  trifling  matter.  "Be- 
ing utilitarian,"  he  explains,  "I 
liked  the  idea  of  a  coffeemaker 
that  is  used  just  about  every  day. 
So  I  did  reading  and  research," 
he  goes  on,  pleased  with  his 
own  diligence.  "I  went  to  the 
coffee  growers  and  the  Pan 
American  Coffee  Bureau  and 
asked  them  what  their  cardinal 
principles  were  for  an  ideal  cup 
of  coffee." 

Marotta  may  not  have  been  the  first  to 
embark  on  such  a  quest.  The  path  to  El 
Exigente's  door  is  broad  and  dusty  from 
the  tread  of  many  eager  feet.  Nor  is  Ma- 
rotta likely  to  be  the  last.  But  he  is  con- 
vinced he  has  found  the  One  True  For- 
mula— and  a  foolproof,  patented  mecha- 
nism capable  of  delivering  perfect  coffee 
every  time.  "The  ideal  temperature  of 
the  water  is  200  degrees,"  he  says.  "Not 
212  degrees,  which  the  percolators  give 
you;  212  degrees  gives  you  overextrac- 
tion,  so  the  coffee  becomes  bitter  and 
astringent.  Not  under  200  degrees  be- 
cause then  there's  a  tendency  for  the 
coffee  to  come  out  like  tea — too  weak, 
not  enough  extraction.  The  ideal  tem- 
perature is  200.  That  didn't  come  from 
me.  That  has  been  established  by  people 
who  have  expertise  in  coffee." 

So  in  1968  Marotta  began  searching  for 


"a  mechanical  means  of  controlling  the 
time  and  temperature  of  the  water"  in  a 
coffeemaker.  Electric  percolators  "violat- 
ed these  cardinal  principles  of  making 
coffee"  by  being  too  hot  and  by  recycling 
coffee  over  the  grounds,  making  it  ever 
more  bitter.  Nonmechanical  drip  coffee- 
makers,  he  goes  on,  generally  used  the 
wrong  water  temperature. 

It  took  Marotta  nearly  three  years  be- 
fore he  cried,  "Eureka!"  or  more  proper- 
ly, "Jeez — I  like  it!"  It  was  not  an  easy 
three  years.  "There  were  many  times 


\  scene  ft 
'1  said. 


om  a  Mr  Coffee  advertisement 

Joe,  what  are  you  doing  for  lunch?' 


when  I  became  very  discouraged,"  he 
says,  sounding  a  bit  like  Billy  Graham, 
"ready  to  throw  it  in  .  .  .  ready  to  throw 
in  that  towel." 

Marotta  remembers  taking  his  hand- 
made prototype  of  Mr.  Coffee  to  the  Chi- 
cago Housewares  Show  in  1971  with  Bill 
Howe,  a  veteran  housewares  salesman. 
"We  got  about  a  dozen  buyers  from  ma- 
jor stores  to  come  and  see  the  model  in 
this  little  hotel  room,"  he  says.  "Bill 
Howe  would  get  the  water  for  me  in  the 
bathroom  and  I  would  do  the  pitch.  We 
had  it  timed  so  we'd  say,  'And  now 
there's  coffee!'  in  exactly  15  seconds, 
when  coffee  would  come  out!"  The  buy- 
ers, as  Marotta  would  have  it,  were  abso- 
lutely wiped  out  by  this.  "  'You  mean 
that's  coffee  coming  out  of  there  in  15 
seconds?'  "  he  mimics.  "You  see,  it  was 
able  to  make  ten  cups  in  less  than  half 


the  time  that  percolators  were  m 
coffee.  So  I  broke  that  barrier  rig 
half!  And  they'd  say,  'Jesus!'  you  k 
and  'That's  fantastic!'  " 

Marotta  had  priced  his  Mr.  Cofl 
$40.  "I  knew  my  costs  and  I  knew 
the  dealers'  margins  were,"  he 
Hack  Miller  of  Rival  Manufact: 
(Forbes,  June  11),  watching  from  K. 
City,  was  convinced  that  any  c< 
maker  priced  above  $29  couldn't  pos 
sell  in  volume.  "Well,  that's  right," 
cedes  Marotta,  "because  there  wer{ 
colators  selling  at  $9.95  anc 
But  my  coffeemaker  was  n» 
was  different." 

Marotta  walked  out  of' 
tiny  Chicago  hotel  room 
"about  5,000  orders.  I  didr 
back  to  Cleveland,"  he  sa^ 
came  back  on  a  cloud!  I  si 
myself,  'Gee,  I  gotta  start 
ing.  Gotta  get  a  factory 
some  workers.'  I  started 
eight  people  in  a  buildii 
18,000  square  feet.  Inside: 
year  I  had  to  move  to  a  bui 
that  was  60,000  square  fei 
year  later  I  moved  into  my 
ent  building,  which  is  401 
square  feet — the  world's  la 
coffeemaker  facility!" 

Enter  Joe  DiMaggio.  "CI 
now.  I  see  this  great  grc 
swell  of  enthusiasm  for  Mr. 
fee,"  says  Marotta.  "How 
going  to  capture  the  ears 
eyes  of  the  nation?  I  have 
on  the  big  tube — network 
vision.  That  occurred  to  m« 
eral  months  after  we  start 
manufacture.  It  was  mc 
fast,  you  see.  Then  I  thoug 
Joe  DiMaggio." 

Thinking  of  Joe  DiMagg 
one  thing.  Actually  persus 
him  to  be  a  television  spt 
man  for  an  unknown  cc 
maker  is  quite  another,  pai 

  larly  when  Marotta  had  i 

met  him.  Marotta  rooted  about  unt 
found  someone  who  knew  the  fo 
Yankee  slugger's  unlisted  telepi 
number  in  San  Francisco,  and  called 
at  8  a.m.  California  time,  on  a  Satu 
With  incredible  luck  (which  Vince 
otta  swears  he  did  not  orchestrate 
Maggio  had  just  won  a  Mr.  Coffee 
chine  in  a  Miami  golf  tournament.  Ii 
an  opening.  Marotta  said  he  would  b 
on  the  Coast  next  week  and  would 
"He  didn't  say  yes  or  no,"  says  Mai 
"The  next  day  my  wife  and  I  were  oi 
big  bird  to  San  Francisco!" 

Marotta  waited  until  9  a.m.  Mo 
morning  and  called  again.  "I  said,, 
Joe!' — by  this  time  we  were  on  a 
name  basis!"  says  Marotta.  "He 
'Hi,  Vince,  how's  the  weather  out  th 
I  said,  'Same  as  it  is  for  you,  Joe,  bee 
I'm  right  here  at  the  Fairmont  I- 
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ntown!'  He  says,  'Boy,  you  move 
'  "  Marotta  goes  on,  mimicking  Di- 
gio's  voice.  "I  said,  'Joe/  what  are 
doing  for  lunch?'  "  Two  and  a  half 
rs  later  DiMaggio  had  signed  on  the 
om  line. 

le  television  spots  that  followed 
i  a  classic  example  of  "forced  distri- 
on":  Customers  came  into  stores 
ng  for  Mr.  Coffee  nationwide.  Today 
otta  praises  DiMaggio,  but  his  nose 
early  out  of  joint  at  the  public  associ- 
i  of  Mr.  Coffee  with  DiMaggio.  He 
:  "You  gotta  remember  here  that  Joe 
taggio  was  dormant  for  about  20 
s — he  was  sort  of  a  forgotten  guy — 
1  Mr.  Coffee  came  along.  I  gave  him 
visibility,  a  new  lease  on  life." 
:  that  as  it  may,  where,  you  may  ask, 
;  General  Electric,  Proctor-Silex, 
elco,  Sunbeam  and  all  the  other  appli- 
:  giants  while  Mr.  Coffee  was  setting 
world  on  fire?  "Very  slowly  did  they 
e,"  Marotta  replies.  "They  didn't 
e  in  until  late  1973,  early  1974,  and 
only  on  a  very  limited  scale.  Be- 
e  General  Electric  is  a  multiple-prod- 
company,  for  example,  they  don't 
ssarily  look  for  market  leadership.  If 
were  to  take  millions  of  dollars  and 
it  into  coffeemaker  promotion, 
'd  have  to  take  it  away  from  the 
n-iron  business,  the  can-opener 
ness,  the  blender  business,  the  toast- 
jsiness.  They  don't  have  enough  fi- 
lial strength!  So  they're  all  followers, 
y  one  of  them." 

esides  that,"  he  goes  on,  "all  these 
r  coffeemakers  that  are  out  there  on 
narket  now,  and  there  must  be  20  of 
i,  they're  all  glorified  percolators, 
use  they  can't  touch  my  patents." 
day  Vincent  G.  Marotta,  whose  fa- 
came  to  this  country  from  Italy  in 
I  at  the  age  of  nine  without  a  lira  in 
pocket  (and  went  on  to  become  a 
perous  builder  and  coal  dealer),  is 
ng  pretty.  He  hopes  he  is  about  to  be 
hted  into  the  Cleveland  establish- 
t  with  a  membership  in  the  Union 
»  ("My  application  has  been  in  for 
a  year  now,"  he  observes)  and  he  is 
lobbing  with  the  corporate  high  and 
lty  of  that  troubled  metropolis, 
t  what  of  Mr.  Coffee  and  North 
rican  Systems?  As  Hack  Miller  of 
1  Manufacturing  found  out,  even 
ly  successful  household  appliances 
lis  case,  the  Crock-Pot)  have  their 
n  the  sun  and  then  subside  to  far  less 
table  maturity.  Isn't  that  starting  to 
en  to  Mr.  Coffee? 

irotta's  initial  response  to  this  irrev- 
:  suggestion  is  to  describe  himself  as 
repressible  idea  man.  "I'm  always 
dng  of  new  ideas,"  he  says.  "Why, 
l/esterday  I  had  an  idea.  I  was  looking 
|y  telephone — there's  a  little  sound 
i  you  push  the  button,  you  know — 
a,  ta  .  .  .  ta,  ta' — and  I  said  to  myself, 
'  the  hell  doesn't  the  telephone  have 


a  voice  speaking  the  number?  And  the 
higher  numbers  have  a  higher  sound?  So 
when  you  dial  our  office,  464-4000,  you'd 
hear  a  voice  sing  'four,  six,  four  .  .  .  four 
thousand.'  It  would  eliminate  an  awful 
lot  of  wrong  numbers." 

No,  North  American  Systems  is  not 
about  to  produce  such  a  singing  tele- 
phone. But  the  company  is  about  to  in- 
troduce (for  $29)  an  activated  charcoal 
filter  one  can  screw  into  the  kitchen 
faucet  to  remove  the  taste  and  odor  of 
algae  and  chlorine  from  the  water.  Ma- 
rotta quickly  concedes  he  has  no  patents 
on  it:  "This  isn't  really  such  a  unique 
thing;  there  are  other  filters  out  there  in 
the  market."  Are  there  other  new  prod- 
ucts waiting  in  the  wings,  besides  new 
models  of  coffeemakers,  or  possible  ac- 
quisitions? "No,"  says  Marotta,  "Coffee- 
makers are  the  main  show.  How  can  we 
go  to  other  things  when  the  coffee  thing 
has  been  so  good  to  us?" 

With  20  other  producers  out  there, 
isn't  Mr.  Coffee's  earnings  growth  start- 
ing to  falter?  "Well,  we  had  a  little  bit  of  £ 
fa'loff  in  1977,  when  coffee  went  to  $5  a 
pound  because  of  the  frost  in  Brazil,"  he 
replies.  "But  we  bounced  back  in  1978, 
and  now  1979  is  even  better." 

Haven't  profit  margins  started  to  nar- 
row? "A  little  bit,"  Marotta  concedes. 
"What's  been  happening  is  that  there's 
been  a  little  bit  of  a  lowering  of  the  price 
of  coffeemakers,  and  a  little  bit  of  a  rise 
in  the  cost  of  materials  and  labor." 


So  Mr.  Coffee  really  is  a  mature  prod- 
uct line? 

"Yes,"  Marotta  concedes  quietly. 
Then  he  becomes  annoyed.  "Look,  there 
aren't  many  companies  that  have 
achieved  what  Mr.  Coffee  has  achieved,  I 
don't  give  a  damn  whether  they're  small 
or  big." 

Could  he  do  it  again? 

"I  don't  think  I  could  handle  it  again," 
he  says  thoughtfully.  "I  just  don't  think 
I've  got  the  energy.  Because  it's  a  tre- 
mendous job.  It  wasn't  easy." 

Would  Marotta  and  co-owner  Sam 
Glazer  ever  think  of  selling  out? 

"We've  had  a  number  of  inquiries  and 
I've  said,  No,"  he  replies. 

Will  he  continue  to  say  no? 

"I  think  so." 

But  that  brief  note  of  ambiguity  quick- 
ly gives  way  to  Marotta 's  normal  defiant 
ebullience:  "There's  no  saturation.  At 
the  most,  only  35%  of  the  market  has 
electric  drip-type  coffeemakers.  [Even 
the  competition  says  this  is  on  the  low 
side.]  Now  we're  getting  the  reorder  busi- 
ness. And  we're  seriously  thinking  about 
going  overseas.  The  fourth  quarter  of 
1979  is  going  to  be  one  of  the  best  quar- 
ters we've  ever  had.  And  in  1980  we  have 
new  coffeemakers  coming  out. 

"You  can't  say,  'Goddamn  it,  you  hit 
the  moon  with  your  coffeemaker,  now 
you  gotta  bounce  back  and  come  down  to 
earth.'  No!  Because  past-  the  moon  is 
Saturn!  "—Geoffrey  Smith 


Fleer  Corp.  has  lived  51  years  on  a  product 
some  people  wish  had  never  been  created — 
bubble  gum.  Now  the  business  is  booming  but 
others  may  blow  Fleers  bubbles. 


The  dangers  of 
playing  it  safe 


The  Up-And-Comers 


"If  this  were  a  public  company  we'd  go 
for  the  brass  ring  on  this  product,"  says 
President  Donald  D.  Peck  of  Fleer  Corp. 
He  is  staring  sadly  at  a  big  green-white- 
and-orange  paper  bucket  full  of  Gator- 
gum  on  his  desk. 

Gatorgum  is  not  just  another  chewing 
gum,  he  explains,  sifting  slowly  through 


the  shiny  foil  packages.  It  is  a  "staple" 
rather  than  a  novelty  ...  a  "sports  gum" 
with  time-release  lemon-lime  flavor  to 
help  quench  the  thirst  of  the  junior  jog- 
ger— an  immensely  promising  product  li- 
censed to  piggyback  on  the  popularity  of 
Stokely-Van  Camp's  Gatorade  soft  drink. 
And  that's  the  trouble.  Gatorgum's  po- 
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tential  looks  too  big  for  a  small,  privately 
held  company  that  hopes  to  do  $20  mil- 
lion in  sales  this  year — too  big,  that  is,  to 
the  Quaker  Mustin  family  that  owns 
Philadelphia-based  Fleer  right  down  to 
the  last  gum  wrapper.  "A  larger  company 
might  decide  to  take  a  loss  for  two  years 
and  get  this  product  firmly  entrenched  in 
the  market,"  says  Peck.  "That's  what  I'd 
like  to  do  if  there  were  more  capital 
available  for  radio  and  television."  In 
fact,  Peck  admits,  that's  what  he  would 
be  doing  with  debt-free  Fleer — small  as  it 
is — if  it  were  a  public  company.  But  he  is 
forced  to  proceed  far  more  cautiously.  "It 
is  somewhat  disappointing,"  he  says. 

Don  Peck  can  remember  the  time, 
back  in  1952  when  he  first  joined  the 
company,  when  Fleer  feared  no  man  in 
the  bubble-gum  game.  It  was  Fleer's  Wal- 


When  the  Mustins  tried  to  come  out 
with  their  own  baseball  trading  cards 
they  discovered  they  had  been  outfoxed. 
Topps  had  signed  up  players  individually 
with  exclusive  contracts  that  expired  at 
different  times  so  that  it  was  impossible 
for  the  competition  to  sign  a  whole 
team.  Fleer  is  still  bitterly  fighting  Topps 
in  the  courts  on  that  one.  As  for  dealer 
promotions  and  gifts,  the  Mustins  held 
back  a  while.  "The  Fleer  image  back 
then  was  neat  guys,  pay  our  bills  on  time, 
but  if  the  going  gets  rough  .  .  .  kind  of 
back  away,"  says  Peck. 

The  Mustins  decided  the  proper  coun- 
terthrust  for  Fleer  "was  to  change  Dubble 
Bubble  from  one  flavor  to  two."  It  wasn't 
enough  and  for  about  a  decade  Topps  ran 
away  with  the  market,  leaving  Fleer  far 
behind — a  small,  marginal  company.  In 


President  Don  Peck  of  Fleer  Corp. 

"Our  image  was  neat  guys,  pay  bills,  but  if  it  gets  rough,  kind  of  back  away.' 


ter  E.  Diemer  who  invented  the  sticky, 
stretchy  pink  stuff  back  in  1928,  driving 
the  flappers  wild.  Sticklers  for  quality, 
the  Mustins  rather  elegantly  pulled  their 
bubble  gum  off  the  market  entirely  dur- 
ing World  War  II  when  the  rubber  then 
available  for  domestic  use  was  judged 
unacceptable.  Some  might  call  that  a 
mistake — rather  like  the  time  the  Mus- 
tins disposed  of  Chiclets,  which  went  on 
to  become  an  immensely  successful 
chewing-gum  line,  to  the  American  Chi- 
cle division  of  Warner-Lambert  in  1908. 
Nevertheless,  by  the  early  Fifties  Fleer's 
Dubble  Bubble  brand  had  become  a  near 
monopo-bubble  and  the  company  was 
earning  around  20%  on  equity.  If  it  was 
pink  and  sticking  to  the  bottom  of  your 
shoe  back  then,  it  was  almost  certainly 
made  by  Fleer. 

But  the  golden  age  for  Fleer  turned  out 
to  be  short-lived.  In  the  Fifties  along 
came  brash  Topps  Chewing  Gum,  Inc. 
from  Brooklyn,  which  loaded  its  bubble- 
gum  with  baseball  trading  cards,  promo- 
tions and  gifts  for  retailers. 


the  mid-Sixties,  the  Mustins  approached 
Peck.  "Ownership  kind  of  said  to  me, 
'Look,  Don — make  it  go.  Go  to  work  on 
the  problem,'  "  he  says. 

Peck's  credentials  at  the  time  were  not 
exceptional.  After  graduating  from  the 
University  of  North  Carolina  in  1948,  he 
had  returned  to  his  native  Philadelphia 
and  gone  to  work  as  an  assistant  person- 
nel manager  for  Keasbey  &  Mattison 
Co.,  an  English-owned  maker  of  asbestos 
cement  products.  K&.M  eventually  pro- 
moted him  to  personnel  manager  and 
transferred  him  to  St.  Louis.  Missing 
Philadelphia  and  the  seashore,  Peck  re- 
turned in  1952  via  an  employment  agen- 
cy and  joined  Fleer,  initially  as  a  person- 
nel manager.  A  vice  president  13  years 
later,  he  had  worked  in  just  about  every 
area  of  the  small  firm. 

The  problem  was  threefold,  Peck  re- 
calls. First,  Fleer  was  grossly  overstaffed 
with  nice,  neat  guys.  Moving  as  diplo- 
matically as  possible,  Peck  fired  a  fair 
number  of  people  and  brought  in  some 
fresh  blood.  The  second  problem  was  to 


put  new  backbone  in  the  comp 
sales  effort.  "I  was  looking  for  markc 
guys  who  kind  of  thrive  on  confrcj 
tion,"  he  says. 

The  third  problem  was  even  mort 
vious  than  the  first  two:  "We  wen 
work  on  new  products,"  says  B 
There  were  some  "turkeys,"  he  recj 
such  as  watermelon-,  peanut-  and  « 
flavored  gums.  But  a  fair  numbe 
Peck's  new  products  enjoyed  a  mq 
success.  They  were  not  exactly  e} 
shakers.  But  they  helped.  There  was 
zles  for  those  who  prefer  their  bu 
gum  in  pill  form.  "We  have  a  paten 
that,"  says  Peck  proudly.  "You  re< 
bubble  gum  to  powder  by  drying 
Then  there  was  Quicksand — bash 
Razzles  before  tableting.  By  the  Se 
ties  he  was  branching  out  with  a  sen 
plastic-packaged  sugar  candies  with 
themes:  Fireplug  Candy  (a  hydrant 
taining  little  sugar  doggies),  Mr.  Bon 
coffin  containing  little  sugar  bones 
can  make  a  skeleton,  if  not  eaten] 
the  like. 

Fleer  was  beginning  to  show  sigr 
life.  Peck  was  talking  grandly  about " 
ing  the  dice"  on  $40,000-to-$50 
molds  for  plastic  packaging.  He 
proud  he  had  learned  how  to  cut 
losses  quickly  on  new  ideas  that  d 
go  within  three  weeks.  And  he  frfi 
about  security  on  product  developrr 
("We're  damned  near  paranoid  about 
he  says.  "I  remember  about  eight  > 
ago  we  created  a  product  called 
Wad  ...  a  slab  of  gum  ...  I  mean 
and  like  this  long  .  .  .  sold  for  10  ci 
Well,  the  competition  got  to  certain : 
kets  with  an  imitation  before  we  did 

Then  in  1976,  Fleer's  pleasant  1 
world  was  shaken  to  its  foundations. 
Life  Savers  division  of  Squibb  Corp 
troduced  Bubbleyum,  a  softer  gum 
Dubble  Bubble,   more  expensive 
aimed  at  an  older  market  than  Fl 
traditional  6-to- 13-year-old  fans.  "It 
prised  me,"  Peck  admits.  "I  didn't  tl 
the  market  was  there  and  I  didn't  tl 
the  15-cent  price  they  came  out 
was  viable.  What  I  didn't  allow  for 
the  amount  of  money  they  were  goir 
pour  into  the  media  in  advertising, 
the  attention  they  were  going  to  gr 
with  their  retail  force." 

Parrying  adroitly,  Peck's  team  fiek 
me-too  soft  bubble  gum  called  Sugar 
in  record  time.  Sales  soared.  "For  a  w 
there  we  were  number  two  to  Life  S 
and  feeling  good,"  says  Peck  with  a 
der-but-wiser  grin.  "But  we  couldn't 
tain  it.  We  didn't  have  the  cash, 
didn't  have  the  selling  organization 
didn't  have  an  edge  .  .  .  and  when  yc 
going  one  on  one  with  a  giant  like 
you  better  have  an  edge!" 

At  about  this  point  powerful  Amer 
Chicle  weighed  in  with  Bubblicious 
other  soft  bubble  gum,  and  finally— 
somewhat  belatedly — the  mighty  V 
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Extra  Thrust  for  Challenging  Risks 
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ley  Co.  came  out  with  Hubba  Bubba. 

Every  now  and  then  Peck  chides  him- 
self for  not  having  seen  the  new  soft 
bubble-gum  market  before  the  Big  Three 
did.  "I  guess  the  traditional  bubble-gum 
manufacturers  were  so  busy  fighting 
with  each  other  we  forgot  what  we  were 
fighting  over,"  he  says.  "But  even  if  we 
had  seen  that  market  first,  I  wonder  how 
much  we  would  have  been  able  to  hang 
on  to.  Right  now  it  looks  like  there's 
$115  million  worth  of  business  in  that 
product  line — mostly  new  users.  Suppose 
we'd  gone  to  a  bank  and  said,  'We  have 
this  soft  bubble-gum  idea  we  think  can 
do  $115  million  worth  of  business.'  Say 
I'd  been  clairvoyant  about  it.  Hell,  we 
couldn't  produce  that  much  gum  here. 
Hell,  that's  equipment .  .  .  space!" 

Fleer's  ownership  wasn't  used  to  tak- 
ing those  kinds  of  risks. 

Nevertheless,  with  the  Big  Three  in- 
vading its  turf,  Fleer  began  to  show  im- 
pressive creativity.  It  had  to.  Bubble  Bur- 
ger, for  example,  introduced  late  last 
year,  is  surely  one  of  the  most  innovative 
ideas  in  the  history  of  the  chewing-gum 
industry.  Packaged  in  tiny,  individual, 
plastic  containers  that  look  not  unlike 
fast  food  takeout  boxes,  the  gum  itself 
looks  indeed  like  a  miniature  hamburger 
shrunk  to  about  two  inches  in  diameter. 


"Actually,  it's  very  complicated  to  make. 
The  secret  is  in  the  color,  and  in  learning 
how  to  handle  three  layers  so  that  they 
stay  together  and  don't  slip!"  He  grins 
wearily. 

But  Bubble  Burger,  to  some  extent  a 
novelty  item  in  Peck's  eyes,  pales  in  sig- 
nificance beside  Gatorgum,  which  he 
thinks  will  be  a  staple.  Originally  just  a 
me-too  copy  of  another  sports  gum  called 
Quench,  Gatorgum  took  off  like  a  shot 
the  minute  Peck  was  able  to  license  the 
Gatorade  name  and  logo.  Now  he  envi- 
sions a  family  of  Gatorgum  products. 

But  the  strain  of  having  to  keep  com- 
ing out  with  new  product  ideas  that  he 
can't  fully  exploit  seems  to  wear  on  the 
genteel  Peck,  especially  when  he  doesn't 
particularly  like  the  brashness  of  his 
highly  promotional  industry.  He  says, 
"You  know,  one  of  the  frustrations  of 
this  business:  I've  always  thought  it  was 
neat  to  win  quietly .  You  know,  just  go  to 
the  bank.  But  you  can't  do  that  in  this 
business.  You've  got  to  shout  from  the 
rooftops,  'We've  got  Bubble  Burgers  and 
they  work.'  It  turns  the  trade  on,  but  you 
also  attract  new  entries." 

Why  doesn't  Peck  ask  Stokely-Van 
Camp,  the  maker  of  Gatorade,  which  is 
benefiting  indirectly  from  Gatorgum,  to 
put  up  some  of  the  funds  for  the  broad- 


cast advertising  he  thinks  would  rl 
make  it  stick? 

Peck  looks  up,  just  a  bit  star 
"That's  an  interesting  thought,"  h» 
plies    quietly.    "I'm   not  being 
.  .  .  that  is  an  interesting  thought." 

So,  Gatorgum  may  yet  interrupt 
ter  Cronkite  on  the  evening  news, 
Fleer  may  yet  break  into  the  big  t 
But  don't  count  on  it.  Asked  if  he  th 
Fleer  will  survive  as  an  indepen 
company  in  the  years  ahead,  Peck  sli 
shakes  his  head.  "No,"  he  says,  "I  < 
think  it  can.  It's  sad,  but  I  don't  thii 
can."  The  controlling  family,  the  I 
tins,  are  in  their  50s  now  and  hav 
offspring  who  want  to  carry  the  bate 
Fleer.  "In  the  final  analysis,"  Peck 
"bigger  is  better.  If  you  are  big  there 
lot  of  things  you  can  do  better."  You 
a  bit  sorry  for  Peck  as  you  swing  shu 
black  iron  gates  of  Fleer's  modest 
ivy-covered  factory,  tucked  away 
tween  two  rusty  railroad  trestles  L 
aging  residential  section  of  Philadeli 
with  the  cloying  aroma  of  bubble 
clinging  to  the  manicured  shrubbei 
Mr.  Coffee  and  hundreds  of  other  1 
outfits  can  dance  rings  around  bi 
competitors,  isn't  it  simply  owners! 
fear  of  risk  that  makes  Fleer  sit  t 
feeling  sorry  for  itself  \— Geoffrey  Smith 


Since  the  abysmal  "price  and  pride'  cam- 
paign wasn't  enough  to  turn  the  tide  for  the 
A&P's  struggling  food  chain,  the  Tengelmann 
Group  now  running  things  seems  ready  to  try 
price  alone.  Its  a  dicey  strategy. 


Price  and 
price 


Come  into  my  office,"  jokes  Jack 
Higgins,  who  manages  the  Great 
Atlantic  &  Pacific  Tea  Co.'s  new 
Plus  Discount  Food  Store  that  opened 
recently  in  Suitland,  Md.,  nine  miles 
from  the  White  House.  Talk  about  no 
frills?  Higgins'  "office"  has  no  desk,  no 
chairs,  no  telephone.  It  is,  in  fact,  a  cou- 
ple of  cigarette  cartons  to  sit  on  in  the 
back  of  the  quiet  stockroom.  And  what  it 
represents  is  a  theory  hatched  by  West 
Germany's  Tengelmann  Group,  which 
bought  a  controlling  29%  interest,  that 
price  alone  can  do  for  A&P  what  its  late 
and  unlamented  "price  and  pride"  cam- 
paign could  not  do — turn  around  the 


once  proud  and  long-ailing  food  giant. 

A&P  has  opened  16  Plus  stores  in  the 
past  two  months,  all  in  the  East  and  all 
bragging  in  their  ads:  "We  don't  accept 
checks  or  redeem  coupons.  Just  cash  or 
food  stamps.  Bag  your  own  groceries 
with  boxes,  bags  for  3  cents,  or  bring 
your  own  bags."  In  all,  150  more  are 
planned  for  the  next  year.  A&P  plans  to 
improve  profits  in  its  big  stores  too,  but 
the  Plus  openings  signal  its  dedication  to 
the  low-overhead,  discount  game. 

The  Plus  stores  are  small,  averaging 
some  5,000  to  12,000  square  feet  [vs.  a 
typical  20,000  square  feet).  They  stock 
only  about  800  items,  vs.  a  typical  10,000 


A&P's  "Plus"  store  near  Washington 
Within  a  year,  another  1  SO. 

to  15,000.  They  have  little  fresh  proc 
and  no  fresh  meat.  Dairy  items  and 
zen  foods  are  minimal  to  keep  electri 
bills  down.  Items  aren't  individi: 
priced  or  even  shelved,  but  stacked  ir 
boxes  they  came  in. 
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Spread  Pricing. 

A  technique  in  corporate  lending. 

At  Wells  Fargo  it  means  thinking; 
about  a  borrower's  needs,  our  cost  of  funds, 
maturitiesJhe  total  picture. 

You  expect  that  kind  of  thinking 
from  your  company. 

Why  not  from  your  bank? 


Pioneering.  Wells  Fargo  Bank. 


hy  so  many  gracious 
extra  touches? 
Because  we've  been 
expecting,  you 


n  Four 
Seasons 

WashingtoaDC 

2800  Pennsylvania  Ave.,  N.W. 
Georgetown 

Call  your  Travel  Agent  or  Toll  Free 
New  York  State  800-462- 1  1  50 
Elsewhere  in  Continental  U.S. 
800-828-1  188 

Foui  Seasons  Hotels 

London,  England  (Inn  on  the  Park) 

Chicago  (Ritz-Carlton) 
San  Antonio  '  San  Francisco  (Gift) 
Washington  D.O  Houston  1 98  1 
Israel  •  Montreal 
Ottawa  •  Belleville 
Toronto  (Four  Seasons,  Yorkville) 

Toronto  (Inn  on  the  Park) 
Calgary  •  Edmonton  •  Vancouver 


The  Plus  store  strategy'  calls  for  bouse  brands  and  price  cuts 
But  bags  cost  3  cents  apiece  and  you fUl  them  yourself. 


What  may  be  a  more  significant  cost- 
cutter  than  all  these  is  the  labor  force 
itself.  Instead  of  unionized  help  earning 
$8.39  per  hour  full  time  or  $7.57  per  hour 
part  time,  Higgins'  workers  are  part-tim- 
ers making  $3.50  per  hour.  The  Retail 
Stores  Employees  Union  has  already 
fought  the  move  in  the  courts,  and  the 
dispute  is  now  in  arbitration. 

The  Plus  store  in  Suitland  is  clearly 
giving  the  competition  fits  on  price — 
five  pounds  of  Gold  Medal  flour  for  85 
cents,  vs.  $1.47  at  the  local  Safeway,  a 
half-gallon  of  Breyer's  ice  cream  for  $1.49 
vs.  Safeway's  $2.55.  Prices  are  sharply 
below  those  at  regular  A&P  stores  not  far 
away — a  pound  of  Maxwell  House  coffee 
for  $2.89  (compared  with  $3.59),  an  84- 
ounce  box  of  Tide  detergent  for  $2.29  [vs. 
$2.89  in  the  regular  stores). 

And  the  price  pitch  is  building  traffic 
as  hoped.  One  recent  Saturday,  business 
was  so  brisk  it  was  almost  counterpro- 
ductive. "The  crowds  were  so  large  it 
looked  like  a  fire  drill,"  said  a  customer 
at  the  Plus  store  in  Suitland.  "I  took  one 
look  and  left." 

To  say  that  A&P  stores  could  stand  a 
little  crowding  is  to  understate  the  case. 
From  1970  through  1978  A&P  had  sold  a 
total  of  $60  billion  worth  of  groceries  and 
such  and  managed,  net,  having  lost  mon- 
ey in  three  of  those  nine  years  and  made 
thin  profits  at  best  in  the  other  six,  to 
lose  $163  million  for  its  pains.  Harassed 
by  fleeter,  sharper  competitors,  hobbled 
by  stores  in  poor  locations,  A&P  spent 
the  better  part  of  the  Seventies  closing 
down  losers  and  trying  to  figure  out  how 
to  get  with  it.  From  4,575  stores  in  1970, 
it  is  now  down  to  just  1,551.  The  write- 
downs resulting  have  been  huge — $220 
million  on  that  account  in  the  last  five 
years  alone.  Store  closings  are  the  main 


reason  book  value  has  fallen  from  $2 
per  share  in  1970  to  its  present  $15.9 

The  Plus  store  strategy  came  in  j 
the  Tengelmann  Group  last  Februar 
West  Germany  it  operates  2,000  stc 
800  of  them  discount  stores  with 
same  name,  orange-and-blue  decor 
logo  that  will  become  familiar  in  the 
"High  inflation  rates,"  says  Fritz  Tee 
the  Tengelmann  Group  executive 
ported  to  head  up  the  Plus  effort,  ": 
customers  looking  for  bargain  prices. 

There's  no  doubt  about  that.  Nc 
there  any  doubt  that  A&P  is  lool 
better  lately.  In  the  first  half  of  197 
earned  a  pretax  profit  of  $6.1  millioi 
sales  of  $3.3  billion.  That's  a  wafer- 
margin — less  than  0.02% — but  a  dec 
improvement  over  the  first  half  of  lj 
when  it  lost  $16.8  million  on  sale 
$3.7  billion. 

But  whether  there  is  good  mone" 
catering  to  bargain  hunters  alone 
question  Plus  has  yet  to  answer.  The 
benefits  of  the  operation  are  undenie 
But  customers  will  have  to  shop  t 
where  as  well  for  their  week's  groce: 
and  that  means  time — and  gasoline. 

Finally,  as  A&P  has  good  reasot 
remember,  the  competition  doesn't 
still.  While  much  of  the  movemen 
the  supermarket  business  has  been 
ward  larger  stores  boasting  big  delica 
sen  sections  and  more  nonfood  iterc 
countertrend  toward  smaller  stores  \ 
limited  inventories  has  been  evident 
some  time  (Forbes,  June  1,  1977] 
mart,  the  big  variety  retailer,  has 
nounced  plans  to  enter  the  discount 
eery  game. 

None  of  this  bothers  Fritz  Tee 
"The  U.S.  is  a  big  country.  Our  strai 
is  planned.  We  are  ready  to  fight." 

He  will  have  to.  ■ 
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Transway's  Going  Places! 


1  In  Freight 
Forwarding  n 

2  In  Marine  ^ 
Transportation 

3  In  Trailer 
Manufacturing 

4  In  Liquefied 
Petroleum  Gas 


Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  10017 


vydec  4000  series  word 
processors  feature  the 
world's  first  two-full-pase 
display  screen. 


Qwip  Two  facsimile 
machines  can  send  or 
receive  words,  pictures, 
charts  and  graphics  over 
the  telephone  in  just 
two  minutes. 


Qyx,  The  Intelligent  Typewriter, 
lets  you  add  memory; 
display  or  communications. 
So  Qyx  can  grow  smarter 
without  growing  larger. 


Zilog  MCZ-1/70  microcomputers 
can  support  five  terminals, 
giving  multiple  users 
access  to  the  same  information. 


WE'RE  MAKING  IT 

EASIER  FOR  YOU  TO 
DO  BUSINESS. 

We  are  Exxon  Information  Systems  companies.  V/dec,  Qwip, 
Qyx,  and  Zilog. 

Into  our  products  go  the  most  advanced  technologies 
in  information  processing,  communications  and  storage.  Out 
of  them  come  easier,  faster,  more  efficient  ways  for  you  to  do 
business. 

Vydec®  for  example.  V/dec,  Inc.  just  introduced  the 
V/dec  4000  series... the  first  19-inch  two-full-page  display 
word  processor  The  4000  lets  you  work  with  up  to  6,000 
characters  on  the  screen  at  one  time. 

Qwip@  facsimile  machines  speed  paperwork  across 
town  or  cross-country  in  just  two  minutes.  Because  Qwip  is 
used  with  your  telephone,  sending  copies  from  "here"  to 
"there"  is  as  simple  as  dialing  your  destination. 

Qyxf  The  Intelligent  Typewriter,"  has  electronic  modules 
that  let  you  add  memory,  display  or  communications.  So  Qyx 
gets  smarter  without  getting  bigger. 

Zilog,  Inc.  makes  highly  flexible  microcomputer  systems 
that  can  use  five  high-level  languages.  So  Zilog®  microcom- 
puters have  the  versatility  for  a  broad  range  of  business  and 
industrial  applications  at  a  very  low  cost. 

To  learn  more  about  our  products  and  how  they  can 
make  it  easier  for  you  to  do  business,  just  call  800-631-8181 
toll  free.  In  New  Jersey,  call  800-452-9300. 

E7j(pN  Information  Systems 

Qwip  and  Qyx  are  divisions  of  Exxon  Enterprises  Inc. 


We're  easing  the  squeeze  in  the  Suez  Canal  with 
air  traffic  control  technology. 


We  a/so  profit  from 
change  in  hydrau- 
lics for  mining... 


Eaton  electronic  traffic  management  systems. 
They  help  direct  traffic  into  busy  airports.  Soon 
one  will  keep  traffic  moving  in  the  Suez  Canal. 

That  means  22,000  vessels  a  year 
-  including  30%  of  the  world's  tanker 
fleet- will  get  the  information  they  need 
to  steer  clear  every  crowded  mile  be- 
tween Suez  and  Port  Said. 

Designed  and  built  by  Eaton's  AIL 
Division,  this  Vessel 
Traffic  Management 
System  combines 


clutches  and 
adjustable  speed 
drives... 


ultra-high  resolution  radar  with  sophis- 
ticated communications,  a  precise 
ship-locating  system,  and  a  computer- 
ized operations  center.  The  result:  a 
new  level  of  efficiency  and  safety  in 
busy  ports  from  Alaska  to  San  Fran- 
cisco, from  New  York  to  the  Mideast. 

Technological  leadership  like  this  h°ns^afrmr,ndi 
has  helped  Eaton  grow  to  an  annual 
rate  of  $3  billion  in  sales.  For  the  complete  story, 
write:  Eaton  Corporation,  100  Erieview  Plaza, 
Cleveland,  Ohio  441 14. 


and  sophisth 


iw  ya  gonna  keep  'em  away  from  the  farm 
*er  they've  seen  . . . 


$3,500 
an  acre 


in  northwest  Missouri  owned  by  absentee  landlord 

enants  and  contractors  replacing  Jefferson's  "chosen  people  of  God"? 


WHO  IS  RUNNING  UP  THE  PRICE  of 
American  farmland?  Not  Arab 
sheikhs  and  German  bankers. 
According  to  Department  of  Agriculture 
figures,  foreigners  own  less  than  one-half 
of  1%  of  domestic  farm  acreage.  But 
someone  is  buying  and  a  lot  of  it  has  to 
be  speculation.  An  acre  of  prime  farm- 
land can  cost  $3,500  these  days,  and  the 
rent  the  buyer  receives  per  acre — around 
$150  a  year — won't  even  cover  half  the 
interest  and  expense  costs.  (Given  a 
$3,500-per-acre  price  tag,  with  a  60% 
loan,  at  an  interest  rate  of  1 1  %  and  a  3% 
amortization,  the  debt  service  on  an  acre 
will  be  $294  even  before  taxes.)  What  is 
moving  an  increasing  number  of  doctors, 
lawyers,  merchants — and  farmers — to 
grab  up  this  highly  priced  land  is:  the 
conviction  that  whatever  you  buy  now, 
somebody  else  will  be  willing  to  buy  for  a 
lot  more  later. 

Whatever  the  merits  of  farmland  as  a 
hedge  against  inflation,  a  lot  of  people 
think  it's  the  hottest  one  around.  That 
fact  is  contributing  mightily  to  a  change 
in  the  nature  of  land  tenure  in  the  U.S. 
Where  once  the  vast  heartland  of  Amer- 
ica was  largely  in  the  hands  of  the  people 
who  worked  the  land,  these  days,  accord- 
ing to  a  recent  USDA  survey,  at  least 
20%  of  U.S.  agricultural  land  is  owned  by 
absentees.  That  figure  is  probably  low, 
because  the  survey  only  counts  as  absen- 
tees owners  living  outside  the  county 
where  the  land  is  located.  Even  more 
significant,  the  survey  indicates  that  as 
much  as  35%  to  40%  of  all  U.S.  farmland 
acreage  is  farmed  by  tenants. 

That  means  that  freeholding  farmers 
are  giving  way  to  tenant  farmers,  which 
some  alarmists  see  as  the  rise  of  a  kind  of 
serfdom — albeit  rather  gold-plated  serf- 
dom. Where  once  the  tenant  could  aspire 
to  own  the  land  he  worked,  these  days 
farmland  prices  have  risen  so  much  that 
a  lot  of  young  farmers  without  capital 
may  never  accumulate  enough  to  buy 
their  own  land. 

However,  farmers  who  own  their  land 
are,  needless  to  say,  not  unanimous  in 
their  opposition  to  the  speculation  that 
has  run  up  the  value  of  their  holdings. 
From  the  1920s  to  the  mid-1950s,  the 
price  of  farmland  was  pretty  much  linked 
to  prices  of  crops  (though  there  have 
been  speculative  binges  before).  But  be- 
ginning in  1955,  prime-land  prices  have 
been  climbing,  largely  without  regard  to 
net  farm  income.  Since  1971,  midwest 
farmland  prices  have  increased  about 
30%  a  year.  In  Indiana,  farmland  is  up 
300%  since  1971,  in  Illinois  315%  and  in 
Iowa  about  300% . 

It's  doubtful,  therefore,  that  farmers 
will  pressure  their  legislators  to  stop  a 
development  that  has  put  a  lot  of  new 
wealth  on  their  books  if  not  in  their 
pockets.  True,  they  tend  to  talk  against 
"the  corporate  farm"  and  foreigners 
who,  it  is  rumored,  arrive  with  satchels 
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full  of  cash.  Says  Edward  Andersen,  a 
dairy  and  grain  farmer  who  owns  140 
acres  and  rents  another  560  acres  in  Ne- 
braska, "The  fact  remains  that  selling 
the  land  on  a  contract  basis  has  created  a 
new  demand  for  property.  It  doesn't 
bother  me  too  much  if  it's  an  individual 
coming  in.  But  if  it  is  one  of  those  large 
corporations  that  move  in  and  buy  land, 
then  nine  out  of  ten  times  these  large 
tracts  will  never  again  return  to  family 
farming." 

The  family  farm  has  been  a  sacred 
entity  ever  since  Thomas  Jefferson  called 
farmers  "the  chosen  people  of  God." 
That  subject  is  sure  to  be  on  the  agenda 
when  Secretary  of  Agriculture  Bob  Berg- 
land  holds  17  meetings  from  Vancouver, 
Wash,  to  Tallahassee,  Fla.  starting  later 
this  month.  Of  course  saving  the  family 
farm  has  always  been  a  made-to-order 
political  issue,  but  these  meetings,  while 
covering  old  territory,  can't  overlook 
land  speculation — both  by  investors  and 
farmers. 

Farmland,  as  an  alternative  to  gold  and 
Swiss  bank  accounts,  has  changed  the 
dynamics  as  well  as  the  economics  of 
farming.  The  average  annual  return  on 
midwest  farm  acreage  during  the  last  de- 
cade has  run  to  around  3%  to  3Vz%, 
which  still  made  it  possible  to  recover 
the  cost  of  farmland  from  its  use  and 
appreciation.  But  with  prices  as  high  as 
they  now  are  it  seems  unlikely  that, 
within  the  next  20  years,  farmland  will 
return  much  more  than  1  Vz  %  on  current 
land  prices. 

All  of  which  means  that  few  people 
who  put  their  money  into  farmland  can 
expect  to  recover  their  full  capital  costs 
from  farming  any  more  than  speculators 
in  the  stock  market  expect  to  recover 
their  investment  from  dividends.  The 
rise  of  absentee  owners  and  tenants  has 
created  a  two-tier  structure  of  ownership 


Farmland  and  free-lance  farmer 
The  rich  Missouri  farmland  above  has 
been  bringing  forth  its  bounty  for  cen- 
turies, but  the  contract  farmer  below, 
poised  on  his  $80,000  combine,  is 
something  new:  a  'free-lancer"  who 
moves  from  farm  to  farm  hiring  out  his 
services  to  management  companies 
like  Oppenheimer  Industries, 


and  operations — three-tier  if  you  include 
the  management  companies  interposed 
between  owners  and  operators  to  make 
sure  that  the  orthodontists  and  other 
nonfarmers  who  own  the  land  get  what's 
coming  to  them  from  farming  and  from 
tax  shelters. 

These  absentee  owners  are  able  to 
shelter  nonfarm  income  in  fairly  obvious 
ways — through  the  usual  deductions  for 
depreciation  and  the  10%  investment 


tax  credit  as  well  as  interest  and  op 
ing  costs.  When  the  property  is  even 
ly  sold,  of  course,  these  writeoffs  ar 
captured  and  taxed  as  long-term  cat 
gains  rather  than  as  ordinary  incom 
addition,  working  farmers  are  allowi 
operate  their  property  on  a  cash  accc 
ing  basis  and  therefore  can  manipi 
their  loans  and  crop  sales  from  one 
year  to  another  to  reduce  their  taxe9 

But  the  tax  benefits,  substantia 
they  may  be  in  some  instances,  are 
what  farmland  speculation  is  all  at 
Inflation  protection  is  really  the  nan 
the  game.  The  rub  is  that  farmlar 
too  important  to  put  at  the  mere 
speculators  and  inflation-hedgers; 
only  our  food  supply  but  much  of 
balance  of  trade  depends  upon  it. 
how  do  you  stop  speculation  withou 
fringing  on  the  property  rights  ofi 
farmers  themselves? 

There  are  two  ways  of  looking  at 
situation.  You  can  argue  that  a  fai 
need  not  own  the  land  he  works 
more  than  a  shopkeeper  need  owni 
building  that  houses  his  business — a 
that  matter,  a  magazine  need  own 
press  it  is  printed  on.  Why  can't 
farmer  just  rent  the  land  and  the  mac 
ery,  this  argument  asks,  in  the  same 
as  any  other  businessman  leases  p 
and  equipment? 

The  other  argument  would  say 
with  the  risks  and  the  hard  work 
volved  in  farming,  few  farmers  can 
out  the  ups  and  downs  of  crop  pi 
unless  they  have  the  protection  of  a 
ing  their  own  land.  Not  only  does 
ownership  free  them  from  paying  rer 
gives  them  a  kind  of  subsidy  from 
appreciation  in  the  price  of  the  land. 

This  is  not  a  trivial  debate.  Un 
inflation  can  be  checked  and  investm 
redirected  to  more  normal  channels, 
will  be  hearing  a  great  deal  more  of  it 
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Let's  not  pull  the  plug  on 
the  best  energy  available. 


Electricity  is  today's 
best,  most  usabie  form  of 
energy.  And  it  can  be  pro- 
duced from  many  different 
sources.  In  the  Middle  South 
System,  our  energy  base  is 
being  built  on  a  diversity  of 
fuels— nuclear,  coal,  gas  and 
oil.  But  because  we  don't  want 
to  rely  unduly  on  diminishing 
supplies  of  gas  and  oil,  we're 
moving  more  and  more  toward 
nuclear  and  coal  units.  We 
have  two  nuclear-fueled 


generating  units  in  operation 
—one  of  which  was  our 
region's  first— and  three  more 
under  construction.  By  1990, 
we'll  have  10  coal-fired  units 
in  operation.  Coal  and  nuclear 
—these  are  the  energy  sources 
that  can  power  the  country 
until  other  alternatives,  such 
as  solar,  geothermal,  breeder 
reactors  and  fusion,  can  be 
fully  developed. 

At  Middle  South,  making 
energy  that  makes  sense 


means  making  the  most  of 
what  we've  got.  And  that's  coal 
and  nuclear  fuel. 

MIDDLE 
SOUTH irfL 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc 


MAKING  ENERGY  THAT  MAKES  SENSE 


An  airplane  that 

raises  property  values. 


Ideas 

in  flight 


That's  quite  a  remarkable  statement. 

But  then  our  new  DC-9  Super  80  is  a  remarkabl 
quiet  aircraft.  When  it  takes  off  or  lands,  the  high- 
noise  area  around  the  airport  will  be  one-fifth  the 
size  it  is  with  today's  comparable  aircraft.  With  less 
noise,  homes  near  airports  become  more  desirable. 
More  valuable. 

The  Super  80  will  be  remarkably  economical, 
too.  It  will  use  less  fuel  per  passenger  than  any  othe 
standard-cabin  jetliner.  And  it  offers  surprising 
comfort:  Seats  on  the  Super  80  will  be  every  bit  as 
wide  as  those  on  jumbo  jets. 

DC-9  Super  80  airliners  will  enter  service  in  198C 


Giving  the 
space  program 
a  boost. 


The  time  is  the  mid-1980s,  aboard  the  orbiting 
NASA  Space  Shuttle.  On  command,  the  Shuttle's 
cargo  bay  doors  swing  open  and  our  PAM  rocket, 
carrying  a  satellite,  springs  from  the  hold.  Spinning 
like  a  top,  it  stabilizes,  then  accelerates  toward  an  orbit 
far  out  in  space. 

On  board?  Perhaps  a  new  satellite  to  speed  world  com- 
munications or  help  guide  ships  and  planes.  Sensitive  instru- 
ments to  probe  for  new  Earth  resources  or  watch  our  weather 
Whatever  the  mission,  PAM  will  deliver. 


A  filling  station 
with  wings. 


The  U.S.  Air  Force  has 

selected  our  DC-10  as  its  new  tanker/cargo  plane 
—  a  filling  station  with  wings. 

The  KC-10A  can  carry  more  than  180  tons  of 
fuel  —  twice  its  own  weight  —  across  the  Atlantic  to 
refuel  thirsty  fighter  planes,  and  then  fly  home.  As  a 
freighter,  it  can  deliver  170,000  pounds  of  cargo 
4500  miles. 

With  world  security  so  dependent  on  moving  men 
and  machines  quickly,  this  new  version  of  the  DC-10  is 
an  important  new  addition  to  the  Air  Force. 


Were  showing  the  way  for 

Americas  Cruise  Missile. 


The  assignment:  Guide  a  missile  moving  at  nearly 
the  speed  of  sound  through  valleys,  over  or  around 
mountains,  across  water.  Keep  it  low,  right  down 
near  the  treetops,  so  it  won't  be  detected.  And  put 
it  right  where  you  want  it  — a  hundred,  maybe  a 
thousand  miles  away. 

We've  done  it,  with  a  guidance  system  for 
America's  land,  sea,  and  air-launched  cruise  missiles. 


Flight.  A  key  capability  at  McDonnell  Douglas.  But 
certainly  not  the  only  one.  Our  booklet/'Surprising 
But  True"  will  tell  you  more  about  the  work  we  do. 
For  your  copy,  write  to  us  at  Box  14526,  St.  Louis, 
MO  63178. 


A  JOB?  LET  S  SWAP  RESUMES  SEND  YOURS,  WE  LL  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER  WRITE  BOX  14526  ST  LOUIS.  MO  631 78 


Is  family  management  suitable  to  a  $1  billion 
corporation  when  the  patriarch  is  gone?  The 
Newhouse  clan  is  going  to  find  out. 


Newhouse, 
after  Newhouse 


By  Jefferson  Grigsby 


Sitting  in  his  shirtsleeves  in  his  un- 
pretentious offices  in  the  Conde  Nast 
building,  Samuel  I.  (Si)  Newhouse  Jr.  is 
waiting  for  his  brother  Donald,  who  has 
been  delayed  in  Manhattan's  busy  cross- 
town  traffic.  He  makes  some  small  talk 
with  a  Forbes  reporter  about  a  few 
haunting  lines  from  Citizen  Kane*  the 
great  old  Orson  Welles  film  inspired  by 
the  life  of  the  late  William  Randolph 
Hearst.  It  prompts  him  to  reflection. 

'Spoken  hy  actor  Everett  Sloan,  "Bernstein, "  in  tlx  movie 
"One  day,  back  in  1896,  I  was  crossing  over  to  Jersey  on 
the  fern,  and  as  we  pulieil  out.  there  was  another  fern' 
pulling  in.  and  on  it  there  was  a  girl  uniting  to  get  off  A 
white  dress  slje  had  on  Six  was  earning  a  white  parasol 
I  only  saw  her  for  <>>u  second  Six'  didn't  see  me  at  all 
But  I'll  bet  a  month  hasn't  gone  by-  since  that  I  haven't 
thought  oj  that  girl. ..." 


"You  know,"  Si  Newhouse  says  after  a 
thoughtful  pause,  "you're  not  going  to 
find  any  Citizen  Kane  here." 

Yet  if  the  Newhouses  have  never  at- 
tained the  power  or  the  notoriety  of 
Hearst,  they  have  built  a  newspaper  em- 
pire that  puts  Hearst's  in  the  shadow. 
This  year,  Newhouse's  29  newspapers, 
the  20  U.S.  and  overseas  magazines  of  its 
Conde  Nast  subsidiary,  and  its  broadcast 
and  cable  TV  operations  will  probably 
gross  about  $1.2  billion  and  earn  from 
$130  million  to  $140  million  in  aftertax 
profits — second  among  U.S.  newspaper 
chains  only  to  Times  Mirror  Co.,  accord- 
ing to  analyst  ].  Kendrick  Noble  of  Paine 
Webber  Mitchell  Hutchins,  in  both  rev- 
enues and  earnings. 

At  current  market  prices — by  the  most 
conservative     gauge — the  Newhouse 


properties  are  worth  well  over  $1  bi 
They  are  unencumbered  by  a  penj 
debt  and,  except  for  a  49%  minorii 
terest  in  a  paper  mill,  100%-owne 
the  Newhouse  family  or  by  trusts 
control.  If  this  is  not  the  most  vah 
private  corporate  property  in  the  c 
try,  it  is  certainly  right  up  amonj 
most  valuable. 

Since  the  death  of  founder  S.I 
house  Sr.  last  August,  his  sons,  Sj 
and  Donald,  SO,  have  been  the  two 
executives  of  the  Newhouse  operatj 
Both  are  slight,  soft-spoken  men 
their  father,  but  there  are  difference 
tween  them.  Si  is  an  informal,  yout 
looking  man  with  a  taste  for  the 
Donald  is  more  rigorous  and  precis 
reputation  a  newspaper  executive 
lives  chiefly  for  the  newspapers. 

News  of  old  Sam's  death  must  ha\ 
investment  bankers  and  acquisij 
minded  corporate  executives  droq 
But  they  needn't  bother.  Any  prospe 
going  public  is  "nonexistent,"  Si  si 
"there  is  no  possibility  of  it."  His  fj 
saw  to  that;  for  more  than  40  year 
had  been  transferring  pieces  of  his  j 
erties  to  his  family.  Under  his  will 
nonvoting  shares  of  the  1,000  shar 
Advance  Publications,  Inc.,  holding 
pany  for  his  properties,  will  be  di\ 
among  his  heirs.  A  portion  goes  u 
widow,  Mitzi,  a  portion  will  be  redee 
out  of  corporate  cash  by  Advance  tfl 
estate  taxes  and  a  portion  goes  to  t 
for  Si's  and  Donald's  six  children.  Th 
voting  shares  of  Advance  stock  thr 
which  Sam  Newhouse  controlled  e 
thing  else  go  to  another  trust,  whose 
trustees  are  his  two  sons. 


Newhouse  Newspapers'  two  chief  executives:  Si  Newhouse  (left)  and  his  brother  Donald 

Running  a  billion-dollar  corporation  with  a  coalition  that  is  half  early  Rothschild,  half  corner  store. 
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S Introducing: 
^olar. 
rrench  Fries. 


American  fingers  pop 
some  260,000  pounds 
of  frozen  french  fries 

American  mouths 
^every  day. 

Before  they're 
frozen,  all  those 
\  fries  have  to 
|\  be  cooked 
■\  in  boilinq 
M  oil. 


Keep 
that  oil  hot 
uses  a  lot 
of  energy,  so 
a  company 
called  TRW 
and  the  Depart- 
ment of  Energy 
decided  to  put  the 
sun  to  work  — french 
frying  potatoes  at  a 
potato  processing  plant 
in  Oregon. 

how  with  the  help  of  a 
TRW-designed  solar  energy 
system,  this  plant  is  cooking 
up  the  country's  first  solar 
french  fries. 


Perched  on  the 
roof  of  the  plant 
are  solar  collectors. 
Their  job  is  to  soak 
up. enough  Oregon 
sunshine  to  generate 
425°F  of  industrial 
steam  — which  is 
what  it  takes  to  heat 
the  900  gallons  of 
cooking  oil  needed 
to  fry  20,000  pounds  of 
potatoes  every  hour. 

TRW  engineers  had  to 
design  a  system  that  uses 


water  as  the  heat  transfer 
liquid,  yet  still  provides 
the  high  efficiency  the 
process  must  have. 

What  we  came  up  with 
is  a  solar  steam-genera- 
ting system  that's  both 
efficient  and  safe  for 
food  processing. 

Everybody  always 
knew  the  sun  could 
make  the  sidewalks  hot 
enough  to  fry  eggs  on. 

Now  it's  french  frying 
potatoes  —  by  the  ton! 


A  COMPANY  CALLED 

TRW 


Wills  and  documents  propose  but  hu- 
man beings  dispose.  Can  the  family  hang 
together  with  the  patriarch  gone?  For  all 
that  the  brothers  have  voting  control, 
the  entire  operation  is  based  upon  a  fam- 
ily coalition  that  seems  to  be  half  early- 
Rothschild  and  half  corner  grocery  store. 
No  fewer  than  1 1  family  members  over- 
see Newhouse,  each  with  his  own  turf. 
Says  Donald:  "I  don't  make  decisions 
involving  the  enterprises  other  family 
members  handle  and  they  don't  make 
decisions  on  the  operations  I  handle. 
There  are  only  a  limited  number  of  deci- 
sions where  we  really  must  consult  and 
come  to  a  common  understanding." 

There  is  considerable  autonomy,  too, 
for  the  nonfamily  operating  manage- 
ment of  Newhouse  properties — editors, 
publishers  and  business  managers.  But 
they  can  expect  to  see  Newhouses  fre- 
quently. The  family  keeps  in  touch  with 
its  vast  empire  by  ceaseless  travel. 

Si  is  chairman  of  Conde"  Nast  Publica- 
tions and  regularly  visits  two  large  New- 
house  newspapers — the  St.  Louis  Globe- 
Democrat  and  Cleveland  Plain  Dealer. 

Brother  Donald  is  chief  operating  offi- 
cer of  the  Newark,  N.J.  Star  Ledger  and 
travels  to  five  other  Newhouse  newspa- 
pers in  New  York  and  Pennsylvania. 

An  uncle,  Norman  Newhouse,  73,  lives 
in  New  Orleans,  home  of  the  family- 
owned  Times-Picayune  and  States-Item ;  he 
also  visits  Cleveland,  as  well  as  proper- 


ties in  Mississippi  and  Alabama.  An- 
other uncle,  Ted,  76,  visits  Portland's 
Oregon  Journal  and  Oregon ian ,  and  New- 
house  papers  in  Springfield,  Mass. 

Two  cousins,  Richard  E.  Diamond,  45, 
and  Robert  Miron,  42,  also  are  active: 
Diamond,  operates  the  Staten  Island, 
N.Y.  Advance,  the  original  Newhouse 
newspaper,  and  visits  the  eight-newspa- 
per Booth  chain  in  Michigan,  its  largest 
single  acquisition;  Miron  is  an  executive 


By  the  most  conservative 
standards,  the  Newhouse 
properties  are  worth  well  over 
$1  billion.  They  are  unencum- 
bered by  a  penny  of  debt  and, 
except  for  a  49%  interest  in  a 
paper  mill,  100%- owned  by 
the  Newhouse  family  or  by 
trusts  they  control. 


in  Newhouse  Broadcasting  Corp. 

Younger  Newhouses  are  scattered 
throughout  the  operations — Norman's 
sons  Mark,  31,  Jonathan,  27,  and  Peter, 
29;  Si's  eldest  son,  Sam  IE,  28;  and  Don- 
ald's son  Steve,  22.  And  even  younger 
sons — and  daughters — are  still  in  school 
but  coming  along. 

The  founder  of  all  this  began  life  as 
what  we  would  now  call  an  underprivi- 
leged child.  S.I.  Newhouse  Sr.  was  born 


in  1895  in  a  tenement  on  New 
Lower  East  Side,  the  son  of  Jewish 
grants,  and  grew  up  in  grinding  pi) 
in  Bayonne,  N.J.  Hired  by  a  lawyer ; 
week  at  the  age  of  16,  he  took  ov 
faltering  Bayonne  Times  for  his  emi 
after  its  owner  defaulted  on  a  not 
put  it  in  the  black.  Having  learne 
trade,  Newhouse  in  1922  was  re^ 
buy  the  Staten  Island  Advana 
$98,000. 

For  the  next  54  years  he  would 
buying.  The  targets  kept  getting  bij 
the  Newark  Star-ledger  in  the 
1930s,  the  Portland  Oregonian  in 
the  Globe-Democrat  in  1955,  Conde 
(Vogue,  Glamour,  House  &  Garden,  . 
moiselle,  Self,  Bride's,  Gentlemen's  Qu 
ly)  in  1959,  the  New  Orleans  pap 
1962,  the  Plain  Dealer  in  1967. 

His  largest  acquisition — and  th 
gest  up  to  that  time — was  the  1974 
chase  of  Michigan's  84-year-old  i 
Newspapers  for  $305  million.  New 
picked  up  17%  of  Booth's  stock 
Whitney  Communications,  which 
when  Booth  bought  the  Sunday  s\\ 
ment  Parade  in  1973,  and  anothe 
from  a  charitable  foundation.  The  f, 
would  have  been  perfectly  content 
that,  Si  and  Donald  contend.  But 
panicky  Booth  directors  sought  ov. 
Times  Mirror  Co.  as  a  white  ki 
Newhouse  topped  the  $40-a-share 
and  bought  Booth  at  $47  a  share. 


Rexnord... 

our  equipment 

meets  tough 

operating 

requirements 

in  lumber 

and  paper  mills.. 
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Today,  lumber  and  paper  mill  opera- 
tors demand  equipment  that  can  stand 
up  to  shock,  abrasion,  corrosion  and 
vibration,  keep  downtime  down. 

That's  why  the  forest  products  in- 
dustry relies  on  Rexnord  equipment 
and  components.  It's  all  engineered  to 


take  on  challenges,  anywhere  in 
world. 

Many  other  industries  look  to  I 
nord  as  a  leader  in  problem  solv 
from  food  processing  to  construe 
mining  and  environmental  contrc 
aerospace  and  petrochemicals. 


les  E.  Sauter,  then  Booth  president, 
it  out  for  almost  two  years  and 
left  to  practice  law.  He  recalls  New- 
:-style  management:  "We  were  just 
ig  from  two  different  worlds,  that's 
Vhen  you  have  Newhouses  going 
id  and  seeing  all  the  local  papers  all 
me,  it  becomes  apparent  where  the 
r  lies  and  pretty  soon  nobody  pays 
.  attention  to  the  corporate  head- 
ers." Sauter 's  three  top  executives, 
little  to  do,  rapidly  left.  In  1978  he 
/ed.  Significantly,  however,  local 
■s  and  publishers  stayed  on:  New- 
:  is  consistent — local  autonomy, 
y  control  at  the  top. 
□  Newhouse  properties  have  failed: 
,ong  Island,  N.Y.  Star  Journal  in 
and  the  Long  Island  Press  in  1977. 
were  no  match  for  the  powerhouse 
Island  Neu'sdav,  now  part  of  the 
5  Mirror  Co.  And  industry  sources 
ier  the  St.  Louis  Globe-Democrat , 
Mew  Orleans  papers,  the  Jersey  Jour- 
l  Jersey  City,  N.J.  and  the  Staten 
\  Advance  to  be  less  profitable  than 
;ould  be. 

!  biggest  problem  the  family  must 
vith,  however,  has  to  do  with  the 
;ing  nature  of  communications, 
papers  still  have  about  $14  billion 
:  estimated  $50  billion  or  so  spent 
Ivertising  annually  in  the  U.S. — 
than  radio  and  television  put  to- 
r — but  historically  the  proportion 


has  eroded  slightly  and  newspapers  now 
face  more  competition  than  ever  before, 
especially  in  big-city  markets.  Newspa- 
pers seem  to  have  survived  the  television 
challenge,-  the  printed  word  still  has  ad- 
vantages over  the  image  on  the  tube.  But 
even  in  print,  newspapers  face  new  chal- 
lenges, chiefly  a  wave  of  shoppers  and 
pennysavers  (Forbes,  Oct.  15). 

In  New  Orleans,  the  Times- Picayune 
and  States-Item  are  ringed  by  the  six  "con- 


Ne  who  use  picked  up  17%  of 
Booth's  stock  from  Whitney 
Communications  and  another 
8%  from  a  charitable  founda- 
tion. The  family  was  content 
with  that.  Si  and  Donald  con- 
tend, until  panicky  Booth  di- 
rectors sought  out  Times  Mir- 
ror as  a  white  knight. 


trolled-circulation" — i.e.,  free — weeklies 
of  Cox  Enterprises'  Guide  Newspaper 
Corp.  Says  Guide  General  Manager  Jo- 
seph Howard,  a  former  W.T.  Grant  dis- 
trict manager:  "We're  not  shoppers, 
we're  newspapers.  If  you  want  to  read 
about  the  World  Series,  that's  not  our 
job.  If  you  want  to  read  about  the  athletic 
teams  in  the  grammar  schools  and  the 
high  schools,  that  is  our  job."  The  six 
Guide  editions,  says  Howard,  have  dou- 


bled their  advertising  lineage  in  the  last 
four  years  at  rates  not  that  far  from  the 
Times-Picayune's  and  States-Item's  $1.15- 
per-line  general  rate  and  now  have  an 
overall  circulation  of  259,000. 

In  St.  Louis,  concedes  Si  Newhouse, 
the  Globe-Democrat  has  lost  its  food  ad- 
vertising to  free  weeklies,  and  "our  costs 
are  so  high  that  it's  very  difficult  for  us  to 
compete." 

Rightly  or  wrongly,  the  brothers  have 
decided  that  the  best  way  to  fight  back  is 
to  strengthen  their  newspapers  rather 
than  branch  out  into  shoppers  them- 
selves. Both  by  preference  and  necessity, 
the  Newhouses  have  ruled  out  or  restrict- 
ed themselves  in  some  traditional  ave- 
nues of  diversification.  Last  December, 
for  example,  they  agreed  to  sell  off  five 
television  stations,  in  cities  where  they 
also  own  newspapers,  to  the  Times  Mir- 
ror Co.  for  $82  million;  the  government, 
they  figured,  would  eventually  order 
them  divested.  As  for  shoppers  and  free 
weeklies,  "if  we're  going  to  acquire  new 
businesses,"  says  Si  Newhouse,  "they'll 
be  ones  that  wouldn't  involve  us  in  such 
a  quantitative  increase  that  we  lose  the 
personal  touch."  There  are  only  so  many 
hours  in  the  day,  and  only  so  many  prop- 
erties even  an  army  of  Newhouses  can 
get  around  to  visit. 

There  are  other  built-in  limitations  to 
the  Newhouse  style.  Newhouse  dropped 
out  of  the  bidding  for  Delaware's  Wil- 


and  reduces  maintenance  cost. 


learn  more  about  Rexnord,  ask 
Dpies  of  our  annual  report  and 
orporate  brochure.  Write  W.  C. 
inger,  Chairman,  Rexnord  Inc., 
Jox  2022,  Milwaukee,  Wisconsin 
I. 


Rex  belt  conveyor  idlers  assure  reliable  per-  Carrier  vibrating  conveyors  screen  and  sep- 
formance  on  wood  chip  conveyors.  arate  sawdust  and  refuse  while  conveying. 

Rex  welded  steel  chains  are  ruggedly  de- 
signed to  stand  up  under  rough  service. 
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The  Newhouse  holdings 


The  29  daily  newspapers  that  are  the  heart  of  the  Newhouse 
fortune  have  a  total  daily  circulation  of  3.2  million.  In 
addition,  the  family  owns  seven  Conde  Nast  magazines 


with  U.S.  circulation  of  6.1  million,  the  Sunday  sup 
ment  Parade,  radio  and  television  stations  and  cable 
interests.  The  properties: 


Newspapers 


Alabama 

Birmingham  News 
Huntsville  Times 
Huntsville  News 
Mobile  Press 
Mobile  Register 

Circulation 
174,810 
51,077 
14,236 
56,205 
48,052 

Louisiana 

New  Orleans  Times-Picayune 
New  Orleans  States-Item 

210,846 
115,409 

Massachusetts 

Springfield  News 
Springfield  Union 

78,175 
75,022 

Michigan 

Ann  Arbor  News 
Bay  City  Times 

Pli  nf  J r\i i  tti n  J 
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Grand  Rapids  Press 
Jackson  Citizen  Patriot 
Kalamazoo  Gazette 
Muskegon  Chronicle 
Saginaw  News 

41,873 
41,050 
1  04  3^ 
125,545 
37,588 
58,180 
45,296 

Of,  i  J  / 

Mississippi 

Mississippi  Press-Register 

22,351 

Missouri 

St.  Louis  Globe-Democrat 

261,919 

New  Jersey 

Jersey  City  Jersey  Journal 
Newark  The  Star-Ledger 

73,151 
411,443 

New  York 

Staten  Island  Advance 
Syracuse  Herald-Journal 
Syracuse  Post  Standard 

71,839 
121,792 
85,655 

Ohio 

Cleveland  Plain  Dealei 

379,169 

Oregon 

Pennsylvania 

Magazines 

Conde  Nast 


Portland  Oregon  Journal 
Portland  Oregonian 
Harrisburg  News 
Harrisburg  Patriot 


Vogue 
Glamour 
House  &)  Garden 
Mademoiselle 
Self 

Gentlemen's  Quarterly 
Bride's 

(plus  British,  French,  Italian  and 
Australian  editions  of  Vogue, 
British  Bride's,  British  and 
French  House  &>  Garden) 

Parade  Publications  (Sunday  supplement) 

Broadcasting 

WSYR-TV,  Syracuse,  N.Y.* 
WSYE-TV,  Elmira,  N.Y.* 
WTPA,  Harrisburg,  Pa.* 
WAPI-TV,  Birmingham,  Ala.* 
KTVI,  St.  Louis,  Mo.* 
WSYR-AM/FM,  Syracuse,  N.Y. 
WAPI-AM/FM,  Birmingham,  Ala. 
WTTA-FM,  Harrisburg,  Pa. 


Cable  TV 


Systems  in  two  states  with  ap- 
proximately 180,000  subscribers 


21,431 


*To  be  sold  to  Times  Mirror  Co.,  subject  to  FCC  approval. 

Sources:  Newspapers,  1978  Editor  &  Publisher  International  Yearbook.  Magazines,  Standard  Rate  &  Data,  Aug.  27,  1979. 


Other  raw  material  industries  rely  c 


:on  Morning  News  and  Evening  Jour- 
st  year,  for  example,  because  pub- 
Andrew  Fisher  was  resigning.  Says 
id:  "We  aren't  set  up  to  supply  man- 
jnt."  Gannett  Corp.  ultimately 
it  the  papers  for  $60  million  and 
d  in  a  new  publisher  from  its  Bing- 
3n,  N.Y.  papers. 

vhouse  has  not  made  a  newspaper 
>ition  since  Booth — nearly  three 
ago.  At  the  same  time,  chains  like 
;  Mirror,  Gannett  and  Knight-Rid- 
ive  been  gobbling  up  newspapers  at 
d  40  times  earnings.  These  com- 
rs  are  also  diversifying  steadily; 
>  Mirror,  for  example,  got  more 
half  its  revenues  and  profits  last 
rom  outside  its  newspapers,  while 
)f  Newhouse  is  still  the  Newhouse 
>apers,  and  in  unguarded  moments 
chouse  is  apt  to  call  everything  else 
iheral."  He  even  includes  in  this 
ption  the  Conde"  Nast  magazine 
ions  he  has  turned  into  a  healthy 
•rise.  Didn't  his  father  say,  long 
The  only  thing  to  do  with  money 
1  in  newspapers  [is]  leave  it  in 
tapers"? 

further  acquisitions  in  newspapers 
;  more  difficult,  too.  Because  of  the 
ih  acquisition  pace,  the  market 
jf  a  good  daily  newspaper  of  30,000 
300  circulation  in  a  monopoly  mar- 
is doubled  in  the  last  five  years, 
ling  to  Atlanta  newspaper  broker 


Paul  Chapman.  Says  he:  "It's  got  to  the 
point  where  it's  hard  to  see  any  justifica- 
tion to  it."  John  Morton,  newspaper  ana- 
lyst for  the  John  Muir  &  Co.  office  in 
Washington,  D.C.  adds:  "It's  practically 
impossible  for  newspaper  prices  to  go 
any  higher  without  a  buyer  asking  him- 
self whether  he'd  ever  make  any  money 
out  of  it." 

It's  easier  to  ask  big  questions  than  it 
is  to  answer  them  and  the  big  question 


Nobody  expects  Si  and  Donald 
ever  to  wind  up  at  logger- 
heads—"I  dont  think  they've 
ever  had  an  argument,"  says 
their  uncle,  Norman  New- 
house.  But  when  all  the  deci- 
sions have  to  be  unanimous, 
they  are  often  apt  to  be  less 
decisive. 


that  almost  shouts  itself  about  the  New- 
house  operation  is  this:  Will  the  heirs, 
in  stubbornly  following  the  founder's 
wise  policies,  stay  too  long  with  those 
policies? 

Sauter,  the  ex-Booth  executive, 
thinks  the  Newhouses  will  have  prob- 
lems attracting  and  keeping  smart  ex- 
ecutives from  outside  the  family.  Soon- 
er or  later  he  says,  bright  young  execu- 
tives will  ask  themselves  where  they 


are  going  to  go  in  the  organization — 
and  leave  when  they  conclude  it's  only 
so  high  and  no  higher. 

For  now,  the  family  is  counting  on 
enough  Newhouses  coming  along  to  pro- 
vide the  top  management.  They've  also 
done  their  best  to  see  that  future  owner- 
ship won't  go  outside:  Long  ago,  the 
principal  stockholders — Si,  Donald,  Ted, 
Norman  and  S.I.'s  widow  Mitzi — signed 
an  agreement  requiring  that  if  any  of 
their  heirs  ever  decide  to  sell,  it  must  be 
to  the  others. 

So  the  future  may  rest  on  what  Donald 
Newhouse  calls  a  matter  of  "lifestyle." 
As  long  as  family  members  are  "working 
in  the  business,  involved  in  it,  enjoying 
it,"  he  says,  the  Newhouse  way  of  run- 
ning a  billion-dollar  corporation  virtually 
without  a  corporate  staff  will  be  viable — 
even  given  the  obvious  dangers  of  a  two- 
man  chief  executive.  Nobody  expects  Si 
and  Donald  ever  to  be  at  loggerheads — "I 
don't  think  they've  ever  had  an  argu- 
ment," says  Uncle  Norman — but  when 
all  decisions  have  to  be  unanimous, 
they're  often  apt  to  be  less  decisive. 

Only  the  closest  cooperation  can  over- 
come that;  the  Newhouses  are  fortunate 
that  so  far  there  are  no  Citizen  Kanes 
around.  Or  as  Norman  Newhouse  puts  it: 
"You  know,  I  don't  think  any  of  us  has 
any  vanity.  And  when  you're  free  of 
vanity,  you're  free  of  a  lot  of  other 
problems."  ■ 


sxnord  for  reliable  performance. 


Rexnord  is  a  company  of  many  facets, 
improving  the  productive  efficiency  of 
cement  mills,  lumber  mills,  mining  opera- 
tions, petrochemical  and  glass  plants. 

Equally  diverse  are  the  products  we 
make.  They  handle  jobs  ranging  from 
positive  fastening  on  machinery  to  water 
conditioning  for  many  processes. 

The  reliability  of  Rexnord  products  are 
sought  out  by  a  wide  range  of  industry: 
from  food  processing  and  farm  imple- 
ments to  mining  and  aerospace. 

To  get  to  know  Rexnord  better,  get  your 
copy  of  our  annual  report  and  our  corpo- 
rate brochure.  Write  W.  C.  Messinger, 
Chairman,  Rexnord  Inc.,  P.O.  Box  2022, 
Milwaukee,  Wisconsin  53201. 

Rex  chains,  bearings  and  other  components 
find  wide  application  in  lumber  and  paper  mills. 


jcket  elevators  deliver  depend- 
jrformance,  assure  long  service 
;ernent  mills. 


Rexnord 
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WORLDWIDE 
HEALTHCARE 

COMMUNITY  BY  COMMUNITY 


to* 


A  A 


All  over  the  world,  the  demand  for  high  quality 
health  care  is  increasing.  AMI,  the  leader  in  inter- 
national health  care  services,  is  growing  to  meet 
these  needs. 

In  addition  to  the  60  hospitals  we  own  or  manage 
internationally,  we're  acquiring  or  developing  facilities 
in  England,  Spain,  Egypt,  Latin  America,  Australia  and 
here  in  the  U.S.  We're  also  providing  the  widest  range 
of  health  care  planning,  technical  and  managerial  sys- 
tems and  services  to  communities  around  the  world. 

Increasingly,  we're  working  on  projects  affecting 
nations  of  people.  Like  training  thousands  of  medical 
support  personnel  in  Venezuela  and  implementing 
a  multi-facility  integrated  health  care  system  for  the 
Acominas  model  city  project  in  Brazil. 

Community  by  community,  here  and  around  the 
world,  AMI's  14,000  health  care  professionals  are 
answering  the  need  for  quality      jmm  «  _  « 
health  care  systems  and  "4^4  Iwl 

services.  It's  a  commitment   J-      The  faten;ational 
we  re  growing  on.  Health  Care 

Services  Company 


©  1979 


American  Medical  International,  414  North  Camden  Drive,  Beverly  Hills,  California  90210 


leral  loans  and  loan  guarantees  are  climbing  to  an  amazing 
50  billion.  So,  asks  Lee  lacocca,  why  shouldn't  we  get  our  share? 


Chrysler  to  the  trough 


By  Fern  Schumer 


didn't  start  with  Chrysler.  It 
idn't  start  with  New  York  City.  It 
idn't  even  start  with  Lockheed, 
al  loans  and  loan  guarantees  are  as 
ican  as  apple  pie.  They  go  to  steel 
anies  and  shipbuilders,  students 
ome  buyers,  railroads  and  minority 
essmen.  And,  of  course,  farmers.  In 
deral  loans  and  loan  guarantees  in 
—according  to  the  President's  own 
:  of  Management  &  Budget — will 
nt  to  $554.1  billion  outstanding, 
if  Chrysler  gets  not  a  cent. 

wonder  new  Chrysler  Chairman 
icocca  feels  miffed  at  the  opposi- 
le's  aroused.  "Chrysler's  request  for 
il  assistance  is  not  without  prece- 
'  he  says  with  obvious  irony.  "Oth- 
npanies  have  gotten  federal  aid,  but 
s  'different.'  The  Federal  Housing 
nistration  loan  guarantees  are  'dif- 
:.'  Everything  is  'different.'  " 
could  have  added  that  federal  loans 
uarantees  outstanding  have  tripled 
1970,  and  the  growth  continues.  In 
the  totals  outstanding  are  expected 
i  12%  from  1979,  on  top  of  a  12% 
iver  last  year.  Every  year  new  feder- 
iponsored  institutions  are  started 
le  National  Consumer  Cooperative 
which  is  authorized  to  spend  $300 
>n  in  the  next  five  years  to  help 
:oops.  The  Small  Business  Admin- 
on  has  just  made  fuel  oil  dealers 
le  for  its  low-interest  loans, 
rse  yet,  this  enormous  rise  has 
d  by  almost  unnoticed.  "The  citi- 
>f  our  country  are  not  being  proper- 
3rmed  as  to  the  extent  of  the  gov- 
tnt's  involvement  in  credit  alloca- 
warns  Nancy  H.  Teeters,  a 
nor  of  the  Federal  Reserve  Board, 
growth  in  federal  credit  is  "un- 
ed  and  uncontrolled,"  according  to 
igressional  Budget  Office  report, 
■ess  is  generous  with  loan  guaran- 
iecause  the  figures  generally  don't 
up  on  the  budget.  "From  a  political 


standpoint,  loan  guarantees  are  a  free 
good,"  says  David  K.  Gillogly,  a  credit 
expert  in  the  Office  of  Management  & 
Budget.  "You  can  do  wonderful  things  for 
people  without  taking  the  heat  for  spend- 
ing money." 

But  there  are  costs.  The  below-market 
interest  rates  that  go  with  federal  largess 
are  a  form  of  subsidy,  says  Teeters.  Be- 
sides, "Since  the  supply  of  credit  is  limit- 
ed, when  certain  groups  obtain  credit 
with  federal  assistance,  other  groups  find 
it  more  difficult  to  do  so,"  she  says. 

This  money  gets  spread  around  more 
than  you  think.  Home  buyers,  farmers 
and  veterans  got  more  than  half  of  the 
guarantees  outstanding.  Of  the  $441.5 
billion  in  federal  loans  and  loan  guaran- 
tees outstanding  last  year,  $20  billion 
went  toward  foreign  and  military  assis- 
tance. But  business  gets  its  share.  The 


shipbuilding  industry  has  $5.2  billion.  A 
special  steel  loan  guarantee  program 
through  the  Commerce  Department  has 
backed  $365.2  million  in  borrowings  by 
five  steel  companies  in  the  last  15 
months,  including  recent  guarantees  of 
$111.1  million  to  LTV's  Jones  &  Laugh- 
lin  Steel  Corp.  and  $100  million  to 
Wheeling-Pittsburgh  (Forbes,  July  9). 
Other  loans  under  the  program  include 
$21.5  million  to  Korf  Industries  of  Beau- 
mont, Tex.;  $42.6  million  to  Phoenix 
Steel  of  Phoenixville,  Pa.;  and  $90  mil- 
lion to  Wisconsin  Steel.  Commerce  esti- 
mates that  52,000  jobs  in  the  steel  indus- 
try have  been  saved  as  a  result  of  those 
five  guarantees. 

Government  agencies  do  a  lot  of  direct 
lending,  too.  The  Export-Import  Bank 
has  $11.5  billion  outstanding  (1978)  to 
help  businesses  compete  overseas.  The 


The  rise  in  "off-budget"  lending 


The  U.S.  Congress  is  generous  in  voting  loan-guarantee  programs  because  the 
figures  don't  usually  show  up  in  the  budget.  No  wonder,  then,  that  the  total 
amount  of  direct  and  indirect  government  loans  has  soared. 


Federal  and  federally  assisted  credit  outstanding  ($  billions) 
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Source.  Special  Analyses:  Budget  of  the  U.S.  Government's  Fiscal  Year  1980. 
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For  companies 
on  the  move, 
a  state  that  is  too. 


1_- 


Louisiana.  It's  in  the  heart  of 
the  Sunbelt.  And  that  means  a 
growing  market,  a  growing 
economy  and  a  growing  popula- 
tion. The  economy  of  the  Sunbelt 
states  grew  250  percent  from 
1960  to  1975  —  faster  than  any 
other  single  area  of  the  nation. 
And  by  1990.  the  population  of 
this  area  is  expected  to  increase 
20.8  percent,  while  manufactur- 
ing employment  will  soar  31.2 
percent.  So  you'll  have  a  ready- 
made  market  for  your  products. 

In  addition  to  an  ideal  location, 
Louisiana  offers  property  exemp- 
tions and  bond  financing  and  a 
strong  right-to-work  law.  Not 
to  mention  free  pre-employment 
training,  site  and  labor  surveys 
and  one  of  the  nation's  lowest 
personal  tax  loads.  And  a 
temperate  climate  that  keeps 
construction  costs  down  and 
worker  attendance  high. 

That's  why  Louisiana  works. 
Why  don't  you  make  it  work 
for  you? 

For  complete  information  on 
ten  subjects  vital  to  plant  location 
selection,  write  or  phone  us. 


LOUISIANA 

WORKS 


For  free  information  complete  and 
return  coupon  to: 

Andrew  F.  Flores,  (  I  D. 

Executive  Director.  Louisiana  Office 
of  Commerce  &  Industry 
P.  O.  Box  44185. 
Capitol  Station.  Dept.  J7 
Baton  Rout-e.  La.  70804 
504  342-5361 


Name 
Title 
Firm 


Address  _ 
Citv  Slalt 


Zip 


Rural  Electrification  Administrate] 
$9.1  billion  out  to  utilities.  The  C 
modity  Credit  Corp.  has  $7.2  billion 
standing  to  farmers.  The  Veterans 
ministration  has  lent  veterans  $2.' 
lion  for  home  purchases,  the 
Railway  Association  $2.1  billion  tq 
roads,  the  Small  Business  Admin 
tion  $1.7  billion  to  small  firms.  ' 
there  are  urban  aid  loan  guarantees 
the  $997  million  for  the  Washington 
way  and  $1.6  billion  for  New  York  • 

More  agencies  are  proposed  and  I 
to  the  lending  list  every  year,  with 
and  loan  guarantees  in  the  energy 
the  big  new  thing.  Last  year  legisL 
was  enacted  for  borrowings  for 
heating,  energy  conservation,  coall 
version  and  other  programs.  And) 
deed,  the  President's  original  energy 
gram  called  for  the  government  to  le 
guarantee  tens  of  billions  of  dolla: 
the  production  of  synthetic  fuel. 

How  big  is  the  government  hsU 
one  of  the  big  companies  with  larg<j 
eral  loans  and  guarantees  goes  bell 


"From  a  political  stand. pa 
loan  guarantees  are  a 
good.  .  .  .    You  can  do  u 
derful     things     for  pet 
without  taking  the  heat 
spending  money." 


f 
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it's  a  hell  of  a  loss,"  says  a  congress} 
staffer.  And  some  government  loai 
guarantee  programs  are  notoriou 
nonpayment,  such  as  the  student) 
program — more  than  18%  default  t 
and  the  SBA's  minority  businesst 
gram — where  it  is  charged  that  haj 
aid  goes  to  the  wrong  people.  But  a 
gressional  Budget  Office  report  says 
difficult  to  assess  the  risks  and  1 
because  of  the  way  the  government 
cies  collect  data  or  cover  up  losses.  J 

For  the  future,  OMB  is  establi 
preliminary  controls  in  the  federal 
get  next  year.  Ceilings  will  be  a 
guarantees  provided  by  any  pro) 
"But  that  doesn't  change  the  basi 
budget  status  which  is  the  incent 
says  a  congressional  staffer. 

What  will  happen  to  the  Chrysl 
quest?  Back  in  September  the  auton 
asked  for  a  loan  of  $500  millior 
another  S700  million  in  "continj 
loan  guarantees."  The  Treasury 
like  the  proposal  and  ordered  Chrys 
rewrite  it.  Once  a  loan  guarantee  p 
approved  by  the  Treasury',  Chry 
supporters  in  Congress  think  the?  - 
push  it  through  the  legislature 

The  Chrysler  package,  if  it  passes 
be  lust  another  line  in  seven  pages  oi 
guarantees  in  the  government  fiscal! 
As  the  late  Senator  Dirksen  onca  s 
"A  billion  here,  a  billion  there,  I 
you  know  it,  it  adds  up  to  real  monej 
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-eave  it  to  The  Wall  Street  journal 
nd  the  financial  sections  of 
tewspapers  to  report  news  of  the 
usiness  world  every  day. 

To  Dun  &  Bradstreet,  every 
ompany  in  America  is  news. 
*md  it  takes  nearly  2,000  staff 
nembers  to  cover  this  beat— 
O  report,  validate  and  update 
;  he  data  that  are  published  in 
)&B  Business  Reports.  There  is 
o  other  source  of  business  infor- 
lation  like  it  to  bring  buyers  and 
Hers  together. 

Today,  while  we  transmit 
iformation  by  the  most  modern 
leans,  we  gather  it  the  same  way 


mil 

ID] 


we  have  for  138  years:  personal 
interviews  with  business 
management  by  D&B  reporters. 
Because  only  firsthand  contact 
can  produce  timely,  accurate  and 
complete  material  for  D&B 
Business  Reports  on  which  im- 
portant decisions  ride. 

Day  in  and  day  out,  hundreds 
of  these  trained  D&B  men  and 
women  file  thousands  of  dis- 
patches from  the  field  —  on 
companies  large  and  small,  urban 
and  rural,  established  and  new. 

Results  of  their  energies 
are  found  in  the  computerized 
profiles  of  over  4,000,000  152 


U.S.  companies  housed  at 
D&B's  sophisticated  National 
Business  Information  Center. 
Always  available  to  D&B 
subscribers  in  written  form, 
information  in  these  reports 
can  now  be  instantly  relayed  via  a 
new  toll-free  telephone  service 
called  Duns  Dial. 

So  when  a  D&B  reporter 
comes  calling,  please  cooperate. 
Getting  your  name  in  our  paper 
can  show  up  on  your  bottom  line. 

Dun  &  Bradstreet 

a  company  of 

The  I  Kin  &  Bradstreet  Corporation 


Where  have  all  the  shady  promoters  gone? 
Into  tax  shelters,  says  Steve  Hammerman,  who 
is  determined  to  flush  them  out. 


PsstS  Wanna  buy 
a  tax  shelter? 


SEC'sNew  York  Regional  Administrator,  Stephen  L.  Hammerman 
Nothing  changes  except  the  bait  on  the  end  of  the  hook. 


Overheard  recently  in  a  Manhat- 
tan restaurant:  a  couple  of  young 
male  swingers  engaging  in  macho 
talk.  The  women  who  won't  let  them 
alone,  their  summer  rentals  on  free-lov- 
ing Fire  Island.  And  their  tax  shelters. 
Women,  loafing  and  tax-ducking.  All 
good  macho  pursuits  these  days. 

With  this  kind  of  prestige  for  a  prod- 
uct, then,  it's  no  surprise  that  lots  of 
shady  operators  are  involved  in  the  tax- 
shelter  business.  "Promoters"  is  the  po- 
lite term  applied  to  these  types  by  Ste- 
phen L.  Hammerman,  the  crusading  41- 
year-old  Brooklyn-born  lawyer  who  re- 
cently took  a  two-thirds  pay  cut  from 
about  $150,000  to  $50,000  to  take  the 
key  job  as  New  York  Regional  Adminis- 
trator for  the  Securities  &  Exchange 
Commission.  His  previous  job:  manag- 
ing director  and  general  counsel  of  Mer- 
rill Lynch  White  Weld  Capital  Markets 
Group.  Hammerman  knows  a  "promot- 
er" when  he  sees  one.  Before  his  ten-year 
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stint  on  Wall  Street,  he  was  a  member  of 
the  staff  of  the  U.S.  Attorney's  Office, 
Southern  District  of  New  York,  investi- 
gating securities  fraud. 

"You  have  to  look  for  repeaters ,"  Ham- 
merman says.  "We  often  find  that  while 
we're  investigating  one  deal,  the  people 
who  put  it  together  are  out  putting  to- 
gether another  one.  Right  now  the  bait 
on  the  end  of  their  hook  is  tax  savings." 
So  they're  busy  roping  in  characters  like 
the  macho  pair  above  and  giving  legiti- 
mate practitioners  a  bad  name. 

"If  securities  are  offered,  then  they 
must  either  be  registered  with  the  SEC 
or  be  exempt.  If  they  are  neither  regis- 
tered nor  exempt,  in  99  out  of  100  cases 
fraud  is  involved — the  property  isn't 
worth  what  the  promoter  claims  or  he 
doesn't  really  own  it  or  something  mate- 
rial is  not  disclosed. 

"The  willful  violator  doesn't  register 
because  he  doesn't  want  to  disclose  the 
terms  of  his  deal.  He  tells  the  public  he 


has  an  exemption  when  he  doesn't.' 

Are  tax  shelters  always  securi 
"Limited  partnership  interests  are 
recognized  as  securities,"  says  Ham) 
man.  "So  are  investment  contracts 
promoter's  trick  today  is  to  offer  in 
ment  contracts  as  something  else." 

Something  else?  Like  what?  Typic 
he  will  offer  to  put  you  directly  in 
ness — selling  shoes,  for  example.  B 
turns  out  that  you  won't  exactly 
some  of  the  shoes.  Rather,  you'll  ovi 
interest  in  all  of  the  shoes.  And  he'l 
someone  else  to  manage  the  store  ioi 
and  do  the  day-to-day  work.  What 
means  is  that  you're  really  an  invd 
not  a  businessman,  and  what  you  bq 
was  an  unregistered,  non-exempt  sa 
ty.  Some  of  the  cases  Hammerni 
staff  is  working  on  right  now  are  9 
tions  like  this. 

Then  there's  the  matter  oiu/xj  got 
into  the  deal.  Hammerman's  eyes| 
row  with  outrage  when  he  talks 
this  subject.  It  is  often  an  accountan 
lawyer,  he  points  out.  The  invest! 
paying  him  to  do  legal  or  accoui 
work.  Then  a  promoter  comes  j 
The  accountant  or  lawyer  agrees  to 
some  of  his  clients  into  the  promt) 
deals.  The  promoter  pays  him  a  conj 
sion  of  10%  or  15%  of  the  amouni 
investor  puts  up.  The  investor 
knows  his  accountant  or  lawyer 
ting  a  commission. 

"In  my  opinion,"  says  Hammer) 
"the  accountant  or  lawyer  is  commi 
fraud  on  the  investor.  At  the  very . 
the  fact  he  is  taking  a  commij 
should  be  disclosed — after  all,  bij 
have  to  disclose  their  commission! 
probably  shouldn't  be  taking  a  corri 
sion  at  all." 

Hammerman  says  that,  in  the 
his  office  is  nearly  ready  to  brii 
court,  the  names  of  accountants  an(j 
yers  involved  will  be  referred  to  - 
professional  disciplinary  organizal 
He  is  also  considering  including  th< 
any  request  for  an  injunction. 

Hammerman  believes  that  lav| 
forcement  agencies  like  his  are  awj 
only  a  small  portion  of  the  viola 
that  occur.  He's  asking  for  more  stai 
a  larger  budget,  but  he's  also  tryil 
develop  greater  cooperation  with 
agencies.  "We  must  know  when  tt 
up  a  case  to  another  agency,  such  « 
U.S.  Attorney's  Office,"  he  says. 

It's  a  tough  job  Hammermani 
When  people  want  to  believe,  the] 
believe.  When  tax  shelters  are  some 
to  impress  people  with — like  cong 
and  vacation  spots — people  are  gc 
buy  before  they  investigate. 

Hammerman  makes  one  thing 
He's  neither  for  nor  against  tax  sh< 
His  interest  is  securities.  He's  nq 
kind  who  wants  to  throw  bombs  oi 
Street.  He  wants  to  help  keep  the 
reasonably  honest.  ■ 

FORBES,  OCTOBER  2 


The  American  Worker. 


She  weaves  the  cloth  of  dresses  and  dreams. 

For  almost  lOOyears  now,  we've  been  insuring 
America's  mostvaluable  resource:  herworkers.  And 
during  all  that  time,  one  very  basic  princ ip le  hasn't 
changed:  The  less  chance  a  worker  has  of  being  injured 
on  the  job,  the  less  you  shouldpay  to  insure  the  worker. 

Sounds  reasonable  enough,  doesn't  it?  But  some 
employers  stillpay  too  much  for  theirWorkers'  Com- 
pensation insurance.  Often  the  reason  is  simply  that 
the  insurer  lacks  the  flexibility  to  fashion  a  Comp  pro- 
gram that  answers  every  employer  requirement ,  in- 
cluding Loss  Control. 

We'dbe  happy  to  look  over  your  current  Workers' 
Compensation  program  with  you.  Perhaps  we  can 
save  you  money. 

It's  one  more  way  we  have  to  cut  the  cost  of  busi- 
ness insurance.  There  are  many  others.  Callorwrite 
us  and  we' 11  share  them  with  you. 


J^mericcan 
iMutual 


\\«^t  THE  OFFICIAL  INSURANCE  SPONSOR, 
LLiSfc  1980  OLYMPIC  WINTER  GAMES 

Helping  America  make  intelligent  insurance  decisions  since  1887. 


Construction  Needs. 


construction  equipment,  few 
f  reach  as  far  as  Case  today.  A 
jvth  leader  in  the  industry, 
;e  is  now  the  second  largest 
struction  equipment  manu- 
Jjrer  in  North  America. 

It  at  the  span  of  our  machines, 
i  our  Case,  Davis,  Drott  and 
lain  lines,  we're  a  leading 
idwide  source  of  backhoes, 
\e\  loaders,  dozers,  trenchers, 
ivators  and  cranes  —  with 
1 00  basic  models. 


Through  ouralliance with  Poclain, 
world  leader  in  hydraulic  excava- 
tors, that  reach  has  been  extend- 
ed into  important  new  markets, 
such  as  mines  and  quarries. 

Reach  in  parts  supply  and  ser- 
vice. Eleven  regional  parts  depots 
are  computer-connected  to  give 
quick,  dependable  service,  form- 
ing the  backbone  of  a  strong 
dealer  network. 


development  and  manufacture 
are  attuned  to  the  growing  needs 
of  the  dynamic  construction  in- 
dustry. We're  doing  something 
about  those  needs  today  and 
reach  ing  for  answers  to  tomorrow's. 


J I  Case 


Reach  and  grow.  Case  research,       A  Tenneco  Company 


ing  something  about  it 


ht  do  you  do  when  you  have  a  lot  of  your  company's  stock  to  sell? 
lou  run  Commerce  Clearing  House,  you  sell  it  to  Commerce 
hring  House,  of  course,  and  make  everybody  happy. 


The  Thorites' 
sharp  deal 


By  Allan  Sloan 


few  years  ago,  it  looked  like 
Commerce  Clearing  House  Inc. 
might  join  the  long  list  of  family- 
ted  publishing  companies  that 
d  to  sell  out  to  media  giants  like 
nes  Mirror  Co.,  Gannett,  Knight- 
Newspapers  and  Capital  Cities 
unications.     CCH's  debt-free, 
den  balance  sheet  and  fat  profit 
s  made  potential  acquirers  drool, 
stock  was  selling  cheap.  What's 
ICH's  controlling  family  was  fac- 
mopping  estate  tax  problem  that 
)e  solved  only  by  unloading  big 
if  CCH  stock, 
y,  thanks  to  adroit  maneuvering 
th-generation  Chairman  Oakleigh 
•rne,  the  estate  tax  problem  is 
Iftolved,  CCH's  stock  is  up,  and  the 
lliy  is  more  profitable  than  ever, 
jpret?  CCH  used  $34.9  million  of 
||i  to  buy  a  piece  of  the  Thornes' 


stock  14  months  ago  and  liked  the  re- 
sults so  much  it  has  spent  another  $20.3 
million  to  buy  in  even  more  shares.  Sell- 
ing the  stock  to  the  company  rather  than 
to  an  outside  buyer  allowed  Thorne  to 
keep  control  of  CCH,  which  has  been  in 
the  family  since  his  great-grandfather 
took  over  its  predecessor  company  in  a 
1907  acquisition.  CCH's  outside  stock- 
holders, who  approved  the  company's 
purchase  of  the  Thorne  shares,  did  all 
right  on  the  deal,  too,  because  the  trans- 
action substantially  boosted  per-share 
earnings.  All  told,  the  CCH  buying  has 
shrunk  its  shares  outstanding  by  27% 
(from  12,514,000  to  9,094,000).  The  re- 
sults show  up  in  this  year's  first-half 
earnings  report:  operating  profits  up  19% 
over  1978,  per-share  earnings  up  60%. 

So  these  days,  Oakleigh  Thorne  is  a 
most  happy  fella,  and  why  shouldn't  he 
be?  The  CCH  purchases  turned  2.5  mil- 
lion family  shares  liquid,  sopped  up  $55.2 
million  of  CCH  cash  (making  it  less  at- 


\ce  Clearing  House  Chairman  Oakleigh  B.  Thome 
bt-free,  a  lot  richer,  and  unafraid  of  a  takeover. 


tractive  to  a  raider),  and  boosted  per- 
share  earnings.  CCH,  still  debt-free,  is 
rapidly  rebuilding  its  cash  because  it  is 
churning  out  more  profits  than  ever. 

CCH  makes  a  lot  of  money  because 
it's  a  very  large  fish  in  a  small  pond.  Its 
major  product  is  updatable,  loose-leaf 
publications  like  Capital  Changes  Reports 
and  Copyright  Law  Reports,  which  trans- 
late bureaucratese,  court  decisions  and 
other  gobbledygook  into  a  language  ap- 
proximating English,  and  provide  an  in- 
dex for  the  stuff.  It's  not  so  much  pub- 
lishing as  it  is  having  a  franchise  to  turn 
the  Federal  Register  into  the  Ency  clopaedia 
Britannica ,  and  getting  to  charge  a  pretty 
penny  for  the  effort — $165  per  year  for 
Copyright  Law  Reports,  for  example — be- 
cause there  aren't  many  other  people  do- 
ing it.  CCH  is  racking  up  aftertax  profits 
of  more  than  10%  of  revenues,  even 
though  it  is  burdened  by  owning  a  less- 
than-spectacular  income  tax  computing 
service.  CCH  does  its  translating  job  so 
well,  Thorne  says,  that  its  biggest  single 
customer  for  tax  reports  is  the  IRS  and 
the  single  largest  subscriber  to  its  energy 
reports  is  the  Department  of  Energy. 

A  visitor  might  call  Thome's  New 
York  office,  with  its  superb  view  of  Park 
Avenue,  its  huge  expanse  of  carpet  and 
impressive,  nonfunctional  fireplace  com- 
plete with  birch  logs,  opulent  to  a  fault. 
Thorne  would  agree.  "I'd  be  embarrassed 
to  have  any  customer  come  in  here  to  see 
me,"  he  says.  "They'll  think  they  can't 
afford  us."  In  fact,  Thome  says,  CCH  is 
selling  its  Park  Avenue  lease  at  a  nice 
profit  and  moving  to  "strictly  Howard 
Johnson-type  space"  in  a  lower-rent  dis- 
trict, Broadway  and  50th  Street. 

In  another  display  of  self-control, 
Thome  unloaded  his  favorite  part  of 
CCH — its  money-losing  Cuvaison  vine- 
yard in  Calistoga,  Calif.  Cuvaison  had 
been  part  of  the  Thome  family's  private 
holding  company,  which  had  controlled 
CCH  for  50  years  and  merged  into  it  in 
1976.  Before  the  merger,  Thome  bought 
Cuvaison  for  the  family  because  he's  a 
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We  asked  our  employees 
how  we  could  work  smarter. 


Result:  9,000 "better  ideas." 

(Ideas  that  help  us  fight  inflation.) 

Our  cost  of  making  steel, 
like  your  cost  of  living,  keeps 
right  on  rising.  And  like  you, 
we're  working  hard  to  keep  all 
of  our  costs  in  check. 

Bethlehem's  "Take  It  To 
The  Top"  program  was  designed 
to  encourage  employees  to  tell 
us  how  we  can  work  smarter, 
cut  costs,  and  improve  produc- 
tivity—all of  which  help  curb 
inflation.  Employees  who  came 
up  with  the  best  ideas  won  a 
valuable  award. 

Better  ideas  save  money 

Our  first  "Take  It 
To  The  Top"  program  was 
launched  in  1978.  The  second 
will  get  under  way  in  1980. 

In  1978,  employees  turned 


in  more  than  9,000  ideas  for 
new  ways  of  working  smarter. 
We  evaluated  each  idea  and  put 
into  practice  as  many  as  we 
could.  Results  have  really  paid 
off.  We  estimate  savings,  over 
the  next  three  years,  of  more 
than  S10  million  solely  from 
suggestions  generated  by 
that  program. 

Let's  take  it  to  the  top 
in  government,  too 

When  you  get  right  down 
to  it,  deficit  spending  by  govern- 
ment is  the  chief  engine  of 
inflation.  We  need  to  keep 
government  aware  that  unfet- 
tered spending  must  be  brought 
under  control— and  that  one 
way  to  subdue  inflation  is  to 
make  our  tax  dollars  more 
productive.  People  in  govern- 
ment can  work  smarter,  too. 


You  can  help 

Cutting  inflation  down 
to  size  is  everybody's  business 
One  way  you  can  contribute 
is  to  take  your  own  better  ide; 
right  to  the  top  — whoever  the 
top  may  be  for  your  particula 
suggestion. 

Your  idea  can  make  a 
difference,  but  only  if  you  shai 
it"  with  someone  who  can  do 
something  about  it.  That  somf 
one  may  be  President  Carter. . 
your  governor. .  .your  represen 
atives  in  Congress... vour 
boss. ..?????  Take  It  To  The  Toj 

Bethlehem  1 

Working  Smarter 


freak — his  hobby  is  growing  wine 
5  on  one  acre  of  his  estate  in  Mill- 
,  N.Y.  He  has  been  trying  to  ditch 
.neyard  because  it's  not  something 
s  stockholders  should  pay  for. 
H  has  prospered  by  sticking  to  its 
lties:  the  loose-leaf  reports,  and  the 
ling  of  obscure  but  lucrative  ser- 
to  lawyers  and  corporations.  For 
$100  a  year  per  state,  for  example, 
will  be  a  corporation's  registered 
agent.  Its  one  diversification,  not 
[y  successful,  was  a  decision  to  get 
:ax  computation  about  ten  years 
We  had  300  salesmen  calling  on 
rs  and  CPAs,  and  we  wanted  to 
them  something  else  to  sell," 
e  recalls.  Computation  services 
11%  of  CCH  revenues  last  year  but 
%  of  (pretax)  profits.  Computation 
loney  in  1977,  and  had  pretax  mar- 
f  just  1%  in  1976,  5.5%  in  1975  and 
in  1974,  years  when  margins  on 
CCH  business  ranged  from  18%  to 
>retax. 


i  has  prospered  by  stick- 
to  its  specialties:  loose- 
reports  and  obscure  but 
itive  legal  services. 


■i  would  make  a  dandy  morsel  for 
5i  publishing  company — being  vul- 
e  is  a  side  effect  of  staying  small 
rofitable  instead  of  getting  big. 
e  claims  there's  no  danger  of  an 
idly  deal,  because  the  family  con- 
\6%  of  CCH. 

ertheless,  CCH's  jewel-like  quali- 
tven't  escaped  notice  by  ravenous 
conglomerates,  who  are  paying 
lie  prices  for  acquisitions  these 
in  fact,  Thome  says,  Times  Mirror 
ched  him  last  year,  and  asked 
buying  the  family  shares.  Thorne 
[  3.95  for  the  2.5  million  family 
from  CCH,  at  the  same  time 
j  Mirror  was  paying  as  much  as 
on  the  open  market.  In  all,  Times 
bought  625,000  shares  for  $9.6 
i.  At  recent  prices  those  shares  are 
I  nearly  $16.4  million.  The  stock 
rimes  Mirror  6.9%  of  CCH,  and 
•  provide  a  base  from  which  to 
Ij  a  raid  if  any  disgruntled  Thornes 
|  to  sell  out. 

J  ne  and  Times  Mirror  both  say  the 
tses  were  cleared  with  him.  "I 
Jthey  bought  so  they'd  be  at  the 
jf  the  line  if  the  family  wanted  to 
■  home  said.  But  if  recent  history  is 
iide,  any  big  selling  Thome  does 
m  to  CCH,  not  an  outsider.  Look 
lis  last  sale  did:  helped  raise  per- 
earnings,  and  give  the  stock  a 
hat  almost  doubled  its  price.  Not 
lat,  buying  its  own  shares  finally 
:CH  a  profitable  use  for  surplus 
/hy  mess  with  success?  ■ 


STOP  LOSING  YOUR  COOL 
OVER  YOUR  HEATING  BILL 

Your  fuel  bill  doesn't  have  to  be  something  to  get  hot  about.  Because 
Robertshaws  new  Automatic  Set-back  Thermostats  can  save  you  up  to  16% 
a  year  on  your  fuel  costs. 

After  you  spend  a  few  easy  minutes  installing  it,  the  Set-back  will  automatic- 
ally lower  your  household  temperature  from  1  to  10  degrees  when  you  go  to 
bed.  And  raise  the  temperature  to  normal  just  before  you  wake. 

And  Robertshaws  new  time-selector  clip  also  lets  you  select  a  set-back 
period  while  you're  at  work. 

There's  also  a  Robertshaw  Set-back  that  lets  you  save  on  air  conditioning 
and  heating  combined. 

So  if  fuel  bills  have  been  causing  you  to 
get  intemperate,  check  out  the  Robertshaw 
Automatic  Set-backs  at  nationally  partic- 
ipating hardware  stores,  home  centers 
and  department  stores.  Or  write  or  call  us  at 
Robertshaw  Controls  Company,  Consumer 
Products  Marketing  Group,  PO.  Box  120, 
Lebanon,  TN.  37087.  Phone  615/444-8970. 

It's  the  best  way  to  keep  warm  without 
losing  your  cool. 


The  Energy  Control  Company, 


Make  Ginor  i 
your  main  entree. 

To  gifts  of  fine  Italian  china  and  objefs 
d'art— Ginori's  been  famous  for  both  since  1735. 
Your  entree  to  other  famous  names,foo,in  crystal, 
silver  and  barware— Lalique,  Chrisfofle, Baccarat. 

And  Ginori  offers  you  corporate  gift- 
accounts  for  your  own  leading  names— special 
friends  and  business  associates.  Order  by  mail  or 
phone  and  we'll  help  you  make  every  holiday  or 
special  occasion  a  memorable  one— and  an 
effortless  one. 

You'll  also  find  us  good  company  away 
from  the  dinner  fable.  Ginori  is  a  worldwide 
leader  in  such  industries  as  ceramics,  industrial 
engineering —even  the  production  of  decorative 
bath  fixtures.  Everything  including  the  kitchen  sink. 

Have  we  whetted  your  appetite?  Write 
or  call  for  more  details.  Ginori,  7 1 1  Fifth  Avenue, 
New  York,  N.Y.  10022(212)752-8790. 
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A  banker  not  averse  to  getting  entangled  in 
his  clients  difficulties,  Carl  Pohlad  has  turned 
involvement  into  a  wide-ranging  empire. 


The  banker  who 
likes  poor  risks 


with  Pohlad:  "I  see  maybe  a  dozen  deals 
a  month  where  there  are  people  in  trou- 
ble, where  I  could  make  those  kinds  of 
loans  and  take  control.  Any  banker  does. 
The  loans  aren't  primary.  It's  a  way  of 
obtaining  a  company.  That's  not  what 
banking  is  supposed  to  be  about." 

The  subject  of  this  controversy,  the 
Iowa-born  Pohlad,  is  a  young-looking  63- 
year-old  who  admits  to  "majoring  in 
football"  at  Spokane's  Gonzaga  Univer- 
sity and  got  into  banking  in  a  character- 
istically unusual  way.  He  didn't  marry  a 
bank  president's  daughter,  but  his  sister 


By  Sharon  Reier 
with  Alyssa  A.  Lappen 


Getting  mixed  up  in  the  businesses 
he  lends  money  to  is  about  the 
last  thing  your  average  banker 
wants.  He's  a  banker,  not  a  .  .  .  well,  a 
whatever. 

But  just  about  every  rule  in  business 
can  be  turned  upside  down  with  a  certain 
amount  of  success:  President  Carl  R. 
Pohlad  of  Minneapolis'  Marquette  Na- 
tional Bank  (assets  $300  million)  is  evi- 
dence of  that.  From  his  tersely  furnished 
offices  in  Minneapolis'  I.D.S.  Center, 
Pohlad  seems  to  have  used  banking  as  an 
acquisition  tool  until  he  now  controls  an 
estimated  $1  billion  (assets)  business  em- 
pire. Its  parts  include  a  string  of  Pepsi,  Dr 
Pepper  and  7-Up  franchises  from  Wis- 
consin to  Tulsa  to  Salt  Lake  City;  a  host 
of  small-  and  medium-size  banks  across 
the  northern  Midwest  from  Illinois  to 
Montana;  a  bus  company  (ultimately  to 
be  bought  out)  serving  42  Chicago  sub- 
urbs. There's  a  mail-order  small-loan 
company  that  lends  money  primarily  to 
teachers  at  rates  of  up  to  33%;  and  a 
Minnesota  wholesale  wine  distributing 
company.  Top  it  off  with  an  8%  interest 
in  a  Florida  real  estate  investment  trust 
with  over  $110  million  in  assets. 

Pohlad  got  into  these  businesses  by 
channeling  money  into  exactly  those  sit- 
uations most  of  his  peers  would  avoid — 
"distressed  merchandise,"  in  the  words 
of  another  Minneapolis  banker.  This  ri- 
val banker  respects  Pohlad  but  does  not 
admire  him.  Half  in  awe,  half  in  disap- 
proval, he  says:  "Pohlad  waits  very  pa- 
tiently until  you're  just  coming  up  for  air 
the  last  time,  and  then  says,  'I'll  save 
you,'  and  insists  that  you  do  what  he  tells 
you  and  pretty  quickly  turns  you  around 
and  makes  money.  Then  once  he  gets 
through  cleaning  house  and  getting  a 
profitable  business  going,  he  will  sell  it 
off  or  make  money  in  some  way." 

Adds  another,  more  disapproving  Min- 
neapolis banker  who  prefers  not  to  deal 


quette,  voted  her  brother  in  as  presi 
Pohlad's  travels  as  a  correspo 
banker  had  given  him  a  pretty  goot 
of  which  local  bankers  were  in  tr< 
and  he  was  able  to  act  upon  it.  A  f 
Minnesota  banker  says,  almost  wis! 
"Those  were  the  days  you  could  £ 
and  buy  a  bank  like  you  could  go  ox 
buy  a  car."  As  most  people  buy  c« 
credit,  so  Pohlad  bought  his  ban 
credit.  His  shares  in  his  holding 
pany,  Bank  Shares  Inc. — which 
Marquette  and  four  other  bank 
72%  leveraged.  That  probably 
him  pick  up  30-odd,  mostly  tn 
banks,  some  of  which  he  has  sole 
rowing  on  his  banks'  correspondin 
ances  also  helped  with  acquisitions 
lad,  asked  about  those  days,  says 
quiet  satisfaction:  "We  made 
ments  in  a  number  of  troubled  ban 
they  have  all  worked  out  very  well, 
holding  company  is  not  traded  bec^ 
is  97%  family-owned. 

Even  when  they  sniff  at  his  me 
fellow  bankers  do  concede  that  F 
keeps  well  within  the  limits  of  th 
Says  one,  perhaps  enviously:  "Caj 
derstands  all  the  angles,  but  he's  r| 
ing  to  use  any  that  would  get  h 
trouble  with  the  regulatory 
You've  got  to  give  the  devil  his  di 
plays  according  to  the  rules.  He's  at 
shrewd,  careful  guy.  He  doesn't  wal 
a  cave.  He  makes  sure  it's  a  tunne 


: 

!( 


Carl  R.  Pohlad  of  Marquette  National  Bank 

Some  competitors  may  sniff  at  his  methods,  but  fellow  bankers  say  he 
well  within  the  law.  "You've  got  to  give  the  devil  his  due,"  says  one.  "He 
according  to  the  rules.  He's  an  able,  shrewd,  careful  guy." 


married  a  big-time  banker — specifically, 
Russell  L.  Stotesbery,  president  of  the 
Marquette  National  Bank  of  Minneapo- 
lis. The  brother-in-law  brought  Pohlad 
from  the  Dubuque-based  finance  com- 
pany where  he  had  been  working  and  put 
him  in  Marquette's  correspondent  de- 
partment. When  Stotesbery  died  of  a 
heart  attack  in  1955,  the  sister,  then 
holding  the  controlling  stock  in  Mar- 


that  he  knows  how  to  get  out." 

Adds  a  small-town  banker  whq 
aged  one  of  Pohlad's  banks:  "He 
took  any  extra  dividends  out.  He 
asked  us  to  finance  any  of  his  veil 
He  never  asked  for  a  $20,000  cons 
fee.  He  just  said,  'Keep  a  clean  bai 
the  five  years  he  owned  my  bank  h 
in  twice.  He  was  too  busy  with  his 
deals." 
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e  were  plenty  of  deals  to  be  busy 
ncluding  a  deal  which  left  him  for 

with  a  controlling  interest  in  a 
ze  airline  and  a  major  Las  Vegas 
tion  hotel.  After  establishing 
f  as  a  banker,  in  1959  Pohlad 

into  the  publicly  traded  (NYSE) 
ipolis  surface  transit  company 
had  been  converted  from  trolleys 
s  and  had  reportedly  been  looted 
ler  managers.  The  bus  company 
nverted  into  a  holding  company, 
ipolis  Enterprises  Inc.  and  later 
d  its  name  to  MEI  Corp.;  it  is  now 

Pohlad's  major  ownership  vehi- 
he  bus  operation  was  soon  re- 
to  profitability  and  the  profits 
portedly  lent  interest-free  to  MEI, 
acquired  the  Chicago-area  West 
Bus  Co.  and  about  50%  of  what  is 
lied  Texas  International  Airlines 
hlad  then  managed  to  have  TIA 

Vegas'  Tropicana  Hotel. 

whole  purpose  of  TIA  buying  up 
topicana,"  says  Pohlad,  "was  to 
pate  tax  returns,  because  an  air- 
;  a  lot  of  depreciation  and  invest- 
redit."  He  was  optimistic  in  as- 

that  the  Tropicana  would  have 
to  offset  those  credits.  It  didn't, 
■hat  time  in  the  early  1970s  the 
iarket  was  going  down  the  tube, 

Vegas  was  experiencing  a  slow- 
'ohlad  exited  quickly  by  selling 
jpicana  to  his  former  friend,  Min- 


nesota banker  Deil  Gustafson. 

Out  of  Las  Vegas,  Pohlad  pushed  MEI 
systematically  into  soft-drink  bottling, 
incorporating  his  own  soft-drink  bottling 
holdings  into  the  Big  Board  company. 
The  result  is  an  outfit  with  1978  sales  of 
$209  million,  a  current  market  value  of 
$108  million  and  a  respectable  20%  five- 
year  return  on  equity.  Pohlad  owns  a 
controlling  25%  of  MEI  personally,  the 
family  a  bit  more. 

"I  got  into  bottling  16  years  ago,"  says 
Pohlad.  "Now  it's  an  excellent  invest- 
ment, but  16  years  ago  many  people 
didn't  think  that  way."  For  his  bottlers 
Pohlad  paid  in  some  cases  little  more 
than  net  asset  value,  rather  than  the  big 
premiums  that  20th  Century-Fox,  Lig- 
gett and  Philip  Morris  paid  recently. 

He  also  foresaw  the  recent  craze  for 
investing  in  life  insurance  companies. 
Believing  that  "the  money  business  had 
a  great  future,"  he  listened  sympatheti- 
cally when  approached  in  1973  by  Rich- 
ard H.  Headlee,  who  had  just  become 
chief  of  Michigan-headquartered  Hamil- 
ton International  Corp.  That  outfit  was 
then  beset  by  stockholders'  suits  and  a 
takeover  attempt.  "I  personally  directed 
$3.5  million  into  Hamilton,"  says  Poh- 
lad. In  return  he  got  about  27%  of  the 
voting  stock,  and  he  sent  a  team  of 
troubleshooters  to  help  the  ailing  firm. 

It  was  not  life  insurance  as  such  that 
appealed  to  Pohlad,  apparently,  but  tax 


breaks  and  the  pool  of  capital  that  life 
insurance  commands.  Under  Pohlad, 
Hamilton  bought  a  St.  Louis  bottler,  and 
looked  into  buying  a  liquor  distributor- 
ship, a  restaurant  chain  and  a  California- 
based  chain  of  movie  houses.  That  didn't 
sit  too  well  with  the  life  insurance  types 
at  Hamilton.  Headlee  puts  it  delicately: 
"MEI  was  a  little  go-go.  We  weren't  cer- 
tain they  fit  with  our  style." 

So  when  Pohlad  showed  signs  of  want- 
ing to  sell  Hamilton,  Headlee  insisted 
that  he  do  so  despite  some  wavering  in 
the  middle  of  negotiating  a  sale  to 
Household  Finance  Corp.  Pohlad  then 
bought  back  the  bottler  for  $5.2  million 
and  realized  $140,000  on  the  Hamilton 
stock.  "He  didn't  want  the  publicity  of  a 
proxy  fight,"  comments  Headlee.  Poh- 
lad's view?  "We  never  look  back." 

Looking  ahead,  there  is  MEI's  interest 
in  Diversified  Mortgage  Investors  Inc.,  a 
REIT  with  a  $55  million  tax  loss  carry- 
forward. "The  trick,"  says  Pohlad,  "is  to 
find  some  way  to  use  that,  and  hopefully 
we'll  be  able  to  assist  them."  But  prob- 
ably not  in  bottling;  he  feels  it's  too 
costly  today.  Pohlad  talks  about  snack 
food  distribution;  it  would  dovetail  with 
his  current  bottling  distribution  net- 
work. That's  a  field  where  there  is  still 
"distressed  merchandise"  around,  and 
distressed  merchandise  is  Carl  Pohlad's 
forte.  He's  not  your  conventional  banker 
but  he's  a  mighty  smart  businessman.  ■ 


The  Imprinted  Top-Flite. 
says  a  lot  more  than  just  your  name. 
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When  you  give  someone  a 
Top-Flite,  you're  giving  The 
Longest  Bali.*  But  when  that 
Top-Flite  has  your  company 
name  or  logotype  imprinted  on 
it— in  full  color— it  carries  a 
message  about  you.  And  the 
message  is  class.  So  get  your 
name  on  a  Top-Flite  ball.  It'll 
say  a  lot. 

Imprinted  Top-Flites  are 
sold  only  through  golt  shop 
professionals. 

For  assistance  in  contact- 
ing a  professional  in  your  area 
—  or  further  information  on  our 
capabilities— send  your  busi- 
ness card  or  letterhead  to: 
Spalding,  Custom  Imprinting 
Department,  Meadow  Street, 
Chicopee,  Mass.  01014 


"Proven  in  tests,  "tee  to  green"  combined 
total  of  drives  and  five-irons. 
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Never  before 
has  Xerox 
offered  such  a 
small  selection. 
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The  new 2300    The  660      The  2600  The  3100  The  3100  LDC 

Our  line  of  small  copiers  just  got  a 
little  longer. 

We  added  a  new  small  copier  at  one 
end  that  gives  you  crisp,  clear  plain  paper 
copies  in  seconds  while  quietly  sitting  on 
a  desktop. 


XEROX®.  2300.  500®.  2600.  3100®.  3107® .  3109.  3400  and  3450  are  trademarks  of  XEROX  CORPORATION 


And  a  new  small  copier  at  the  other 
nd  that  gives  you  copying,  reduction 
and  automatic  sorting  while  quietly 
sitting  on  the  floor. 

In  between,  there  are  more  small 
:opiers  with  more  big  features  than  you 
an  shake  an  original  at. 


6 

The  3107  The  3109  The 3400  Thenew3450 

So  if  you're  looking  for  a  small  copier, 
call  us. 

After  all,  who  else  gives  you  so  much 

0  choose  from? 

1  And  so  little. 

XEROX 


Xerox  2300  and  3450  available  in  major  U.S.  cities  late  1979. 


/.  Paul  Getty  died  three  years  ago,  but  his 
company  still  hasn't  lost  the  Midas  touch. 


Changing 
of  the  guard 


By  John  Merwin 


PEERING  OUT  HIS  OFFICE  WINDOW, 
Getty  Oil  Co.  Chairman  Harold  E. 
Berg  glances  up  Los  Angeles'  fash- 
ionable Wilshire  Blvd.,  pointing  to  the 
towers  of  St.  Basil's  Catholic  Church. 
Although  there's  no  plaque  marking  the 
spot,  the  site  holds  special  interest  for 
64-year-old  Berg.  "The  Getty  home  once 
stood  right  there,"  Berg  recalls  fondly, 
referring  to  those  long-ago  days  when 
Getty,  a  dashing  millionaire  in  his  20s, 
was  the  young  man  about  town  in  L.A. 

The  years  roll  on.  Getty  is  gone.  Get- 
ty's successor  of  three  years,  former  oil- 
field engineer  Berg,  is  approaching  retire- 
ment. Enter  the  new  generation.  Sitting 
beside  Berg  is  his  own  designated  re- 
placement, 49-year-old  Sidney  R.  Peter- 
son, who  climbed  the  corporate  ladder 
not  from  the  oilfield  but  out  of  the  fi- 
nance department.  Better  than  anything 
else,  that  change  underscores  the  transi- 
tion at  Getty  Oil  as  it  becomes  a  big 
moneymaker  and  starts  to  look  more 
like  a  major  oil  company  and  less  like  the 
late  f.  Paul's  corporate  alter  ego. 

This  switch  at  the  top  may  tell  us 
more  about  the  changing  nature  of  the  oil 
business  than  it  does  about  the  passage 
of  the  generations  at  Getty.  Although 
Getty  made  its  fortune  in  oil  exploration, 
it's  obvious  oil  won't  always  be  what  it  is 
today,  which  is  why  majors  like  Exxon 
and  Mobil  are  branching  into  nonpetro- 
leum  areas.  Getty  already  is  inching  into 
television,  uranium  and  real  estate.  None 
of  those  businesses  is  very  important  to 
Getty  earnings  today,  but  one  day  they 
may  be,  and  with  Getty's  enormous  cash 
flow,  decisions  have  to  be  made  about 
where  that  money  ought  to  be  reinvest- 
ed. That's  where  Peterson's  finance 
background  comes  in  handy. 

For  the  last  five  years  Getty's  earnings 
have  been  mired  between  $3.43  and 
$3.98  per  share,  despite  occasional  re- 
ports that  some  of  Getty's  big  invest- 
ments were  about  to  pay  off.  Now,  sud- 


denly, they  are.  Earnings  are  headed  for 
$6  a  share  this  year  ($3.01  for  the  first  six 
months  of  1979,  vs.  $1.60  last  year).  First- 
half  cash  flow  reached  nearly  $600  mil- 
lion. Getty's  long-term  debt  is  peanuts. 
This  year's  capital  spending  will  reach 
$1.4  billion,  up  60%  from  last  year,  but 
not  enough  to  send  fiscally  conservative 
Getty  scurrying  to  the  bank.  "Why 
should  we  borrow  if  we  don't  need  to?" 
asks  Berg,  who  has  the  pleasant  task  of 
finding  enough  worthwhile  projects  to 
sop  up  Getty's  swelling  cash  flow.  Don- 


a  strong  participant  in  the  oil  bust 
suddenly  managing  huge  budgets 
variety  of  enterprises.  Meanwhile 
company,  not  known  for  its  openne 
coming  out  of  its  shell  a  bit. 

Part  of  Getty's  emerging  opei 
may  be  traceable  to  a  likely  change 
unusual  ownership.  More  than  58 
the  company's  stock  is  controlled  b* 
Getty  family  trusts,  one  set  up  by  C 
and  his  mother  and  the  other  juj 
Getty.  That's  handy  for  Getty  ma 
ment,  which,  without  takeover  wo 
is  able  to  do  things  like  stashing 
share  in  short-term  investments 
funding  the  exploration  budget  with 
flow,  while  keeping  dividends  low. 

But  the  days  of  the  Getty  family 
solute  control  are  numbered.  Mosl 
Paul's  19.44%  was  bequeathed  tc 
trustees  of  the  Getty  Museum  in  M 
Calif.  Most  of  these  shares  will  be  s< 
several  years,  removing  absolute  cc 
from  the  Getty  family,  but  probabl 
actual  control.  Nearly  39%  of  the  st« 
tied  up  in  a  generation-skipping 
created  by  Getty  and  his  mother,  S 
and  that  trust  isn't  scheduled  to  dis 
until  the  last  of  J.  Paul's  children 
probably  many  years  from  today.  N 
theless,  in  a  few  years  the  majori 
Getty  Oil  stock  will  be  in  public  ] 
for  the  first  time  ever. 

There's  another  good  reason  wh 


Getty  Oil  President  Sidney  R.  Peterson  (left)  and  Chairman  Harold E.  Berg 
As  Getty's  treasury  bulges,  they're  looking  for  places  to  spend.  It 


aldson,  Lufkin  &  Jenrette's  Kurt  Wulff 
conservatively  estimates  Getty's  asset 
value  per  share  at  $180  to  $220. 

Back  to  Berg  and  Peterson.  Berg,  retir- 
ing in  May,  is  the  classic  oilfield  type, 
the  sort  of  manager  who  has  sustained 
Getty  throughout  its  51 -year  history.  He 
parts  his  hair  high,  dresses  conservative- 
ly and  speaks  in  slow,  deep  tones,  while 
sitting  impassively,  smoking  Lucky 
Strikes.  By  contrast,  Peterson  is  the 
numbers  man.  He  wears  three-piece 
suits,  gold-buckled  loafers  and  fidgets  fre- 
quently, adjusting  his  glasses  or  touching 
his  carefully  coiffed  hair.  This  is  the  new 
Getty  Oil  (1978  revenues:  $3.76  billion), 


people  at  Getty  may  be  more  tall 
these  days:  They  have  nice  things  t 
about.  Thanks  to  OPEC's  steep  pri 
creases  last  spring,  Getty  is  raking 
profits  on  its  foreign  oil  output,  31 
its  total. 

Take  the  North  Sea,  20%  of  G 
worldwide  production.  Last  year 
made  a  handsome  living  selling  its 
Sea  oil  at  an  average  of  $13.28  a  1 
Although  the  company  refuses  to  : 
prices  on  its  78,000-barrel-a-day  1 
Sea  production,  other  oil  compani 
receiving  about  $23  a  barrel.  That' 
Getty's  foreign  production  earr 
whopping  $78  million  in  the  first  1 
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What  won't  they  think  of  next? 


Thanks  to  the  ingenuity  of  one  of 
ir  employees  who,  some  years  ago, 
atched  birds  flitting  safely  from  one 
ot"  line  to  another,  utility  people 
ve  for  more  than  a  decade  handled 
gh-voltage  lines  bare  handed, 
tfely 


How  is  it  done?  By  working  within  a 
otective  enclosure  insulated  from 
ground. 


The  development  has  meant  an- 
jal  savings  of  thousands  of  work 
)urs  and  improved  reliability  of 


service  for  our  nearly  2  million 
customers. 

That's  just  one  of  the  great  things 
which  have  come  from  the  unique 
employee  idea  program  we  began 
50  years  ago. 

Back  in  1929  came  the  idea  for  the 
first  emergency  lighting  for  hospitals. 
By  today's  standards  it  was  minimal, 
but  in  '29  itwas  innovative  and  caring. 

Through  the  years  there  has  been  a 
stream  of  creative  ideas -from  the  in- 
vention of  stainless  steel  paint  to  a  re- 


designed ash  pump.  Ideas  that  have 
meant  increased  productivity,  effi- 
ciency, safety,  and  a  better  life  for 
people. 

We're  proud  of  our  50  year  old 
"Idea  Program,"  which  supplements 
our  regular  research  and  develop- 
ment efforts. 

Prouder  still  of  our  employees  who 
are  dedicated  to  doing  things  better. 

It's  great  people  with  great  ideas 
that  make  a  company  successful. 


American  Electric  Power 

we  see  a  busier,  better  America 


.ppalachian  Power  Co.,  Indiana  &  Michigan  Electric  Co.,  Kentucky  Power  Co.,  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 


1979,  dwarfing  last  year's  $33  million. 
And  remember,  the  sharp  price  increases 
didn't  occur  until  the  second  quarter. 

OPEC's  benign  influence  on  Getty's 
earnings  doesn't  end  just  south  of  the 
North  Sea.  Look  at  Getty's  domestic 
winner,  heavy  oil,  a  thick,  gooey  petro- 
leum, which  flows  (after  being  pushed  by 
steam  injections)  from  the  Kern  River 
field,  110  miles  north  of  Los  Angeles. 
President  Carter  decontrolled  heavy  oil 
prices  Aug.  17,  which  is  a  veritable  bo- 
nanza for  Getty,  with  one-third  of  its 
domestic  production  from  heavy  oil, 
most  of  that  from  the  Kern  River.  Look 
at  the  numbers,  which  are  as  heavy  as 
the  oil  itself.  In  fune  Kern  River  heavy  oil 
sold  for  $6.50  a  barrel.  Today  it  sells  for 
$16.33.  With  Getty  averaging  61,000  bar- 
rels of  heavy  oil  a  day,  and  selling  two- 
thirds  of  them  (they  burn  the  other  third 
to  generate  steam),  the  numbers  add  up 
mighty  fast:  A  $10-a-barrel  increment  on 
40,000  barrels  a  day  yields  $  147  million  a 
year — nearly  $2  a  share  before  taxes. 

The  rest  of  Getty's  U.S.  production, 
62%  of  the  company's  worldwide  total, 
is  also  assured  of  steady  price  increases, 


although  not  nearly  so  dramatic  as  heavy 
oil.  On  average,  Getty  is  receiving  $13.13 
for  its  domestic  oil  today,  vs.  only  $7.55 
last  year. 

Lest  all  of  this  good  fortune >appear  too 
easy,  it  is  worth  remembering  that  Getty 
hasn't  simply  ridden  to  glory  on  OPEC's 
coattails.  The  company  has  been  bold 
and  venturesome.  It  has  taken  big  risks. 
Several  years  ago  Getty  spent  $20  mil- 
lion drilling  four  wells  in  the  Peruvian 
jungle,  only  to  come  up  with  12  barrels  of 
oil  before  abandoning  the  lease.  More 
recently  Getty  has  taken  some  sizable 
lumps  on  U.S.  offshore  drilling.  Last  year 
the  company  finished  writing  off  two  ill- 
fated  investments,  one  in  offshore  south- 
ern California  and  the  other  in  the  Balti- 
more Canyon  area,  east  of  New  Jersey. 
Getty  spent  nearly  $53  million  off  south- 
ern California  before  pulling  out  of  a  drill- 
ing group  that  was  0  for  13.  The  two 
Baltimore  Canyon  tracts  were  written 
off,  after  $50  million  was  spent. 

What  next?  "We  don't  have  another 
North  Sea  waiting  to  be  developed,"  says 
Peterson.  "The  name  of  the  game  is  ex- 
posure— we've  got  lots  of  irons  in  the 


Building  big  boxes  for  people  to  store  things 
has  been  a  great  business.  But  with  soaring 
costs,  overcrowding,  etc.,  . . . 

The  bloom  is  off 
mini-warehousing 


By  Howard  Rudnitsky 


How  many  times  have  you  seen  it 
happen:  Somebody  comes  along 
with  a  good,  smart  new  idea  that 
pays  off  like  gangbusters.  Then  costs 
edge  up,  raising  capital  becomes  a  prob- 
lem, competition  intensifies  and  the 
question  becomes:  Who's  going  to  sur- 
vive the  next  recession? 

That's  where  the  mini-warehouse 
business — its  members  would  rather 
have  you  call  them  "public  storage  facili- 
ties"— ^finds  itself  today.  Some  3,500  of 
the  tinny-looking  buildings,  each  with 
numerous  storage  cubicles  of  30  to  300 
square  feet,  have  been  built  since  the 
early  1970s,  mainly  in  the  South  and 
West  and  recently  in  eastern  and  mid- 
western  industrial  centers.  B.  Wayne 
Hughes  of  California's  Public  Storage, 
Inc.,  the  nation's  largest  mini-warehouse 
developer/syndicator  with  over  75  proj- 
ects in  operation,  says  $1  billion-plus  has 


been  raised  in  the  last  three  years  to 
acquire  sites  and  throw  up  new  mini- 
warehouse  space. 

Like  all  such  booms,  it  originally  met  a 
need.  Says  one  mini-warehouse  develop- 
er, "We're  an  affluent  nation  that  buys 
lots  of  things  that  take  up  space  but  that 
we  need  only  occasionally."  Yet  space  in 
multifamily  dwellings — and  often  in 
Sunbelt  homes  with  carports  and  no 
basements — is  increasingly  limited.  Lots 
of  smaller  businesses  can't  afford  more 
space  permanently  but  need  it  occasion- 
ally to  store  inventories  and  records.  Mu- 
nicipal governments  constantly  seem  to 
need  more  "temporary"  storage. 

Starting  in  San  Antonio,  Tex.  in  the 
late  1960s,  mini-warehouses  spread  rap- 
idly. A  developer  could  put  one  up  on 
empty  land  along  a  highway  or  behind  a 
shopping  center  at  $6  a  square  foot  for 
space  that  paid  for  itself  in  under  four 
years.  Except  for  an  on-premises  guard, 
there  were  few  operating  costs  and  the 


fire."  One  of  Getty's  heaviest  act 
has  been  in  the  Gulf  of  Mexico, 
recently  Getty  bought  15  of  Ash 
producing  properties  for  $267  m 
Last  year  Getty  spent  $84  milli 
Gulf  leases;  its  total  stake  now  is  H 
acres,  a  major  position  in  the  Gulf 
interstate  gas  prices  increasing  st< 
Getty  should  do  well  there. 

No  doubt  J.  Paul  Getty  would 
lighted  with  his  company's  moi 
profits,  but  what  would  he  think 
the  rocketing  billion-dollar  capita 
gets?  "I'm  not  sure,"  says  Berg,  wh 
to  receive  phone  calls  from  Gett> 
larly.  "Paul  liked  to  listen  to  s] 
deals.  I  imagine  an  entire  budge 
ours  might  be  hard  to  get  past  h 
tact.  I  think  the  numbers  might  s 
him."  But  they're  not  likely  to  s 
finance  man  Peterson,  who  nex 
will  become  Getty's  first  CEO  froi 
side  the  oil  patch.  Nor  are  they  lil 
displease  Getty's  shareholders,  wh 
seen  their  stock  jump  from  the  rr.  | 
earlier  this  year  to  a  recent  pric 
short  of  70,  on  a  probable  earning 
to  $6  from  last  year's  $3.98.  ■ 


month-by-month  rental  agreemer 
abled  operators  to  raise  rents  aim 
stantiy  to  keep  up  with  inflation. 

Of  course,  the  lack  of  a  long-terr 
made  many  banks  wonder  how  rel 
developer's  cash-flow  projections 
be,  so  they  hesitated — particularly 
periods  of  tight  money — to  comn 
construction  funds  without  whicl 
term  financing  is  unavailable.  Sai 
Nagel,  partner  in  Chicago's  Metr 
Storage,  "Even  after  my  partner  an 
built  several  successful  sites  and 
show  positive  cash  flows,  banks 
other  city  were  reluctant  to  lend, 
one  reason  we  decided  to  tap  equi 
ital  last  year  through  a  public  sy 
tion"  of  nearly  $6  million.  Calif 
Public  Storage  has  publicly  rais« 
million  this  year  alone. 

But  for  most  syndicators  the  ab: 
raise  long-term  financing  is  begini 
fade  in  the  face  of  soaring  mom 
construction  costs.  "Lenders  wai 
more  equity  in  a  deal  today,"  says 
Storage's  Hughes.  "On  a  typica 
they'll  want  at  least  half  in  equip 
takes  some  of  the  leverage  out.  Ar 
struction  loans  are  running  three 
over  prime."  Meanwhile  building 
says  John  Freiberger  of  Houstor 
Pilgrim  Realty,  developer  of  42  s 
Texas,  Indiana  and  Georgia,  "are 
15%  to  20%  a  year  now.  A  unit  th 
$5.50  to  $6  a  square  foot  in  hai 
struction  costs  a  few  years  ago  no\ 
$12  to  $13.  If  I  open  a  high-cost 
warehouse  in  a  weak  economy, 
earn  a  decent  return?  Right  nc 
numbers  don't  seem  to  work  right 

Besides  rising  money  and  bi 
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getting  zoning  approval  is  becom- 
i  major  problem,  one  that  can  drag 
>r  up  to  18  months.  Says  one  devel- 

"Municipalities  today  want  envi- 
lental  impact  studies  and  God 
vs  what  else.  Meanwhile  you've  in- 
d  in  the  land  and  you've  got  up- 

costs."  Adds  another:  "Let's  face 
lini-warehouses  aren't  aesthetic 
ties.  City  fathers  would  rather  have 
M  building." 

ere  is  also  the  unsettled  legal  status 
iblic  storage.  Says  Pilgrim's  Frei- 
:r:  "There  have  been  some  abuses  by 
v  bad  apples  who  may  have  given 
>mers  a  hard  time."  To  head  off 
ler  legislation  developers  have  pro- 
1  a  law  in  Ohio  which  they  hope  will 
ne  a  model.  Essentially  it  will  en- 
awners  to  dump  the  goods  of  delin- 

customers. 
t  the  legal  relationship  between 
ge  owner  and  tenant  has  yet  to  be 
i  defined.  Many  owners  worry  they 
it  come  under  more  restrictive  ware- 
ng  regulations. 

laming  is  the  greatest  threat  of  all. 
Freiberger:  "The  recession  could 


lia's  Public  Storage,  Inc. 
II  booms,  it  started  with  a  need. 

a  more  severe  test  than  any  the 
ry  has  faced.  The  last  one  wasn't 
d  because  there  were  far  fewer 
nd  costs  were  much  lower.  I  worry 
le  consumer  or  small  businessman 
alk  at  paying  for  space  if  he's  hard 
I." 


risk,  Freiberger  figures,  is  greatest 
i  investors  in  smaller  units:  "A 
;r  of  them  are  in  financial  difficul- 
s  of  them  are  up  for  sale.  That's 
augh  at  advertisements  in  the  Wall 
lumal  pushing  a  book  saying  that 
are  a  great  passive  investment  re- 
little  of  your  time.  It  probably 
I  was  true,  and  today  they  require 
jtctive  management  than  ever."  ■ 


NAR:  Performance  That 
Reflects  Commitment 


North  American  Royalties,  Inc., 
a  company  with  roots  more  than 
113  years  deep  in  the  indus- 
trial South.  A  company  committed 
to  the  future  through  perfor- 
mance. 

NAR's  two  divisions,  continuing 
to  meet  the  needs  of  the  American 
people. 

The  Oil  and  Gas  Division,  ex- 
ploring, developing  and  producing 
new  energy  sources  on  the  North 
American  Continent. 

The  Wheland  Foundry  Division, 
making  grey  iron  castings 
in  strong  demand  by  the 
American  automotive  in- 
dustry. 

Operational  perfor- 
mance in  both  divisions, 
reflecting  a  solid  six- 


year  pattern  of  growth  in  revenue 
and  earnings. 

Corporate  headquarters,  housed 
in  a  cluster  of  restored  historic 
structures,  putting  the  best  of  the 
past  to  good  use  for  the  future. 
A  golden  dome  and  American  flag, 
visible  throughout  the  company's 
home  city  of  Chattanooga,  Ten- 
nessee, proudly  proclaiming  NAR's 
belief  in  its  country  and  the  free 
enterprise  system. 

North  American  Royalties,  a 
company  whose  record  of  per- 
formance reflects  its  commitment 
to  the  future. 


For  more  information 
and  an  annual  report  write 

Corporate  Communications 
North  American  Royalties,  he. 
Chattanooga,  Tennessee  37402 


Listed  on  the  American  Stock  Exchange  and  the  Pacific  Coast  Stock  Exchange  (Symbol:  NAR) 
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AMERICA'S  GOING 
OUTSIDE 


There's  a  new  generation  of  Americans  going  out- 
side. They've  found  a  new  personal  style.  A  new 
way  of  enjoying  the  wonders  of  nature  while  still  re- 
specting our  environment.  The  lifestyle  they  have 
started  is  changing  the  nation's  ideas  about  energy, 
food,  dress — virtually  every  kind  of  consumer 
product. 

Smart  advertisers  already  understand  this.  That's 
why  you'll  find  famous  names  like  Nikon,  Perrier, 
Jack  Daniels.DuPont,  Gulf,  Alaska  Tourism,  A.T. 
&  T.,  J.C. Penney,  Molson,  Dannon  and  General 
Motors  advertising  in  OUTSIDE  Magazine. 

OUTSIDE  is  the  guidebook  for  people  discovering 
the  new  lifestyle.  The  freedom,  the  beauty,  the 
sport,  the  challenges,  the  self-fulfillment  available 
outside  are  what  it's  all  about. 

With  readership  approaching  a  million,  this 
young  magazine  has  already  established  itself  with 


the  people  other  people  will  follow.  OUTSIDE  sub- 
scribers (more  than  200,000  of  them,  75%  of  whom 
are  male)  have  an  average  household  income  of  over 
$26,000.  Their  median  age  is  29. 

The  OUTSIDE  influence  is  spreading.  There's  al- 
ready an  OUTSIDE  syndicated  radio  show  in  125 
markets  and  a  TV  pilot  is  under  development. 

If  you're  an  advertiser  who  wants  to  go  outside 
with  America,  put  your  advertising  where  the  action 
begins.  In  OUTSIDE. 

For  rates  and  more  information,  just  call — Don  Welsh  in 
New  York,  (212)  421-5162;  Linda  Smith  Unland  (East 
Coast  Outdoor  Equipment  Manager),  (215)  978-5931; 
Dave  McDonald  in  Detroit,  (313)  644-7050;  Pat  Sage, 
Ann  Clemmer  in  Chicago,  (312)  342-7777;  Tony  Hoyt  in 
California,  (213)  475-0693;  or  Bill  Pursley  (West  Coast 
Outdoor  Equipment  Manager),  (415)  326-3006. 
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ompany's  decision  to  expand  or  relocate  is  based  on  careful  planning  and  thorough  research.  The 
selection  process  also  necessitates  the  same  amount  of  investigation  and  comparison  of  the  many 
development  programs  available.  It  is  a  major  decision  requiring  a  great  deal  of  information. 

help  meet  this  need,  the  advertisers  appearing  in  this  special  section  are  offering  decision-level 
butives  valuable  industrial  site  and  area  development  literature — free  and  without  obligation.  The 
fertisements  are  arranged  alphabetically  by  geographic  area  to  make  it  easy  to  locate  the 
rmation  you  need  from  the  areas  you  are  most  interested  in.  It's  a  convenient  method  for 
lering  the  area  development  data  vital  to  your  company's  site  selection  planning. 

industrial  development  advertisers  represented  on  these  pages  are  eager  to  send  their  literature  to 
IBES'  executive  readers.  To  obtain  any  of  the  offered  information,  refer  to  the  postage-paid  reply 
at  the  end  of  this  section.  Simply  fill  in  all  the  necessary  information,  circle  the  numbers  which 
espond  to  the  advertisers  that  interest  you  and  forward  the  reply  card  to  FORBES.  Your  request 
be  processed  by  FORBES  and  forwarded  to  the  appropriate  advertisers.  They  will  mail  their 
ature  to  you  directly.  Please  allow  a  reasonable  amount  of  time  for  processing. 


ONA 

zona 

na  enjoys  one  of  the  nation's  fastest  rates  of 
trial  growth.  The  U.S.  Government  predicts  Ari- 
will  continue  to  be  a  leader  in  the  rate  of  labor 
growth  through  1980.  The  reasons  why  are  spelled 
in  detail  in  this  free  40-page  report,  "Arizona,  An 
omic   Profile."   Land,    taxes,    water,  production, 
portation,  finance,  education  and  research,  energy, 
ility,  all  are  thoroughly  explored.  Arizona.  The  po- 
al  is  here.  Maybe  you  should  be  too.  Arizona  Office 
;onomic  Planning  &  Development,  Economic  De- 
>ment  Program,  1700  West  Washington — Dept.  6L, 
nix  AZ  85007.  Phone  (602)  255-5374. 


ARIZONA: 
AN  ECONOMIC 
PROFILE 


ARIZONA— Metro  Phoenix 

We  Want  Metro  Phoenix  To 
Be  Your  Forwarding  Address! 

The  Metro  Phoenix  lifestyle  described  in  depth  and  in 
detail.  Examine  its  economy,  its  future,  its  climate  and 
its  resources.  Learn  why  living  and  working  in  the 
"Valley  of  the  Sun"  has  many  "fringe  benefits"  for  your 
bottom  line,  as  well  as  your  people.  This  32  page  color 
magazine  presents  a  convincing  case  for  relocating  in 
the  Metro  Phoenix  area  .  .  .  Buckeye,  Glendale,  Chan- 
dler, Wickenburg,  Scottsdale,  Mesa,  Tempe,  Paradise 
Valley,  or  Goodyear/Litchfield.  Send  for  it  or  call  our 
area  development  office:  (602)  254-5521. 
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Chambers  of  Commerce 

Gel  the  locls 

Wolly  Coddow.  Manager.  Economic  Development 
Phoenix  Metro  Chamber  ot  Commerce 
34  W  Monroe  Street 
Phoenix.  Anzona  85003 
Telephone  (602)254-5521 
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ARIZONA— Metro  Phoenix 

Phoenix  Delivers  30  Million 
Prospects  For  Your  Products 

The  entire  West  Coast  is  overnight  from  Phoenix, 
which  is  one  of  the  many  reasons  we're  attracting 
companies  like  Greyhound,  Litton  Industries  and  Digi- 
tal Equipment  Corporation  to  the  Valley  of  the  Sun.  As 
the  electric  and  water  utility  serving  the  prime  subur- 
ban industrial  areas  of  Phoenix,  the  Salt  River  Project  is 
in  an  excellent  position  to  amplify  all  the  reasons  your 
firm  should  consider  the  Valley  of  the  Sun.  Our  unsur- 
passed climate,  our  Right-To-Work  Law,  our  tax  exemp- 
tions on  manufacturers'  inventories,  our  diversified 
transportation,  skilled  work  force,  huge  range  of  im- 
proved and  unimproved 
building  sites  and  depend- 
able water  and  power  sup- 
ply. .  .  .  This  overview  is 
detailed  in  our  free  book 
called:  Economic  Assets  of 
Metropolitan  Phoenix.  To 
obtain  your  copy,  circle  our 
number.  Your  request  will 
be  treated  in  the  strictest 
confidence. 


CALIFORNIA/COLORADO/ IDAHO/ IOWA/ 
KANSAS/ MISSOURI /MONTANA/ NEBRASKA/ 
NEVADA/OREGON/ UTAH/ WASHINGTON/WYOMING 

Upland  Industrial  Sites  Av< 
able  Now  In  13  Central  Ai 
Western  States. 

Upland  has  an  industrial  site  to  meet  your  spec 
tions.  We  can  put  your  company  near  required 
materials,  labor  supply  and  growth  markets.  And 
provide  specific  site  information  on  environment,  t 
labor,  energy  and  transportation.  Each  Upland  indu 
site  is  served  by  the  dependable  Union  Pacific  Rail 
Write  in  confidence  to: 
Howard  F.  Hansen,  Ex- 
ecutive Vice  President, 
Upland  Industries  Corpo- 
ration, Dept.  FB109,  110 
North  14th  Street,  Suite 
1000,  Omaha,  NE  68102. 

Upland  Industries  is  a  wholly- 
owned  subsidiary  of  Union  Pa- 
cific Corporation. 


CALIFORNIA— San  Diego 

San  Diego:  The  Proven  Site 
For  Success 

Success.  San  Diego  has  all  the  ingredients  business  and 
industry  need  for  it.  There's  the  most  wonderful  weath- 
er in  America  and  a  superb  lifestyle.  A  large  and  rapidly 
growing  work  force.  Plus,  location  in  Southern  Califor- 
nia— the  fastest  growing  and  second  largest  market  in 
the  United  States.  San  Diego  is  the  nation's  ninth 
largest  city  and  California's  second  largest.  There  are 
excellent  transportation  facilities,  an  advantageous  tax 
climate  and  limitless  site  locations.  Most  important, 
San  Diego  welcomes  new  business  and  industry.  The 
San  Diego  Success  Package  shown  here  has  all  the 
details.  Just  write,  call  or  circle  our  reader  service  num- 
ber. Your  request  will  be  treated  in  confidence. 


CANADA 


■ 


Send  For  Canada. 

The  best  place  for  your  next  plant  may  not  even  1 
the  States.  It  could  be  Canada,  the  country  that  let 
industrialized  nations  in  return  on  corporate  capita 
first  half  of  this  decade.  This  province-by-province 
at  your  next  door  neighbor  illustrates  the  econ 
diversity  and  attractions  of  a  land  of  energy  and  be 
less  opportunity.  Prepared  by  Canadian  National 
ways,  the  only  transportation  system  reaching  a] 
Canadian  provinces  and  the  Northwest  Territc 
Fact-filled  brochure  explores  the  advantages  of  loc 
in  Canada,  as  well  as  its  social  and  political  struct 
Offers  specific,  confidential  plant  site  advice  and  c 
tion  from  CN  Rail's  industrial  development  arm. 
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ORIDA 

lorida  Has  More  Manufacture 
ig  Establishments  Than  Any 
ther  Southeastern  State! 

>rida's  positive  attitude  of  encouraging  new  business 
showing  exciting  results.  Florida  now  ranks  second  in 
e  U.S.  in  new  business  incorporations,  and  our  indus- 
al  employment  in  a  recent  10  year  period  rose  63% 
30  second  nationally).  "THE  BUSINESS  OF  AMER- 
A  IS  3USINESS"  was  true  when  Calvin  Coolidge  said 
in  1925  and  is  even  more  true  today.  Our  business  is 
;ouraging  new  business  to  come  to  Florida  and  we'd 
£  to  demonstrate  to  you  why  industry  is  finding 
frida  so  desirable,  and  show  you  what  Florida  has  to 
er  in  terms  of  your  specific  requirements.  Please 
[te  or  call:  Bureau  of  Industry  Development,  Depart- 
nt  of  Commerce,  107  West  Gaines  Street,  Room 
H,  Tallahassee,  Florida  32304.  (904)  488-5507 


FliOIMIMI 

WE'RE  MORE  THAN  SUNSHINE 

7 


FLORIDA— Boca  Raton 

The  Best  Place  For  Your 
Business.  And  Your  Family. 

Boca  Raton  is  known  as  one  of  America's  finest  com- 
munities, with  an  exceptional  quality  of  life,  beautiful 
residences  and  extraordinary  community  and  cultural 
facilities.  It  also  is  the  new  home  of  business  in  South 
Florida.  With  major  companies  moving  to  this  Palm 
Beach  County  city  from  all  over  the  country.  The  rea- 
sons: excellent  labor,  good  transportation,  abundant  en- 
ergy and  a  good  educational  sys- 
tem. Plus  an  enlightened,  aggres- 
sive financial  community.  But, 
most  of  all,  the  new  850-acre  Ar- 
vida  Park  of  Commerce,  adjacent 
to  1-95,  and  zoned  for  research, 
development,  light  industry  and 
offices.  A  totally  planned  busi- 
ness center  amidst  Arvida's  ex- 
clusive Broken  Sound  Golf  Club. 
For  information,  call  L.  Scott 
Martens  at  (305)  395-2000.  The 
Arvida  Park  of  Commerce,  Ar- 
vida  Realty  Sales,  Inc. — REAL- 
TOR, Box  100,  Boca  Raton,  Flor- 
ida 33432.  This  does  not  consti- 
tute an  offer  for  disposition  of 
real  property  and  shall  be  void 
where  prohibited  by  law. 


The  Arvida 
Park  of  Commerce 


A  good  business 
deserves  a  great 
location 
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)RIDA — Gainesville 

ie  Power  To  Choose 

h  the  urban  crisis  continuing,  metropolitan  pres- 
s  and  pollution  taking  their  toll  on  American  cities, 
te  is  an  alternative  .  .  .  Gainesville,  Florida.  Contin- 
y  listed  in  the  top  twenty  of  America's  fastest  grow- 
cities,  Gainesville  is  strategically  located  in  North 
tral  Florida  with  easy  access  to  the  Southeastern 
kets.    A   progressively   superior,  economy-minded 
rnment  keeps  taxes  low,  offers  available  sites  or 
ting  buildings  and  welcomes  industries  that  are  sen- 
re  to  both  human  and  environmental  needs.  Home 
e  University  of  Florida  and  Sante  Fe  Community 
ege,  offering  research  and  computer  technology  fa- 
ies  to  Florida's  industries.  A  skilled  work  force  that 
s  about  quality  control  and  an  excellent  network  of 
rstate  highways  and  railways  and  the  world's  only 
energy  regional  airport.  Gainesville  has  an  ideal 
Iperature,  year-round  recreation,  major  sports  attrac- 
s,  exceptional  housing  and  health  care  facilities, 
iiesville  ...  a  brilliant  choice.  Proceed  to  effect  it. 

AREA  CHAMBER  OF  COMMERCE 


FLORIDA  32602 

P.O.  Box  11 87  (904)372-4771 


FLORIDA— Jacksonville 

Why  Your  Business  Should 
Move  To  Jacksonville 

People.  What  you  don't  bring  with  you,  draw  from  our 
proficient  labor  force  that's  steadily  supplemented  by 
former  military  people  with  technical  and  managerial 
skills.  We  also  work  with  you  to  develop  special  train- 
ing programs  that  meet  your  specific  needs.  Accessibil- 
ity. Our  international  deep-water  harbor  is  why  Jackson- 
ville's  the  eleventh  largest  container  port  in  the  world. 
Service  by  major  rail  and  trucking  companies  insures 
prompt  delivery  of  your  goods.  Plus,  our  modern,  well- 
planned  international  airport  is  your  uncongested 
threshold  to  the  world.  And  Jacksonville's  year-round 
mild  climate  allows  your  production  and  distribution 
operations  to  run  more  efficiently  Plant  sites.  We've  got 
more  prime  industrial  sites  because  we've  got  more 
space.  With  a  total  land  mass  larger  than  New  York  and 
Los  Angeles  combined,  there's  plenty  of  growing  room 
for  your  company.  In  addition  to  industrial  parks  for 
manufacturing,  warehousing  and  distribution,  down- 
town Jacksonville  is  an  impressive  site  for  your  admin- 
istrative headquarters.  Choose  from  thousands  of  square 
feet  of  prime  office  spaces  that  overlook  the  majestic 
St.  Johns  River.  Tennis,  golf  and  sailing  are  just  three  of 
the  recreational  activities  you  can  enjoy  year-round. 
And  the  only  things  that  crowd  our  50  miles  of  beauti- 
ful beaches  are  sunshine  and  blue  sky.  All  Inquiries 
Confidential.  For  more  information,  call  Lamar  Nash  at 
904-396-2586.  Or  write  to  him  at  Jacksonville 
Area  Chamber  of  Commerce,  P.O.  Box  329, 
Jacksonville,  Florida  32201.  10 
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GEORGIA 

Georgia:  Grounds  For 
Expansion. 

For  the  past  ten  years,  in-state  expansions  have  ac- 
counted for  56%  of  Georgia's  industrial  growth.  The 
reason  is  simple.  Business  prospers  in  a  business-like 
environment.  Georgia  increases  labor  productivity 
through  Quick  Start,  a  free  employee  training  program. 
And  we  support  industry  with  our  right-to-work  legisla- 
tion. Other  benefits  of  our  streamlined  government  are 
low  personal  and  corporate  income  taxes.  With  neither 
sector  bearing  an  unreasonable  proportion  of  operating 
costs.  Attractive  location  incentives  make  Georgia's 
business  environment  even  better.  Contact  Mr.  Milt 
Folds,  Commission,  Georgia  Department  of  Industry  & 
Trade,  Dept.  FB-02,  P.O.  Box  1776,  Atlanta,  Georgia 
30301;  404656-3556.  It  could  be  a  very  prosperous 
move. 


Georgia 


ii 


MASSACHUSETTS 

The  Winning  Combination 

The  Winning  combination  is  the  key  to  opening  it 
business  opportunities  for  you.  A  new  state  tear) 
ready  to  put  its  expertise  and  resources  to  work  for 
.  .  .  now.  Before  you  make  a  move,  get  the  Facts  In 
tive  Folder  that  gives  you  all  the  information  on  fin 
ing  assistance,  revenue  bonds,  tax  exemptions,  tax  c 
its — a  series  of  18  fact  sheets  covering  all  the  Busi 
Development  Incentives.  Just  circle  our  number  to  £ 
free  copy  of  this  informative  new  Facts  Incentive  I 
er.  Commonwealth  of  Massachusetts,  Edward  J.  I 
Governor,  George  S.  Kariotis,  Secretary  of  Econc 
Affairs,  James  F.  Carlin,  Commissioner  of  Comm 
Department  of  Commerce 
and  Development,  100 
Cambridge  Street,  Boston, 
MA  02202 


NEBRASKA— Omaha 

Do  48  Of  Fortune's  Top  500 
Know  Something  You  Don't 
About  Omaha? 

They  have  their  manufacturing  facilities  in  Omaha.  All 
48  of  them.  After  all,  operating  costs  are  lower  here.  A 
few  of  the  reasons:  an  expanding  market,  excellent 
multi-dimensional  transportation  network,  available 
land  and  very  favorable  utility  and  communications 
costs.  In  addition,  Omaha  offers  industrial  revenue 
bonds,  financing  and  a  100%  property  tax  exemption 
on  business  inventories.  Omaha  is  also  one  of  the  few 
cities  named  a  "foreign  trade  zone."  Here  foreign  and 
domestic  goods  may  be  stored  indefinitely;  no  duty,  no 
bond,  no  quota  restrictions  in  the  zone.  At  the  same 
time,  Omaha  worker  productivity  is 
high — growing  at  twice  the  na- 
tional rate  since  1965.  Shouldn't 
you  find  out  more  about  us?  Send 
for  the  booklet:  "The  Case  for 
Omaha."  Write  or  phone  Rod 
Moseman  at  (402)  341-1234. 
Omaha  Economic  Develop- 
ment Council,  Suite  2100, 
Dept.  A-44,  1620  Dodge  St. 
Omaha,  Nebraska  68102 


NEBRASKA— Omaha/Southeastern  Nebraska 

The  Room-to-Grow  Region— 
13  SE  Nebraska  Counties 

New  brochure  provides  the  facts  about  the  basic 
nomics  and  special  brand  of  lifestyle  in  the  heartlan 
the  continental  United  States.  Rail  center.  River  te 
nal  for  three  barge  lines.  Interstate  crossroads.  Se 
by  eight  major  airlines.  Read  about  the  labor  sup 
characterized  by  high  productivity,  low  turnover 
absenteeism,  and  few  work  stoppages.  Nebraska 
right-to-work  state.  In  Omaha's  "foreign  trade  zo 
foreign  and  domestic  goods  may  be  stored  indefinii 
no  duty,  no  bond,  no  quota  restrictions  in  the  z 
Favorable  electric  rates  and  ample  supply  of  ele< 
energy,  both  nuclear  and  coal  generated,  continu 
make  Omaha  Southeastern  Nebraska  a  prime  choic< 
location  of  new  industry.  An  experienced  professi 
team  is  ready  to  serve  you  in 
strict  confidence.  Circle  our  num- 
ber for  a  free  brochure.  Or  write 
or  phone  Tom  Gage,  Manager  of 
Area  Development,  Omaha  Pub- 
lic Power  District,  1623  Harney 
Street,  Omaha,  NE  68102.  Phone: 
(402)  536-4347. 


©maha 
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HER  LANDS— Amsterdam 

iggars  Are  No  Choosers — 
•lective  Investors  Pin-Point 
isterdam 

je  values  adding-up  to  attractive  prospects  when 

-Dlishing  industrial  operations  in  AMSTERDAM:  •  Lo- 

fn  Centre  part  of  Holland,  at  the  threshold  of  conti- 
al  Europe.  •  Space  Ample  lots  of  deep-water  front- 
ndustrial  sites,  ready  for  immediate  occupation, 
cessibility   Supply   and   distribution   facilities  via 

'by  sea-  and  airport,  covering  all  modes  of  transpor- 
ts! air,  sea,  overland  and  pipeline.  •  Marketing  Easy 

Iness  outlets  to  all  of  Europe's  market  areas,  cover- 
several  hundred  million  customers.  •  Co-operation 
tort  by  local  government  attendance  and  auxiliary 
ces  from  worldwide  banking  services.  •  Corporate 
Advantageous  tax  schemes  for  international  oper- 

is.   Conditions  for  land  use  in   

ITERDAM  are  flexible  and  sub- 
to  negotiation.  For  applications 

i  specific  briefing  check:  PORT 

HAGEMENT  OF  AMSTERDAM, 
Building,  De  Ruyterkade  7,  Am- 
am,  The  Netherlands.  Telephone 
Code  020  nr.  22.12.01.  Telex 
7  ampor  nl. 


15 


•    THE  PORT  OF 

(^AMSTERDAM! 

IN  FACTS  AND  PHOTOS 


NETHERLANDS— North  Brabant 

Spearhead  In  Western 
Europe? 

CHECK  WHAT  NORTH  BRABANT  HAS  TO  OFFER. 
Centrally  situated  in  Western  Europe/  International  road 
network/  Direct  links  with  the  sea/  Extensive  inland 
shipping  network/  Connections  with  international  air 
routes/  Railway  network  connecting  among  other 
things,  many  industrial  sites/  A  whole  system  of  pipe- 
lines/ More  than  1300  ha.  of  industrial  location,  building 
permission,  immediately  available/  Financial  facilities 
when  starting  up/  Varied  training  facilities/  Well-trained, 
fast-growing,  working  population/  A  good  spread  of  ser- 
vice centres/  Ideal  "residential  province"/  Efficient  start- 
ing up  facilities  and  service.  TOGETHER  IT  ALL 
ADDS  UP  TO  A  TIDY  SUM. 
There  is  already  a  space  for 
you  in  North  Brabant. 

Spearhead  in 
Western  Europe? 


m 

North  Brobont 
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JERSEY 

j  And  Your  Business 

i  Better  Off  In  New  Jersey 

iG  has  put  together  a  free  kit  of  important  materi- 
jat  tells  you  why:  100-page  OFFICE  SPACE  GUIDE 
you  where  the  office  space  is  and  the  cost  per 
h:  foot  .  .  .  64-page  FACT  BOOK  details  New  Jer- 
i  living  as  well  as  business  advantages  .  .  .  SITE- 
>ER'S  GUIDE  explains  our  free  location  services  to 
In  addition,  PSE&G  offers  you  its  INDUSTRIAL 
tS  PORTFOLIO,  containing  large,  color  aerial  pho- 
Iphs  of  36  available  sites  together  with  pertinent 
itnation.   For  Information  Kit,   simply  circle  our 
)er.  Industrial  Parks  Portfolio  is  available  by  special 
st  on  your  business  letterhead.  * 
to:    Bob   Franklin,  PSE&G, 
Development  Depa 
I  Room  111,  80  Park 
I  Newark,  NJ  07101. 


NORTH  CAROLINA 

Plants,  Sites,  Shells  For 
Sale  Or  Lease. 
Good  Neighborhood. 

North  Carolina  has  an  abundance  of  preferred  proper- 
ties. Including  plants  and  basic  buildings  that  are  ready 
for  immediate  occupancy.  As  well  as  land  where  you 
can  build  your  own.  So,  if  you're  a  browsing  plant 
location  executive,  check  the  information  you'd  like  to 
have.  Our  staff  of  professionals  will  gladly  put  it  at  your 
fingertips. 

d  Available  buildings 

O  Basic/shell  buildings 

D  Select  plant  sites 

Mail  to  North  Carolina  Department  of  Commerce,  In- 
dustrial Development  Division,  Suite  1702,  430  N.  Salis- 
bury Street,  Raleigh,  NC  27611.  Or  call  (919)  733-4151 
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OHIO 

Ohio  Offers  Industry  More 

BEST  MARKET  LOCATION 

Ohio  is  in  the  heart  of  America's  largest  market, 
with  two-thirds  of  the  population  of  both  the  United 
States  and  Canada  within  overnight  transportation. 
BEST  SKILLED  LABOR 

A  tradition  of  manufacturing  means  assurance  of  a 
seasoned,  skilled  worker  pool. 
FINEST  TECHNICAL  TRAINING  PROGRAMS 

Ohio  has  the  finest  vocational  and  technical  training 
system  in  America,  with  more  than  150  technical  pro- 
grams to  provide  special  skills  needed  by  industry. 
LOW  WORKER'S  COMPENSATION  COSTS 

Ohio  ranks  within  the  bottom  eleven  states  charging 
employers  low  premium  rates,  and  in  the  top  ten  states 
paying  high  weekly  benefits. 
LOW  TAXES 

Ohio  ranks  50th  in  state  and  local  taxes  per  $1,000 
personal  income.  Lower  taxes  mean  more  profit  and 
more  take-home  pay. 

PROFIT  IS  NOT  A  DIRTY  WORD  IN  OHIO 

SEND  REQUEST  FOR  LITERATURE  TO:  James  A. 
Duerk,  Director,  Department  of  Economic  and  Commu- 
nity Development,  P.O.  Box  1001,  Columbus,  Ohio 
43216 

Telephone  (614)  466-3379 


PENNSYLVANIA— McKean  County 

It's  What  We  Don't  Have  I 
McKean  County  That  Shoi 
Interest  You! 

We  don't  have  frustrating  urban  problems  such  as 
raling  crime  rates,  congested  traffic  conditions,  t 
sive  local  taxes,  overpopulation  and  pollution.  Ou 
cellent  quality  of  life  is  second  to  none.  We  are  lo 
within  500  miles  of  approximately  Va  of  the  na 
major  markets,  yet  we  can  still  offer  a  relaxed  em 
ment  with  diversified  year-round  recreational  oppoi 
ties.  Our  available  sites  include  a  recently  comp 
200  acre  industrial  park  and  a  180,000  square 
building.  Consider  what  we  don't  have,  then  we 
happy  to  show  you  what  we  can  offer.  Coi 
McKean  County  I.D.C.,  15  Main  Street,  Brai 
Penna.  16701.  Phone:  (814)  368-7115 


The  McKejn  County  Indutftai  Development 
15  Mam  Street.  BVadfo'd.  Penmylrti 
814/388  7115 
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PENNSYLVANIA— Philadelphia 

"When  It's  Done  By 
Professionals,  It's  Done 
Right." 

The  Philadelphia  Industrial  Development  Corporation  is 
one  of  the  oldest  economic  development  agencies  in  the 
country — and  the  best.  For  over  20  years  we  have  been 
helping  companies  like  yours  with  everything  from  low- 
cost,  long-term  financing  packages  to  the  issuing  of 
permits  and  licenses.  We  have  the  broadest  possible 
spectrum  of  programs  to  fit  individual  project  needs, 
and  a  remarkable  range  of  on-staff  expertise  in  law,  real 
estate,  marketing,  etc.  Perhaps  most  importantly,  our 
close  working  relationship  with  government  agencies 
and  local  lending  institutions  slices  through  red  tape  .  .  . 
and  gets  things  done.  For  more  information,  call  or 
write:  Mr.  Walter  D'Alessio,  Executive  Vice  President, 
PIDC,  Suite  1705,  Dept.  FB-10-29,  One  East  Penn 
Square,  Philadelphia,  PA  19107  (215)  568-4448 


21 

142 


PENNSYLVANIA— Southeastern  Pennsylvania 

We've  Got  Good  Connectioi  v< 

Southeastern  Pennsylvania  is  located  midway  bet  L 
New  York  and  Washington  with  abundant  reso  " 
and  plenty  of  good  connections.  Our  area  offers  al 
need  to  make  a  growing  company  prosper.  Like  t 
transportation  and  communications,  favorable  in  ^ 
levels,  ample  labor  supply,  choice  plant  and  bus 
sites.  Our  good  connections  could  be  the  right  co:  P 
tions  for  you.  Philadelphia  Electric  Company.  Coi  ^ 
Mr.  James  O'Brien,  Manager,  Area  Development,  1  fat 
delphia  Electric  Company,  2301  Market  Street,  Phi  ^ 
hia,  PA  19101,  (215)  841-5657.  - 
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DDE  ISLAND 


|l  About  Rhode  Island, 
ne  Workstyle/Lifestyle  State 

ixle  Island  has  more  skilled  workers  per  square  mile 
Jrx  any  other  state  .  .  .  one  of  the  lowest  tax  rates 
and  .  .  .  100%  financing  .  .  .  proximity  to  prime  mar- 


Plus  dozens  and  dozens  of  saltwater  beaches, 
courses,  parks  .  .  .  opera,  symphony,  theater  .  .  .  ex- 
ent  schools  and  housing.  For  a  special  kit  that  gives 
s  and  figures,  contact  Scott  Eubanks,  Director, 
)de  Island  Dept.  of  Economic  Development,  One 
/bosset  Hill,  Providence,  RI  02903.  401-277-2601. 


SOUTH  CAROLINA 

South  Carolina 

"300  years  of  commitment  to  profit.  .  .  .  and  people" 
reviews  South  Carolina's  historical  commitment  to 
business,  as  well  as  the  exceptional  incentives  offered 
by  the  Palmetto  state  to  new  and  expanding  industries. 
This  colorful  brochure  evaluates  South  Carolina's  trans- 
portation system,  tax  and  employee  training  programs, 
industrial  financing  laws,  construction  costs,  human  re- 
sources and  living  advantages.  For  immediate  or  addi- 
tional information,  contact  Robert  Leak,  Director, 
South  Carolina  State  Development  Board,  Post  Office 
Box  927,  Columbia,  South  Carolina  29202.  (803)  758- 
3145,  TWX  (810)  666-2628. 


Sr«ith<  an  d  uet 
-K  X  )  4  u  imrrrttniLni 

1-  ijmillt.  itirllo  jictifit:- 


TEXAS— Amarillo 


Solved  In  Your  Company's 
pcision  To  Relocate  Or 
pand? 

du  are  a  decision-level  executive  looking  into 
I  possibility  of  relocating  or  expanding  your 
[  ipany's  operation,  you'll  be  interested  in  the 
i  ature  advertised  on  these  pages.  These  ad- 
jjisers  are  offering  valuable  data  concerning 
Is  many  advantages  and  incentives  available  in 
i  r  area  development  programs.  This  informa- 

<  could  be  instrumental  to  your  site  selection 
ksion. 


Amarillo — Exciting,  New 
Industrial  Community 

In  the  past  five  years  companies  like  Asarco,  Diamond 
Shamrock,  Iowa  Beef,  Mesa  Petroleum,  and  Owens/ 
Corning  Fiberglas,  along  with  others,  have  invested  over 
half  a  billion  in  Amarillo.  What's  the  attraction?  Loca- 
tion— in  the  heart  of  the  Texas  Panhandle,  central  city 
for  portions  of  five  states.  The  good  life — city  conve- 
niences with  relaxed  Western  lifestyle.  Clean  air — and 
room  to  breathe.  Sunshine — 348  days  every  year.  Busi- 
ness climate — rated  the  best  in  the  nation.  Ample  ener- 
gy— natural  gas,  electric 
power,  people  energy. 
Transportation — network  of 
air,  rail  and  truck  lines. 
Send  for  our  free  80-page 
booklet  which  describes 
ALL  the  factors  that  distin- 
guish Amarillo  as  an  ideal 
location.  Call,  write,  or  use 
the  reader  service  card.  Pat 
Walsh.  Amarillo  BCD,  301 
Polk,  Amarillo,  TX  79101. 
(806)  374-2861. 


AMAR 


Proud  New  City 
Of  The  Old  West 
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TEXAS— Corpus  Christi 

Plants,  Profits  and  People 
Thrive  In  Corpus  Christi. 

Superb  business  advantages — including  location  in  the 
state  with  the  nation's  top  business  climate — make  Cor- 
pus Christi  a  logical  choice  if  your  company  is  planning 
to  build,  move  or  expand.  Highly  productive  workers- 
.  .  .  lower  living  and  operating  costs  .  .  .  excellent  trans- 
portation systems:  we  have  all  these  (and  much  more)  to 
brighten  your  profit  picture.  But  once  you've  based  your 
decision  on  all  the  right  bottom-line  reasons,  relax  and 
enjoy  the  beautiful  bonus:  a  casual,  fun-filled  life  in  a 
semi-tropical  vacationland,  replete  with  lots  of  surf  and 
sunshine,  fabulous  hunting  and  fishing,  and  opportunities 
for  outdoor  recreation  throughout  the  year.  Let  us  tell  you 
more  about  your  potential  for  profit  and  pleasure  in 
Corpus  Christi.  Brodie  Allen,  Director,  Corpus  Christi 
Industrial  Com- 
mission, P.O. 
Box  640F,  Cor- 
pus Christi,  Tex- 
as 78403.  Phone 
(512)  883-5571. 


■st*-""  Wtk 
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TEXAS— Houston 


The  Champion  Realty  Story 


Champion  Realty   Corporation  has   several   thou  3 
acres  of  prime  land  just  north  of  Houston  in  Montj 
ery  County,  Texas.  Champion  Realty  Corporation 
wholly  owned  subsidiary  of  the  Champion  Intemati 
Corporation    which    owns    or    controls  more 
3,400,000  acres  of  timberlands  in  14  states.  Man 
these  holdings  have  come  within  the  growth  pattei 
metropolitan  areas  and  their  present  value  far  exc 
that  of  timberlands.  Champion  Realty  was  formed  tc 
these  choice  properties.  Several  thousand  prime  acre 
within  the  natural  growth  pattern  of  one  of  the  nat 
most  dynamic  cities,  Houston.  Call  or  write  Michi 
Daughn,  vice-president  for  complete  information  a 
available  properties  in  this  exciting  area. 


If 


Champion  Realty  Corporation 

Subsidiary  of  Champion  International  Corpoi 

One  Greenspoint  Plaza,  Suite  500 
16855  Northchase  Drive 
Houston,  Texas  77060 
Telephone  713-931-6161 


: 


WEST  GERMANY— Bavaria 

Bavaria — An  Alternative  For 
Farsighted  Industrial  Location 
Planning. 

The  state  of  Bavaria  has  developed  to  a  highly  modern 
industrial  region  which  offers  location  advantages  par- 
ticularly to  industries  using  advanced  technology  and 
requiring  successful  cooperation  with  science  and  im- 
portant research  centers.  Companies  will  find  there  a 
well-developed  road  and  airline  network,  an  efficient 
energy  supply,  land  at  favorable  prices,  a  reliable  and 
highly-trained  labor  force  and  generous  tailor-made  fi- 
nancial assistance.  Information  from  Kallman  Asso- 
ciates, 30  Journal  Square,  Jersey  City,  New  Jersey  07306. 
Phone  (201)  653-3304 


Know  Before  You  Go. 

Mayflower  wrote  the  book  on  office  moves.  The  1 
on  electronic  and  trade  show  moves.  And  the  bool 
household  moves.  Send  for  your  copies.  They  can 
you  move  your  office,  its  equipment  and  your  pet 
From  just  about  any  place  in  the  world.  To  just  aj 
any  place  in  the  world.  Just  start  with  Mayflower, 
107B,  Dept.  F,  Indianapolis,  IN  46206. 

Mayflower 

Our  name  means  moving. 


■ 

K 
iat 


A  land  with  a  future 


Industrial  l  ocation  Atlas 


Know  before  you  M 
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the  eve  of  a  recession  Gifford-Hill  is  lever- 
ig  itself  to  the  eyeballs  to  buy  Amcord. 
\s  that  make  sense?  In  fact,  it  does. 


Not  leverage,  but 
levitation 


I  By  Norman  Pearlstine 
i  and  Cynthia  Salt /man 

as  John  R.  Hill  Jr.  flipped  his 
lid?  Doesn't  he  see  what  the  Fed 
is  doing  to  interest  rates?  The  57- 
|d  chairman  and  CEO  of  Dallas- 
ifford-Hill  &  Co.,  a  diversified 
taction  materials  firm,  announced 
onth  that  he  would  acquire  Ara- 
nc,  America's  sixth-largest  ce- 
laker,  foi  at  least  $235  million, 
lat  may  not  sound  like  a  great  deal 
ley  in  these  days  of  multibillion- 
leals,  but  consider  these  facts:  Gif- 
ll's  equity  capital  as  of  June  30 
j43  million — about  half  of  what  it 
ng  for  Amcord.  Its  pretax  earnings 
fir  were  just  $32.3  million  and  here 
lcurring  a  loan  that  at  current 
ates  would  cost  close  to  $35  mil- 
tyear  in  interest.  Not  to  mention 
11  is  paying  double  Amcord's  book 
a  a  stock  market  where  most  in- 
!  stocks  sell  well  below  book.  A 
maybe.  But  a  cash  purchase?  On 
sd  money? 


2  is,  as  the  old  saying  goes,  more 
I  an  meets  the  eye.  John  Hill  is 
:ii  considerable  risk  but  a  calculat- 
1  The  payoff  could  be  beautiful, 
re  heard  of  leveraged  buyouts,  of 

(Forbes,  July  24,  1978).  A  com- 
lants  to  get  rid  of  a  division  so  it 
ito  someone — the  division's  own 
i ment  frequently — in  a  deal  where 
1'ers  put  up  little  or  no  money, 
brrow  the  purchase  price  and  pay 

out  of  earnings  and  cash  flow — 
; Kying  the  business  with  its  own 
I  Essentially,  the  Gifford-Hill- 
a  deal  is  a  leveraged  buyout  on  a 
file,  with  the  buyer  another  corpo- 
tistead  of  an  individual, 
■up  of  banks  and  insurance  com- 
Ipparently  thinks  that  Amcord  is 
Jvery  penny  of  the  purchase  price, 
lup  is  willing  to  lend  Gifford-Hill 
!re  amount.  Such  loans  tell  much 

>ur  changing  times.  Apparently 


Giffonl-Hi/l'sJobn  R  Hill  Jr. 
The  risk  he  is  taking  is  considerable, 
but  it  is  carefully  calculated.  The  com- 
pany will  be  highly  leveraged,  but  the 
payoff  could  be  beautiful. 

the  banks  and  insurance  companies  are 
willing  to  make  such  leveraged  loans  be- 
cause they  are  convinced  that  inflation 
has  enhanced  and  continues  to  enhance 
the  dollar  value  of  the  assets  underlying 
the  loan.  Bank  money  alone  will  be  used 
for  a  temporary  "bridge  loan."  Much  of  it 
will  then  be  replaced  with  cheaper,  long- 
term  insurance-company  money. 

Neither  Hill  nor  William  T.  Pascoe  HI, 
Amcord's  chairman,  are  talking  about 
the  deal,  but  here's  the  story  as  pieced 
together  from  other  sources: 

With  demand  for  cement  booming, 
Gifford-Hill,  like  other  manufacturers, 
had  considered  building  new  plants.  But 
construction  costs  now  run  between 
$100  and  $150  a  ton  of  capacity.  Com- 


pare this  with  the  price  that  Gifford-Hill 
is  paying  for  Amcord.  After  deducting 
working  capital  from  the  price  and  add- 
ing debt  to  the  price,  it  works  out  to 
about  $60  a  ton  for  Amcord's  4.1  million 
tons  of  cement  capacity — maybe  half  the 
cost  of  new  plants.  Besides,  environmen- 
tal rules  make  it  difficult  to  get  a  new 
plant  on  stream  in  any  reasonable  time 
span.  It  is  clearly  easier  and  cheaper  to 
buy  existing  facilities,  so  Gifford-Hill  be- 
gan to  look  around. 

Amcord's  merits  as  an  acquisition 
were  first  brought  to  Gifford-Hill's  atten- 
tion by  Blythe  Eastman  Dillon  &  Co. 
Amcord's  five  plants  are  some  of  the 
most  energy-efficient  in  the  industry. 
They  run  on  Amcord's  own  coal,  instead 
of  more  costly  oil  and  gas,  and  most  of 
them  use  a  dry  process,  which  requires 
much  less  energy  than  the  wet  process 
does.  Moreover,  two-thirds  of  Amcord's 
production  is  in  southern  California  and 
Arizona,  where  cement  is  likely  to  re- 
main tight  through  the  mid-1980s. 

In  the  decade  since  taking  charge  of 
Amcord — following  a  nasty  management 
split — Bill  Pascoe  had  turned  his  com- 
pany into  a  winner.  Net  income  for  1978 
was  a  record  $3.19  a  share,  up  45%  from 
a  year  earlier,  while  revenues  rose  13%, 
from  $256  million  to  $290  million.  For 
the  first  half  of  this  year  earnings  are  up 
another  43%  on  a  17.3%  jump  in  rev- 
enues. The  company  has  pleased  share- 
holders by  increasing  dividends  15  times 
during  the  past  six  years.  But  despite 
these  results,  Amcord  stock  was  trading 
as  low  as  $16.25  a  share  earlier  this  year, 
or  about  4.3  times  estimated  1979  share 
earnings.  Bill  Pascoe,  at  age  63,  was  rest- 
less— more  interested  in  pursuing  his 
passions  for  thoroughbred  racing  and 
yachting  in  the  Bahamas  than  in  running 
a  cement  company. 

Pascoe  quietly  let  it  be  known  that  he 
would  entertain  an  offer,  presumably  for 
cash,  if  it  would  substantially  enhance 
the  value  of  his  own  1,051,115  shares 
outstanding.  Pascoe  and  Hill  had  met 
early  this  year  and  had  gotten  along  well. 
So  when  Gifford-Hill  made  overtures  ear- 
ly this  summer,  Pascoe  listened. 

Gifford-Hill  called  in  Smith  Barney, 
Harris  Upham  &  Co.,  which  had  courted 
the  company  for  years,  for  help  in  put- 
ting the  deal  together  (Blythe  was  repre- 
senting Amcord).  Smith  Barney  realized 
that  its  first  priority  was  to  lock  up  the 
shares  held  by  Pascoe  and  other  corpo- 
rate insiders.  Their  block  equaled  20%  of 
the  shares  outstanding.  If  Gifford-Hill 
could  get  it,  other  potential  suitors  would 
have  a  tough  time  competing  with  an 
offer  from  the  Dallas  firm. 

On  Aug.  8,  shortly  after  talks  with 
Gifford-Hill  began,  Amcord  put  out  a 
news  release  saying  it  was  holding  pre- 
liminary merger  talks  with  an  unnamed 
U.S.  corporation.  The  release  looked  to 
analysts  like  an  advertisement  for  other 


OCTOBER  29,  1979 


145 


bidders,  and  it  may  have  helped  drive  up 
the  final  sale  price.  But  it  appears  that 
Pascoe  was  only  interested  in  selling  to 
Gifford-Hill.  As  the  acquisition  was  an- 
nounced, he  and  the  other  insiders  en- 
tered into  a  binding  contract  to  sell  their 
stock  to  Gifford-Hill. 

Gifford-Hill  went  to  its  own  banks  for 
the  interim  revolving-credit  agreement. 
In  consultation  with  its  investment 
banker,  Gifford-Hill  also  had  to  convince 
the  banks  and  insurance  companies  that 
it  could  handle  the  huge  increases  in 
long-term  debt.  Here's  the  rough  arith- 
metic: Adding  Gifford-Hill's  and  Am- 
cord's  existing  long-term  debt  to  the  new 
loan  will  saddle  Gifford-Hill  with  about 
$360  million  in  debt.  However,  the  two 
companies  combined  should  earn  $80 
million  pretax  this  year,  which  would 
cover  interest  costs  by  a  margin  of  more 
than  two  for  one.  Moreover,  Gifford-Hill 
has  a  very  healthy  cash  flow  from  depre- 
ciation, much  of  which  can  be  diverted 
to  servicing  the  debt  if  needed. 

Isn't  the  eve  of  a  recession  a  funny 
time  to  go  into  a  leveraged  deal  like  this? 
Maybe,  but  the  chances  are  good  that 
Sunbelt  cement  plants  won't  be  too  badly 
hurt.  Besides,  John  Hill  probably  figures 
that  a  deal  like  this  doesn't  come  along 
every  day,  so  he  had  better  take  it  now 
and  worry  about  the  timing  later. 

Gifford-Hill  may  have  an  extra  margin 
for  error  since  it  is  asking  its  lenders  to 
agree  to  a  moratorium  on  repayments  of 
principal.  In  addition,  Gifford-Hill  is  con- 
sidering the  sale  of  some  Amcord  assets, 
including  its  cement  plants  in  Pennsyl- 
vania and  Michigan.  Proceeds  from  that 
sale  could  be  used  to  pay  down  some 
long-term  debt.  Later,  if  the  stock  mar- 
ket improves  and  cement  continues  to 
boom,  Gifford-Hill  could  probably  sell 
some  common  stock  for  a  great  deal 
more  than  its  recent  price  of  $16  a  share. 

Back  in  1975,  when  the  cement  indus- 
try was  still  reeling  from  the  1974  reces- 
sion, Amcord  could  have  been  bought  for 
less  than  $100  million.  But  in  those  days 
Gifford-Hill's  earnings  were  depressed 
and  it  didn't  have  that  kind  of  money.  In 
business  you  grab  your  opportunities 
when  you  can. 

If  the  deal  goes  through  Gifford-Hill 
will  be  one  of  the  more  highly  leveraged 
industrial  companies  in  the  market.  Its 
debt  will  be  2%  times  its  equity.  Howev- 
er, the  leverage  looks  less  scary  if  you 
figure  Amcord's  five  and  Gifford-Hill's 
two  cement  plants  at  replacement  value 
rather  than  at  book  value. 

The  deal  would  create  one  of  the  larg- 
est cement  companies  in  the  U.S.  Thus, 
federal  trustbusters  may  have  something 
negative  to  say.  But  whether  the  deal 
goes  through  or  not,  it  has  opened  some 
interesting  new  paths  for  smallish  com- 
panies that  want  to  expand  quickly  and 
for  others  that  want  to  sell  out  in  a  de- 
pressed stock  market.  H 


California  First  is  an  American  bank  bi 
good  many  of  its  depositors  are  surprise 
learn,  it  has  a  Japanese  parent. 


Funny,  you  don't 
look  Japanese 


By  Anthony  Spaeth 


Ask  Billy  Young,  pulling  away 
from  the  drive-in  window  of  Cali- 
fornia First  Bank's  Santa  Monica 
branch,  how  he  likes  his  Japanese  bank, 
and  get  ready  for  a  double  take.  "A  Japa- 
nese bank?"  he  asks,  unbelieving.  "I've 
banked  here  for  16  years  and  I  didn't 
know  that."  Shaking  his  head,  he  contin- 
ues to  muse:  "You  never  see  any  Japa- 
nese working  here.  ..." 

Billy  Young's  surprise  is  music  to  the 
ears  of  the  bank's  president,  Toshio  Na- 
gamura.  "We  are  an  American  bank," 
Nagamura  deadpans  in  his  uneven  En- 
glish. The  executive  vice  president  to  his 
left,  Tetsuya  Ikenaga,  nods  assent;  so 
would  the  bank's  other  senior  officers, 
half  of  whom  are  in  California  on  rota- 
tion from  its  parent,  the  Bank  of  Tokyo. 

California  First  is  75%  owned  by  the 
Bank  of  Tokyo,  as  investors  are  bound  to 
notice  when  they  flip  by  the  kimono- 
clad  vice  president  who  appears  in  the 
annual  report.  But  for  consumers  the 
bank  offers  a  very  different  view.  On 


television  the  bank's  advertiseme 
ture  an  ail-American  Little  Leagi 
ing  into  home  plate,  and  ads  i 
newspapers  cry  out  the  bank's  n 
gan,  "No  Problem,"  a  phrase  tha' 
twist  most  of  the  tongues  in  Tok 

That  marketing  strategy  has  h 
to  do  with  California  First's  imj 
growth.  Today  it  is  California's  a 
largest  bank  in  deposits  with  a> 
$2.9  billion,  compared  with  onl> 
lion  at  the  end  of  1975.  There's 
unique,  of  course,  about  being  a 
bank  in  the  U.S.  Foreign  bank  assi 
total  about  $136.9  billion,  or  abo 
of  total  U.S.  bank  assets.  But  C& 
First  has  pushed  much  more  aggr» 
than  most  foreign  banks  into  reta: 
ing,  where  most  big  California 
have  made  their  mark. 

The  Bank  of  Tokyo,  Japan's 
ized  foreign  exchange  bank, 
most  of  its  big  international  b 
through  its  numerous  offices  aii 
subsidiaries  throughout  the  U.S.  1 
fornia  subsidiary  was  originally 
est,,    almost    philanthropic  opi 


A  California  First  brand)  office  in  Los  Angeles 

Under  its  American  veneer,  techniques  made  in  Japan. 
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row  to 

CALK  TURKEY  TO  TOKYO 


HAL  DIRECT 


you  hove  Inrernorionol  Dialing,  rhe  world  is  only  a  chopsrick  away  because 
3u  can  call  anywhere,  all  by  yourself.  Here's  Tokyo.  Jusr  dial: 


INTERNATIONAL  ACCESS  CODE 


COUNTRY  CODE     CITY  CODE 


011  +  81+3 


+  LOCAL  NUMBER 


here's  money  in  if  for  you,  roo.  A  saving  of  $1.20,  which  is  more  rhan  13%  on  a 
m inure  call  ro  Tokyo. 


kLMOST  DIRECT 


ntil  your  area  has  International  Dialing,  here's  rhe  way  ro  make  a  fasr  overseas 
pll.  Dial  0,  and  be  ready  ro  rell  rhe  Operaror  rhe  country  city  and  local  phone 
pmberyou  want  and  whether  your  call  is  Station  or  Person.  The  less  time  you 
bend  on  your  end  of  the  call,  the  faster  you  get  to  the  other.  And  you  leave  rhe 
perarorfree  to  handle  more  calls,  more  quickly  And  on  Station  calls  not 
(quiring  special  operaror  assistance,  you  can  get  the  same  low  rates  as 
Irernational  Dialing. 

PS.  Nearly  everyone  can  dial  direct  to  most  numbers  in  Canada,  the 
bribbean,  Alaska,  Hawaii,  and  parts  of  Mexico -jusr  as  you  dial  direcr  ro  ciries 
Iside  rhe  connnenral  U.S. 

Selling  sushi  or  saying  sayonara,  keep  a  record  of  the  country  and  city 
pdes  and  the  phone  numbers,  and  use  rhem  to  call  the  world-fasr. 


CODES  FOR,  PRINCIPAL  CITIES  IN  JAPAN  (81) 


Chiba 

Fukuoko 

Hiroshima 

Kawasaki 

Kitokyushu 


472  Kobe 

92  Kyoro 
822  Nogoyo 

44  Okoyomo 

93  Osaka 


78  Sakai 

75  Sapporo 

52  Sendai 

862  Tokyo 

6  Yokohoma 


722 
1 1 

222 
3 
45 


(2)  Bell  System 


Reynolds  Aluminu  * 
is  increasing  production  capac 


In  Hot  Spring  County,  Arkansas,  our  new 
continuous  rolling  plant  is  a  breakthrough  in  energy- 
efficiency. 

It  will  supply  over  400  million  pounds  of  aluminum 
foil  feedstock  a  year,  to  Reynolds  foil  rolling  plants, 
and  use  35%  less  energy  than  a  conventional  plant. 

Much  of  this  energy  is  saved  by  feeding  metal, 
still  molten  from  the  reduction  plant,  directly  into 
continuous  roll  casters.  This  eliminates  the 
"conventional  steps"  of  casting  ingot,  transporting 
them  to  sheet  rolling  plants,  reheating  them  and  hot 
rolling  them. 

In  energy  savings  that's  equivalent  to  6.4  million 
gallons  of  oil,  each  year.  What's  more,  facility  improve- 
ments save  2.85  million  kilowatt-hours  of  electricity, 
each  year. 

Building  your  plant  next  door 
to  your  raw  materials 
makes  good  "energy  sense". 

Today,  Reynolds  mines  bauxite,  refines  it  to 
alumina,  and  reduces  alumina  to  aluminum  all  within  a 
30  mile  radius  of  where  our  new  plant  rolls  it  into 
high-quality  coiled  sheet. 


This  is  the  only  location  in  the  country  whe 
these  elements  of  aluminum  production  are  so  clc 
together.  And  a  lot  of  energy  is  saved  because  of 

From  solar  systems  to  natural  gravity 
ventilation,  Reynolds  new  plant  uses  eve 
"energy-stretcher"  in  the  book. 

The  sun  heats  water  at  Hot  Springs  through 
a  Reynolds  solar  hot  water  system.  750  sq.  ft.  of 
Reynolds  aluminum  collector  panels,  the  latest  in 
Reynolds  solar  technology,  are  able  to  supply  ben 
75%  and  80%  of  employee  hot  water  needs. 

Sophisticated  recovery  units  are  used  to  capt 
and  re-use  waste  energy  from  machines,  furnaces ; 
exhaust  systems. 

And  the  plant  is  designed  to  use  natural  grav 
ventilation  to  provide  a  comfortable  working 
environment. 

High -pressure  sodium  lamps,  50%  more  frug: 
than  mercury,  provide  light  and  the  buildings  are 
wrapped  in  heavy  wall  and  roof  insulation. 

Add  it  all  up  and  the  energy  saved  at  the  He 
Springs  plant,  each  year,  could  light  up  the  homes1 
Little  Rock,  Arkansas,  for  a  year. 


Hot  Springs  is  on  stream.  With  the  first  flow  of  metal 
August  15th,  Reynolds  new  continuous  rolling  plant  began 
producing  high-quality  aluminum  stock  for  processing  into 
Reynolds  Wrap "  and  a  wide  variety  of  other  foil  products. 


'  J 


^Arkansas  plant 
11  after  pulling  l/$  of  the  plugs. 


\v  jumbo  casters  will  increase  Reynolds 
d  rolling  capacity  for  the  1980's. 

i  By  using  high-technology  continuous  roll  casters, 
i :  Springs  can  turn  out  more  high-quality  aluminum 
stock  more  efficiently,  than  any  other  plant  in  the 
Id.  This  means  we  will  be  able  to  meet  the 
j  acted  growth  in  demand  for  household  and  food- 
ice  foil,  flexible  packaging  and  industrial  foil  for 
lation  and  other  applications. 
I  In  addition,  Hot  Springs  frees  up  sheet  capacity 
;:ther  Reynolds  plants  for  other  growing  aluminum 
J.  such  as  the  automotive  and  beverage  can  markets. 

Hot  Springs,  getting  more  for  less 
inti-inflationary. 

I  Because  we  roll  aluminum  directly  from  molten 
sjal,  we  are  increasing  productivity  while  decreasing 
iper  pound  consumption  of  energy.  In  addition  to 
fcr  energy  costs  per  pound  of  aluminum,  the  new 
It  will  substantially  increase  productivity  through 
|  employment  of  the  latest  technology  and 
"jinuous  casting  and  rolling. 

;  And  that  is  a  real  plus  in  the  fight  against  inflation. 


Reynolds  commitment  to  saving  energy  is 
nothing  new. 

Our  new  Arkansas  facility  isn't  all  we're  doing 
to  conserve  energy. 

Since  1967  we've  been  conducting  the  most 
successful  aluminum  recycling  program  in  the  country. 
Recycling  saves  95%  of  the  energy  it  takes  to  make 
primary  aluminum  from  ore.  Last  year,  alone,  Reynolds 
recycling  saved  about  a  billion  killowatt-hours  of 
electricity,  and  it'll  be  even  more  this  year. 

Also,  Reynolds  is  actively  involved  in  the 
technology  of  recovering  aluminum  from  municipal 
solid  waste,  and  we  are  now  receiving  metal  from  this 
source.  And  the  aluminum  we  provide  the 
transportation  industry,  helps  manufacturers  build 
lighter,  more  energy-efficient  cars  and  trucks. 

At  Reynolds  Aluminum,  we  believe  a  continuing 
program  to  stretch  our  energy  resources  is  needed  to 
improve  our  nation's  economy.  Pulling  the  plug  on 
energy  consumption  at  Hot  Springs  is  our  most  recent 
contribution. 


I  REYNOLDS 
■■'-^1  ALUMINUM 


Conserving  our  resources  and  energy. 
Aluminum  con  and  Reynolds  does. 


Ail! 


California  First's  President  and  CEO  Toshio  Nagamura 

His  is  one  of  the  few  private  offices  in  the  company's  San  Francisco  headquarters. 


Called  the  Bank  of  Tokyo  of  California, 
its  first  two  offices  were  opened  in  San 
Francisco  and  Los  Angeles  in  1953  to 
help  the  Japanese -American  population 
recover  from  wartime  internment.  Sub- 
sequent milestones  were  branch-open- 
ings in  towns  like  Gardena — named,  the 
joke  goes,  for  the  large  number  of  Japa- 
nese gardeners  who  lived  there.  Custom- 
ers were  predominantly  Japanese,-  when 
Sam  Sato,  currently  a  branch  manager  in 
San  Francisco,  was  offered  a  job  in  1963, 
he  feared  he  was  too  Americanized  to 
take  it.  "I  told  the  president,  'I'm  second 
generation — I  don't  speak  or  read  Japa- 
nese.' He  said  to  me,  'We'll  find  a  job  for 
you  somewhere.'  " 

Sato,  as  well  as  Americans  with  no 
Japanese  roots  at  all,  started  to  fit  in  as 
the  bank  began  to  emphasize  the  Califor- 
nia retail  market.  In  1975,  with  addition- 
al capital  from  the  home  office  (upping 
the  Bank  of  Tokyo's  equity  interest  from 
53%  to  75%),  the  bank  merged  with  San 
Diego's  ailing  Southern  California  First 
National  Bank.  Overnight  it  doubled  its 
assets,  picked  up  75  new  offices  in  its 
weakest  region  (the  southern  part  of  the 
state)  and  adopted  its  new,  American 
name.  Some  marketing  men  complain 
about  the  name:  It's  too  anonymous, 
they  say.  But  better  anonymous  than  for- 
eign— or  a  clumsy  hybrid,  like  that  of 
rival  Golden  State  Sanwa  Bank. 

The  merger  diluted  the  bank's  concen- 
tration of  Japanese  business;  its  interna- 
tional operations  now  account  for  only 
15%  of  operations,  and  less  than  one- 
third  of  its  commercial  loan  portfolio  is 
extended  to  Japanese  or  Japan-related 
companies.  While  customers  still  bow  to 
their  loan  officers  in  branches  like  Sam 
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Sato's  in  San  Francisco's  Japan  Center, 
most  of  the  bank's  customers  think  of  it 
as  another  bank  on  the  corner. 

Yet  despite  California  First's  Ameri- 
can veneer,  many  of  the  management 
techniques  employed  at  its  new  Skid- 
more,  Owings  and  Merrill  headquarters 
in  San  Francisco  have  "Made  in  Japan" 
stamped  all  over  them.  The  headquarters 
has  private  offices  for  only  the  chairman, 
president,  personnel  director  and  coun- 
sels. All  other  officers  sit  at  desks  in  long 
rows,  filling  large  common  rooms.  (Mer- 
cifully, the  American  employees  have 
observed  no  symbolism  in  the  positions 
of  the  desks,  a  matter  of  constant  specu- 
lation in  most  Tokyo  offices.)  Decisions 
are  by  consensus,  as  in  Japan,  and  the 
American  employees  actually  like  it.  "In 
the  American  system  there's  always  that 
final  arbiter  whose  wife  doesn't  like  that 
particular  shade  of  blue,"  says  Don  Kin- 
naird,  who  designs  the  marketing  cam- 
paigns. But  Kinnaird  concedes  the  deci- 
sion process  can  be  annoyingly  slow. 

The  management  sends  10  American 
employees  to  tour  Bank  of  Tokyo  oper- 
ations in  Japan  every  fall,  hoping  they'll 
find  explanations  for  its  sometimes  be- 
wildering methods.  Apparently,  it 
works.  Listen  to  Sam  Sato,  who  consid- 
ers himself  more  American  than  Japa- 
nese: "I  used  to  criticize  the  way  some 
things  were  done  at  the  bank,"  he  says  as 
he  slaps  backs  and  shakes  hands  around 
Japan  Center.  "But  when  I  came  back 
from  Japan,  I  told  the  president,  'My  atti- 
tude toward  the  Japanese  in  this  com- 
pany is  going  to  be  100%  better!'  " 

Management  has  made  some  conces- 
sions to  the  Americans.  While  the  Japa- 
nese bank  officers  (there  are  40  on  rota- 


tion from  Japan,  out  of  a  total 
officers)  sometimes  share  a  rm 
(scotch  and  water)  with  their  Ar 
counterparts,  endless  evening  d 
sessions  aren't  the  required  corpo: 
ual  they  can  be  in  Japan. 

The  relationship  with  the  Ban! 
kyo  has  some  drawbacks.  Like  rrn 
anese  banks,  California  First  isn't 
ly  profit  oriented.  Last  year  its  ne 
modest  SI 5. 7  million,  putting  it  r. 
bottom  of  its  peer  group  in  te 
return  on  assets.  But  the  relat 
also  affords  the  bank  some  hefty 
tages.  In  a  pinch  it  can  get  capit. 
the  parent  (although  the  bank  is  c 
ly  undercapitalized  and  hesitant 
the  parent's  equity  share)  and  the 
can  buy  part  of  a  loan  portfolio, 
the  bank  exceed  its  lending  limit, 
fornia  First  customer  can  also  i 
Bank  of  Tokyo's  international  ne 
its  Jakarta  office  is  almost  s 
branch,  not  to  mention  those 
across  U.S.  state  lines,  in  New 
Chicago,  or  Atlanta.  "Any  bank  h 
relationship  with  a  friendly  bank,' 
•senior  vice  president,  "but  in  oi 
it's  particularly  close." 

In  a  coals-to-Newcastle  move,  1 
er,  California  First  recently  opei 
own  office  in  Tokyo.  The  manaj 
says  its  functions  range  from  ir 
tion-gathering  (on  Japanese  com 
to  "keeping  up  ties  with  Ja 
banks."  But  with  one  representati 
one  office,  Just  a  few  blocks  awa 
the  Barclays,  Citibank  and  Chase 
what  could  its  real  purpose  be?  O 
president  puts  it  succinctly:  "Tc 
itself  as  an  American  bank — alon 
the  others."  ■ 
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Searching  For  Something  Better 


First  Banc  Group 
of  Ohio  has 
changed  its  name. 

We're  now  listed  as 

ANC  ONE. 


You've  known  us  as  First  Banc  Group,  one  of  the  most  profitable  banking 
corporations  in  the  nation.  We're  a  statewide  holding  company  with  20 
affiliates  located  throughout  Ohio.  We  earned  1.34%  on 
assets,  and  17.2%  on  capital.  These  are  1979 
midyear  operating  results 


annualized.  Is  it  any  wonder  we 
want  to  be  sure  you  know  who 
we  are?  Now  we're  BANC  ONE 
CORPORATION. 
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Our  former  listing  has  been  1st  BGOh.  Now  we  will  appear  in  Ohio  newspapers 
and  daily  in  the  Wall  Street  Journal  in  over-the-counter  trading  as  BANC  ONE. 
Our  new  ticker  symbol  is  BONE. 


BANC  ONE  CORPORATION 

100  East  Broad  Street 
Columbus,  Ohio  43215 


BANK  ONE  „ 


Faces 

Behind  The  Figures 


Brother,  can  you 
spare  a  billion? 

An  influential  California  financier  says 
he  could  have  bought  the  whole  outfit  for 
$30  million  a  decade  ago.  "And  they 
would  have  taken  notes,"  he  adds.  Last 
month  that  same  company,  the  little- 
known  Belridge  Oil  Co.,  was  the  subject 
of  a  bid  by  Shell  Oil  Co.  that  could  reach 
$3.6  billion,  making  it  the  largest  bid  in 
business  history.  To  put  this  sum  in  per- 
spective, it  is  more  than  the  total  market 
value  today  of  either  Ashland  Oil,  Union 
Pacific  or  ITT.  What's  so  valuable  about 
Belridge?  Its  376  million  barrels  of  heavy 
oil  in  Kern  County,  Calif,  is  a  type  so 
expensive  to  refine  that  it  was  almost 
valueless  when  oil  was  $3.50  a  barrel  but 
is  almost  priceless  with  oil  going  for  $24. 

If  the  deal  goes  through  it  will  surpass 
the  previously  largest  single  takeover  in 
history,  General  Electric's  $2.2  billion 
acquisition  of  Utah  International  a  cou- 
ple of  years  back.  Who  owns  Belridge? 
Mobil  and  Texaco  together  own  348,000 
of  the  nearly  1  million  shares.  Who  owns 
the  rest?  Chiefly  three  little-known  fam- 
ilies who  stand  to  reap  over  $600  million 
each  and  become,  overnight,  three  of  the 
richest  families  in  America.  Three  of  the 
most  anonymous,  too.  No  one,  not  even 


Belridge  oil  headquarters  in  Los  Angeles 
Behind  a  door  with  no  name— money. 


those  involved  in  the  deal,  will  talk  about 
the  sellers.  However,  Forbes  has  been 
able  to  piece  some  facts  together. 

There  are  the  descendants  of  M.H. 
Whittier,  who  was  born  in  tiny  Caribou, 
Maine  and  emigrated  to  California  in 
1891.  First  a  farmhand  then  an  oil  man, 
he  later  joined  hands  in  land  and  oil  with 
Burton  E.  Green,  a  Wisconsin  native 
who  had  come  to  California  five  years 
before  Whittier.  In  1911  the  two  men 
founded  Belridge  with  C.B.  Buck  and  two 
other  partners.  During  the  Great  Depres- 
sion two  partners  sold  out  to  Mobil  and 


Texaco  who  thus  became  majc 
holders.  The  Whittier,  Buck  an 
families  still  retain  ownership 
55%  of  the  shares;  the  genera 
owns  another  10%. 

The  three  founding  families  i 
amored  of  land.  They  bought  and 
They  were  also  among  the  earl 
viders  in  Beverly  Hills,  where  h 
goes  for  up  to  $1  million  an  aci 
bought  the  heavy  oil-bearing  lar 
nobody  wanted  it  and  held  on  i 
erybody  wanted  it. 

There  is  not  even  a  name  on  t 
quarters  door  of  Belridge  at  1 3 1 
Fourth  Street  in  downtown  Los  > 
The  offices  themselves  are  quit 
Right  next  door  is  the  office  < 
Whittier  Corp.,  a  holding  compai 
ed  by  Belridge  President  Leland  I 
tier,  76,  the  son  of  old  M.H. 

Leland's  dad  built  a  mansion  i 
ly  Hills.  It  was  sold  recently  to 
investor  who  painted  the  mail 
green  and  filled  the  lawn  with 
The  founder's  ghost  must  resent  i 
the  other  hand,  if  it  weren't  f< 
other  Arabs  did  to  the  price  of 
heirs  wouldn't  be  centimillionaii 


Levitt  of  "Williamsburg" 

His  own  name  is  not  his  to  use. 


A  deal  is  a  deal 

In  1968  Master  Builder  William 
vitt,  then  61,  sold  his  famous 
home-building  company  to  Inten 
Telephone  &  Telegraph  Corp.  for 
$60  million  in  stock.  He  then  loa> 
of  his  art  collection  and  his  ha 
French  wife  onto  his  spectacula 
La  Belle  Simone  (named  after  A 
vitt),  and  set  sail  for  Europe, 
everyone  so  impressed  with  Oi 
Levitt  reportedly  said. 
While  Levitt  was  living  it  up,  I 
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Lng  into  trouble  with  the  home- 
[.ng  firm  and  finally  sold  it  to  Star- 
Housing  Corp.  In  due  course,  Bill 
It  got  tired  of  loafing  and  started 
lng  a  retirement  community  in 
|a  for  all  those  New  York-area  Le- 
bwners  who  are  nearing  retirement 
He  called  it — what  else? — Levit- 
fi  after  the  famous  Long  Island  com- 
;ty  he  built  to  give  solid,  low-cost 
ng  after  World  War  II. 
Tett  took  Levitt  to  court.  Levitt 
1  he  had  sold  the  name  but  argued 
Levittown"  had  become  a  generic 

The  court  held  for  Starrett.  Not 
wouldn't  Levitt  use  his  name,  he 
i't  even  list  himself  as  the  builder 
;  offering  prospectus  or  brochures. 

Levitt's  Florida  project  is  selling 
y.  It  is  strategically  located  be- 

Disneyland  and  Orlando  and  the 
seems  to  have  gotten  out  who  the 
a  is.  Guess  what  William  Levitt  is 
I  the  place  now?  W7///'«msburg.  Take 
Starrett!— Harold  Seneker 
i  — « ■  ■  in  ii  ■  iw  i— raw— ■ 

Palter  Kidde  takes  a 
(whirlpool)  bath 

jj;aying  only  earlier  this  year  that  he 
[jit  acquisition  was  too  dear,  here  is 
pmerator  Fred  R.  Sullivan  of  Walter 
i  &  Co.  paying  $70  million  in  hard 
li  cy  for  Jacuzzi  Brothers,  the  maker 
Ifine  products,  including  whirlpool 
iland  swimming  pools. 
w,  apparently  going  against  his  own 
|rn,  did  he  pay  13  times  Jacuzzi's 
Earnings  when  his  own  stock  is 
|  for  about  six  times  earnings? 
fc  Sullivan  the  fellow  who  told 
\fi  that  acquiring  your  own  stock  is 
!!  the  best  bargains  you  can  make? 
I  lefends  himself.  "I'm  doing  both — 
1  ng  companies  and  buying  in  my 
Jt:ock."  So  far  this  year  he  has  re- 
he  equivalent  of  about  700,000 
|  shares,  7%  of  the  outstanding 

I  and  called  his  convertible  pre- 
||  That  guarantees  Kidde  will  beat 

II  70  he  expects  to  earn  this  year. 

li  ng  he's  only  paying  eight  times 
Sicuzzi's  1980  earnings  will  be,  Sul- 
ijells  a  story  on  himself:  "Jacuzzi 
liji  handshake  deal  with  Textron  for 
jjUon  more  than  we  paid,  but  after 
»a  due  diligence  study,  Textron 
jl  out.  As  a  constant  acquirer  I  have 
(  cynical  bunch  of  accountants.  I 
^•Jacuzzi  is  okay  and  I  still  don't 
;|vhy  Textron  backed  away.  Still,  I 
!  taken  every  so  often:  The  seller 
I  knows  more  than  the  buyer." 
ch  is  precisely  why  Sullivan  turned 
Jlf.is  executives  who  wanted  to  push 
Into  New  Jersey  gambling  casinos. 
•Iiat  I  don't  know  about  a  business 
jghtens  me  away." 
i  if  Jacuzzi  disappoints  a  bit,  Kidde 
!y  solid  conglomerate.  It  had  a  bad 
s  1970  but  its  earnings  have  gone 


Sullivan  of  Walter  Kidde 

Buying  what  Textron  turned  down. 


up  every  year  since.  There  was  that  mess 
of  an  acquisition  of  U.S.  Lines,  but  Kidde 
finally  came  out  of  that  with  a  lot  of 
cash.  Henry  Singleton,  the  corporate  ge- 
nius who  runs  Teledyne,  has  done  Sulli- 
van the  ultimate  tribute  of  putting  Tele- 
dyne  heavily  into  Kidde  stock — to  the 
tune  of  17%.  So  at  age  65,  this  tough 
Litton  Industries  alumnus  ought  to  be 
able  to  rest  easy.  Any  worries?  Just  about 
the  state  of  the  country: 

"The  country  is  getting  weaker  in  rela- 
tion to  the  rest  of  the  world  industrially 
and  militarily.  The  standard  of  living  of 
the  average  person  is  going  down.  It's  a 
bad  trend." 

He  shrugs.  Sullivan  has  done  all  he  can 
do  to  make  his  own  company  secure. 

Painless  way  to 
start  a  business 

How  many  entrepreneurs  have  launched 
a  good  idea  only  to  lose  control  of  it  to 
the  people  who  put  up  the  money?  It's  an 
old  problem,  but  Joseph  Markin,  an  elec- 
trical engineer,  raised  money  for  a  start- 
up company  without  giving  away  as 
much  as  1  %  of  the  equity. 

Two  years  ago  Markin  was  fired  as 
manager  of  display  systems  research 
when  Zenith  Radio  wiped  out  its  150- 
person  research  department.  The  Uni- 
versity of  Chicago-Illinois  Institute  of 
Technology  graduate  had  a  number  of  job 
offers  but  decided  it  was  now  or  never  if 
he  was  to  own  his  own  business.  With 
two  other  Zenith  firees,  Alan  Sobel  and 
Michael  De  Jule,  he  set  up  a  new  firm, 
Lucitron  Inc.  They  took  with  them — 


with  Zenith's  blessing — the  work  they 
had  been  doing  on  large,  flat  television 
screens.  But  where  was  their  capital? 

Markin  and  his  partners  found  the  an- 
swer in  a  cozy  deal  with  giant  General 
Telephone  &  Electronics,  whose  Syl- 
vania  division  had  been  doing  parallel 
work  on  that  big-screen  TV.  It's  a  three- 
year  deal  under  which  GT&.E  will  pay  all 
of  Lucitron's  costs;  in  return  Lucitron 
will  share  with  GT&E  any  screen  pat- 
ents it  develops  and  GT&E  will  do  the 
same  for  Lucitron.  In  effect,  the  two  are 
teaming  their  research  and  promising  to 
divide  the  research  fruits  equally. 

The  technology  involves  use  of  highly 
sophisticated  semiconductor  circuitry  to 


Markin  of  Lucitron 

A  long-shot  bet  on  big-screen  TV. 
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IGNAL  STRATEGY: 


Expand  Mack  product  line  to  include 
medium-duty  diesel  trucks. 


RETURN  ON 
EQUITY 


iThrough  an  exclusive  distribution  agreement  with 
.Renault,  Mack  has  now  added  strong  entries  in  the 
1|nedium-duty  diesel  truck  market  in  the  United 
states  and  Canada.  These  mid-range  trucks  in  the 
■Class  6  and  Class  7  categories  will  be  sold  under 
^|he  Mack  name  and  with  the  Mack  Bulldog. 
In  the  heavy-duty  diesel  truck  field 
ack  produces  its  own  engines,  trans- 
issions,  axles,  frames,  and  many  other 
ey  components.  This  long-standing  pol- 
y  is  the  basis  of  Mack  Trucks'  outstand- 
(lg  reputation  for  quality.  It  also  enables 
ack  to  ship  all  the  powertrain  compo- 
ents  of  its  trucks  for  assembly  overseas 
locally-owned  plants.  Mack  helps  to 
ain  the  local  work  forces.  This  gives 
eveloping  countries  the  opportunity  to 
icrease  their  industrial  plant  and  skills, 
hile  solving  their  transportation  prob- 
ms.  It  has  helped  Mack,  a  leader  in 
|eavy-duty  diesel  trucks  in  the  U.S. ,  to 
in  a  commanding  share  of  exports. 
In  1978,  Mack  invested  $13  million  in 
search  and  development  activities. 
Extending  Garrett's  fuel-saving 
chnology  from  aircraft  to  auto- 
obiles.  The  Garrett  Corporation's  energy-saving 
gines  have  captured  50%  of  the  market  for  tur- 
e  propulsion  engines  in  general  aviation.  Long  a 
lajor  aircraft  systems  supplier,  Garrett  is  also  ex- 
ding  successfully  into  industrial  gas  turbine  and 
pid  transit  markets.  Garrett's  world  leadership  in 
bochargers  for  trucks,  aircraft,  and  other  applica- 
ms  has  been  extended  into  automobiles  to  meet 
le  need  for  more  economical  engines.  Turbo- 
[largers  reduce  fuel  consumption  20%  by  making 


small  engines  do  the  work  of  larger  ones.  Garrett 
spent  $161  million  in  research  and  development  in 
1978,  which  included  several  nuclear  fuel  processing, 
coal  burning  and  solar  power  programs. 

Positioning  UOP  in  three  major  growth 
areas.  The  energy  shortage  requires  upgrading  of 
refineries  and  petrochemical  plants.  Pol- 
lution control  has  become  a  major  indus- 
try. Water  shortages  threaten  in  many 
areas.  In  all  three  fields,  UOP  has  be- 
come a  major  source  of  new  technology. 
To  maintain  its  leadership,  $36  million 
was  invested  in  research  and  develop- 
ment in  1978. 

These  three  major  parts  of  Signal,  to- 
gether with  a  group  of  other  investments 
ranging  from  real  estate  to  broadcasting, 
have  produced  rapid  and  sustained 
growth.  Return  on  equity  has  more  than 
doubled  in  the  last  three  years,  reaching 
18.4%  in  1978. 

The  growth  continues.  Sales  and 
earnings  for  the  first  six  months  of  1979 
were  the  highest  results  in  the  entire 
57-year  history  of  The  Signal  Companies. 
To  ensure  future  internal  growth, 


Signal  spent  a  total  of  $210  million  in  research  and 
development  in  1978,  of  which  $102  million  was  cus- 
tomer-funded. Capital  expenditures  were  $97.4  mil- 
lion. At  the  same  time,  our  conservative  financial 
posture  gives  us  the  flexibility  to  take  advantage  of 
external  investment  opportunities  which  may  arise. 

For  a  copy  of  our  annual  report  write:  The  Signal 
Companies,  9665  Wilshire  Boulevard,  Beverly  Hills, 
California  90212.  Ticker  symbol:  SGN. 

©  The  Signal  Companies.  Inc  .  1979 
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The  Signal  Companies 

Worth  watching 

Mack  Trucks,  Inc.  •  The  Garrett  Corporation  •  UOP  Inc.  •  Signal  Landmark  Properties,  Inc. 


Faces 

Behind  The  Figures 


build  flat  screens  two  to  four  times  the 
size  of  today's  standard  screens  and  easi- 
er to  view  than  today's  large  screens. 

Will  the  new  technology  work?  Will 
RCA  or  GE  or  the  Japanese  get  there 
first?  Who  knows?  But,  in  any  case,  Mar- 
kin  and  partners  have  a  clean  shot  at 
owning  their  own  company. 

If  the  technology  works,  Lucitron  will 
earn  substantial  license  fees  from  other 
manufacturers.  It  will  also  get  a  shot  at 
developing  commercial  products  for  spe- 
cialized markets — arrival  and  departure 
screens  in  airports,  for  example. 

Markin,  sixtyish,  is  grateful  for  Ze- 
nith's support  in  providing  free  office 
space  and  equipment  at  below-market 
cost,  but  he  chuckles  when  he  recalls 
what  his  ex-bosses  told  him.  "They  said 
we  were  going  into  a  very  tough  busi- 
ness. They  thought  we  would  end  up 
working  for  someone  else — that  we 
would  be  sold  into  slavery  together." 

Now  Markin  has  to  make  the  technol- 
ogy w ork.— Richard  Greene 

Dip,  boom,  bust 

A  home  is  nearly  everyone's  major  in- 
vestment, but  builders  won't  find  mobs 
of  buyers  next  year,  and  prices  won't 
climb  as  they  have  been  climbing,  warns 
Michael  Sumichrast,  the  well-informed 
chief  economist  for  the  National  Associ- 


Naito  of  Green  Cross 
Employees  would  open  their  veins  for  him. 

r  1  :1  J   //XT  i  "11 


Sumichrast  of  the  NAH 

The  housing  bust  starts  in  1990. 


ation  of  Homebuilders.  "Next  year  will 
be  lousy.  Builders  need  construction 
money  and  97%  of  owners  buy  on  credit. 
There's  no  new  money  coming.  Mort- 
gage rates  recently  passed  12%  for  the 
first  time  and,  with  inflation,  added  30% 
to  monthly  payment  costs."  He  sees  a 
sharp  buildingdrop  to  1.48  million — 
from  about  1.8  million  this  year. 

The  median  new-house  price  this  year, 
says  Sumichrast,  is  $66,800,  up  14.6% 
from  last  year.  But  next  year  the  price 
will  climb  only  7.2%  to  $71,600.  On  the 
existing-home  front,  he  predicts  a  price 
increase  in  the  5%-to-7%  range,  about 
what  you  get  in  the  bank,  and  well  below 
the  usual  15%  appreciation. 

But  the  boom  will  come  again  and 
with  it  another  zip-boom-bah!  in  the 
cost  of  shelter.  By  1989  today's  new 
house  will  be  another  140%  higher.  "The 
housing  industry  will  have  a  good  ten 
years,"  he  says.  "The  1980s  will  be  a 
peak  decade,  but  in  the  1990s  everything 
will  go  down  the  drain.  Population  will 
drop  off,  and  demand  for  housing  units 
will  decline." 

The  Czech-born  Sumichrast,  who 
once  built  houses  in  Australia  and  stud- 
ied economics  at  Ohio  State  University, 
has  coauthored  a  book  about  the  subject. 
It's  called  Tl.ie  Complete  Book  of  Home 
Buying.  It  is  a  Book-of-the-Month  Club 
selection  and  is  in  its  third  printing  since 
June.  "The  message  of  the  book,"  Su- 
michrast says,  "is  that  the  best  thing  for 
most  people  to  do,  investment-wise,  is  to 
buy  a  house."  Provided  they  sell  it  before 
1990,  that  is.— Beth  Brophy 


A  demanding  bost 

In  his  prime,  Dr.  Ryoichi  Naita 
man  of  Japan's  Green  Cross  Coi 
nicknamed  "The  Typhoon"  by  \. 
en  employees.  At  72  he's  mereh 
"The  Locomotive."  But  he  has 
become  soft,  as  a  handful  of  tre 
employees  discovered  last  Febru 
With  animal  tests  completed  oi 
Cross'  important  new  product — i 
substitute  for  human  blood — the  s 
was  ready  for  its  first  human  test 
rounded  up  the  top  ten  employees 
ated  with  the  project  (includini 
board  members)  and  checked  thi 
the  local  hospital.  A  professo 
down  the  row  of  beds,  injectii 
with  the  experimental  serum 
himself  was  first,  receiving  20  m 
ger  employees  received  up  to  f 
"The  doctor  expected  certain 
fects,"  Naito  mentions  casually, 
untoward  reaction  occurred."  \fl 
he  decide  to  subject  his  top  emplc 
•  an  untested  product?  "I  spent 
money  and  ten  years  on  this  res 
Naito  explains.  "The  compan 
management  was  responsible  to  ] 
was  safe." 

Naito  started  the  company  in  1! 
blood  bank,  and  it  was  dubbed 
Cross  by  an  unimaginative  mer 
MacArthur's  occupation  army, 
blood  banks  were  nationalized  i 
the  company  switched  to  plasrm 
coagulants  and  other  products 
then  it  has  grown  steadily,  wit 
sales  projected  at  $255  million  am 
$21.6  million.  Japan's  leading  h 
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Faces 

Behind  The  Figures 


daily  Nihon  Keizai  Sbimbiin,  ranked 
Green  Cross  as  Japan's  number  nine 
company  (ahead  of  Toyota)  in  growth 
and  efficiency. 

All  this  is  before  Green  Cross'  artificial 
blood — called  Fluosol — which  uses  tiny 
fluorocarbons  to  carry  oxygen  through 
the  bloodstream.  Naito  conceived  of  the 
project  more  than  ten  years  ago  after 
reading  research  by  a  Harvard  professor. 
While  Fluosol  isn't  expected  to  receive 
approval  for  marketing  in  Japan  until 
mid- 1981,  it  has  been  used  on  25  emer- 
gency patients:  Jehovah's  Witnesses, 
whose  religion  forbids  whole  blood  trans- 
fusions, and  cancer  patients.  And  while 
FDA  approval  could  take  as  long  as  ten 
years,  Naito  has  already  acquired  a  sub- 
sidiary to  market  the  product  in  the  U.S. 
and  has  found  a  German  licensee  for 
Europe.  Less  a  scientist  than  a  business- 
man, Naito  has  his  own  philosophy: 
"Money  is  more  important  than  blood — 
or  plasma."— Anthony  Spaeth 

With  a  capital  C 

If  Hoosier  Jerry  J.  Burgdoerfer,  43,  had 
been  willing  to  remain  as  number  two 
man  at  Hertz,  most  profitable  subsidiary 
of  $7  billion  RCA,  he  might  have  had  a 
good  shot  at  someday  running  the  parent 
company.  But  nine  months  ago,  he  job- 
hopped  into  the  top  spot  at  the  troubled 


Burgdoerfer  of  Berkey  Photo 
Opportunity  to  make  or  break  himself. 


$200  million  Berkey  Photo,  the  photo 
services  and  products  company.  "I  would 
rather  be  president  of  a  $200  million 
company  that  offered  a  challenge  than 
hope  for  an  opportunity  to,  run  a  $1  bil- 
lion subsidiary  of  a  $7  billion  company," 
Burgdoerfer  says.  "Challenge"  is  putting 
it  mildly.  Berkey's  stock,  43  back  in 
1969,  recently  traded  at  4.  Losses  from 
its  now-sold  Keystone  camera  operation 
left  the  company  with  a  balance-sheet 
nightmare:  $32.6  million  in  debt  vs. 
$22.8  million  in  equity.  Inventories  were 
excessively  large,  and  so  were  overdue 
receivables. 

The  sole  hope  for  the  future — if  Berkey 
could  avoid  going  under — was  its  anti- 
trust lawsuit  against  Kodak.  But  the 
more  executives  concentrated  on  the 
suit  the  sloppier  current  operations  got 
in  a  very  competitive  business.  Burg- 
doerfer has  spent  under  two  hours  on  the 
suit,  preferring  to  get  operations  back  on 
track.  He  is  indoctrinating  them  to  stop 
thinking  in  terms  of  paper  profits  and  to 
concentrate  on  generating  real  cash  that 
the  corporation  can  use  for  strengthen- 
ing its  attenuated  balance  sheet.  As  for 
his  new  controls  he  boasts,  "Once  a 
month  we  like  to  get  our  hands  into 
everybody's  underwear." 

Jerry  Burgdoerfer  brings  a  wide  range 
of  skills  to  the  job,  skills  developed  in  a 
career  of  job-hopping.  He  started  in  in- 
dustrial engineering  at  Colgate-Palmol- 
ive in  1957,  fresh  out  of  Indiana  Univer- 
sity, but  decided  he  preferred  marketing 
and  took  a  pay  cut  to  move  into  that 
area.  Six  years  later  he  moved  to  Ameri- 
can Can,  where  he  introduced  a  three- 
ounce  paper  cup  for  the  bathroom  that 
became  a  nearly  $15  million  business  in 
just  three  years.  He  also  put  scents  in 
toilet  paper  and  printed  patterns  on  pa- 
per towels.  There  followed  an  unsuccess- 
ful venture-capital  deal  and  a  move  to 
International  Paper's  troubled  consumer 
products  division.  Burgdoerfer  took  one 
look  and  told  IP  management  to  fold  the 
operation;  it  did  so.  Then  the  Hertz 
chance  came  along.  It  was  working  well 
but  the  Berkey  offer  was  irresistible  to  an 
ambitious,  restless  young  man. 

Helping  make  it  irresistible  were  op- 
tions to  purchase  60,000  shares  of  Ber- 
key's depressed  stock;  if  he  can  turn  the 
company  around  he  will  become  person-- 
ally  rich,  something  he  could  scarcely 
hope  for  at  RCA-Hertz.^<4/vssw  A  Lappen 

A  career  is  launched 

"After  Watergate  I  was  looking  for  some- 
thing to  do  and  wanted  to  find  some- 
thing that  would  help  financially,"  says 
Joanne  (Jo)  Haldeman,  wife  of  Water- 
gate's H.R.  Haldeman,  by  way  of  explain- 
ing why  she  has  been  selling  real  estate 
in  the  exclusive  Hancock  Park  section  of 
Los  Angeles  for  the  last  three  and  a  half 
years.  "I  thought  about  doing  something 


Haldeman  of  Coldwell,  Banker 
Out  of  family  trauma,  career  s 


creative  like  working  with  my  h 
I  knew  Bob  was  going  to  be  aw 
would  have  been  alone  a  lot." 

Working  for  a  living  was  not 
what  Jo  Haldeman  had  been  real 
third-generation  Californian,  Jo 
the  prestigious  Marlborough  Sc 
fore  stints  at  UCLA  and  Stanfor 
she  quit  before  graduation  to  mi 
Haldeman.  Even  today  at  50,  sj 
perfect  image  of  the  wealthy  1 
Park  matron  (it  is  there  in  fact  th 
mans  make  their  home).  I 
thought  about  real  estate,"  she 
"but  it  was  a  time  when  all  o 
were  going  totally  for  legal  fees.' 

Her  friend  and  neighbor  Li 
McBain,  who  was  a  top  residen 
estate  agent  for  the  nationwide 
Coldwell,  Banker  &  Co.,  mentic 
day  that  she  was  looking  for  a 
That  Christmas  Bob  Haldeman 
a  real  estate  course  as  a  gift  and  s 
Jo  Haldeman  had  a  career. 

The  McBain-Haldeman  par 
has  sold  some  $26  million  in  re 
property  since  April  1976,  makii 
Coldwell,  Banker's  top  resident!: 
in  the  U.S.  and  Canada.  At  first  J' 
man  worked  a  seven-day  week  e? 
occasional  visits  to  Bob,  who 
then  doing  time  at  Lompoc  fede 
on,  150  miles  north  of  Los  Angel 
that  Bob  is  out  of  the  slamme 
working  for  an  unrelated  real  es 
velopment  firm — she  continues  t 
frenetic  pace.  The  partners  con) 
on  homes  selling  for  mor 
$250,000;  their  most  recent  sail 
$900,000  mansion.  Jo  Haldemar 
she  does  not  capitalize  on  he 
Advertisements  that  appear  in  th 
paper  for  listings  that  are  hers  an 
her  partner's  name.— Ellen  Paris 
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MONEYS  INVESTMENTS 


The 
"not-me" 

illusion 
and  other 

follies 


Media  hype.  It's  one  of  the 
phenomena  of  our  times.  The 
news  magazines,  the  dailies  all 
the  same  story,  beat  it  to  death 
move  on  to  something  else.  Th 
it  hard  to  keep  your  head  and 
tional  decisions.  That's  the  w 
been  with  the  economic  situati 
We  are  clearly  heading  into  a 
but  the  media  were  concentrati 
freaky  gold  situation,  giving  th 
sion  that  we  were  floating  on  st 
of  inflationary  boom.  We  most  t 
are  not.  The  economy  is  cominj 
and  not  so  gently.  Don't  let  the 
in  gold  confuse  you.  Or  the  s 
puzzling  improvement  in  the  ui 
ment  figures. 

The  recession  began  in  earne 
cember.  That  is  when  personal  i 
expressed  in  real  terms  adjusted 
tion — hit  its  high.  Since  thi 
sales — expressed  in  real  terms — 
en  even  faster  than  personal 
Only  during  the  distress  sales  o 
August  and  September  did  re' 
show  strength.  These  automob 
however,  were  probably  made  £ 
pense  of  future  auto  sales  and,  I 
should  pull  down  the  1980  sales 

As  the  levels  of  final  consum 


Delayed  warnings — the  worst  is  yet  to  come 


Gross  National  Product  i$  billions)* 


Even  the  most  sensitive  economic 
weather  vanes  tend  to  lag  behind  reality. 
In  two  previous  recessions,  as  the  charts 
at  right  show,  key  coincident  indicators 
continued  to  show  steadiness  and  even 
growth  for  several  critical  months  after 
the  economy  was,  as  hindsight  revealed, 
in  recession.  Don't  be  misled,  then,  by 
present  strength  in,  say,  employment.  If 
we  are  already  in  recession — only  in 
hindsight  will  we  be  sure — the  numbers 
will  surely  get  worse. 
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1,300 
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Months  into  recession 
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When  retail  sales  recover,  retailers  nor- 
mally experience  substantial  positive  op- 
erating leverage." 

The  profit  picture  turns  healthy  early 
in  the  cycle.  Retailers  are  the  first  ft) 
benefit  from  fewer  markdowns.  Tfc 
also  experience  lower  borrowing  costs 
for  carrying  inventories. 

The  lift  in  retail  profitability  leads  to 
higher  production  levels,  greater  produc- 
tivity, improved  pricing  policies  and,  ul- 
timately, stronger  earnings  trends. 

The  timetable,  given  the  tight  Fed 
credit  policy,  would  call  for  this  reces- 
sion to  end  in  the  spring  of  1980.  Output 
will  start  rising  well  before  elections  and 
generate  bigger  corporate  profits,  a 
healthier  stock  market  and  sounder  pric- 
ing policies.  Unemployment,  which  may 
hit  7'/2%,  will  remain  high  at  first;  busi- 
ness will  be  hesitant  to  add  workers. 
Such  a  lag  is  normal:  It  happens  in  re- 
verse, too,  and  explains  why  employ- 
ment is  strong  right  now  even  though 
the  economy  is  already  turning  down. 
However,  employment  will  start  picking 
up  as  the  summer  wears  on,  and  Presi- 
dent Carter,  if  renominated,  will  be  able 
to  run  as  the  man  who  slowed  inflation 
and  successfully  steered  the  economy 
through  the  recession.  ■ 


production  (1967  =  100%) 

1,100 
1,000 
900 
800 

Personal  income  ($  billions)* 

Retail  sales  ($  billions)* 

SO 

45 
40 

35 

1      1      1  1 

1          1          1          1  1 

1          1          1          1  1 

6         9         12        15       18                            3         6         9         12        15  18 
"  Assumed  Dec.  1978  to  present  (still  underway) 
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3         6         9         12        15  18 
"Figures  are  in  1972  dollars. 
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jj-nanufacturers'  inventories  start- 
;|;umulate.  Last  December,  inven- 
italed  $198  billion.  At  the  end  of 
't  they  were  up  to  $219  billion  and 
Tt !  inventories-to-sales  ratios  into 
:  erritory. 

Mmy  business  is  holding  up  nice- 
i[  ly  businessmen  tell  Forbes.  Oth- 
2    "Our  part  of  the  country  still 
11  crong."  They  think  there  is  no 
1;  n  or  that  it  is  going  to  spare 
Tot  so  fast.  "Not-me"  illusion  is  a 
si  situation  at  the  beginning  of  any 
|n.  It  happened  in  1974.  It  is  hap- 
how.  But  soon  a  lot  of  business- 
j  going  to  realize  that  their  inven- 
ie  indeed  piling  up.  Those  "firm" 
jre  not  so  firm.  Then  a  good  many 
i  will  panic  and  make  the  cut- 
id  layoffs  that  will  make  the  re- 
bite — and  will  probably  also 
nadir. 

turning  point  may  come  very 
With  money  costing  16%  busi- 

h  will  find  that  carrying  high  in- 
s  is  very  painful.  Better  to  cut 
>  the  bone  and  pay  off  bank 

i  ir  put  the  money  out  in  the  cora- 

Jpaper  market. 

Hook  for  Congress  to  bail  out  the 
ly  prematurely.  That  has  often 


The  Economy 


happened  in  the  past;  the  voters  didn't 
like  even  a  whiff  of  recession.  But  today 
we  have  a  general  understanding  on  the 
part  of  the  voters  that  fiscal  stimulation 
poses  inflationary  dangers.  We're  not 
saying  that  this  recession  is  going  to  be 
popular,  but  we  are  saying  that  this  time 
the  politicians  will  put  up  with  a  fair 
amount  of  it.  Of  course,  Teddy  may  cam- 
paign on  a  platform  of  "restoring  the 
economy  to  health"  but  that  may  hurt 
him  among  voters  who  are  up  in  arms 
about  rising  prices. 

The  last  recession,  painful  as  it  was, 
set  the  stage  for  a  powerful  recovery  that 
created  10  million  new  jobs  and  lasted 
for  a  near-record  48  months.  Richard 
Nenneman,  chairman  of  the  investment 
policy  committee  of  Girard  Bank's  trust 
department  in  Philadelphia  explains: 

"This  downward  spiral  is  normally 
corrected  by  renewed  consumer  demand. 
As  the  economy  slows  and  inflation 
moderates  in  a  period  of  weak  final  de- 
mand, real  disposable  income  can  stabi- 
lize and  increase  .  .  .  [leading]  to  higher 
personal     consumption  expenditure. 
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MONEY  &  INVESTMENT 


The  Federal  Reserve  System  is  taking  it 
upon  itself  to  reduce  the  American  stan- 
dard of  living.  Somebody  had  to  do  it. 

THE  FED 
vs.  OPEC 


By  Ben  Weberman 


Yes,  I  blew  it,  and 
so  did  most  other 
money  marketers, 
by  predicting  that 
interest  rates  would 
decline  in  late  1979. 
That  bloodthirsty 
old  rascal  Khomeini 
is  to  blame.  Had  we 
known  that  he 
would  come  to  pow- 
er, and,  once  there,  would  behave  as 
irrationally  as  he  talked,  we  would 
have  been  much  more  cautious  about 
our  predictions. 

You  make  your  projections  on  the 
basis  of  forces  and  events  within  the 
money  market  and  within  a  some- 
what narrow  economic  and  pohtical 
circle.  You  make  them  in  full  knowl- 
edge that  events  from  the  outside  can 
suddenly  throw  your  calculations  into 
a  cocked  hat.  You  do  not  shy  from 
making  predictions  simply  because 
you  are  afraid  that  an  Ayatollah  Kho- 
meini will  come  along  and  make  you 
look  foolish. 

As  this  magazine  explains  else- 
where (p.  29),  the  stepped-up  rate  of 
inflation — which  has  forced  the  Fed 
into  drastic  action — is  a  direct  prod- 
uct of  OPEC's  latest  arrogance,  made 
possible  by  Khomeini's  cutbacks  in 
Iranian  production.  The  OPEC  poten- 
tates learned  that  they  can  get  more 
money  by  producing  less  oil  and,  un- 
fortunately, they  are  getting  away 
with  it.  It's  a  nice  mess.  OPEC  hands 
us  a  dose  of  inflation  and  then  tells  us 
that  because  of  our  inflation  they  are 
going  to  have  to  raise  their  oil  prices 
yet  again. 

But  that's  just  the  way  it  is  and 
what,  now,  are  the  prospects  for  inter- 
est rates? 

Undaunted  by  what  the  Ayatollah 
has  done  to  my  record  for  accurate 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


predictions,  I'll  go  out  on  a  limb  again. 
I'll  predict  that  those  tough,  dramatic 
moves  by  Paul  A.  Volcker  and  his  Fed- 
eral Reserve  Board  are  going  to  bite 
hard  and  deep.  That  long-term  inter- 
est rates,  after  their  initial  rise,  will 
decline  and  will  be  considerably  lower 
by  next  summer. 

The  Fed's  move  should  curb,  per- 
haps kill,  commodity  speculation.  It 
should  reduce,  perhaps  significantly, 
the  financial  advantage  of  not  being  a 
member  of  the  Federal  Reserve  Sys- 
tem. It  should  turn  off  the  resurgence 
of  business  activity  that  followed  the 
burst  of  speculation  and  get  the  econ- 


Undaunted  by  my  record,  I 
will  go  out  on  a  limb 
again.  .  .  .  Ill  predict  that 
long-term  interest  rates, 
after  a  rise,  will  decline  and 
be  considerably  lower  by 
next  summer. 


omy  back  on  the  recessionary  track 
that  is  necessary. 

There  was  the  straightforward  in- 
crease of  a  full  percentage  point — not 
lA  %  nor  Vi  % — in  the  discount  rate,  to 
an  unprecedented  12%.  That  base  rate 
set  the  stage  for  bank  loans  to  rise  to 
the  15%-to-17%  range  after  taking 
into  account  the  basic  charge  of  a 
rising  prime  rate  and  the  extras,  such 
as  deposit  balances  or  service  fees, 
which  banks  tag  on. 

To  make  certain  that  banks  don't 
get  around  these  restrictions  by  bor- 
rowing more  cheaply  abroad,  the  sec- 
ond step  of  the  Federal  Reserve  pro- 
gram imposes  an  expensive  8%  re- 
serve requirement  on  any  new 
increases  in  short-term  liabilities. 
The  Fed  broadened  the  list  of  what  is 
subject  to  reserves  to  include  an  im- 
posing list  of  forms  of  money  drawn 
in  through  loopholes.  These  include 
federal  funds  borrowed  from  non- 
member  banks  that  do  not  have  to 


post  reserves,  Eurodollars  and  [j 
chase  agreements  involving  a  te: 
rary  sale  and  buy-back  agreeme 
securities  owned  by  the  bank. 

Suffice  it  to  point  out  that  a 
$240  billion  of  these  "managed  li; 
ties"  were  outstanding  at  the  ei 
September,  including  $17  billion 
ed  in  the  most  recent  three  mont 

The  third  part  of  the  Fed  chan 
to  focus  more  on  bank  reserves 
less  on  interest  rates  in  carrying 
open  market  operations. 

The  Fed  will  not  supply  all  th 
serves  necessary  to  validate  cred 
pay  for  both  higher-cost  oil  im] 
and  our  usual  standard  of  living.  5 
the  nation  cannot — in  the  short  n 
least — get  by  without  importing 
quantities  of  oil,  this  means  tha 
Fed  is  taking  it  upon  itself  to  re 
the  American  standard  of  li 
Somebody  had  to  do  it.  Somebody 
to  bring  the  energy  crisis  home  ti 
American  people  rather  than  soot 
them  with  cheap  and  easy  credit. 

At  the  same  time,  the  Fed 
achieved  a  major  victory  in  its  b 
to  stop  the  erosion  of  membersh 
the  Fed.  Nonmembers  will  not  be 
to  lend  spare  reserves  to  banks  ir 
Federal  Reserve  System  without 
becoming  subject  to  those  steep 
reserves.  This  will  deprive 
member  banks  of  a  nice,  fat  pie< 
easy  change. 

The  question  for  investors  is:  V 
will  the  turn  come  in  interest  H 
For  the  time  being  there  is  cons 
able  advantage  to  maintaining  liq 
ty.  Short-term  investments  car 
yield  that  is  far  greater  than  the  re 
on  long-term  debt.  However,  c 
wait  for  a  downturn  in  short-tern 
terest  rates  to  move  into  long-1 
bonds.  By  then,  the  big  institut 
holding  billions  of  dollars  in  si 
term  liquid  form  will  have  starte 
rush  to  fill  their  own  more  perma; 
requirements. 

If  the  Fed  is  successful  in  batl 
commodity  speculation,  I  would  ! 
to  take  positions  in  long-term  bo 
If  the  Fed  is  successful  there  wil 
heavy  margin  calls  in  the  futures  i 
ket  and  substantial  liquidation  o: 
counts.  At  the  same  time  comme: 
banks'  new  loans  will  grow  less  1 
seasonally  or  even  decline. 

For  the  more  cautious,  I  suggest 
chase  of  four-  or  five-year  matt 
securities.  These  can  be  Treasurie 
those  who  are  interested  in  gaii 
taxable  income,  and  state  and  1 
bonds  for  those  who  can  benefit  f 
tax-free  return.  ■ 
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Avco: 

Performance  &  Perspective. 


Revenues 


1  6 


1  2 


1  0 


Approaching 
$2  Billion 

Avco's  revenues  have  grown  at  a 
compound  annual  rate  of  9  5%  over 
the  past  five  years  Rising  backlogs 
reflecting  participation  in  major  long- 
term  commercial  and  military  pro- 
grams, including  the  L- 101 1  TnStar 
lethner,  the  XM 1  mam  battle  tank  and 
the  Canadair  Challenger  executive 
aircraft,  indicate  continued  growth. 
In  1978.  $184  million,  including  re- 
search and  development  funds  and 
capital  spending,  was  invested  in 
Avco's  future. 


Net  Earnings 


$125M- 


100 


75 


50 


25 


25 
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Stable  Profit  Base 

More  than  half  of  Avco  s  profits  are 
derived  from  its  consumer  finance 
and  insurance  subsidiaries,  Avco 
Financial  Services  Inc  and  The 
Paul  Revere  Companies,  and  a  maior 
portion  from  units  that  serve  the  inter- 
national general  aviation  and  com- 
mercial aircraft  markets  In  the  fiscal 
year  which  ended  November  30, 1978, 
fully-diluted  net  earnings  peri  share 
reached  $5  05. 


Debt/Cap  taiizat  on     Capitalization  Ratio 


The  parent  company  s  debt/total 
capitalization  ratio  has  been  reversed 
in  the  past  five  years  -  dramatically 
reducing  Avco  s  exposure  to  high 
short-term  interest  rates 
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Return  on  Equity 


20%- 
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10  - 
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The  Vital  Yardstick 

In  planning  the  Company's  future, 
management  emphasizes  return  on 
equity  Over  the  past  three  years, 
Avco's  return  has  consistently  sur- 
passed the  median  for  American 
industry  It  was  1 6%  in  1 978  when  the 
median  ROE  for  firms  comprising  the 
Fortune  500  was  14  3% 


BOOk  Value  (Per Share) 
$50- 

40- 

30- 

20- 


10- 


Building  Value 

Book  value  per  share  has  doubled 
since  1974-an  average  compound 
annual  growth  of  more  than  20%  each 
year  Common  dividends  are  currently 
being  paid  at  a  30$  quarterly  rate, 
equaling  the  highest  rate  in  Avco's 
history 
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Highlights  of  the  Periods  Ended  August  31, 


Third  Quarter 


Nine  Months 


Revenues 

Earnings  Before  Extraordinary  Tax  Credits 
Extraordinary  Tax  Credits 
Net  Earnings 

Net  Earnings  Per  Share 

Primary* 

Fully  Diluted 
Stockholders'  Equity  Per  Common  Share 


1979 
$474,192,000 
33,880,000 
574.000 
$  34,454,000 

$229 
$1.39 


1978 
$437,120,000 
31.022,000 
1,058.000 
$  32,080,000 

$2.33 
$1  31 


1979 
51.411,530,000 
96,771,000 

4,200,000 
S  100,971,000 

$687 
$4.10 
$4682 


1978 
$1,264,760,000 
91,646,000 

3,338.000 
$  94,984,000 

$7  09 
$3  91 
$46  18 


"Average  number  of  shares  outstanding  increased  to  13  2  million  shares  for  the  first  nine  months  of  1979  compared  to  12  O  million  shares 
for  the  first  nine  months  ot  1978.  principally  due  to  conversions  of  9%  %  debentures. 


AVCO  CORPORATION  (NYSE:AV)  is  a  diversified  company 
that  offers  a  wide  array  of  financial,  insurance  and  management 
services  worldwide.  It  manufactures  transportation  structures  and 
engines,  electronics,  farm  equipment  and  other  products;  performs 
highly  sophisticated  research;  distributes  motion  pictures  and 
develops  master  planned  residential  communities. 

For  further  information,  contact  Joanne  T  Lawrence,  Director  of  Corporate  Communications , 
^JO AVCO  CORPORATION  World  Headquarters:  1275  King  Street,  Greenwich,  Connecticut  U.S.A.  06830 
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THE  DINES  LETTER 
Special  V%  Price 
Trial  Offer!! 

In  late  1968  THE  DINES  LETTER  pre- 
dicted a  long  and  bitter  bear  market  (con- 
cealed by  the  bloating  effect  of  inflation) 
together  with  gold  soaring  from  $35  to  the 
$250  $400  area.  THE  DINES  LETTER  has 
never  stopped  recommending  gold  and  silver. 
At  this  critical  juncture,  we  simply  want  you 
to  see  THE  DINES  LETTER  and  we  will  not 
let  price  be  an  obstacle!  So,  we've  cut  our 
regular  "trial  package"  price  of  $10  in 
half  to  $5!  What  harm  could  be  done  by 
merely  examining  a  pro-gold  point  of  view 
not  found  in  Forbes?  THE  DINES  LETTER 
specializes  in  gold.  No  math  or  special 
knowledge  required. 

If  your  present  sources  of  advice  are  nega- 
tive on  gold,  maybe  it's  time  to  get  a 
different  point  of  view.  Let  THE  DINES 
LETTER  explain  "The  Coming  Gold  Crisis 
and  The  Invisible  Crash." 

Your  subscription  will  include  a  copy  of 
the  Dines  Model  Long-Term  Precious  Metals 
Portfolio  recommended  very  strongly  for  im- 
mediate purchase.  Send  no  messages.  Merely 
forward  this  ad  with  your  name,  address  and 
$5  in  U.S.  funds  for  a  2-issue  trial  to  Dept. 
J09M2.Do  it  now -we  don't  advertise  in  Forbes 
very  often  and  you  might  not  catch  our  next 
ad.  Offer  expires  in  one  month. 

THE  DINES  LETTER 

P.O.  Box  22,  Belvedere,  CA  94920 
(Not  assignable  without  your  consent) 
(NY  residents,  please  odd  applicable  sales  tax) 


Stock  Comment 


INFLATION. 
IT  HURTS 


US  ALL. 


This  booklet  helps 
explain  why. 

The  coupon  will  bring  fr-  j^, 

you  a  free  copy  of  ..&afo»v 
"Inflation  in  the  Amen-  t 
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can  Economic  System  ■ 
and  your  part  in  it..!' 
Once  you  read  it,  we  hope  you'll  want  to 
order  bulk  copies  for  your  company's 
employees,  shareholders,  plant  communi- 
ties, schools,  libraries,  and  other  groups. 

The  price  will  be  as  non-inflationary  as  we 
can  possibly  make  it. 

The  American  Economic  System. 

We  should  all  learn  more  about  it. 


v  ^   -  A  public  service  message 
yt  |  of  this  Magazine  and 

The  Advertising  Council 


RO.  Box  2 157,  New  York,  N  Y  10001 
Please  send  me  a  free  copy  of 
your  inflation  booklet. 

Name  


Address. 

City  

State  


_Zip_ 


When  masses  of  people  are  frightened  c 
of  their  wits,  it  is  difficult  to  make  reast 
prevail.  How  does  one  stop  a  run? 

ANOTHER  KIND 
OF  PANIC? 


By  Heinz  H.  Biel 


No,  I  don't  mean  an- 
other one  like 
1929's  or  even  like 
what  hit  the  market 
last  week  after  Paul 
Volcker's  famous 
press  conference. 
What  I  faintly  visu- 
alize, but  what 
scares  the  daylights 
out  of  me,  is  the 
kind  of  panic  every  holder  of  common 
stocks  dreams  about:  a  buying  panic. 

Any  panic,  even  if  it  enriches  you 
temporarily,  is  inherently  dangerous. 
It  implies  fear,  great  fear,  that  the 
money  you  own  will  lose  its  value  at 
an  ever-accelerating  pace.  The  flight 
from  the  dollar  has  been  going  on  for 
some  time,  to  be  sure,  but  not  in  a 
panicky  manner.  By  instinct  rather 
than  by  design,  people  have  been  bor- 
rowing and  spending  money  instead 
of  prudently  saving  and  investing  it. 
The  urge  to  get  rid  of  the  stuff  is  not 
yet  frantic,  but  there  are  ugly  signs 
that  we  are  getting  closer  and  closer  to 
that  point. 

Gold  in  itself  is  not  an  important 
commodity,  either  in  volume  or  in 
money,  but  its  price  is  symptomatic. 
Twenty  years  ago  it  sold  for  $35  an 
ounce;  in  mid- 1977  it  was  around 
$140;  recently  it  topped  $440.  Other 
precious  metals  have  been  swept 
along.  Silver  has  just  about  tripled  in 
price  since  the  beginning  of  the  year. 
This  is  insane — sheer  hysteria — but  it 
is  obvious  that  more  and  more  people 
would  rather  buy  gold,  even  at  an  ex- 
orbitant price,  than  keep  paper  mon- 
ey. Recently  the  flight  from  the  dollar 
engulfed  even  such  a  mundane  com- 
modity as  copper.  At  that  point  the 
warning  lights  should  start  blinking. 

I  don't  know  how  much  more  mon- 
ey can  be  poured  into  real  estate  and 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott 


the  various  collectibles  without 
pletely  exploding  prices  in  these 
Sooner  or  later  this  is  bound  to 
over  into  stocks,  which  until 
have  been  the  only  uninflated  fie 
investments.  There  is  nothing  w  -  :■ 
with  some  fresh  money  flowing 
the  stock  market  where  prices  sti 
not  adequately  reflect  either  the  pi 
in  earnings  and  dividends  in  the 
decade  or  the  steep  undervaluatit 
the  physical  assets  of  many  cor 
tions.  Nothing  could  be  more 
come  than  a  little  boom  in  com 
stocks,  reflecting  solid  invest! 
confidence  in  a  free  economy.  1 
runaway  boom,  caused  by  ] 
buying  such  as  we  have  seen  in 
earlier  this  month,  may  have  u 
dictable  side  effects  and  prol 
most  dangerous  consequences 

Just  think  it  through.  Where  i 
money  coming  from  that  will  gc 
stocks,  when  people  become 
oughly  frightened  about  their  do 
It  will  come  out  of  the  savings  in: 
tions,  the  money  funds  and 
CDs,  Treasury  bills  and  notes, 
nicipal  and  corporate  bonds  an 
other     dollar-denominated  ir 
ments  which,  at  present  infll 
rates,  are  losing  half  of  their 
every  six  or  seven  years.  In  a 
way,  such  withdrawals  have  bee 
ing  on  all  along,  at  first  just  a  tr: 
then  a  stream,  measured  in  the  te 
billions.  But  as  more  and  more  p 
realize  what  is  being  done  to  t 
the  stream  will  grow  into  a  floo> 
we  will  be  talking  in  terms  of 
dreds  of  billions  of  dollars.  At  « 
point  it  ceases  to  be  fun;  it  w 
very,  very  serious. 

When  masses  of  people  are  f 
ened  out  of  their  wits,  it  is  diffic 
make  reason  prevail.  How  doe 
stop  a  run?  How  do  you  persuadt 
pie  that  it  is  their  patriotic  duty  t 
and  hold  on  to  their  savings  b 
which  our  unscrupulous  govern  (ir 
has  been  selling  to  its  citizer 
nearly  40  years?  How  do  you  kee 
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ngs  banks  functioning  and  the 
lmercial  banks  solvent  if  with- 
vals  should  grow  into  an  unstop- 
le  hemorrhage? 

he  other  side  of  the  coin  looks 
hter,  of  course;  at  least  at  the  be- 
ling.  The  stock  market  will  be 

(ming.  There  will  be  80-million-  or 
|  million-share  days,  and  the  back 
:es  of  some  brokers  will  get  fouled 
I  gain.  The  authorities  will  look  for 
'j  ake;  maybe  100%  margin  or,  as 
I  Swiss  showed  the  world  a  few 
Is  ago,  more  than  100%  on  new 
Jtj;hases.  Quality,  P/E  ratios,  divi- 
,e|l  yields  will  become  meaningless. 
't;|re  will  be  turbulence.  It  all  will  end 
resounding  crash,  and  I  am  not  so 
that  this  republic  can  survive  it 
i  it  its  present  political,  social  and 
•  jnomic  structure  intact, 
one  of  this  is  a  prediction  of 
gs  to  come.  But  neither  is  it  just  a 
vtmare.  Inflation,  of  course,  has 
.  going  on  throughout  history,  and 
wjjis  wrecked  not  only  governments 
empires,  but  entire  societies.  The 
today  is  of  overwhelming  impor- 
ile.  The  dollar  was,  and.de facto  still 
y  ({worldwide  standard  of  value.  Yet, 
lr  naivete,  if  not  stupidity,  we  are 
i  -i  oying  it.  In  the  past  dozen  years 
t  \  Drices  have  been  permitted  to  rise 
than  120%.  Our  politicians, 
i  are  largely  responsible  for  this 
ige,  think  it  is  more  important  to 
11  ^elections  than  to  keep  the  life- 
Mil  i  of  this  country,  and  of  the  world 
nirell,  clean  and  trustworthy.  They 
;sq|about  a  "trade-off"  between  infla- 
:..  |and  unemployment  without  rec- 
lining the  idiocy  of  the  argument.  If 
on't  put  an  end  to  inflation,  or  at 
slow  it  down  to  a  more  tolerable 
we  will  have  a  lot  more  to  worry 
t  than  whether  the  unemploy- 
rate  is  above  or  below  7% . 
5:iis  particular  column  is  meant  to 
you,  not  to  alarm  you.  My  fears — 
ei  xld  not  go  so  far  as  to  call  them 
ifonitions — are  not  near-term.  A 

■  buying  panic  is  not  imminent, 
Ido  expect  a  gradually  increasing 

■  into  equities.  I  think  this  is 
#3t  inevitable,  unless  this  current 
■sion  deteriorates  into  a  major, 
Aiy  depression,  which  is  unlikely, 
riot  impossible. 


.a 


diS 
r  do 


0. 


wever,  if  worse  should  come  to 
I  don't  know  what  we,  espe- 
we  city  dwellers,  can  do  to  pro- 
urselves  against  the  eventuality 
in  away  from  the  dollar.  Can  you 
ne  yourself  sitting  on  a  box  of 
oins  with  a  K  ration  in  one  hand 
gun  in  the  other?  ■ 


FDIT  has 

a  cost  structure 
t  favoring 
investors  of 

$10,000ormore. 

FDIT's  fixed  service  charge 
and  low  management  fee  (3/io  of 
1  %)  benefit  the  larger  investor. 

With  a  minimum  initial  deposit 
of  only  $5,000,  FDIT  offers  high 
money  market  yields,  free  check- 
writing  of  $500  or  more,  and  no 
early  withdrawal  penalties. 

Call  Free 
(800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


=        /  Hi  Fidelity 

W  WeFM  m  l    ■  Trust 

RO.  Box  832,  Dept.  JB  102979 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for 
a  prospectus  Read  it  carefully 
before  vou  invest  or  send  money 
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Retirement  Plan  Information:  Keogh  □  403BD 
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What  happens 
when  scarce  resources 
get  guzzled  up? 


We  believe  they  grow  in  value. 

If  you're  interested  in  capital 
growth  and  see  the  advantages  of 
investing  in  natural  resources  that 
may  become  more  scarce  —  and 
more  valuable  —  please  contact  us 

Our  portfolio  includes  com- 
panies which  own  or  develop 
natural  resources,  as 
well  as  shares  of 
other  promising 
enterprises.  «r 
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HOWE  PRICE 
NEW  ERA  FUND,  INC. 

A  No-Load  Fund 

100  East  Pratt  Street 
Baltimore,  Maryland  21202 

1-800-638-5660 
If  busy,  or  in 
?  Maryland 
call  301- 
547-2136 
Meet. 

Name  


A-6 


For  more  complete  information, 
ncludmg  the  management 
fee  and  othei  charges  and 
penses,  obtain  a  prospec- 
tus- Read  it  carefully 
before  you  invest  or  send 
money. 
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Venture  Capital 


John  and  Bob  Laughlin  were  getting  res 
less,  so  they  saved  their  money,  quit  the 
jobs  and  started  out  on  their  own. 

ENTER 
GALAXY  5 
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By  Thomas  P.  Murphy 

Doubling  sales  for 
Digital  Systems 
Corp.  next  year  will 
be  "a  piece  of  cake," 
according  to  its 
president,  John 
Laughlin,  35.  In  fact, 
Laughlin  figures  he 
can  double  sales  ev- 
ery year  for  the  next 
four  or  five  years. 
Not  that  the  competition  is  shaking 
in  its  Gucci  loafers.  Digital  closed  its 
1979  fiscal  year  last  month  with  only 
$2.2  million  in  sales.  Still,  it  is  fasci- 
nating how  two  enterprising  brothers 
have  carved  a  niche  in  the  computer 
industry,  without  even  a  bootstrap. 
"What  we  had,"  explains  John  Laugh- 
lin, "was  more  like  a  shoestring." 

The  story  really  begins  in  1970 
when  John  Laughlin  was  fresh  out  of 
law  school  and  ready  to  practice  se- 
curities law.  The  trouble  was,  the 
stock  market  was  falling  20  points  a 
day  and  there  weren't  any  new  issues 
to  register  with  the  SEC.  Young 
Laughlin,  employed  by  a  big  San  Fran- 
cisco law  firm,  found  himself  drafting 
merger  agreements,  "a  sleep-produc- 
ing document,"  he  says,  "that  nobody 
ever  reads."  To  make  matters  worse, 
Laughlin  was  getting  $6.50  an  hour 
from  the  law  firm,  while  everybody 
else  involved  in  the  mergers  seemed 
to  be  getting  rich. 

Meantime,  his  brother  Bob,  now 
33,  was  also  getting  restless.  Bob  was 
working  for  IBM  in  Poughkeepsie, 
N.Y.  and  was  a  fast  track  man  in  sys- 
tems development.  The  trouble  was 
that  they  kept  lengthening  the  track. 
"When  I  started  in  1969 1  figured  I  was 
18  levels  from  chairman  of  the  board. 
After  five  promotions,  I  was  22  levels 
away."  The  two  restless  brothers  de- 
cided to  try  it  on  their  own. 

Thomas  P.  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn 
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The  Laughlins'  shoestring  was 
ings  from  their  jobs:  "I  was  wort 
so  hard  in  San  Francisco,  I  didn't  h 
time  to  spend  money,"  John  expla  m\ 
"and  there  is  no  place  to  spend  ma 
in  Poughkeepsie." 

The  two  quit  their  jobs  and  mc 
back  to  the  Washington,  D.C. 
where  they  had  grown  up.  They  da 
ed  to  open  a  computer  service  bur< 
Not  a  novel  idea  in  itself,  so  the 
twist  they  could  think  of  was  mo 
to  a  rural  area  where  they  woul 
have  any  competition.  That  woi 
just  fine  and  they  found  plenty  of 
rolls  and  accounts  receivable  to  pui 
the  computer  they  bought,  but  aj 
as  John  was  concerned,  it  was  "s 
trade."  They  were  selling  time 
money  and  had  nothing  proprietai  y 
offer.  Brother  Bob — "He  is  an  inve  ^ 
ate  tinkerer,"  John  explains — hao 
idea.  None  of  the  computers  t 
available  were  really  suited  for 
small  businesses  their  service  bu 
worked  with,  so  Bob  set  out  to  da 
something  to  meet  the  need. 

He  took  a  unique  approach.  M 
computers  were  just  coming  on 
market,  and  Bob  reasoned  (agains  ■ 
dustry  wisdom)  that  lashing  sever 
them  together  might  be  a  cheap 
effective  way  to  get  the  compu 
power  of  the  much  more  expen 
minicomputers.  The  brothers  ra 
$40,000  from  their  friends  to 
parts,  and  the  result,  in  1975,  waa 
Galaxy  5  computer. 

While  Galaxy  5  was  really  a  ger 
purpose  computer,  it  needed  a 
keting  niche  and  the  Laughlins 
covered  Washington,  D.C.  had 
The  city  was  full  of  trade  associat 
that  had  to  keep  track  of  thousam 
members.    The    Laughlins  ere 
softwear  for  Galaxy  5  called 
"membership  information  mati 
ment  service."  They  have  sold  2 
their  systems  at  prices  ranging 
$100,000  to  $165,000,  and  there  | 
more  on  order. 

Then  Digital's  engineers  saw  ai 
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flunity  in  another  business.  Elec- 
Aic  cable  assemblies  are  the  wiring 
jesses  that  lash  the  internal  ele- 
Its  of  a  computer  together.  They 
|j;omplicated,  containing  a  dozen 
j)  little  wires,  each  of  which  has  to 
hldered  by  hand  to  the  right  pin  in 
itmector.  How  could  the  solderer 
j  ire  the  right  wire  was  soldered  to 
i right  pin?  There  is  a  machine 
able  at  $100,000  that  can  test  the 
K,  but  most  people  in  the  industry 
j:r,  ship  and  hunker  down  for  the 
)mer  complaints  they  know  will 
!i  ;  later. 

j!  e  engineers  went  to  work  and 
;eded  in  devising  a  softwear 
age  that  enables  Digital  to  do  the 
Kg.  This  process  has  cut  the  cost, 
Laughlin  figures,  from  about  $25 

cents.  Using  that  leg  up,  Digital 
one  into  the  cable  assembly  busi- 

The  company  is  already  doing 
100  worth  of  business  a  week  and 
able  business  is  growing  as  fast  as 
al  can  train  new  employees. 

is  one  reason  Laughlin  is  confi- 
that  he  can  easily  double  sales 
year. 

aically,  Laughlin  has  come  off  as 
thing  of  a  conservative  to  ven- 
capitalists  who  have  talked  with 

They  would  like  to  invest  in 
al  but  urge  more  aggressive  ex- 
on.  Furthermore,  they  want  a  big 

of  the  business  for  their  money, 
ig  money  from  the  public  is 
>er,  so  John  is  about  to  hit  the 
kigs  again.  A  Regulation  A  offer- 
>  in  the  works,  and  since  he  was 
l:d  as  a  securities  lawyer,  the 
?ries  of  the  SEC  are  not  intimi- 
;  ii  to  him. 

an  Iter  this  fall,  he  says,  "I'll  have  a 
w  !r  for  prospective  investors  in 
c  lore  and  another  in  Harrisburg, 
m:  ■  won't  be  an  Israeli  bond  drive, 
\:  ibn't  lock  the  doors  of  the  dining 
is  "  but  Laughlin  figures  he  can 
:  inother  $1  million,  or  maybe  the 
fcgistration  amount  of  $1.5  mil- 

lis  earlier  stockholders,  after  all, 
a  ppy.  He  first  sold  stock  for  $1  a 
j  iand  the  last  batch  at  $10,  and 
lii  ill's  crop  will  be  higher, 
h.  'I  Laughlins'  ownership  of  Digi- 

already  down  to  32%  and  the 
ab  :!tock  sale  will  dilute  it  further. 

next?  Brother  John  rejects  the 
H^rowth  venture  capitalists  urge 

n,  but  he  does  want  to  continue 
.  :  iokey  100%  a  year,  so  he  says:  "I 
> ?e  someday  we  will  be  a  division 
oct  tfie  big  company.  I  am  not  inter- 

n  making  a  lot  of  money,  but  I 
;jv,  it  to  see  Digital  grow."  ■ 


If  the  majority 
was  always  right, 
the  majority 
would  be  rich. 


Contrafund  goes  against  the  majority. 
We  seek  growth  from  industry  groups  and  stocks  that  are  currently 
out  of  favor,  but  which  our  management  sees  as  undervalued.  Support- 
ing this  philosophy  is  our  11-year  record  against  the  market  averages. 
The  minimum  initial  investment  is  $500,  and  there  is  no  sales  charge. 
If  you're  in  the  independent-thinking  minority,  call  toll-free  today. 

Call  Free  (800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

■i  Fidelity  Contrafund   

82  Devonshire  St.,  Box  832,  Dept.  JB 102979  Name 
Boston,  Mass.  02103 

For  more  complete  information,   —  

e  ,  Address 

including  management  fees,  and 

expenses,  please  write  or  call  for  a   

prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

FIDELITY  GROUP  Over  $5  billion  of  assets  under  management. 
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City  State  Zip 

Retirement  Plan  Information:  KeoghD  I  RAD  403BO 


Ask  Vanguard  about... 

THE  FIRST  TAX-EXEMPT 
MONEY  MARKET  FUND! 

Investors  in  high  tax  brackets  need  a  •  Low  cost— our  total  annual  expenses  are 

short-term  tax-exempt  money  market  less  than '/2  of  1  %  of  net  assets 

fund.  That's  why,  two  years  ago.  Vanguard  .  instant  liquidity-easy  access  to  your 

launched   the   Short-Term   Portfolio  of  money  by  bank  wiret 

Warwick  Municipal  Bond  Fund.  And  to-  .  Free  check      j  ;       riviiege  ($50o  or 

day,  only  this  Portfolio  can  offer  you  all  more) 

of  these  important  advantages:  .  ,         .         ,  , 

„  .,   .  .  .  ..        ...  For  more  information,  please  send  the 

•  Daily  tax-exempt  income,  paid  monthly.  coupon  or' 
(And  it's  always  been  100%  tax-free.*)  '     '        Yr\t  ■  rnrr 

•  A  high  degree  of  capital  stability  and  a  CALL  TOLL-FREE: 
short  average  maturity  (800)  523"7910 

•  A  history  of  results  you  can  check  out  In  Pennsylvania,  call  toll-free: 
in  our  most  recent  Shareholder  Report  (800)  362-7688 

•  A  broadly  diversified  portfolio  of  over  "Although  Warwick's  income  is  100%  free  from 
5Q  issues  Federal  income  tax,  it  may  be  subject  to  some 

state  and  local  taxes. 

•  No  sales  charge  and  no  redemption  fee         tAt  the  Ihen  current  net  asset  value. 

r  -  -  -  -  -  .Warwick-  -n 

MUNICIPAL  BOND  FUND  -  Short-Term  Portfolio 

Warwick  Municipal  Bond  Fund  Q 
Drummer's  Lane  MINIMUM  INVESTMENT  $3000 

Valley  Forge,  PA  19482 

Please  send  Warwick!*  most  recent  Shareholder  Report,  so  I  may  examine  its  two- 
year  history.  Also,  please  send  a  Prospectus  with  more  complete  information  in- 
cluding advisory  fees,  distribution  charges  and  other  expenses,  so  I  may  read  it 
carefully  before  I  invest  or  send  money.  25A-FORN  203 

Print  Name  

Address  

City  State  Zip  


it  if  Vanguard  GROUP  OF  INVESTMENT  COMPANIES 

Over  50  years  of  Investment  Service  •  $2  Billion  in  Assets 
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Financial  Strategy 


MONEY&  INVESTMENT! 


The  American  disease,  although  bad  for  us, 
is  potentially  fatal  to  our  allies,  so  it  brings 
flight  capital  to  our  financial  markets. 

BACK  TO  THE 
MOTHER  CITY 


By  John  Train 


Usually,  stocks  and 
gold  are  a  seesaw: 
When  one  goes  up, 
the  other  goes 
down.  But  this  year 
they  have  both  gone 
up  with  a  rush. 
Why?  The  answer 
is  fear. 

I  have  just  come 
back  from  a  trip  to 
Europe  and  as  usual  find  that  from 
abroad  the  world  looks  very  different. 

First,  the  U.S.  is  seen  as  a  wobbly 
and  ineffectual  ally.  "Playing  dead"  in 
the  face  of  Soviet-Cuban  aggression  in 
Angola  could  not  have  made  a  worse 
impression.  And,  rightly  or  wrongly, 
the  question  is  asked:  "What  did  you 
do  for  your  friend  the  Shah?"  Perhaps 
the  questioner  didn't  really  expect  us 
to  drop  the  101st  Airborne,  and  he 
may  well  have  been  critical  of  our 
intervention  in  Vietnam.  But  consis- 
tency isn't  the  point — we  still  looked 
weak.  And  now  the  gangrene  is  start- 
ing in  Central  America. 

Europe  sees  the  Warsaw  Pact  coun- 
tries building  up  in  conventional  arms 
at  a  terrifying  rate.  The  original  the- 
ory was  that  a  balanced  reduction  of 
forces  in  Europe  would  be  conducted 
during  the  negotiations  on  reducing 
strategic  bombers  and  missiles,  in 
which  the  U.S.  then  had  an  advan- 
tage— the  nuclear  "umbrella."  In- 
stead, we  have  abandoned  our  lead  in 
strategic  missiles  and  bombers,  thus 
folding  up  the  "umbrella,"  before  we 
have  gotten  anywhere  in  the  negotia- 
tions about  the  huge  Soviet  buildup  in 
Central  Europe.  It  is  no  secret  that 
NATO  is  completely  outclassed. 

So  now  our  European  friends  be- 
lieve that  there  is  no  way  in  which 
the  huge  Soviet-bloc  predominance  in 

)alm  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


conventional  arms  can  ever  be  offset. 
However  much  Europe  expands  its  de- 
fenses, our  enemies  will  expand  their 
offensive  power  more. 

One  consequence  that  has  not  yet 
been  understood  in  America  is  the 
effect  on  Germany.  The  Germans — 
like  the  Turks — now  consider  the 
American  strategic  shield  unreliable, 
and  feel  the  need  for  "reinsurance." 
Furthermore,  only  Russia  holds  the 
key  to  German  reunification.  As  a 
result,  Germany  is  turning  to  the  East. 

The  Europeans  don't  expect  the 
Russians  to  attack  them.  The  Europe- 
ans expect  that  Russia  will  be  able  to 
blackmail  them  politically  and  com- 
mercially. Indeed,  it  has  begun  to  do 
so.  Russia's  ability  to  prevent  Ger- 
many from  accepting  the  neutron 
bomb — which  is  purely  defensive — is 
an  extraordinary  example. 

An  immense  difference  between 
the  European  perception  of  the  U.S. 
and  our  own  perception  of  ourselves  is 
in  our  moral  position.  We  like  to 
think  of  ourselves  as  a  combination  of 
Benjamin  Franklin,  Henry  Ford  and 
John  Wayne:  a  force  for  freedom,  eco- 
nomic plenty  and  political  good — the 
home  of  the  American  Way  of  Life 
that  we  wanted  to  export  worldwide 
after  World  War  II. 

Seen  from  most  countries  in  West- 
ern Europe,  the  U.S.  is  today  a  deca- 
dent society  whose  loss  of  values  is 
reflected  in  falling  educational  stan- 
dards, declining  competence  and  ris- 
ing crime.  Our  inflation,  trade  deficits 
and  inability  to  cope  with  the  oil 
problem  illustrate  our  loss  of  national 
will  and  self-discipline.  Carter  is  per- 
ceived as  a  well-meaning  preacher; 
simply  not  the  type  to  lead  a  great 
alliance  of  Western  nations.  The  Euro- 
peans judge  us  harshly:  One  gets  the 
government  one  deserves. 

One  needn't  accept  this  view  of  de- 
bility and  decay  to  realize  that  it  has  a 
major  influence  on  investment  pat- 
terns. Given  what  is  seen  as  decay  in 
the  keystone  country,  the  whole  posi- 


tion of  the  Western  World  is  cast| 
doubt,  even  as  many  European  c 
tries  themselves  are  coming  bac 
political  good  sense. 

Investors  with  long  memories 
remember  that  in  the  1950s  e 
time  the  Soviet  bloc  made  a  mena 
move  in  Azerbaijan,  Berlin  or  Gn 
our  stock  market  jumped  as  fr 
ened  foreigners  switched  their  pc 
lios  into  American  issues. 

The  same  thing  is  happening  tc 
Because  of  our  weakness,  Euro 
with  its  long,  exposed  frontier- 
the  Middle  East  feel  vulnerable, 
result,  prudent  investors  there 
switching  assets  into  things,  inclu 
equities  in  the  U.S.— still  the  s 
place  available,  even  if  it  looks 
safe  than  it  did — and  into  the  s. 
asset,  gold.  So  are  the  Central  Ar. 
cans.  After  the  events  in  Iran,  I 
non  and  Nicaragua,  suddenly  an  c 
building  in  Kuwait  or  Guatei 
doesn't  seem  quite  so  secure. 

The  American  disease,  altho 
bad  for  us,  is  potentially  fatal  ta 
allies,  so  it  brings  flight  capital  tc 
financial  markets.  It's  an  old  si 
Faced  with  the  barbarian  onslan 
the  Romans  pull  their  legions  bat 
the  Mother  City. 

In  earlier  columns,  I  touched  01 
attraction  of  gold  in  bad  times,  t 
bly  in  my  column  of  May  1, 
"The  Arabs,  for  instance,  are  a 
potential  market  because  gold  car 
blocked  the  way  paper  claims 
Then,  Europeans  today  face  a  i 
possibility  of  either  invasion  or  s< 
upheaval."  Since  then  gold  has  all 
doubled.  What  now?  Common  s 
tells  us  to  ease  up  after  such  a  mc 

Houses?  They  seem  precan 
with  speculative  buyers  ripe  ti 
shaken  out  in  a  recession,  particu 
in  California.  The  vast  use  of  del 
pyramid  in  the  housing  market 
set  the  stage  for  a  debacle.  Com: 
cial  buildings  seem  fully  priced. 

Farms?  You  can't  be  an  abse 
farmer,  and  somehow  I  don't  visu; 
all  those  rich  Milanese  trud 
through  the  snow  in  Gucci  slip 
and  parkas  to  church  suppers  in  F 
tello,  Idaho. 

Art?  "Collectibles?"  Pure  spec 
tion,  and  the  target  of  enthusi; 
and  uninformed  buying. 

So  the  foreign  investor  arrive 
elimination  to  the  only  nonspet 
tive  inflation-proof  asset  left — sh 
in  solid  American  companies  wi 
earnings  and  dividends  are  rising 
er  than  inflation.  They're  still  at 
tively  priced.  ■ 
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During  the 1970s  our  success  was  built  on 
QUALITY  PRODUCTS,  MODERATE  PRICES, 
and  EXCELLENT  SERVICE. 

And  that's  how  we  plan  to  grow  right  through  the  1980s! 


For  years  we  have 
been  giving  our 
customers  good 
value  for  their 
eating  out  dollars. 
In  the  demanding 
conditions  of  the 
1980s,  quality 
products, 
moderate  prices, 
and  excellent 
service  will  have 
even  more  appeal 
than  in  the  past. 

Looking  ahead 
to  the  next  decade, 
Denny's,  Inc. 
will  take 
advantage  of 
changing  times  to 
enhance  its 
already  strong 
position  in  the 
foodservice 
industry. 

For  a  copy  of 
our  1979  Annual 
Report,  please 
write:  Denny's,  Inc.. 
RO.  Box  1117B, 
La  Mirada, 
CA  90637 


Fiscal  Year  Ended  June 


1979  1978  1970 

Revenues  $623,877,000  $545,616,000        $  79,307,000 

Net  Income       $  25,068,000  $  24,312,000        $  5,608,000 


Earnings 
Per  Share 

Shareholders' 
Equity 


$     2.89         $     2.82  $  0.77 

$137,014,000  $118,473,000        $  26,856,000 


Working 
Capital  From 

Operations        $  55,378,000  $  49,454.000        $  9,916.000 


Dividends 
Per  Share 

Restaurants 

Donut 
Houses 


82  Cents 
787 

917 


65  Cents 
689 

854 


04  Cents 
258 

377 


Denny's,  Inc. 


Denny's  Restaurants/Winchell's  Donut  Houses 

In  41  States,  Canada,  Mexico,  Japan,  and  Europe 


Special  Report 
Tells  How 
You  May  Slash 
Your  Risk 
Of  Heart  Attack 

The  American  Heart  Association  has  re- 
leased the  results  of  a  massive,  10-year  study 
involving  17,000  men.  It  found  that  those 
who  spent  less  than  2,000  caloriesa  week  in 
exercise  were  64%  more  likely  to  suffer  heart 
attack  than  those  who  spent  more. 

But  how  much  and  what  kind  of  exercise 
must  you  perform  to  burn  up  2,000  calories? 
You'll  find  out  in  the  special  report  THE  EXEC- 
UTIVE'S GUIDE  TO  A  HEALTHY  HEART,  nowavail- 
able  from  EXECUTIVE  FITNESS  NEWSLETTER. 

It  describes  the  Association's  findings  and 
examines  15  common  exercises,  telling  you 
which  are  best  for  your  heart,  and  how  long 
you  must  perform  each  to  burn  up  2.000 
calories.  This  information  might  Pe  the  cor- 
nerstone of  a  fitness  program  that  may  save 
your  life. 

You'll  also  learn  about  three  delicious, 
everyday  foods  that  may  reduce  cholesterol 
naturally  and  safely  .  .  the  vitamin  that  may 
help  prevent  hardening  of  the  arteries  .  . 
and  the  surprising  factor  which  cut  the 
death  rate  in  half  in  one  significant  heart 
study. 

EFN  brings  you  recent  findings  of  top 
M.D.'s.  nutritionists  and  researchers  on  how 
to  stay  healthier  and  more  fit  on  a  busy 
executive  schedule  It  tells  you  which  foods 
to  eat  and  which  to  avoid  to  help  you  gain 
more  pep  and  stamina,  and  how  to  enjoy 
greater  health  benefits  from  your  leisure 
activities. 


-  YES!  Please  send  me  my  FREE  EXECUTIVE'S  GUIDE 
TO  A  HEALTHY  HEART  and  enter  a  one-year  ( 26  issues ) 
trial  subscription  to  EXECUTIVE  FITNESS  NEWSLETTER  in 
my  name  If.  after  receiving  my  first  issue  I'm  not 
completely  satisfied.  I  need  only  mark  "cancel"  on 
your  invoice,  return  it  and  owe  nothing  The  first  issue 
and  the  GUIDE  are  mine  to  keep 

If  I  like  what  I  see,  I  agree  to  pay  just  S1  50  per  month 
(payable  annually). 

□  Payment  enclosed  LI  Bill  me  later 

C  {Jill  my  company  (indicated  below) 

80041 


NAME 


COMPANY 
ADDRESS  _ 


OTY_ 


STATE . 


.ZIP- 


EXECUTIVE  FITNESS  NEWSLETTER, 
Emmaus  PA  18049 


Commodities 


It  now  appears  that  U.S.  soybean  oil  a) 
meal  will  be  available  in  abundance  ar 
that  their  prices  will  trend  lower. 

SOYBEANS — A 
RECORD  CROP 


to 


By  Stanley  W.  An  grist 

It  has  been  noted 
more  than  once  that 
being  short  a  soy- 
bean contract  for  a 
couple  of  months  is 
equivalent  to  two 
years'  study  at  the 
Harvard  Business 
School.  If  one  of  the 
purposes  of  the  Har- 
vard Business  School 
is  to  teach  you  about  yourself,  there  is 
no  doubt  that  a  two-month  short  posi- 
tion in  beans  will  let  you  learn  more 
about  yourself  than  maybe  you  want  to 
know.  The  soybean  and  its  products — 
meal  and  oil — are  perennial  favorites  of 
speculators,  not  for  their  gift  to  psycho- 
logical insight,  but  for  the  profits  they 
can  yield  if  you  are  on  the  right  side  of 
the  market.  And  where  do  the  funda- 
mentals indicate  you  should  be  posi- 
tioned today? 

As  the  Leslie  Analytical  Organiza- 
tion pointed  out  in  a  recent  report  for 
Thomson,  McKinnon,  the  U.S.  soy- 
bean oil  and  meal  market  will  have  to 
adjust  to  two  new  developments  dur- 
ing the  coming  marketing  year:  1)  rec- 
ord-large U.S.  and  world  oilseed  sup- 
plies, and  2)  a  contraction  in  the 
recent  world  demand  for  oil  and  meal. 
At  this  writing  it  appears  that  U.S. 
soybean  oil  and  meal  will  be  available 
in  abundant  quantities  and  that  their 
prices  will  trend  lower. 

The  U.S.  Department  of  Agriculture 
report,  giving  crop  conditions  as  of 
Sept.  1,  offers  but  little  solace  to  bean 
bulls.  The  soybean  crop  was  revised 
upward  to  2.2  billion  bushels,  which  is 
a  full  18%  greater  than  1978's  record 
harvest  of  1.8  billion  bushels.  The 
nearly  ideal  weather  that  has  pre- 
vailed throughout  the  soybean  belt 
will  give  the  U.S.  a  2-billion  bushel 

Stanley  W  Ahgrisl  is  a  professor  at  Carnegie- 
Mellon  University,  and  tlx  author  of  Sensible 
Speculating  in  Commodities. 
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soybean  crop  for  the  first  time 
history.  (As  recently  as  1976  the 
crop  was  only  1.3  billion  bushels 
With  the  bean  crop  harvest  n 
completed,  a  large  increase  in 
season-end  carryover  seems  all  bi 
evitable.  (The  soybean  season  ( 
on  Aug.  31.)  The  most  recent 
report  and  estimated  usage  figure 
dicate  that  the  1980  carryover  c 
exceed  300  million  bushels  foi 
first  time  in  ten  years. 

The  world  1979-80  soybean  cr 
estimated  to  be  up  about  15%. 
thirds  of  that  increase  will  be  acc« 
ed  for  by  the  U.S.  gains.  (Note  ths  id 
southern  hemisphere  crop  cann 
estimated  with  certainty  unti! 
harvests  are  completed  in  the  M 
to-April  period  of  1980.) 

It  should  not  be  hard  to  guess 
caused  this  dramatic  worldwid 
crease  in  oilseed  harvests.  High  p 
for  these  crops  have  sent  a  one- 
message  loud  and  clear  to  farme 
over  the  world:  Plant.  Besides 
15%  increase  in  the  world  so> 
crop,  sunflower  seed  production  i 
U.S.  and  Canada  is  expected  t 
crease  sharply  in  1979-80. 

But  what  about  demand?  Mod  ;  : 
increases  in  the  production  of 
stock  in  1979  in  Western  Europ 
Japan  point  to  a  modest  increa 
demand  for  U.S.  soybeans.  But 
beans  will  have  to  compete  wit 
larger  export  availabilities  of  Ca 
an  rapeseed  and  U.S.  sunflower 
A  worldwide  recession  would  al: 
hibit  the  demand  for  meat  and 
reduce  demand  for  U.S.  beans. 

The  USDA  has  estimated  th« 
will  export  6.8  million  tons  of  so> 
meal  next  crop  year  in  compa 
with  a  probable  6.6  million  ton: 
crop  year.  However,  if  Brazil's 
exceeds  expectations,  U.S.  mea 
ports  could  decline  to  a  level 
below  this  year's. 

The  Leslie  Organization  bel  i 
that  soybean  oil  will  be  hit  hardc 
the  1979-80  oilseed  glut.  Once  r }  | 
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worldwide  competition  will  be 
ed  by  record-high  quantities  of  oil 
sunflower  seed,  rapeseed  and 
i.  In  recent  years  the  major  im- 
rs  of  U.S.  soybean  oil  have  been 
loping  countries  where  rising  in- 
25  and  improving  diets  are  creat- 
teadily  increasing  demand  for  ed- 
/egetable  oil. 

lia  is  being  looked  to  as  a  major 
laser  of  U.S.  soybean  oil  for  two 
ns:  1)  Her  peanut  crop  is  expect- 
be  a  poor  one  due  to  bad  weath- 
id  2)  an  ounce  of  silver,  which 
has  in  abundance,  will  buy  about 
Dunds  of  soybean  oil,  or  nearly 
times  what  it  could  buy  at  this 
last  year.  The  question  then  is: 
India,  which  has  silver  in  abun- 
e  but  needs  vegetable  oil  to  feed 
teople,  make  the  swap? 

last  remaining  question  mark 
tzil.  She  is  our  chief  competitor 
jrldwide  sales  of  beans,  meal  and 
ler  next  crop  won't  be  planted 
December;  therefore,  her  crop  is 
|m  estimate  based  on  early  plant- 
itentions  reports.  The  USDA  ex- 
Brazil's  next  crop  to  come  in  at 
.  id  13.5  million  tons.  This  would 
record  Brazilian  total  and  would 
Ir  two  successive  years  of  disap- 
ling  yields.  Trade  sources  expect 
l  plantings  and,  should  Brazil's 
(meet  or  exceed  U.S.  expecta- 
K  she  would  be  a  more  formidable 
ietitor  to  the  U.S.  in  the  world 
rd  market  than  she  has  been  in 
•  evious  two  years. 
I  simplest  way  to  play  these  fun- 
(ltals  appears  to  me  to  be  short 
snber  soybean  oil  above  26.50 
per  pound.  The  logical  stop-loss 
jjwould  be  around  28.90  cents  per 
|.  This  is  a  bigger  risk  than  I 
Illy  recommend  since  a  short  at 
Ijwith  a  stop  at  28.90  is  placing 
|  $1,500  at  risk.  (A  soybean  oil 
jet  is  for  60,000  pounds.)  How- 
I  believe  a  5-cent-per-pound  de- 
fin  prices  is  possible,  which 
lii  yield  a  profit  of  $3,000  per  con- 
liThe  margin  on  a  contract  is 
|15 1,250,  while  a  round-turn  com- 
jin  on  a  single  contract  is  $50. 


of  si 
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venturesome  traders  might  try 


pread  of  long  July/short  January 
five-point  or  more  premium  to 
y.  In  a  bear  market  this  spread 
move  to  full  carrying  charges, 
would  be  at  least  150  points 
>er  spread).  The  margin  on  such 
d  is  about  $500,  with  a  round- 
Hnmission  of  $60.  I  would  risk 
re  than  50  points  ($300)  per 


EFHutton  talks 

about  take-over 
candidates. 


button 


EEHuttoris  Investment  Research 
Department  has  uncovered  21 
companies  which  we  believe 
are  likely  take-over  candidates. 
High  cash  flow  or  high 
cash  position  characterize 
some  of  these  firms.  Other 
companies  have  good  growth 
records  but  have  escaped 
market  attention  and  are 
selling  below  book  value.  Several  are  good  speculations 
whether  or  not  they're  ever  taken  over. 

While  we  can't  predict  that  any  of  these  companies 
will  be  acquired,  we  do  believe  that  their  intrinsic  value 
merits  your  consideration.  Such  undervaluation  is 
eventually  recognized. 

For  further  information  on  these  carefully  selected 
take-over  candidates,  just  send  us  the  coupon  below 
r— ———————————— .........^ 

Yes,  I  want  more  information  on  EEHuttoris  take-over  candidates. 


Name . 


Street . 


City. 


.State. 


.Zip. 


Home  Phone . 


.  Business  Phone . 


I  have  no  EFH  Account. 


Member  of  S1PC 


My  EFH  Account  No  is  /  — j 

dFHutton 

EE  Hutton  &  Company  Inc. 
One  Battery  Park  Plaza,  New  York,  N  Y  10004 
(212)742-5834 

L............... .....................  J 

When  EFHutton  talks, 
people  listen. 
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The  five  most 
dangerous  words 
in  the  English 
language. 


American 
Cancer 
Society 

We  want 
to  cure  cancer 
in  vour  lifetime. 


DIAMOND 
INTERNATIONAL 
CORPORATION 


98th  CONSECUTIVE 
YEAR  OF  DIVIDENDS' 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Sept.  27,  1979,  declared  a 
quarterly  dividend  of  55c  per  share  on  the  Com- 
mon Stock,  and  30c  per  share  on  the  Series  A 
Preferred  Stock,  both  payable  Nov  1.  1979,  to 
shareholders  of  record  Oct  10.  1979. 


'Common  Stock 


GEORGE  PASCALE 
Wee  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


There  are  two  simple  ways  you  can  redh 
next  year  s  taxes,  but  you  must  act  now. 
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SOME  HELPFUL 
TAX  HINTS 


By  Srully  Blotnick 


Most  people  will 
wait  until  March 
1980  to  start  think- 
ing seriously  ahout 
their  taxes.  That  is 
understandable,  but 
it  can  also  be  very 
expensive.  There 
are  two  simple  de- 
vices you  can  use  to 
significantly  reduce 
the  amount  of  tax  you  will  owe  next 
year,  however,  you  have  to  make  use  of 
them  in  1979  in  order  to  benefit  from 
them  next  Apr.  15. 

The  first  involves  taking  a  loss  on  a 
stock  you  own,  while  still  keeping  it. 
Keep  in  mind  that  losses  are  worth 
more  now.  Recent  tax  code  revisions 
allow  you  to  deduct  up  to  $3,000  of 
stock  market  losses  from  your  ordi- 
nary income. 

If  your  portfolio  is  at  all  typical, 
some  of  your  stocks  have  increased 
and  others  decreased  in  price  since 
you  bought  them.  The  ones  on  which 
you  have  paper  losses  fall  into  two 
groups.  Since  the  capital  gains  hold- 
ing period  is  now  12  months  (it  used 
to  be  6),  the  first  group  consists  of 
stocks  you  have  owned  for  less  than  a 
year.  You  have  a  short-term  loss  on 
those  stocks.  You  can  deduct  up  to 
$3,000  of  short-term  losses  from  your 
income.  For  long-term  losses — those 
you  have  held  for  more  than  12 
months — a  2-for-l  rule  applies:  You 
need  $6,000  in  losses  to  deduct 
$3,000  from  your  ordinary  income. 

Let's  assume  you  have  only  one 
stock  which  is  down,  a  $3,000  loss  on 
IBM;  you  bought  300  shares  at  80  and 
the  stock  is  currently  selling,  say,  at 
70.  Converting  the  paper  loss  into  an 
actual  one  by  selling  the  stock  any 
time  in  1979  would  give  you  the 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 
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maximum  loss  you  could  use 
year.  But  suppose  you  still  have 
in  IBM,  expect  it  to  recover  an 
well  in  the  future  and  thus  don't 
to  dispose  of  the  stock  merely  t< 
ate  a  $3,000  deduction. 

The  answer  is  to  double  up.  Tl^ 
buy  another  300  shares  to  replac 
300  that  you  are  selling. 

There  is  a  catch,  though.  An  i 
tant  one.  According  to  curren 
law,  you  have  to  buy  the  new  s 
3 1  days  before  or  3 1  days  after  yc  tee 
the  old  shares.  Otherwise,  you'n 
a  "wash  sale"  on  your  hands — j 
valid  transaction. 

Internal  Revenue  Service  au 
in  New  York  and  Los  Angeles  to 
this  is  a  widely  misunderstood 
ter.  "We  might  not  pick  it  [the 
sale]  up  at  the  time,"  said  one,  " 
a  return  is  later  audited,  it  will 
to  light  and  then  it  is  a  serious 
ter."  How  common  a  problem 
The  six  auditors  I  spoke  to  w« 
agreement  that  "it  happens  thou 
of  times  a  year." 

The  problem  can  be  avoided  b 
ply  counting  carefully  the  num 
days  between  the  purchase  aril 
sale.  For  instance,  the  last  da' 
year  you  can  take  a  loss  is  Mc 
Dec.  31,  1979.  That  means  you 
have  to  have  bought  the  300  sha 
IBM  you're  going  to  replace  trj 
ones  witho//  or  before  Friday,  Nc 
"It's  a  safe  bet,"  said  an  IRS  offio 
New  York,  "lots  of  people  are  go 
make  the  two  transactions  only 
days  apart" — instead  of  the  red 
31  days. 

Most  of  the  investors  I  track  t 
like  doing  their  year-end  tax  losi 
ing  at  the  last  moment,  becaust 
forces  them  to  accept  whatever 
prices  are  prevailing  at  the  end  ( 
cember.  They  would  rather  use 
ber  and  November,  as  well  as  Di 
ber,  for  the  purpose.  That's  smi 
is  worth  your  while  to  start  thii 
now  about  any  selling  and  buyir 
will  be  doing  for  tax  purposes  c  b 
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mainder  of  this  year — particu- 
you  are  going  to  double  up  on 
ck  in  order  to  keep  it,  while 
ing  a  costly  wash  sale  in  the 
ss. 

;  second  device  for  reducing  your 
ning  tax  bill  concerns  stocks  on 
1  you  have  a  gain.  If  you  convert 
pper  profit  into  an  actual  one 
5  1979,  the  tax  on  it  is  due  Apr. 
?80.  However,  there  is  an  easy 
:o  take  the  gain,  but  postpone 
g  the  tax  until  Apr.  15,  1981. 

investors  have  been  using  this 

for  years. 

is  assume  you  have  a  20-point 
pn  100  shares  of  XYZ  Corp.  If 
eel  that  the  stock's  downside 
now  greater  than  its  upside 
tial,  and  you  want  to  preserve 
rin  you  already  have,  the  best 
to  do  is  to  short  the  stock 
st  the  box."  Shorting  a  stock — 
se  you've  not  done  it  before 
of  the  investors  in  my  sample 
have) — merely  means  borrow- 
ares  from  your  broker  and  sell- 
em,  in  the  hope  that  they  will 
se  in  price.  If  you  are  right,  you 
e  able  to  buy  the  shares  at  a 
price  at  a  later  date  and  give 
jiback  to  your  broker,  pocketing 
ijiference  as  profit, 
a  variety  of  good  reasons  many 
ors  don't  like  going  short.  It 
them    feel  uncomfortable. 
!>rer,  shorting  a  stock  you  already 

I.  another  matter  entirely. 
YZ  has  gone  from  20  to  40,  by 
jUg  it  at  40  you  "lock  in"  your 
Ijifou've  assured  yourself  of  the 
i*  profit,  no  matter  what  the 
It  subsequently  does.  If  you  leave 
positions  intact,  the  100-share 
Iftsitionand  the  100-share  short 
v  »>n  (that's  in  fact  how  they'll  ap- 
h  your  monthly  statement),  you 
.  lose  out  the  two  by  delivering 
hg  against  the  short  on  or  after 
jisday,  Jan.  2,  1980.  For  tax  pur- 
ine transaction  will  be  consid- 
j5>  have  occurred  in  1980.  Sure, 
toll  still  have  to  pay  the  tax  but 
jsjtil  April  of  1981;  in  effect,  you 
iie  government's  money  to  play 
Jfr  15  months, 
i^ou  can't  turn  a  short-term  gain 
j  long-term  gain  this  way.  The 
iu  short  the  stock  your  holding 
U  ends,  even  though  the  tax  con- 
Jices  are  postponed. 
3  taxes  are  unpleasant  and  short- 
Uis  a  bit  gamey  to  many  people. 
Mn't  let  that  prevent  you  from 

I  steps  now  that  can  save  you  a 
jial  of  money  next  Apr.  15.  ■ 

I I  OCTOBER  29,  1979 
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Value  Line 
for  $33 

This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to 
Value  Line  in  the  past  two  years.  We  make  this 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our 
subscription  fees  to  long-term  subscribers  lower 
than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the  2400-page  Investors 
Reference  Service  (illustrated  above)  at  no  extra  cost.  You'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  10 weeks  on  the  more  than  1700 
stocks  and  92  industries  regularly  monitored  by  The  Value  Line  Investment 
Survey.  Filing  takes  less  than  a  minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at  \ 
your  fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Lin 
projected  performance  ratings  on  more  than  1700  widely  held  stocks  in  92  in- 
dustries. 

In  the  Selection  &  Opinion  section,  which  accompanies  your  weekly 
reports,  you'll  also  get  analyses  and  forecasts  of  the  national  economy  and 
the  stock  market  .  .  .  guidance  on  current  investment  policy  explaining  Value 
Line's  bullish  long-term  position  on  the  securities  markets  .  .  .  plus  Value 
Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer— and  receive,  as  bonuses 
without  extra  charge,  the  2400-page  Investors  Reference  Service  and  the 
"Evaluating  Common  Stocks"  booklet,  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two  unequivocal  ratings,  one  for 
Timeliness  (Performance  in  next  12  months),  the  other  for  Safety. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  management  of 
your  investments. 

Fill  in  and  mail  the  coupon  below. 


The  Value  Line  Investment  Survey  \*$g£/ 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  \/ 

□  Begin  my  10-week  trial  to  The  Value 


Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $33 
is  enclosed  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-  i 
size  CREDIT  CARD/  IIU22»™j""  V 
SUPER  SLIM  LCD  CAL- 
CULATOR  (with  full 
memory)  given  to  you 
when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year— and  send 
payment  now. 

□  1  year  for  $315  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus  (There  are  no 
restrictions  with  this  annual  subscription  ) 

□  Enter  my  subscription  now.  Bill  me  for 
$315  (Does  not  include  the  calculator  ) 


SIGNATURE 


a  a  a  a 

B  a  a  o  a  a 

>•■»  o  a  a  a  a  a 

■  a  ei  a  a  a 


NAME  (please  print) 


ADDRESS 


APT  NO 


CITY 


STATE 


ZIP 


GUARANTEE  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  residents 
add  sales  tax  )  316F29 
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Lee  Hatty,  Maitre  d 
Windows  on  the  World 


How  to 


the  establishment 


"We  may  be  107  stories  high,  but  we're 
really  down-to-earth.  You  see,  at  Windows  on 
the  World,  the  whole  world  is  at  home.  What 
impresses  us?  People  who  know  how  to 
enjoy  themselves.  Whether  they're  having  a 
half  dozen  impeccable  clams  on  the  half 
shell  with  a  lusty  Italian  white.  Or  rack  of 
young  lamb  with  a  pedigreed  French  red. 

"And  time  after  time,  it's  the  Diners  Club 
member  who's  enjoying  these  delights.  And 
that's  how  I  know  one  when  I  see  one." 

Diners  Club  members  get  more  out  of 
life.  So  it's  only  right  they  get  more  out  of 


the  card  they  carry.  Diners  does  more 
things,  in  more  places,  than  any  other  travel 
and  entertainment  card. 

The  Doublecard. Takes  the  advantages  of 
a  credit  card.  And  doubles  them.  Diners 
membership  entitles  you  to  two  cards. To 
separate  business  and  personal  charges, 
you  can  put  your  name  and  title  on  one,  and 
just  your  name  on  the  other.  Or  you  can  give 
the  second  card  to  a  member  of  your  family. 

The  card  you  can  cash  in  on.  Diners  Club 
membership  offers  you  the  Diners  Cash 
AdvantageSM  — a  separate  reserve  of 


cash  of  up  to  $15,000  from  the  Ch 
Manhattan  Bank,  N.A. 

And  these  are  just  some  of  the  thi 
Diners  Club  is  constantly  doing  to  h 
Club  serve  its  members. 

If  you  aren't  a  member,  why  not  d 
toll-free  number  for  an  application? 
you'd  fit  right  in.  After  all,  we  know  a 

We  See  One.  tOO.      Minimum  S2000  Sub|ec1tole| 


THE  DINERS  CLUB  MEMBER.  YOU  KNOW  ONE  WHEN  YOU  SEE  ONE 

If  you  want  to  be  one,  call  1-800-525-7000 

I  In  Colorado  call  collect  303-770-7252) 


1* 


Of 
//V7 


Forbes /Index 


companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Publications   110 

 145 

1  Chicle   96 

3*.  Pacific  Tea  98 

kyo   146 

res  Inc   128 

)il   152 

 57 

ioto   ,  158 

r„   10 

Mexico)   47 

'  First  Bank   146 

Red  Lake   15 

Southwest   77 

Fund   77 

 16,  117 

 58 

 :  8 

Clearing  House   125 

arises   113 

terns   166 

Mortgage  Investors   129 

es   15 

 31 

 95 

 10 

 36 


McKesson 


Gannett   115 

GE   93 

Getty  Oil  132 

Gifford-Hill  &  Co   145 

Golden  State  Sanwa  Bank   150 

Green  Cross  (Japan)   156 

Grupo  FIC  (Mexico)   47 

Grupo  Industrial  Alfa,  S.A.  (Mexico)   45 

Household  Finance   57 

Walter  Kidde  &  Co   153 

Knight-Ridder   115 

Kodak   158 

Korf  Inds   117 

LTV  117 

Lincoln  Natl  Bank   70 

Louisville  &  Nashville   14 

Lucitron   153 

MEI  Corp   129 

Manufacturers  Hanover   70 

Metro  Self-Storage   134 

Mitsui  48 

Mobil   31,  152 

Money  Center  69 

Monterrey  Group  44 

Mostek   8 

NVF   35 

Norelco   93 


North  American  Systems   93 

Pay-O-Matic   69 

Pemex   44 

Phoenix  Steel   117 

Pilgrim  Realty   134 

T.  Rowe  Price  Funds  77 

Proctor-Silex   93 

Public  Storage   134 

Rival  Mfg   94 

Safeway   100 

Shell  Oil   31,  152 

Smith  Barney,  Harris  Upham  &  Co   145 

SoCal   31 

Squibb   96 

Standard  Oil  (Indiana)   15 

Stokeley-Van  Camp   95 

Sunbeam   95 

Tengelmann  Group   98 

Texaco    16,  31,  152 

Times  Books   16 

Times  Mirror   115,  125 

Topps  Chewing  Gum   96 

UVInds   35 

VISA  Group  (Mexico)   46 

Wheeling-Pittsburgh  Steel   1 17 

Wisconsin  Steel   117 

Wrigley  96 


Do  you  know  anybody 
who  is  somebody 

in  business 
who  does  not  read 
Forbes  Magazine? 


lynotj 

catiofl 


r 


sVjl 


Forbes: 

Capitalist  Tool 


m 


3ER29,  1979 


175 


There  are  two  times  in  a 
man's  life  when  he  should  not 
speculate:  when  he  can't 
afford  it  and  when  he  can. 
Mark  Twain 


There  is  a  tide  in  the  affairs 
ot  men,  which  taken  at  the 
flood  leads  on  to  fortune. 
William  Shakespeare 


The  way  to  accumulate  money 
is  to  keep  too  busy  to  spend  it. 
Arnold  Glasow 


Don't  gamble!  Take  all  your 
savings  and  buy  some  good 
stock  and  hold  it  'til  it 
goes  up,  then  sell  it.  If 
it  don't  go  up,  don't  buy  it. 
Will  Rogers 


A  Text . . . 

O  Lord,  I  beseech  thee, 
send  now  prosperity. 
Psalm  118:25 


Sent  in  by  Jacqueline  M.  Koury,  Arcadia, 
Calif.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


One  of  the  funny  things  about 
the  stock  market  is  that  every 
time  one  man  buys,  another  sells, 
and  both  think  they  are  astute. 
William  Feather 


All  trading  contains  in  it 
some  elements  of  chance — faulty 
judgment  of  persons  holding 
positions  of  trust,  of 
circumstances  which  may  arise, 
and  of  actual  values.  Elements 
of  chance  do  not,  therefore, 
necessarily  indicate  gambling. 
James  Cannon  Jr. 


The  safest  way  to  double 
your  money  is  to  fold  it  over 
once  and  put  it  in  your  pocket. 
Kin  Hurrard 


Thoughts 

on  the  Business  of  Life 


Wall  Street  is 
becoming  Wail  Street. 

Consolidate  your  profits — 
if  you  hare  any  left 

Nov.  1,  1929 

If  you  got  caught  in  tlye 
stock  crash,  don't  blame  us! 

Buy  good  stocks,  if  you 
didn't  hare  sense  enough 
to  load  up  at  the  height 
of  the  panic.  Then  forget 
them  and  attend  to  business. 

Nov.  15,  1929 

B.C.  Forres 

Two  Line  Editorials 


We  are  all  dependent  upon 
the  investment  of  capital. 
William  H.  Taft 


Corporation:  An  ingenious 
device  for  obtaming 
individual  profit  without 
individual  responsibility. 
Amrrose  Bierce 


Financiers  live  in  a  world 
of  illusion.  They  count  on 
something  which  they  call 
the  capital  of  the  country, 
which  has  no  existence. 
George  Bernard  Shaw 


With  an  evening  coat  and  a  white 
tie,  even  a  stockbroker  can  gain 
a  reputation  for  being  civilized. 
Oscar  Wilde 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subiect.  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Business  will  be  better  or  wors 
Calvin  Cooi.idge 


Economic  growth  is  not  only 
unnecessary,  but  ruinous. 
Aleksandr  Solzhe.nitsyn 


We  talk  about  the  American 
Dream,  and  want  to  tell  the 
world  about  the  American  Dr 
but  what  is  that  Dream,  in  mi 
cases,  but  the  dream  of  materi 
things?  I  sometimes  think 
that  the  U.S.  for  this  reason 
is  the  greatest  failure 
the  world  has  ever  seen. 
Eugene  O'Neill 


I  think  that  there  is  nothing 
not  even  crime,  more  oppose 
to  poetry,  to  philosophy, 
ay,  to  life  itself  than 
this  incessant  business. 
Henry  David  Thoreal 


We  must  stop  talking 
about  the  American  dream 
and  start  listening  to 
the  dreams  of  Americans. 
Reurin  Askew 


We  all  covet  wealth, 
but  not  its  perils. 
Jean  de  la  Brlyere 


The  marvel  of  banks  in  relat 
to  money — the  wonder  of  cr 
deposits  or  issuing  notes — is 
suspended  on  one  silken  thr 
The  requirement  is  that 
depositors  or  noteholders  ca 
in  decently  small  numbers  f 
the  hard  currency  that  the  b 
is  under  its  obligation  to  pa 
If  all  come  at  once,  the  bani 
cannot  pay.  When  the  thou§ 
spreads  that  the  bank  cannc 
pay,  then,  often  in  much  ha 
all  come.  When  that  occurs, 
the  deposits  or  notes  servinj 
previously  as  money  cease 
to  be  available. 
John  Kenneth  Galrraith 


Where  profit  is,  loss 
is  hidden  nearby. 
Japanese  Proverh 
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HAVE  ONE  BUILT  FOR  YOU. 


His  banker  must  be  the  sair 


Vinicius  Ferraz  Machado,  Financial  Director  of  CAEMI  International  S.A. 


In  Brazil,  CAEMI  stands  for  Com- 
panhia  Auxiliar  de  Empresas  de 
Mineracao.  In  the  rest  of  the  world,  it 
stands  for  a  worldwide  organization 
with  financial  interests  in  five  major 
areas—  mining  and  exploration,  raw 
materials  for  the  steel  industry,  char- 
tering, general  commodities,  and 
food  products. 

In  a  company  that  is  diverse  and 
far-flung,  Finance  Director  Vinicius 
Ferraz  Machado  must  try  to  be  every- 
where at  once  attending  the  money 
needs  of  many  subsidiaries  in  many 
currencies.  Fortunately,  he  can  turn 
for  help  to  a  man  who  can  put  him  in 


Robert  M.  Londono,  Vice  President,  Chemical! 
Photographed  at  the  shipping  terminal  of  CAEMI's  sub 
Mineracbes  Brasileiras  ReunidJ 


touch  with  the  world.  His  Chemical 
banker,  Bob  Londono. 

Londono  operates  out  of  Chemi- 
cal Bank  in  New  York,  but  with  Chem- 
ical's physical  presence  around  the 
globe,  he  can  help  Machado  every- 
where CAEMI  does  business.  In 
Brazil,  Chemical  Bank  services 
CAEMI  through  its  representative  of- 
fices in  Rio  and  Sao  Paulo.  In  Europe, 
Chemical  finances  CAEMI's  opera- 
tions out  of  full-service  branches  in 
London  and  Brussels.  And  in  New 
York,  it  assists  with  CAEMI's  increas- 
ingly numerous  joint  ventures,  with 
major  U.S.  companies. 


Considering  its  worldwide  s! 
and  international  activities,  CAE 
a  company  that  requires  conside 
short-  and  medium-term  financi 
addition  to  that  financing,  Mach 
will  tell  you  that  Londono  gives  h 
something  else  that's  equally  im 
'  tant.  And  that's  a  professional  ai 
personal  relationship  rare  enoug 
any  line  of  business. 

That's  what  usually  happen 
when  corporate  officers  get  toge 
with  Chemical  bankers.  And  wh; 
suits  is  bottom  line  benefits  for  I 
the  company  and  the  bank. 


ChemicalBah 


Main  Office:  20  Pine  Street,  New  York,  N  Y  10005  Our  Worldwide  Network  Abidjan,  Bahrain,  Bangkok,  Beirut,  Birmingham.  Bogota,  Brussels.  Buenos  Airesi| 
Cairo.  Caracas,  Channel  Islands,  Chicago.  Dubai,  Edinburgh.  Frankfurt,  Hong  Kong,  Houston  (affiliate).  Jakarta,  London,  Madrid.  Manila,  Mexico  City,  Milan. 
Montreal,  Nassau,  Paris.  Rio  de  Janeiro,  Rome,  San  Francisco.  Sao  Paulo,  Seoul.  Singapore.  Sydney.  Taipei.  Tehran.  Tokyo,  Toronto,  Vancouver.  Vienna,  Zunal 
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DUSTRIES 


WHOLE 
NEW 
FUTURE 


'At  National  Distillers,  ChemLink  helps  us 
marshal  our  money  faster  and  control  it  better. 
Thanks  to  Chemical  Bank,  and  Chemical 
bankers  like  Peter  and  Jane." 


F.  Donald  Brigham,  Treasurer,  National  Distillers  and  Chemical  Corporation. 

Photographed  at  the  Houston  plant  of  U.S.I.  Chemicals—  a  division  of  National  Distillers  and  Chemical  Corporation. 


"Tight  control  of  company  cash  has 
long  been  one  of  the  top  priorities  of 
financial  officers  everywhere,"  says  F. 
Donald  Brigham,  Treasurer  of  National 
Distillers,  the  diversified  chemical, 
liquor,  wine,  metals  and  textile  com- 
pany. "ChemLink,  Chemical  Bank's 
computerized  financial  management 
system,  has  made  it  easier  for  us  to 
manage  the  movement  of  our  money 
by  giving  us  more  timely  information 
about  the  cash  in  our  banks.  And  by 
facilitating  short-term  investing,  it  has 
helped  produce  savings  that  show  up 
in  hard  dollars  on  the  bottom  line. 

"We  have  48  disbursement  ac- 
counts across  the  country.  To  fund  our 
local  bank  accounts  we  used  to  tele- 
phone our  disbursement  banks  and 
give  verbal  instructions—  a  slow,  error- 


prone  process  that  generated  a  lot 
of  paperwork.  Now,  we  just  type  our 
instructions  on  a  terminal  and  get 
automatic  execution  via  ChemLink. 
We  also  get  virtually  instantaneous 
hard  copy  confirmation. 

"Now,  look  at  another  situation 
that's  just  as  illustrative.  We  have  32 
lock  boxes  in  18  cities.  Through 
ChemLink,  all  those  deposits  are  now 
concentrated  into  Chemical  Bank  via 
depository  transfer  checks.  Thus, 
ChemLink  makes  it  possible  for  us  to 
know  today  what  money  will  be  avail- 
able for  investment  tomorrow.  Again, 
for  far  fewer  dollars  than  what  it  used 
to  cost  us  to  concentrate  money  by 
wire  transfer. 

"Chemical's  determination  to 
maintain  a  position  of  leadership  in 


cash  management  is  evidenced  by  the 
bank's  commitment  to  existing  ser- 
vices and  to  adding  more  advanced 
capabilities  to  the  ChemLink  system. 

"As  well  as  by  knowledgeable 
people  iike  Peter  Bartko,  our  account 
officer,  and  Jane  Arkedis,  our  cash 
management  specialist,  who've  made 
it  their  business  to  know  what  our 
needs  are.  And  their  advice  is  invalu- 
able."- 

At  Chemical  Bank,  experienced 
people  like  Peter  and  Jane  are  an  im- 
portant factor  in  building  a  relation- 
ship as  successful  as  this  one.  But  so 
are  the  knowledge  and  professionalism 
that  result  from  continuing  leadership 
in  worldwide  cash  management.  All  of 
which  you'll  discover  as  your  relation- 
ship with  Chemical  evolves. 


Ci-emicalBaisk 


Main  Office:  20  Pine  Street.  New  York.  New  York  10005  Our  Worldwide  Network  Abidian,  Bahrain,  Beirut.  Birmingham.  Bogota-,  Brussels.  Buenos  Aires.  Cairo. 
Caracas,  Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt.  Hong  Kong.  Houston  (affiliate),  Jakarta.  London.  Madrid.  Manila.  Mexico  City,  Milan, 
Monrovia,  Nassau.  Paris,  Riode  Janeiro.  Rome.  San  Francisco.  S3o  Paulo,  Seoul.  Singapore,  Sydney.  Taipei,  Tehran.  Tokyo,  Toronto.  Vancouver,  Vienna.  Zurich. 


tan 


\bu  have 
the  right  to  remain 

silent.  But... 


:ec>. 
mbii 
it  of  ra 
irket.  Ht 
w  they're 
dchard  L. . 
Donald  E.Me 
W.  Richard  Gc 
Samuel  B.  Cas» 
Reuben  Gutoff 


Under  the  Constitution,  we  are 
guaranteed  an  extraordinary  number  of 
rights  as  individuals.  Everything  from 
freedom  of  speech  to  the  right  to 
remain  silent. 

The  Constitution  also  guarantees 
us  a  government  elected  by  the  people 
to  protect  and  defend  our  individual 
rights. 

While  our  government  has  served 
us  remarkably  well  over  the  years,  it 
can  only  continue  to  do  so  when  we, 
the  people,  make  our  desires  known.  In 
our  last  presidential  election,  less  than 
60  percent  of  voting  age  Americans 
made  it  to  the  polls. 

Partly  through  our  silence  at  the 
polls,  we  have  allowed  our  government 
to  establish  an  unelected  and 
unchecked  myriad  of  regulatory  bodies 
and  regulations  which  now  seem  to  be 
threatening  many  of  the  basic  rights 
the  Constitution  guarantees. 

Unless  we  take  a  far  more  active 
and  learned  interest  in  our  government, 
and  speak  out  loudly  against  further 
erosion  of  our  basic  rights,  we  could 
find  ourselves  fighting  again  for  the  right 
to  remain  silent  and  all  the  rest  of  our 
hard-won  freedoms. 
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The  Warner  &  Swasey  Grinding  Machine  Divi- 
sion's recently  announced  CAM-MASTER™ 
is  a  totally  new  camshaft  grinder  with  highly 
advanced  technology  for  high  speed  camshaft 
manufacture.  Its  unique  features  provide  users 
the  precision  and  speed  required  to  produce 
fuel-efficient  engines  at  low  cost,  in  high 
volume. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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How  Johnson  Controls  gives  Father  Moel 


Father  George  Moeller,  Pastor 
St.  Elizabeth  Church 
Baltimore,  Maryland 


JQHNSON 
CONTRiLS 

The  total  control  company 


What  does  total  control  mean  to  you? 

St.  Elizabeth's  is  not  a  new  church.  The 
heating  plant  dates  back  to  1911  when  the 
church  was  built.  Air  conditioning  was 
added  in  the  early  60's.  But  there  are  no 
heating  or  cooling  problems.  The  system 
runs  like  a  top.  That's  total  control  to  me 


Do  they  do  anything  besides  maintenance? 

Yes.  They've  designed  and  installed  improvements 
that  make  control  of  our  system  easier  and  save 
energy.  About  a  year  ago  the  Johnson  Controls 
people  put  in  a  set  of  controls  that  measures 
outdoor  temperature  and  saves  fuel  by  lowering 
heating  water  temperature  by  as  much  as  120 
degrees  on  a  warm  winter  day.  Our  utility  bills  — 
including  fuel,  electricity  and  water— are  just 
49(  of  church  expenses 

What  does  Johnson  Controls  do 
to  achieve  total  control? 

Basically,  they  come  in  on  a  regular  basis  to 
keep  our  rather  expensive  heating  and  cool- 
ing equipment  in  top  running  condition.  It's 
when  these  systems  get  out  of  trim  that  you 
lose  control  and  waste  energy,  risk  break- 
downs. Johnson  Controls  keeps  these  sys- 
tems running  smoothly. 


Do  you  only  use  Johnson  Controls 
equipment? 

No.  Johnson  Controls  designed  and  installed 
the  controls  for  our  air  conditioning,  but 
over  the  years  we  have  collected  a  hodge- 
podge of  equipment.  That's  another  reason 
why  we  like  the  Johnson  Controls  people. 
They  maintain  and  service  all  makes 
of  controls,  not  just  their  own 


Have  you  anything  to  add,  Father? 

Only  that  I'm  delighted  to  have  this  whole 
problem  solved  on  a  permanent  basis.  I  feel 
the  system  is  in  expert  hands.  Even  though 
this  is  not  a  large  church,  keeping  our  heat 
ing  and  air  conditioning  up  to  date  is  no 
minor  undertaking 


Your  single  source  for  design,  manufacture,  installation  and  service  of  automated  building  controls.  Proprietary  or  time-sl 
Energy  management,  heating,  air  conditioning,  fire  management,  security  and  communications.  ©  1979  Johnson  Control 


total  control  of  St.  Elizabeth's. 


FREE  IDEABQQK 

This  free  brochure  gives  you  full  information  on 
saving  energy  and  money  with  Johnson  Controls 
Building  Automation  Systems.  Send  for  your  free 
Ideabook  today: 

Mr.  Ron  Caffrey,  Vice  President,  Marketing, 
Systems  &  Service  Div.,  Johnson  Controls,  Inc., 
Ref.  G-15A,  Box  423,  Milwaukee,  Wise.  53201 
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Side  Lines 


Coming  up  with 
The  Up- And- Comers 


Senior  Editor  Geoff  Smith 
"I  can  almost  hear  some  of  our  readers  chiding  us. 


Earlier  in  the  year  we  introduced  a  new 
feature,  The  Up-And-Comers.  Senior 
Editor  Geoff  Smith,  who  has  directed  the 
effort  and  written  most  of  the  stories 
that  have  appeared  since  then,  describes 
what  it  has  been  like: 

"They're  great  fun  to  do.  One  of  the 
most  enjoyable  aspects,  I  suppose,  is  that 
they  are  of  necessity  human  stories.  In 
most  cases  the  chief  executive  is  the 
founder.  Understanding  what  he  is  like 
personally  is  crucial  to  understanding 
why  the  company  evolved  as  it  did  and 
how  it  may  be  expected  to  behave  in  the 
future. 

"More  often  than  not,  one  is  flying 
blind.  For  smaller,  newer  companies,  un- 
like the  big  ones,  the  Forbf:s  library  can- 
not be  expected  to  have  its  usual  stock  of 
annual  reports,  SEC  documents,  press 
cuttings  and  speeches.  So  in  most  cases 
one  must  make  story  selections  solely  on 
the  basis  of  stock  reports  and  computer 
printouts  showing  five-year  average  prof- 
itability, earnings  growth,  debt  level, 
price/earnings  multiple  and,  of  course, 
line  of  business. 

"Generally,  we  avoid  companies  in  in- 
dustries one  would  expect  to  be  very 
successful  at  the  moment:  oil  service 
companies,  for  example,  or  companies 
that  appear  highly  or  excessively  lever- 
aged; or  companies  much  above  $100 
million  in  sales — since  such  threshold 
companies  often  are  in  a  less  dynamic 
phase  of  development.  And  we've  tried 
to  look  at  as  broad  an  array  of  industries 
as  possible  so  as  to  get  a  three-dimen- 
sional view  on  what  makes  a  genuine 
Up-And-Comer  tick. 

"I  can  almost  hear  some  of  our  readers 
chiding  us  because  quite  a  number  of  the 


articles  that  have  appeared  thus  far  i 
The  Up-And-Comers  are  about  compi 
nies  that  don't  meet  our  own  rather  arbi 
trary  criteria  used  in  the  table  on  pas 
203  of  this  issue.  There  are  a  number  i 
reasons  for  this.  First,  on  the  theory  tha| 
one  learns  from  mistakes  rather  moil 
readily  than  from  successes,  we  havf 
written  about  some  companies  tha 
achieved  that  high  level  of  performanc 
but  weren't  able  to  maintain  it,  such  a 
Rival  Manufacturing  (June  11),  Conai 
(Sept.  3)  and  Thetford  (Oct.  1).  Second 
we've  written  about  privately  held  Uj 
And-Comers,  who  after  all  might  nc 
always  remain  private,  like  Lou-Afl 
Foods  (July  23),  North  American  Sys 
terns,  of  "Mr.  Coffee"  fame  (Oct.  29),  an) 
Fleer  (also  Oct.  29).  While  we  admit  tha 
the  debt  level  of  growth  companies  lik 
U.S.  Surgical  (May  28),  Kinder-Car 
Learning  Centers  (June  25)  and  QualiC 
Care,  in  this  issue,  seems  a  bit  too  higj 
for  The  Up-And-Comers,  we've  taken 
look  at  them  anyway  because  in  ou 
opinion  they're  worth  keeping  an  ey 
on — and  might  soon  work  off  that  deb' 
Finally,  and  quite  predictably,  there  hav 
been  Up-And-Comers  who  have  grow 
out  of  range  in  terms  of  sales  volume  jus 
in  the  time  since  we  spoke  with  then 
like  Pall  Corp. (Apr.  16). 

"After  some  20  stories  of  this  type 
you  have  to  conclude  that  there  continu 
to  be  superb  money-making  opportun: 
ties  out  there  for  entrepreneurs  of  a] 
types,  despite  all  the  gloom  about  th 
flagging  business  vigor  in  the  U.S.  Often 
those  opportunities  are  sitting  right  un 
der  the  noses  of  supposedly  invincibll 
corporate  giants." 


s 
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When  you  buy  your  new  GM  car  or  truck,  remembe 

GM  puts  its  name  01 
the  best  repair  plai 

you  can  bir 

Why  put  your 
on  anythin< 
less? 

GM  puts  its  name  on  fine  quality  products.  So  naturally  the 
Continuous  Protection  Plan  offers  you  comprehen 
protection  against  unexpected  major  repair  bills.  But  I 
carefully  for  our  name.  There  are  other  repair  pi 
available  which  may  not  offer  the  same  protection 
3  years  or  36,000  miles  -  whichever  comes  first, 
GM  Plan  pays  major  repair  bills  for  78  compon 
of  nine  major  assemblies.  And  that's  not  all.  There 
other  important  features.  For  example,  only  GM  provides  a 
rental  allowance  if  your  car  requires  overnight  repair  for  any  rec 
covered  under  the  GM  new  vehicle  limited  warranty  —  and  after  the  warr< 


for  failure  of  any  components  covered  by  the  Plan.  Compare  any  other  pi 
features  to  those  of  the  GM  Continuous  Protection  Plan,  using  the  checklist  below.  We  c 
think  you'll  find  another  plan  that  even  comes  close.  Don't  S©ttS©  for  lOSS 


COMPARE  THE  GM  CONTINUOUS  PROTECTION  PLAN  WITH  ANY  OTHER  REPAIR  PLAN 


Use  this  chart  to  check  the  coverage  of  any  other  repair  plan 
you  may  Pe  considering 


GM  Continuous  Protection  Plan 
Coverage 


Other  Plans  Coverage 
(Enter  YES  or  NO) 


Covers  up  to  78  components 

Maior  assemPlies  covered 
Engine 
Transmission 
Front  Wheel  Drive 
Rear  Wheel  Drive 
Steering 

Front  Suspension 
Brakes 

Electrical  System 
Air  Conditioner 

Additional  Coverage 

Honored  at  over  15.000  dealers  in  the  U.S.A.  and  Canada 
Rental  car  allowance  for  any  warranty 

condition  requiring  overnight  repair 
S25  towing  allowance  for  any  reason  during  warranty 
60- Day  money-Pack  trial  offer 


YES 

YES 
YES 
YES 
YES 
YES 
YES 
YES 
YES 
YES 

YES 

YES 
YES 
YES 


YbuYe  probably  going 
»  pay  too  much  in 
tersonal  income  taxes 
his  year. 


You  are,  if  you're  the  kind  of  totally  involved  executive  we 
hink  you  are. 

With  everything  else  on  your  mind,  you  could  easily  forget 
hat  certain  key  provisions  in  the  Revenue  Act  of  1978— 
earing  on  your  taxes— go  into  effect  this  year 

And  chances  are,  you  haven't  had  time  to  sit  down  and 

0  all  the  financial  planning  you  should  do. 

Such  as  changing  your  investment  strategy— because  of 
hanges  in  the  treatment  of  capital  gains. 

Or  taking  another  look  at  your  tax  shelters— and  your 
tock  options— because  the  Revenue  Act  has  changed  the 
ules  here  too. 

At  Deloitte  Haskins  &  Sells,  we  think  our  perspective  on 
ersonal  income  tax  and  estate  planning  is  special. 

When  we  say  we  don't  stop  at  the  bottom  line  in  serving 
ur  clients,  we  include  thousands  of  businessmen  and  pro- 
Dssionals  among  them. 

They're  individuals  who  look  to  us  for  sophisticated 
anning  for  the  years  to  come— just  as  much  as  for  our  help 
filing  this  year's  return. 

1  Of  course,  not  everybody  requires  our  kind  of  help.  But  if 
Du're  someone  who  needs  knowledgeable,  imaginative 

tax  counseling,  perhaps  we  should  talk. 
Before  the  year  is  up. 

For  our  1979  tax  planning 
booklet,  call  our  nearest  office. 


Or  write:  1114  Avenue  of 
the  Americas,  New 
York,  N.Y.  10036. 


Deloitte 
Haskins  Sells 


Beyond  the  bottom  line 


Trends 


Edited  By  John  A.  Conway 


Con  Ed's  second  front 

While  New  York's  Consolidated  Edison 
Co.  is  busy  fighting  an  assault  from  the 
north,  where  Westchester  County  voters 
are  getting  ready  to  decide  on  the  first 
steps  toward  acquiring  the  big  utility's 
electrical  business  in  that  area,  another 
attack  is  shaping  up  to  the  south,  in  New 
York  City  itself.  The  New  York  City 
Council  last  year  created  a  body  called 
the  Public  Utilities  Review  Board  to 
study  the  perennial  question  of  why  Con 
Ed's  rates  are  the  highest  in  the  U.S.  The 
board  has  now  retained  a  New  York  con- 
sulting firm,  Theodore  Barry  &  Asso- 
:iates,  to  supply  data  on  which  a  take- 
aver  recommendation  might  be  evaluat- 
ed. Barry's  first  report  is  due  early  next 
year.  Will  it  recommend  reducing  sky- 
high  local  taxes  as  a  means  of  lowering 
rates?  Don't  count  on  it. 


Back  to  basics 

\fter  spending  six  years  and  almost  $3 
million  (plus  matching  millions  from  the 
West  German  government)  studying  an 
experimental  house  built  at  Aachen,  Ger- 
many, researchers  of  Philips  Lamp,  the 
Dutch  electronics  giant,  have  concluded 
that  the  best  way  to  save  energy  in  a 
lome  is  not  with  exotic  improvements 
[ike  solar  panels  and  heat  pumps  but 
with  old-fashioned  insulation.  Only  with 
proper  insulation — the  Aachen  house 
features  things  like  extra-thick  walls  and 
double-glazed  windows — the  Philips  en- 
gineers decided,  is  it  worthwhile  to  bring 
n  the  solar  collectors  and  other  para- 
Dhernalia.  Philips,  incidentally,  manufac- 
tures solar  collectors  but  does  not  make 
either  heat  pumps  or  insulation. 


Sharing  the  pain 

Is  the  honeymoon  over  for  the  Sunbelt? 
Dne  group  of  economists  told  the  Con- 
ference Board  this  summer  that  the  re- 
eession  would  skip  the  South  and  West 
Forbes,  Aug.  20).  Now  others  have  told 
Congress  they  disagree  and  say  the  reces- 
sion (whether  it  is  coming  or  already 
lere)  will  hit  the  South  and  Southwest  as 
lard  as  it  does  the  Northeast  and  Mid- 
west. "This  time  around  I  don't  think 
the  South  will  be  so  fortunate,"  says  Ber- 
lard  L.  Weinstein,  a  Washington  econo- 
mist who  runs  a  community-develop- 
ment center  at  the  University  of  Texas, 
rhe  South  has  more  industry  than  it  did 
during  the  1974-75  recession,  he  points 
3Ut,  and  thus  is  more  vulnerable  to  a 
slowdown.  Branch  plants  in  the  South 
may  be  the  first  to  close,  he  adds,  noting 
that  the  growth  of  bank  loans  in  the 
\tlanta  area  dropped  50%  during  the 


first  half  of  1979  and  that  industrial  pro- 
duction in  Texas  has  lagged  far  behind 
the  rest  of  the  country  for  a  year.  A 
Syracuse  University  economist,  Roy  W. 
Bahl,  expects  per  capita  revenue  growth 
in  Texas  and  California  to  run  a  third 
lower  between  now  and  1982  than  it  did 
between  1973  and  1977.  Chase  Econo- 
metrics' John  C.  Zamzow  sums  it  up  by 
saying  that  the  various  regions  will  per- 
form "much  more  uniformly"  than  in 
1974-75,  when  unemployment  struck 
hardest  in  the  older  industrial  states. 


Candy  with  a  past 

The  chocolate-covered  Mason  Mint  will 
return  after  a  seven-year  absence,  the 
first  in  a  new  series  of  "adult"  candies 
that  Tootsie  Roll  Industries  plans  to  in- 
troduce. Tootsie  Roll  bought  the  old  Ma- 
son brand  in  1972  but  shelved  it  because 
of  what  it  considered  exorbitant  world 
prices  of  cocoa.  Now  that  cocoa  bean  and 
consequently  chocolate  prices  have  re- 
turned to  more  manageable  levels,  the 
Chicago  candymaker  plans  a  whole  line 
of  "enrobed"  (tradese  for  chocolate-cov- 
ered) products. 


Nothing  sacred 


Converted  chapel  in  Yorkshire 


A  worldly  use.  for  hallowed  ground. 

Corporate  house  hunters  in  Britain  have 
found  a  new  wrinkle,  buying  unused 
churches  for  headquarters.  A  design  firm, 
for  example,  found  a  home  in  a  Yorkshire 
chapel  and  figures  it  saved  more  than 
half  the  cost  of  a  new  building.  The  trend 
is  a  long-term  result  of  the  frenzy  of 
church-building  during  the  19th  century 
and  the  cooling  of  religious  fervor  in 
recent  years.  The  Archbishop  of  Canter- 
bury himself,  primate  of  the  Church  of 
England,  admits  that  only  4%  of  Brit- 


ain's population  show  up  for  Easter  se! 
vices,  and  in  the  last  20  years,  1,00 
Anglican  churches  have  been  declare 
surplus.  The  process  is  lengthy;  1 1  sep« 
rate  steps  are  required  to  have  a  churc 
declared  redundant;  and  still  more  to  a< 
quire  it.  But  the  buyers  are  there,  rangin 
from  the  designer  with  the  Yorkshii 
chapel  to  a  clutch  of  boutique  operatoi 
who  are  setting  up  shop  in  the  nov 
redundant  St.  Mark's  in  London's  higl: 
rent  Mayfair  district  just  off  Grosvenc 
Square,  the  address  of  the  U.S.  Embassy 


Backyard  energy 

Texas,  the  natural  gas  capital  of  the  U.S 
is  branching  out  in  the  hunt  for  ne' 
energy  sources.  Houston's  Mitchell  Ene 
gy  &  Development  Corp.  has  teame 
with  Ohio's  Columbia  Gas  System  Se 
vice  Corp.  to  explore  fields  in  the  Appal, 
chian  Basin  of  West  Virginia,  Kentuck; 
Ohio,  Pennsylvania  and  New  York.  Sui 
cess  could  add  40  tr i  llion  cubic  feet  of  g£ 
to  U.S.  proven  reserves  of  200  trillioi 
(The  country  uses  about  20  trillion  cub:i 
feet  of  gas  a  year.)  The  $8.5  million  prcj 
ect  (half  the  funds  from  the  Departmei 
of  Energy)  will  attack  Devonian  sha 
formations,  where  gas  is  locked  in  rod 
so  dense  that  it  flows  very  slowly.  Mitel 
ell  and  Columbia  are  working  on  ways  I 
find  natural  fractures,  where  gas  flov| 
more  easily;  Columbia  is  testing  ways  1 
create  man-made  fractures.  If  all  go« 
well,  Columbia  will  be  able  to  begin  u 
ing  gas  from  its  first  wells  next  summe 
The  fuel  produced,  according  to  Georj 
Mitchell,  chairman  of  the  Houston  firn 
should  sell  for  $3.50  to  $4  per  1,000  cub 
feet,  well  in  line  with  the  $3.62  the  U. 
will  pay  for  Mexican  gas — and  the  g; 
will  be  pumped  smack  in  the  middle 
the  Northeast's  industrial  heartland. 


The  CPAs'  revolt 

The  revolt  of  the  accountants  again 
their  all-powerful  managing  partner 
manifested  in  the  stunning  rejection  • 
Peat,.  Marwick,  Mitchell  Chairman  Wa 
ter  E.  Hanson's  handpicked  successi 
and  the  sudden  resignation  of  Arthur  A; 
dersen's  top  man,  isn't  over.  Price  Wate 
house  partners  are  talking  seriously 
taking  steps  to  curb  the  powers  of  the 
chairman  and  partner,  Joseph  E.  Conm 
Jr.,  whom  they  elected  to  run  the  fir 
last  year.  The  profession  was  rocke 
when  an  insurgent  move  put  Peat,  Ma 
wick  partner  Thomas  L.  Holton  in  tl 
top  spot  instead  of  the  candidate  ej 
dorsed  by  Chairman  Hanson  and  ti 
firm's  board;  it  got  another  jolt  whe 
Arthur  Andersen  Chairman  Harvey 
Kapnick  Jr.  quit  that  post  over  poli« 


to 
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It's  going  to  take  a  mutual  effort  to 
cut  down  the  noise.  A  Liberty  Mutual  effort. 

All  across  this  country,  American  industry 
is  taking  steps  to  cut  down  industrial  noise  hazards 

Liberty  Mutual  is  part  of  that  effort. 

Noise  control  techniques  proposed  by 
Liberty's  specialists  are  helping  lower  sound 
levels  before  serious  worker  hearing  loss  can  occur. 

We  put  a  lot  of  effort  into  reducing  hazards. 
Mutual  effort  made  possible  by  the  17,000 

Liberty  Mutual  Insurance  Company,  Liberty  Mutual  Fire  Insurance  Company,  Liberty  Lite  Assurance  Company  of  Boston.  Home  Office:  Boston.  ©  1979. 


employeesand  more  than  one  million  policy- 
holders who  together  make  up  Liberty  Mutual. 

Feeling  safe. 

Feeling  secure. 

It's  a  mutual  feeling. 

LIBERTY 
MUTUAL 


It's  one  of  Dana's  principles  of  productivity. 

Once  a  year,  all  of  Dana's  division  managers  present  their  plans  to  an 
audience  of  their  peers.  Then  they  have  to  defend  them.  It's  affectionately  known 
as  "Hell  Week."  But  once  through  the  ordeal,  our  managers  have  earned  the  right 
to  run  their  own  operations  for  another  year 

Managers  everywhere  have  the  pressure  of  responsibility.  At  Dana,  they 
get  the  authority  and  support  that  ought  to  go  with  it.  It's  part  of  what  we  call 
humanistic  management,  giving  people  the  freedom  to  work  well,  to  grow  and  to 
share  the  rewards. 

You  can  see  the  results  in  our  productivity.  It's  doubled  in  the  last  7  years. 

Productivity  alone  doesn't  produce  profits.  But  we're  balancing  our  output 
of  parts  for  the  vehicular,  service  and  industrial  equipment  markets  we 
manufacture  for.  So,  as  well  as  increasing  productivity,  we've  improved  our 
earnings  year  after  year. 

And  that's  not  bad  for  a  bunch  of  people  who've  been  through  hell. 

Dana  Corporation,  Toledo,  Ohio  43697. 


Trends 


differences.  What  seems  to  be  happening 
is  that  the  CPAs,  who  traditionally  dele- 
gate to  their  elected  managers  the  life- 
and-death  powers  of  Attila  the  Hun,  are 
now  opting  for  a  touch  of  velvet  to  go 
with  the  iron  hand. 


Paychecks  and  politics 

Wages,  and  not  the  surging  prices  every- 
one rails  against,  will  be  the  big  infla- 
tion generator  in  1980,  says  R.  Robert 


Russell,  the  former  California  econom- 
ics professor  who  runs  President  Car- 
ter's Council  on  Wage  &  Price  Stability. 
He  figures  that  nonunion  workers  (the 
bulk  of  the  labor  force)  will  be  fighting 
to  catch  up  with  their  organized  breth- 
ren whose  cost-of-living  contracts  afford 
a  measure  -of  protection,  while  the 
unions  will  be  battling  to  regain  their 
lost  purchasing  power.  Recognition  of 
those  catch-up  drives  explains  the  Ad- 
ministration's allout  efforts  to  involve 
the  AFL-CIO  in  the  second  year  of  the 
White  House  inflation  program.  Russell 
sticks  to  the  official  denial  that  Big 
Labor  was  promised  there  would  be  no 


sanctions — such  as  cancellation  of  gc 
ernment  contracts — against  employ*; 
who  violate  the  voluntary  wage-pn 
guidelines  by  granting  big  pay  boos 
He  grants,  however,  that  there  is 
"understanding"  of  no  sanctions  as  lo 
as  the  President's  program  at  least  s 
pears  to  be  working.  Professor  Russc 
like  the  AFL-CIO,  knows  that  his  b< 
has  an  election  coming  up  next  year. 


The  invisible  publishers 

One  publishing  mystery  has  been  t 
way  booksellers'  sales  have  been  booi 
ing  at  a  rate  far  above  the  figures  for  bo 
manufacturers.  The  1977  Census  of  Bn 
ness  (the  latest  available)  shows  bo 
sales  in  five  years  up  40.1%  in  deflat 
dollars,  publishers'  revenues  up  less  th 
18%.  Where  were  all  those  books  comi 
from?  Writing  in  Publishers  Weekly ,  indi 
try  consultant  Paul  D.  Doebler  points  d 
that  some  were  coming  from  new  pi 
Ushers  (the  Census  showed  a  45%  : 
crease  in  publishing  establishmen 
from  1,205  in  1972  to  1,750  in  1977).  B 
that  doesn't  include  what  Doebler  cai 
the  "unseen"  areas  of  the  book  world 
professional  organizations,  societi 
unions,  churches,  corporations,  clu 
publishers  of  other  media,  etc.  The 
swell  the  number  of  publishers  from,  si 
the  1,400  listed  in  Literary  Market  Pla> 
one  of  the  industry's  bibles,  to  a  total 
about  10,500 — and  most  of  their  dol 
sales  are  not  included  in  the  Census  da 
So,  in  addition  to  keeping  a  wary  eye 
the  competitors  they  see  at  the  cockt 
parties,  bookmen  should  also  be  wor 
ing  about  this  additional  horde  of 
vals — many  of  whom  operate  in  a  sa 
brious  tax-free  environment. 


Scoring  with  the  "sting' 

Local  police  have  chalked  up  a  $226  rr 
lion  score  in  five  years  recovering  stol 
goods  through  federally  financed  fa 
fencing  operations,  nicknamed  "stinj. 
after  the  Robert  Redford-Paul  Newm 
movie  hit.  Using  funds  supplied  by  t 
Justice  Department's  Law  Enforceme 
Assistance  Administration,  cops  in 
cities  set  up  89  "stings"  and  more  \ 
under  way.  The  scam  was  to  have  l 
police  buy  loot  from  thieves  and,  or 
the  clientele  was  built  up,  to  stage  am 
parties.  The  ploy  produced  6,600  indi 
ments,  with  97%  of  those  arrested  lar 
ing  in  jail.  Cities  where  the  stunt  w 
tried,  the  LEAA  says,  show  a  drop 
property  crime,  and  nearly  one  of  eve 
five  persons  nabbed  was  a  fence.  In  ad 
tion,  according  to  LEAA  project  manaj 
James  Golden,  the  stings  often  turned 
leads  on  drug  dealing,  murder  and  otj 
serious  crimes.  What's  more,  that  $21 
million  in  recovered  loot  took  a  Just 
Department  outlay  of  just  $6  million. 
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JUST  BECAUSE 
IT  DOESN'T 
GLITTER 
DOESN'T  MEAN 
IT  ISN'T  GOLD 


Represents  1978  Sales  ol 
Major  Product  Lines  Including  Joint  Ventures 


Let  others  rush  tor  gold.  We're  rush- 
ing tor  paper.  We  invested  halt 
a  billion  dollars  in  our  paper- 
making  operations  in  1974-1978, 
and  boosted  total  capacity  24%. 

We've  also  boosted  protits. 
Since  1973,  our  average  annual 
paper  manufacturing  sales  have 
increased  84%,  and  average 
annual  operating  income  73%.  Is 
it  any  wonder  we  see  gold  when 
we  look  at  paper? 

We're  one  of  the  world's  major 
producers  of  paper.  And  we're 
using  56%  of  our  new,  five-year 
$2.3  billion  capital  program 
to  improve  our  performance  in 
these  areas. 

We  know  where  we're  growing. 

Leading  positions  in  growing 
markets  provide  profitable,  low 
risk  growth  opportunities,  and  we 
intend  to  make  the  most  of  them. 
We  know  where  we're  growing. 

Think  you  might  like  to  grow 
along?  Our  annual  report  might 
just  convince  you.  For  your 
copy  contact  Irv  Liftman,  Investor 
Relations  Manager,  Boise 
Cascade  Corporation,  One  Jeffer- 
son Square,  Boise,  Idaho  83728, 
(208)  384-6326. 


Boise  Cascade 
Corporation 


73    74    75    76    77    76  79 


73   74   75   76   77  7 


Annualized  Dividend  Rate 


Earnings  per  Share 


Anatomy  of  a  new  kind  of  wood  and  paper  company.  -Part  3 


Columbia,  California 
Carson  City,  Nevada 
Grassland,  Texas 
Tomahawk,  Wisconsin 
Plains,  Georgia 
Harmony,  Maine 

and  about  40,000  other  communities 
throughout  this  country  have 
no  surface  freight  service 
except  trucks. 

America  Great  Dane  Trailers 

mm  mm  SAVANNAH,  GEORGIA 


needs  trucks! 


American  Trucking  Industry 


Engineering  and  construction  -  Equipment  design  and  manufacture 


Sir  John  Buckley,  chairman,  reports: 


'Strength  across  the  world  enhanced 
by  the  merger  with  McKee' 


Highlights  of  the  year 

Turnover 

I  Profit  before  tax 

Net  assets  employed 

Orders  in  hand 
fat  30th  June 

Forward  load 
at  30th  June 


1979 

1978 

$  millions 

$  millions 

1,265 

801 

54.0 

52.6 

284 

211 

3,680 

2,703 

2,193 

1,635 

increase  of  just  over  20%  to  give  a  total  of  $0.14  per  share 
for  the  year. 

•  The  mainstream  activity  of  the  business,  engineering 
and  construction,  again  did  extremely  well . . .  making  in  all 
profits  of  $ 44.3  m. 

•  All  our  engineering  and  construction  companies  will  be 
known  throughout  the  world  as  Davy  McKee. 


•  Manufacturing 
competitive  times. 


companies    facing     hard,  highly 


Earnings  per  share 


$0.47 


$0.40 


•  The  most  important  event  of  the  year  for  Davy  was  the 
merger  with  McKee  of  the  USA. 

A  good  year,  with  pre  tax  profits  of  $  54.0  m. 

Freedom  from  dividend  restraint  will  allow  us  to 
distribute  a  more  appropriate  part  of  our  earnings ...  an 


•  Energy  will  doubtless  continue  to  be  the  central  theme 
and  the  main  agent  for  economic  change.  This  coupled 
with  the  increasing  pace  of  technological  development 
will  bring  about  change  in  all  directions.  Davy  is  at  the  very 
centre  of  these  world  movements,  has  a  fair  under- 
standing of  them  and  is  well  placed  to  respond  to  them. 
Companies  with  sound  medium  to  long  term  objectives 
are  most  likely  to  prosper.  We  count  ourselves  amongst 
them. 


Davy  Corporation  Limited,  15  Portland  Place,  London  W1A4DD 


FollowThrough 


Executives/Professionals 

BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll  free 
800  525-1344  or  mail  coupon. 

W.  L.  Martin 

Dept.  0738 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


~  "  Write  to:  ^ 

W  L.  Martin 

rDept.  0738 
14201  E.  4th  Ave.,  P.O.  Box  39F 

■ Denver,  CO  80239 
Sendcomplete  mtormation  and  a  loan  application 


Name  

Address. 
City- 


I 
I 


_State- 


_Zip_ 


affiliate  of  The  St.  Paul  Companies,  Inc. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  NY.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print) 


New  Address: 


City- 


Zip 


Date  of  Address  Change 


I-  -1826 


1 QG  million- share  days? 

Hundred-million-share  days  are  still  in 
the  broker's  future  book,  but  last  month 
a  trading  stampede  sparked  by  the  Feder- 
al Reserve's  sudden  moves  to  tighten 
money  pushed  New  York  Stock  Ex- 
change volume  to  8 1 .6  million  shares,  an 
alltime  record.  The  Street's  performance 
on  that  mad  Wednesday  provided  the 
closest  real-world  answer  to  date  to  a 
question  Fohbks  posed  earlier  this  year 
(Sept.  17):  Could  Wall  Street  handle  100- 
million-share  days? 

For  Merrill  Lynch,  the  biggest  broker- 
age house  and  the  stoutest  champion  of 
electronic  stock  trading,  the  answer  is  a 
qualified  yes.  "The  Herd"  bought  and 
sold  15  million  shares  for  its  customers 
that  day  and  had  all  of  those  trades  post- 
ed in  its  computer  by  9:30  that  night. 
"By  10  the  next  morning,"  says  Robert 
W.  Parker,  vice  president  for  operations, 
"we  were  ready  for  the  market  and  our 
branches  had  all  their  customers'  records 
in  hand."  Nonetheless,  he  adds,  "I 
wouldn't  like  to  see  five  80-million-share 
days  back-to-back." 

Parker's  point  is  that  even  the  most 
automated  brokerage  firm,  which  Merrill 
Lynch  may  well  be,  has  a  long  way  to  go. 
With  all  its  black  boxes,  the  firm's  ac- 
count executives  still  get  an  inch-and-a- 
half-thick  stack  of  paper  daily,  most  of  it 
irrelevant  to  their  individual  needs.  A 
salesman  can  execute  an  odd-lot  order  for 
99  shares  instantly,  Parker  points  out, 
while  a  round  lot  of  100  shares  must  go 
to  the  exchange  floor  and  be  handled 


Merrill  Lynch's  Robert  Parker 
One  day  at  a  time,  please. 


with  the  handwritten,  face-to-face  pro< 
dures  of  a  more  leisurely  day.  Makii 
round-lot  trading  automatic,  Pari 
thinks,  would  cut  paperwork  by  40%. 

Pleased  as  he  is  with  getting  a 
million-share  day  into  his  computers 
9:30  p.m.,  Parker  also  notes  that  the  fa 
took  3'/2  hours  longer  than  the  norm 
workday.  No  staff,  he  says,  could  cont 
ue  on  that  schedule  on  a  sustained  basi 

So  Merrill  Lynch  is  in  the  van  suppo 
ing  the  automated  national  market 
goal  that  much  of  Wall  Street  regai 
with  mixed  feelings.  Merrill  Lyni 
Chairman  Donald  T.  Regan  insists  tH 
"the  future  is  the  so-called  black  boj 
and  Mario  Nigro,  the  vice  president  w 
worries  about  such  things,  has  just  col 
up  with  one,  a  computer  programmed 
find  instantly  the  best  quote  for  a  giv 
security  on  any  market  in  the  hooki 
Merrill  Lynch  is  now  starting  to  test  tl 
"best-price  selector"  with  two  stoc 
Delta  Air  Lines  and  Kennecott  Copp 
Regan  is  using  Nigro's  new  black  box 
refute  the  argument  that  the  nation 
market  would  be  too  expensive,  point: 
out  that  it  took  less  than  a  year  and  or 
$80,000  to  develop. 

The  millennium,  however,  is  still 
off,  even  for  boosters.  William  Schrey 
president  of  Merrill  Lynch's  brokers 
subsidiary,  told  Congress  not  long  a 
that  the  present  system  of  linking 
various  stock  exchanges  "is  as  far  frc 
the  concept  of  an  automated,  efficie 
marketplace  as  a  tom-tom  is  from  a  co 
munications  satellite." 


Family  affair 

Forres  raised  its  first  questions  abc 
Food  Fair,  Inc.,  the  pioneering  Philadl 
phia-based  supermarket  and  discoc 
chain,  more  than  a  year  ago  (Aug. 
1978).  Some  of  our  questions  were  abc 
the  way  this  onetime  model  of  prol 
making  had  seen  its  margins  slip  to  ti 
fractions  of  its  competitors'.  Most  of  t 
eyebrow-raising,  however,  was  abc 
what  Forbes  called  "cozy  dealings  w: 
relatives."  A  brother  of  Jack  Friedlai 
president  of  the  chain,  for  instan 
owned  a  Pennsylvania  food  brokers 
that  did  90%  of  its  business  with  Fa 
Fair.  The  Friedland  family  also  own 
49%  of  a  New  Jersey  wholesaler  that  c 
65%  of  its  trade  with  Food  Fair  stores 
Two  months  later,  when  Food  Fair  vi 
in  Chapter  11,  Forbes  reported  anotl 
batch  of  "all  in  the  family"  arran 
ments.  True,  Food  Fair  had  other  trc 
bles — accounts  payable  were  in  mis 
able  shape — but  Forbes  noted  that  "t 
perception  of  Food  Fair  as  a  den  of  inc 
tuous  dealing  hurt  the  company  duri 
its  crisis  of  the  past  few  months." 
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Paris  is 

a  business  must 

WHY?  Paris  :  the  world's  most  important  center 
for  international  trade  shows. 

Each  year :  30,000  exhibitors,  10,000  from 
countries  other  than  France. 

4  million  trade  visitors,  300,000  coming  from  all  over  the  world. 
More  than  50  trade  shows  :  A  truly  international  market. 

Do  not  hesitate :  call  our  New  York  delegate. 

He  can  help  you  organize  your  trip. 

Start  planning  your  next  Paris  business  trip  now. 


INTERNATIONAL  TRADE  SHOWS  IN  FRANCE  - 1980 


CAPITAL  GOODS  AND  EQUIPMENT 


•  Exploitation  of  the  Oceans  (0CEANEXP0)  (1) 

4-8  March 

1 

•  Paper  Industries  (IP)  (2) 

25-28  March 

2 

•  C0MP0SANTS  ELECTR0NI0UES 

27  March-2  April 

3 

•  Surface  Transports  and  Traffic 

15-19  April 

4 

•  Moun'ain  and  Ski  Resort  Equipt.(SAM)  (3) 

23-27  April 

5 

•  Woodworking  Machinery  (EXP0B0IS) 

24-29  April 

6 

•  Machines  and  Tools  for  Leather 

6-9  September 

7 

•  Data  Processing,  Communication, 

Office  Organisation  (SICOB) 

17-26  September 

8 

•  Precision  Engineering  (MICRONORA)  (4) 

7-H  October 

9 

•  Hotel,  Restaurant  and  Catering 

Equipment  (EQUIP'HOTEL-  COLLECTIVE) 

19-27  October 

10 

•  Packaging  (EMBALLAGE) 

17-22  November 

11 

•  Food  Manufacturing  Processing  (GIA) 

17-22  November 

12 

•  Machinery  for  Meat  Industry  (MATIC) 

17-24  November 

13 

•  Laundry,  Dyeing  and  Dry-Cleanmg 

J4] 

Machinery 

29  November-7  December 

•  International  Market  of  Sub-contracting 

(MIDEST) 

8-12  December 

15 

•  Laboratory 

8-13  December 

16 

•  Chemical  Engineering  Processes  and 

m 

Equipment  (INTERCHIMIE) 

8-13  December 

ARTS,  CRAFTS  AND  JEWELRY 


AGRICULTURE  AND  FOOD  PRODUCTS 

•  Agriculture  (SIA),  Agricultural 
Machinery  (SIMA) 

•  Confectionery,  Chocolate  and 
Biscuits  (INTERSUC) 

•  Food  Products  (SIAL) 

•  Wine  and  Vine  Technology  (SITEVI)  (5) 


2-9  March 

22-26  March 
17-22  November 
25-27  November 
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•  Arts  and  Crafts  Products 

(ATELIERS  D  ART) 

10-15  Jan  /4-9  Sept 

~22~| 

•  Jewelry,  Gold  and  Silverware. 

Clocks,  Gifts  (BIJORHCA) 

10-15  Jan  74-9  Sept 

23 

•  Tableware  (SIFE-CIAT) 

9-13  March 

24 

CONSUMER  GOODS 

•  Furniture  -  Lighting 

10-14  January 

25 

•  Yachting,  Boating.  Watersports  Equipment 

1 1-21  January 

26 

•  Stationery  (SIPPA) 

1-4  February 

27 

•  Toys  and  Games 

9-15  February 

28 

•  Wintersports  Equipment  (SIG)  (6) 

1-4  March 

29 

•  Household  Appliances  (ARTS  MENAGERS) 

1-4  March 

30 

•  Spectacles,  Optics,  Optical  Equipment 

(SILM0)(7) 

8-12  May 

•  Wallpapers,  Wallcoverings,  Furnishing 

Textiles  (PARITEX) 

5-9  June 

32 

•  Carpets  and  Floor  Coverings 

5-9  June 

33 

•  Supplies  for  the  Manufacture  of 

Furniture  (APPROFAL) 

5-9  June 

•  Sports  Goods  and  Leisure  Equipment 

(SISEL) 

6-9  September 

35 

•  Hardware  (QUOJEM) 

21-24  September 

36 

CLOTHING  AND  FASHION 

•  Men's  Wear  (SEHM) 

2-5  Feb  76-9  Sept. 

37 

•  Knitwear-  SIM  -  (MAILLE) 

2-5  February 

38 

•  Children's  Wear  (MODE  ENFANTINE) 

2-5  Feb  76-9  Sept 

39 

•  Ladies  Ready-to-Wear  (INTERSAISONS) 

2-5  Feb  /6-9  Sept 

40 

•  Fur  Industries  (SIF) 

29  March-2  April 

41 

•  Ladies  Ready-to-Wear  (PRET-A-PORTER) 

29  March- 2  Apr  /1 8-22  Oct 

42 

•  Ladies  Summer  Fashion  (SCAME)  (8) 

3-7  October 

43 

•  Leather  (SEMAINE  DU  CUIR) 

6-9  September 

44 

(1)  Bordeaux   (2,  3,  6)  Grenoble   (4)  Besancon   (5)  Montpellier   (7)  Lyon   (8)  Nice. 


INTERNATIONAL  TRADE  SHOWS  IN  FRANCE 

1350,  Avenue  of  the  Americas,  NEW  YORK,  N.Y.  10019  -  Tel.  (212)  582-4960  -  Telex:  FRSHOWS  427563 


Please  send  me  more  detailed  information  on  the  trade  show  (s)  of  which  the  number(s)  are  listed  below 
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Return  this  coupon  to  above  address 


FRENCH  TRADE  SHOWS 


40  41  42  43  44 


Are  you  interested  as  a  visitor  U  as  an  exhibitor ; : 

I  M  

c 
o 

<->    Name  of  Company  

o. 

o  Address  


Position 


Business  of  Company 
. . . .  Tel  Telex 


PROMOSALONS 


Our  insurance 
is  flexible  because 
your  business 
is  growing. 


As  your  insurance  needs  change  and 
grow,  so  will  the  Commercial  Account 
Policy  (CAP)  from  Commercial  Union. 
It  is  designed  to  offer  you  virtually  any 
coverage  available  with  the  added 
advantage  of  having  all  coverages 
written  in  one  policy  and  serviced  by 
one  company  Coverage  is  designed  to 
accommodate  the  unique  characteris- 
tics of  your  particular  business.  Plus 
there  is  a  special  premium  adjustment 
plan  which  can  offer  a  premium  dis- 
count to  businesses  with  a  record  of 
successful  loss  control. 

The  CAP  Policy  also  offers  broad 
eligibility.  From  the  largest  corporation 
to  the  local  business  on  Main  Street. 
CAP  now  has  an  easier  to  read  format 
with  coverages  readily  determined  at 
a  glance. 

In  short,  CAP  offers  just  about  any 
coverage  for  just  about  any  business  at  a 
most  competitive  price.  That  is  a  flexible 
insurance  policy .  .  .  designed  to  grow 
with  your  business. 

If  you  wish  to  learn  more  about  fit- 
ting CU's  CAP  to  your  needs,  contact 
the  nearest  Independent  Insurance 
Agent  who  represents  Commercial 
Union. 

Helping  you  control  the  cost  of 
your  insurance  premiums 


Commercial  Union 
Assurance  Companies 

One  Beacon  St. 
Boston,  MA  02108 


Follow-Through 


You  think  business  travellers 
deserve  to  be  pampered. 

Welcome 
to  the  Club, 


That  perception,  it  turns  out,  was 
are  than  talk.  The  Federal  Bankruptcy 
)urt  in  New  York  has  just  released  a 
idy  made  for  Food  Fair's  creditors  by 
| ice  Waterhouse.  The  accounting  firm's 
•uths  reported  55  cases  of  dealings  that 
/olved  Food  Fair  managers  and  direc- 
-s  with  suppliers  controlled  by  rela- 
es.  Both  the  Securities  &  Exchange 
immission  and  a  federal  grand  jury  in 
iladelphia  have  subpoenaed  the  620- 
^e  report,  Price  Waterhouse  says,  and 
ant  Gentry,  the  current  president  and 
ief  executive  of  the  bankrupt  chain, 
us  it  "will  be  carefully  studied  as  to 
Dropriate  court  action." 


The  long,  long  LNG  trail 

j  America  becoming  the  red-tape  cap- 
1  of  the  world?"  Forbks  asked  a  year 
h(Sept.  18,  1978),  chronicling  five  wea- 
j  years  two  California  utilities  had 
;  :nt  trying  to  bring  liquefied  natural  gas 
1m  Indonesia  and  Alaska  to  the  fuel- 
ngry  West  Coast.  A  20-year  LNG  con- 
jet  with  Indonesia  had  been  signed  in 
73,  and  Pacific  Lighting  Corp.  and  Pa- 
le Gas  &.  Electric  expected  the  first  gas 
11976.  By  1978  the  frustrated  compa- 
Is  were  talking  of  late  1982 — and  the 
lays  were  costing  at  least  $1  million  a 
|'  in  higher  construction  and  financing 
Its.  By  contrast,  Japan,  whose  bureau- 
its  can  stall  with  the  best,  signed  an 
|G  contract  with  Jakarta  in  1973  and 
an  using  the  gas  in  mid- 1977. 
,ast  month,  however,  the  two  compa- 
is'  joint  venture  snapped  the  last  red- 
je  barriers  when  the  Federal  Energy 
I  natatory  Commission  approved  a 
:  :e  structure  for  Alaskan  LNG  and  the 
i:  for  a  terminal  in  California, 
jo,  with  final  Washington  approval,  is 
t  project  home  free  at  last?  No,  but  the 
irst  is  probably  over.  Opponents  have 
J  days  to  seek  rehearings  but  W.D. 
Jrningstar,  an  executive  of  Southern 
lifornia  Gas,  the  Pacific  Lighting  sub- 
lary  charged  with  the  next  moves, 
liiks  Washington  will  deny  any  more 
nys.  He  also  feels,  based  on  the  track 
prd  to  date,  that  the  expected  court 
ijllenges  will  be  defeated,  too.  That 
ik,  however,  could  take  up  to  18 
inths.  Meanwhile,  engineers  will  be 
iy  with  seismic  and  wind-and-wave 
liies  demanded  by  federal  and  state 
ijiorities. 

llessedly,  the  task  of  raising  more 
|i  $3  billion  for  the  project  is  still  in 
■  future,  when  borrowing  costs  should 
lijmore  reasonable.  "We  hope  to  have 
j  permanent  financing  lined  up  by  the 
S:  half  of  1981,"  Morningstar  says.  The 
:  $700  million,  for  the  California 
'G  terminal,  will  come  75%  from  in- 
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If  you're  Britain-bound  on  business, 
you  simply  must  fly  our  Club  Class.™ 
We  created  it  especially  for  the  full-fare 
economy  business  traveller. 

We  start  you  off  with  separate  Club 
Class  check-in  and  boarding  (you'll  wel- 
come this  after  a  frazzling  day). 

We  seat  you  in  a  separate  clublike 
cabin. 

And  we're  unsparing  in  our  efforts 
to  make  you  contented  there. 

You'll  find  a  free  bar,  for  palliative 
drinks.  Exclusive  Elizabethan  Service,™ 
with  superb  meals  olde  English  style. 
Excellent  wines.  Free  movies  and  stereo. 
Hot  towels,  fluffy  pillows  and  blankets, 


and  other  creature  comforts.  It's  most 
agreeable. 

If  you  relish  the  idea  of  being  pam- 
pered all  the  way  across  the  Adantic, 
welcome  to  the  Club.  Call  your  Travel 
Agent,  Transportation  Department,  or 
British  Airways,  and  tell  them  you 
deserve  to  be  in  a  class  by  yourself. 

British^^ 

airways  >o£ 

We'll  take  more  care  of  you 
to  Britain,  Europe,  the  World. 


Up  there,  with  no  speed  limits. 
Jack  Nicklaus  flies  the  only  jet 
with  no  life  limits. 


With  one  exception,  the 
Federal  government  restricts 
the  number  of  hours  an  aircraft 
can  fly  before  major  structural 
components  must  be  replaced. 

The  exception  is  Falcon. 

Falcon  jets  have  no  life 
limits  on  either  the  airframe  or 
major  components.  When 
other  jets  are  grounded  for 
replacement  of  key  structural 
components,  Falcon  jets  keep 
you  flying. 

Too,  Falcon  jets  are  the 
only  business  jets  with  no 
speed  restrictions  on  flight 
through  turbulence. 

Which  is  why  Jack  Nicklaus 
and  hundreds  of  other 
corporate  leaders  depend  on 
Falcon  aircraft. 


The  security  you  feel, 
knowing  you  are  flying  a  Falcon, 
is  immeasurably  comforting. 

Of  measurable  value  are  the 
time  and  money  saved 
at  the  times  when  other 
jets  require  major  parts 
replacements. 


You'll  save  time  and  money, 
too,  when  your  executives  are 
transported  in  the  fastest 
business  jet  flying — 
the  Falcon  10. 

Such  outstanding 
strengths  are  typical  of  the 
excellence  and  integrity  of 
every  Falcon  jet— the 
8-passenger  Falcon  10,  the 
10-passenger  Falcon  20H,  and 
the  3-engine,  12-passenger 
Falcon  50. 

To  learn  more  about  the 
Falcon  family  of  fine  business 
jets,  write  Tom  Turner,  Vice 
President,  Marketing,  Falcon 
Jet  Corporation,  Teterboro 
Airport,  Teterboro,  NJ  07608. 


ralcon  Jet  Corporation 


FollowThrough 


titutional  investors  (principally  insur- 
nce  companies),  the  rest  in  equity  from 
acific  Lighting  and  Pacific  G&E.  Mor- 
an  Stanley,  the  most  likely  bird  dog  for 
le  financing,  will  probably  begin  point- 
lg  prospects  within  the  next  year.  (The 
quefaction  plant  in  Indonesia,  another 
1700  million  item,  will  be  handled  by 
ukarta.)  Nine  special  LNG  tankers — 
lasting  about  $1.2  billion — will  be  need- 
i.  Three  have  already  been  built  and 
nanced  overseas;  the  rest  will  be  U.S.- 
!  uilt  and  financed  by  chartering  compa- 
ies.  On  top  of  all  this  will  come  $700 
lillion  to  pipe  and  liquefy  gas  in  Alaska 
id  two  more  tankers  costing  $400  mil- 
on  to  $500  million  to  move  it.  The 
:  >mpanies  expect  85%  of  this  ship  mon- 
p  to  be  guaranteed  by  the  U.S.  Maritime 
.  dministration  (and  so,  presumably,  kept 
f  the  corporate  books  as  debt).  The 


itience,  patience  and  still  more. 


jillions  to  be  raised  for  the  Alaska  plant, 
l:e  the  sums  for  the  California  setup,  will 
I  75%  debt,  25%  equity.  A  point  to 
{(member,  Morningstar  says  with  relief, 
|  >  that  we  won't  be  building  the  terminal 
:  California  and  the  liquefaction  plant  in 
•aska  at  the  same  time." 
•The  years,  however,  will  continue  to 
111.  The  original  1976  target  date  soon 
lied  into  late  1982.  The  present  sched- 
lifc  is  to  start  construction  in  1981  and  to 
k  the  first  gas  to  California  consumers 
I  late  1983  or  early  1984.  At  the  rate 
lings  are  going  with  this  project,  the 
JS.  will  have  run  out  of  oil  long  before 
U  nation  is  even  started  on  the  road  to 
prgy  self-sufficiency. 
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Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
ie  within  Fi  ance's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
world's  most  civilized  spirit. 

ssyvs.o.E 


tit  g  ^ 
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HENNESSY  COGNAC.  80  PROOF.  lMP0RT€O  BY  SCHIEFFELIN  &  CO  .  N  Y 


A  timepiece  so  unique  the  gleaming  face  is... 

An  Authentic  24K  Gold 
(999.9%  Pure) 
Swiss  Ingot ! 


A  most  elegant  17  jewel  Swiss  timepiece.  With 
a  999.9%  Pure  Gold  Ingot  face . .  Each  with  its 
own  serial  number  and  guaranteed  in  writing 
by  an  Assay  Certificate  from  the  famous 
CREDIT  SUISSE  BANK,  Switzerland. 

This  authentic  24K  Gold  Swiss  Ingot  is  not  only 
solid  gold,  but  the  face  of  a  superbly  crafted  17  jewel 
Swiss  timepiece.  Sure  to  receive  admiring  glances 
from  all  who  catch  the  sparkle  from  the  gleaming 
gold  face.  A  timepiece  as  practical  as  it  is  uniquely 
beautiful,  the  17  jewel  Swiss  movement  is  of  the 
highest  caliber,  shock  protected  and  is  guaranteed  for 
two  years. 

This  most  thoughtful  of  gifts  (for  him  or  her) 
will  long  be  remembered.  Each  24K  (999.9%  pure) 
Gold  Ingot  is  numbered  and  accompanied  by  an 
Assay  Certificate  of  Authenticity  from  the  CREDIT 
SUISSE  BANK. 

Swiss  Gold  Ingot  watches  are  currently  being  sold 
in  exclusive  shops  for  considerably  higher  prices,  but 
our  direct  to  you  low  price  is  only  $329  Due  to  the 
skyrocketing  cost  ot  gold  on  the  world  market,  we 
can  guarantee  the  price  for  the  next  30  days  only. 

Numismatic  Collectors  Guild,  dealers  in  gold  and 
silver  bullion  and  coins  for  over  30  years,  is  a 
member  of  the  Retail  Coin  Dealers  Association  and 
American  Numismatic  Association 


CREDIT  CARD  ORDERS  CALL  TOLL  FREE 

800-257-7880 

(New  Jersey  Residents  Call  1-800-322-8650) 

^Numismatic  Collectors  Guild,  Inc.,  Dept.  FB-800~} 
31  Second  Ave.,  New  York,  N.Y.  10003 

Please  reserve  for  me  — 


_  24  Karat  Gold  | 
Ingot  Timepiece(s)  at  $329  each  (plus  $5  j 
post.  hndl.  and  insurance.  N.Y.  residents  . 
please  add  sales  tax.) 
□  for  Male   □  for  Female 

Name   

Address   

City   

State   


I 


Zip 


Charge  my   □  VISA/BankAmericard 

□  Diners  Club   □  American  Express 

□  Master  Charge  (InterBank  NO.)  — 

Credit  Card  No.   

Signature   Date  Exp. 


Readers  Say 


Undermine  schools? 

Sir:  The  California  school  voucher  pro- 
posal (Oct.  15),  if  approved,  is  likely  to 
have  the  unintended  effect  of  destroying 
much  of  the  state's  quality,  independent 
private  education. 

To  hold  private  schools  accepting 
voucher  students  to  payment  set  at  90% 
of  public  school  costs,  without  adjust- 
ment for  capital  costs  or  depreciation, 
will  place  them  in  the  same  situation  as 
hospitals  which  accept  Medicaid  pa- 
tients. Many  hospitals  face  bankruptcy 
because  government  rates  fail  to  recog- 
nize capital  expenditures. 
—Mark  I.  Klein 

Hillel  Hebrew  Academy  of  Oakland 
Berkeley,  Calif. 


Mark  Twain  was  right 

Sir:  "The  German  Mark  and  Other 
Myths" (Fact  and  Comment,  Oct.  1)  proves 
the  old  adage  that  statistics  are  always  at 
hand  to  support  almost  any  point  of 
view.  The  public  indebtedness  per  capita 
in  the  U.S.  is  $5,330  compared  to  only 
$3,350  in  Germany.  More  than  14%  of 
the  federal  budget  in  the  U.S.  is  used  for 
debt  interest  payments,  while  only  5%  is 
needed  for  that  purpose  in  Germany. 
— Richard  Horn 
Short  Hills,  N.J. 


Jimmy's  achievement 

Sir:  It's  unfair  to  say  that  Jimmy  hasn't 
succeeded  in  producing  anything  note- 
worthy. Hasn't  he  gotten  Teddy  to  go  out 
with  his  own  wife  for  a  change? 

—James  J.  Harris 
Ft.  Lauderdale,  Fla. 


Rationalizing  unwisdom 

Sir:  In  looking  over  the  problems  that 
beset  our  society  and  our  economy,  the 
following  thought  occurred  to  me:  "If 
you  don't  have  wisdom,  at  least  you'll 
find  some  way  to  justify  the  lack  of  it." 

It  doesn't  take  long  to  think  of  some 
people  in  Washington  to  whom  this 
might  be  applied. 
— Foster  G.  McGaw 
Evanston,  III. 


Teaching  Morgan 

Sir:  A  more  appropriate  title  for  "Wall 
Street  learns  from  Detroit' YOc/.  1)  would 
have  been  "Morgan  Guaranty  learns 


from  the  mutual  fund  industry."  For 
years,  the  fund  industry  has  been  under- 
scoring the  '  advantages  of  standardiza- 
tion. If  pension  fund  trustees  do  become 
excited  about  Morgan's  "new"  approach, 
they  should  first  look  to  the  source,  the 
mutual  fund  industry. 
—Charles  G.  Hugloesjr. 
Vice  President. 
Employee  Benefit  Plans, 
Oppenheimer  Investor  Sen  ices 
New  York,  NY. 


Important  message 

Sir:  Several  of  my  friends  have  called  me 
and    remarked    that    your  editorial, 
"Prince  Charles  and  PM  Thatcher  on 
Capitalism"  f/-'ir/c7  and  Comment,  Oct.  15), 
was  delightful  and  carried  an  important 
message.  I  think  Prince  Charles  and 
Prime  Minister  Thatcher  will  both  feel 
the  same  way. 
— Armand  Hammer 
Chairman  and  CEO, 
Occidental  Petroleum  Corp. 
Los  Angeles,  Calif 


Energetic  talk 

Sir:  You  quote  an  energy  expert  as  say- 
ing, "You  can  buy  the  same  amount  of 
energy  through  conversation."  Typos  are 
a  rare  thing  in  Forbes,  and  so  I  assume 
there  is  a  new  technology.  Where  can  I 
invest? 

— Robert  Wegener 
Denver,  Colo. 

If  the  hot  air  of  politicos'  conversation  on 
the  subject  of  energy  was  convertible  to  ener- 
gy, the  problem  would  disappear — En 


Toothpicker  responds 

Sir:  Re  your  unkind  remarks  about  "Res- 
taurants That  Serve  Toothpicks"  (Fact 
and  Comment,  Oct  15).  These  restaurants 
are  only  being  considerate  of  the  great 
mass  of  eaters  who  do  not  have  perfect 
teeth.  Why  be  in  what  can  be  total  dis- 
comfort while  eating? 
— Art  G laser 
Brecksvi/le,  Ohio 


Secretary  shortage 

Sir:  Re  "Technical  Competence  vs.  Col- 
lege Degree"  (Fact  and  Comment,  Oct.  15). 
There  are  also  tremendous  opportunities 
for  young  men  and  women  in  the  secre- 
tarial field.  There  is  a  drastic  shortage  of 


skilled  secretaries,  and  their  salaries  w 

continue  to  increase. 

— Herman  Knuppel 

Consultant, 

The  Berkeley  School 

Little  Falls.  N.J 


Right  names 

Sir:  The  map  of  the  route  you  took 
your  motorcycle  trip  through  Eastern  E 
rope  and  Russia  (Fact  and  Comme?it,  Se 
17)  has  an  error.  The  real  name  of  t 
city  in  Poland  should  be  Wroclaw,  r 
Breslau.  If  you  intended  to  use  forn 
names,  why  did  you  use  Brest  instead 
Brzesc  in  Russia?  The  best  would  be 
use  present  names:  Wroclaw  and  Brest 
— A.J.  Zelechowski 
Boston,  Mass. 


Aging  not  a  disease 

Sir:  Thank  you  very  much  for  the  me 
tion  of  my  novel  Only  Children  (Fact  a> 
Comment,  Aug.  20).  As  far  as  aging  go 
my  sympathy  isn't   with   the  fadi 
Southern  belle,  but  with  the  other  ch. 
acter  in  the  book  who  remarks  that  on 
age  is  not  a  social  disease. 
— Alison  Lurie 
Department  of  English, 
Cornell  University- 
Ithaca,  NY. 


Parent's  earnings 

Sir:  All  of  the  earnings  figures  that  s 
pear  in  the  article  on  TigerAir's  pre 
dent,  Theodore  F.  Schlegel,  are  those 
Tiger  International  rather  than  TigerA 
They  also  represent  Tiger  Internationa 
second-quarter  earnings  for  1979  rath 
than  its  earnings  for  the  first  half 
1979. 

— Rosanne  O'Brien 
Corporate  Secretary  & 
Director  of  Public  Relations, 
Tiger  Internum  tnal 
Los  Angeles,  Calif 


Final  landing? 

Sir:  MSF  observes,  "I  wish  airline  pilo 
as  they  approach  destinations,  wou 
stop  saying,  'We'll  be  on  the  ground  ir 
few  minutes'  "  (Oct  1).  I  wish  airlii 
flight  attendants  would  stop  saying,  "V 
are  now  in  our final  approach." 
—John  F.  Burridge 
Windsor  Locks,  Conn. 
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Tax  shelters  are  neither  de- 
vious nor  limited  to  the  very 
rich.  If  you're  in  a  50  percent  tax 
bracket,  you  should  consider 
investing  in  some  of  these. 

The  phrase  "tax  shelter"  con- 
jures up  images  of  Byzantine  legal 
arrangements  and  obscure  foreign 
companies.  It's  a  wrong  impression. 
In  fact,  the  phrase  itself  is  mis- 
leading. 

At  Merrill  Lynch,  we  prefer  to 


talk  about  tax  investments. 

We  mean,  simply,  investments 
that  can  provide  both  a  return  on 
your  capital  and  certain  meaningful 
tax  benefits.  If  the  investment  itself 
doesn't  seem  sound,  we  won't  have 
anything  to  do  with  it. 

Merrill  Lynch  specializes  in 
three  kinds  of  tax  invest- 
ments with  particularly 
favorable  risk/ reward  ratios: 
oil  and  gas  exploration,  real 


estate  equities,  and  the  leasing  of 
barges  and  railroad  rolling  stock. 

Tax  investments  are  complex, 
generally  risky  and  certainly  not 
recommended  for  everyone.  Before 
plunging  in,  talk  with  a  Merrill 
Lynch  Account  Executive. 

Find  out  what  it  means  to  deal 
with  a  breed  apart. 

Merrill  Lynch 

A  breed  apart. 


e  press  is  keeping  up  with  Mea 
for  the  same  reasons  you  should. 


One  reason  we're  making  headlines  is  the  spirited  new  breed  of  management  at  Mead  Left  to  right  J  Van  Vleck.  B  R  Roberts.  M  Alhk  E  F  St| 

The  New  York  Times  called  us 
born  again"  company.  And  quote 
one  analyst  who  said,  "Mead  epi 
mizes  the  company  looking  for 
return  on  investment." 

The  Wall  Street  Journal  cited 
"ferocity"  of  Mead  top  manager™ 

Business  Week,  in  a  recent 
cover  story  told  how  Mead  create 


McSwiney  (Chairman),  W  L.  Batts  (President.  CEO),  C.  G.  Garner,  R  M  O'Hara,  M  Raoul-Duval,  R  E  Miller,  S  C  Mason 


e  of  the  nation's  strongest  cor- 
ate  boards." 

Forbes  reported  that  "profits 
}ed  86%  in  the  past  two  years." 
Barron's  noted  our  "return  on 
ity. . . is  new  one  of  the  highest  in 
(paper/forest  products)  industry- 
:%  in  1978." 

The  Fortune  500  ranks  us  127th 


in  size  with  '78  sales  of  $2.3  billion 
And  70th  in  10-year  earnings  growth. 

What  else  is  news  at  Mead? 
From  1974  to  1979  our  dividends 
paid  increased  from  600  to  a  current 
rate  of  $1.60  a  share. 

We  got  where  we  are  today  by 
following  a  strategy  that  says:  Invest 
and  divest  only  for  return.  Focus  on 


markets  where  we  can  lead.  Give 
performance  page-one  importance 
Get  the  whole  story.  Write  Bruce 
Bedford,  VP,  Financial  Affairs, 
Mead,  Dayton,  Ohio  45463. 


If  you  buy  a  luxury  car  on  looks,  look  here.  If  you  buy  a  luxury  car  on  logic,  look  at  the 
1980  Oldsmobile  98  Regency's  impressive  mileage  and  range  figures. 

Remember:  The  boxed  EPA  estimates  are  for  comparison  to  other  cars.  Your 
mileage  and  range  depend  on  your  speed,  weather  and  trip  length;  your  actual 
highway  mileage  and  range  will  probably  be  less  than  the  highway  estimates. 
Driving  range  estimates  are  obtained  by  multiplying  the  EPA 
and  highway  estimates  by  the  standard  fuel  tank  capacity 
rating  of  25  gallons.  Estimates  lower  in  California. 

Oldsmobiles  are  equipped  with  GM-built  engines  pro- 
duced by  various  divisions.  See  your  dealer  for  details. 

You  can  buy  or  lease  a  98  Regency  right  now. 


EPA  EST  MPG 


17  425 


EST  DRMNG  RANGE 


25  62S 


HWV  EST  MPG 


EST  HIGHWAY  RANGE 


WE'VE  HAS  ONE  BUILT  FOR  YOU. 


"With  all  thy  getting  get  understanding' 


tThat  is  the  question. 

|/Vho'd  have  thought  that  investors  would  panic  at  the  pros- 
t  of  a  Volckered  Federal  Reserve  taking  a  couple  of  steps 
t  might  actually  curb  the  sloshing  dollar  overflow  that's 
ing  its  depreciation  and  our  inflation? 

Joy,  we've  got  the  inflation  disease  real  bad  when  a  mone- 
y  action  that  might  be  effective  in  curbing  it  causes  com- 
n  stock  owners  to  dump  shares  in  record  numbers  instead 
buying  them.  With  such  asininity  so  prevalent  on  Wall 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in  Chief 


MORE  JACKASSES  IN  STOCK  MARKET  THAN  IN  WASHINGTON? 


Street  among  such  a  number  of  security  holders,  who's  to 
wonder  at  Washington's  confused  directions? 

The  Fed  may  be  using  the  wrong  inflation  extinguishers,  but 
it's  certainly  not  feeding  the  flames  with  the  new  restrictions. 
That  there's  a  quite  different  way  to  go  about  it  is  persuasively 
set  forth  by  MSF  Jr.  on  page  31.  But  for  common  stock  holders 
to  throw  away  their  ownership  of  America's  industries  and 
resources  at  the  prospect  of  the  dollar  firming  up  is  the  ulti- 
mate in  imbecility. 


WHEN  WE'D  MOST  LIKE  TO  BE  WRONG 


political  forecasting — we've  had  some  beauts  here — it  looks 
;  we're  right  on. 

ix  months  ago  I  wrote:  "I'd  give  odds  that  Teddy  Kennedy 
1  take  the  Democratic  nomination  from  Carter,  and  that 
1  handily  dispose  of  the  Republican  nominee  by  a  margin 

FTC'S  TRADEMARK  EUCHRING 

Id  be  reasonably  termed  highway  robbery  and,  hopefully, 
1  be  found  largely  illegal. 

eople  go  to  a  McDonald's  or  a  Howard  Johnson's  expecting 
any  one  of  'em  anywhere,  the  same  quality,  quantity, 
osphere  and  accoutrements.  Forcing  Howard  Johnson  to  let 
ichisers  buy  their  codfish  cakes  and  clamburgers  from  other 
rces  removes  a  lot  of  the  control  essential  to  these  ends, 
here've  been  occasional  abuses  of  franchisees  by  franchis- 
in  demanding  unreasonable  remodeling  expenditures,  in 
iting  too  many  licenses  too  close  to  one  another  and  such, 
ut  when  it  comes  to  controlling  the  substance  of  the 
stances,  that  is  the  only  way  the  public  is  guaranteed  of 


wider  than  any  since  Johnson  whopped  Goldwater  in  1964." 

On  the  first  half  I'm  batting  100%  (ahead  of  90%  of  other 
political  crystal-bailers). 

And  I'm  fearfully  afraid  that  the  second  half  of  that  predic- 
tion will  be  100%  right,  too. 

AND  FRANCHISE  FRACTURING 

getting  what  the  public  goes  expecting  to  get. 

The  FTC's  antitrust  assault  on  Borden's  "ReaLemon"  trade- 
mark has  been  temporarily  stayed  by  the  full  Commission.  But 
the  agency  is  currently  assaulting  "Formica"  as  a  trademark — 
again,  on  the  grounds  that  it's  so  well  established  it  hurts 
competition.  Let's  hope  these  companies  fight  as  tenaciously 
and  successfully  as  Coca-Cola  did  to  preserve  its  contraction 
"Coke." 

Wouldn't  you  think  that  the  Federal  Trade  Commission 
would,  at  least  once  in  a  rare  while,  be  on  the  side  of  those  who 
have  made  their  Names  stand  for  everything  the  public  wants 
in  a  product  by  way  of  quality,  consistency,  worth? 


WE  MUST  HAVE  MORE  AND  BETTER  JUDGES 

very  level  if  our  unquestioned  intentions  to  have  justice  for  Judges — vital  to  our  freedom's  health — should  be  paid  more 

are  to  be  realized  in  any  appreciable  degree.  There's  one  thantheirworth,andwe'lifindmostwillmorethanclosethegap. 

r-sure  way  to  keep  and  get  the  best  possible  Bench:  far  *    *  * 

er  pay  (Fact  and  Comment,  June  15,  1975,  p.  15).  And,  speaking  of  courtrooms,  TV  has  no  place  in  'em. 
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QUICKLY — CAN  YOU  NAME 

even  six  of  Carter's  Cabinet  members? 

BEWILDERING  WILDERNESS  WILD  NESS 


Granted,  the  greatest  sound  in  the  world  sometimes  is  no 
sound  at  all. 

But  should  ever-greater  chunks  of  our  country  be  cordoned 
off  from  access  by  anyone  except  the  occasional  silence-seek- 
ing hiker?  Should  huge  areas  of  America  be  cordoned  off  from 
any  and  every  use  so  that  "endangered  spe- 
cies" of  a  rare  locoweed  or  a  peculiar  type  of 
snail  darter  can  be  preserved? 

If  our  Stone  Age  predecessors  had  set 
about  safeguarding  dinosaurs,  where  do  you 
suppose  we'd  be?  We  wouldn't.  And  while 
there  are  those  who  argue  we'd  all  be  better 
off  if  we  weren't,  I  tend  to  think  most  of  us 
think  human  life,  human  beings  matter 
more  than  other  matter. 

We  are  an  endangered  species.  Usefully, 
intelligently  using,  harvesting  one  of  the 
most  wondrous  crops  of  all — our  forests — is 


pretty  essential  to  housing,  increasingly  to  heating  and  fuc 
our  working  and  living.  Vital  minerals  abound  and  it's  ab 
to  preclude  having  at  some  of  them  in  limited,  rational  w 
So,  too,  that  essential  element,  water. 
Left  alone,  nature's  a  far  more  raw  and  relatively  use 
destroyer  of  wilderness.  Trees  grow  old, 
die  and  fall,  thus  fueling  lightning-lit  flar 
Streams  can  flood  and  destroy.  The  eai 
been  known  to  heave  and  havoc  the  surf 
It's  time  for  a  sense  of  proportion 
preserving  wilderness.  The  appeal  of 
word  and  its  increasing  misuse  by 
ignorant  well-intentioned  shouldn't  be 
mitted  to  seal  off  a  great  part  of  the  U. 
from  wise  uses  that  are  needed  to  presi 
our  nation's  independence,  our  perse 
freedom  and  our  improving  quality 
length  of  life. 


I  SAW  MERCEDES  CHIEFS 


doing  their  own  firsthand  research.  One  fall  Saturday,  Dr. 
Joachim  Zahn,  Daimler-Benz  CEO,  and  their  U.S.  boss,  dyna- 
mo Karlfried  Nordmann,  were  among  our  guests  at  a  West 
Point  football  game.  They  departed  for  New  York  City  in  a 
three-car  convoy — a  Cadillac  Seville,  a  Ford  Fairmont  and  a 
Mercedes  300SD. 

During  the  one-hour  trip  they  spent  time  in  each  car,  slam- 
ming the  doors  for  sound,  examining  the  dashboard,  personally 
experiencing  the  feel,  look  and  quality  of  the  ride  in  both  front 
and  back  seats.  (On  the  Mercedes  assembly  line  one  man  does 
nothing  but  bang  doors  shut  to  be  sure  that  each  sounds  the 
way  a  Mercedes  door  should  sound.)  They  had  a  private  list  of 
points  they  wanted  to  compare,  to  check. 

Daimler-Benz  spends  from  8%  to  10%  of  sales  on  research 


and  development.  The  Wall  Street  Journal  reports  that 
day,  the  company  is  working  on  cars  that  run  on  meth? 
alcohol  and  even  hydrogen.  It  already  has  buses  on  the  r 
that  can  run  on  either  gasoline  or  electricity.  Daimler-B 
engineers  are  confident  the  company  will  have  electric 
on  the  road  by  the  mid-1980s,  primarily  for  city  traffic.  T 
also  expect  to  be  selling  methanol-run  cars  in  a  few  n 
years  and,  by  the  year  2000,  to  be  marketing  hydrogen 
cars  that  retain  20%  of  their  expended  fuel  for  possible  re 
in  heating  homes." 

In  short,  present  car  buyers  are  paying — and  paying  plent 
for  future  development.  Whether  those  cars  are  worth  pr 
vastly  higher  than  the  U.S.'  best  is  a  decision  made  daily  in 
showroom  marketplace  by  buyers. 


DOING  RIGHT  MAKES  DOLLARS  AS  WELL  AS  SENSE 


Too  often,  as  growing  companies  employ  more  people,  there's 
a  management  tendency  to  depersonalize  their  mutual  rela- 
tions. People  become  Personnel.  The  cost  of  individual  atten- 
tion is  multiplied  by  the  hundreds  or  thousands  employed. 

In  a  relatively  small  company,  it's  no  big  deal  to  encourage 
employee  activities  that  help  health  and/or  are  otherwise  add- 
ed attractions  in  the  week's  routine. 

I  know  of  one  company  where,  for  instance,  over  a  period  of 
time,  most  employees  have  been  taught  the  Heimlich  Maneu- 
ver, so  if  someone  chokes  on  a  chunk  of  food  (or  the  conversa- 
tion, for  that  matter),  a  quick  squeeze  will  save  a  life. 

A  simple  pamphlet  entitled  "You  and  Your  Blood  Pressure" 
was  distributed  to  All  Hands,  along  with  an  offer  to  have 
employees'  blood  pressure  checked  at  certain  hours  at  the 
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fitness  center.  The  response  was  immediate  and  immense 

Cardiac  Pulmonary  Resuscitation  has  been  taught  to  vol 
teers  in  every  department.  Management  encouraged  this 
cause,  after  all,  the  heart  that  stops  might  be  the  boss'. 

And  so  when  everyone  was  asked  about  volunteering  fc 
blood  donation  program,  over  half  said  Sure.  And  did. 

In  big  outfits,  some  slide-ruling  ruler  figures  the  costl 
productivity  and  dollars,  and  No  is  said  when  Yes  would  m 
more  sense.  Productivity  flows  from  cheerful  minds,  hum 
ized  rapport — not  from  computerized  uniformity. 

People  are  not  Personnel.  Hard  rules  and  little  heart  do 
increase  productivity  and  profit.  Drooped  spirits  and  D 
Deads  add  far  more  to  costs.  Corporate  Heads,  if  they 
theirs,  should  be  the  first  to  realize  that. 

FORBES,  NOVEMBER  12, 


REVENGE  LIT  THE  WORLD 


'Twas  just  100  years  ago  that 
homas  Edison  turned  on  the 
-st  electric  light.  It's  hard  today 
I  us  to  imagine  life  without  his 
vention.  What  moved  him  to 
>  it  makes  a  fascinating  foot- 
)te  to  history. 

In  1920,  intrigued  by  a  tale  he 
id  heard  regarding  Mr.  Edison, 
y  father  queried  him  about  it. 
le  tale:  that  Edison  became  an- 
red  at  a  gas  utility's  turning  off 
s  laboratory  flame  because  of  an 
ipaid  bill,  and  set  about  develop- 
g  the  electric  light.  "Is  this 


Z.  IV- 


^.^  f  y  ^  ,«L»vC  W^t"  tU<t«.v  *Jr«£C-* 


story  true?"  my  father  asked. 

In  a  penciled  reply,  dated  Sept. 
7,  1920,  Thomas  Edison  wrote: 

"In  substance  it's  true,  I  was  paying 
a  sheriff  55  a  day  to  postpone  a  judge- 
ment on  my  small  factory.  Then 
came  the  gas  man  and  he  cut  off  my 
gas.  That  made  me  so  mad  that  read 
up  gas  Technique  &)  Economics  and 
decided  1  would  try  if  electricity 
couldn't  be  made  to  replace  gas  and 
give  them  a  run  for  their  money  and  I 
stuck  to  it  for  4  years  but  I  was  so 
poor  an  economist  that  I  didn't  hurt 
them  at  all  except  lately — 40  years — 
Edison." 


THE  SHORT  WAY 

to  reach  an  objective  is  often  roundabout. 


SAYING  WHAT  YOU  THINK 

is  a  luxury  that  one  can't  always  afford. 


AUSTERITY  IS  NO  CURE  FOR  INFLATION 


By  M.S.  Forbes  Jr. 


Numerous  economists  believe  the 
only  way  to  reduce  inflation  is  through 
a  recession.  If  prices  are  going  up,  they 
reason,  demand  must  be  outpacing  sup- 
ply; credit  and  money  must  be  exces- 
sive. Ergo,  by  depressing  the  economy, 
by  increasing  unemployment,  demand 
will  ease  and  inflation  will  "cool  off." 

The  idea  that  austerity  is  necessary 
for  curing  our  underlying  economic 
ills,  however,  is  fallacious,  pernicious. 
Such  a  program  is  similar  to  the  old 
medical  practice  of  bleeding  a  patient 
to  return  him  to  health. 

Economic  contractions  will  bring 
inflation  down — for  a  while.  Then 
what?  No  economy  can  stay  in  reces- 
sion forever. 

The  damage  a  recession  does  to  the 
economy,  moreover,  outweighs  the 
temporary  decline  in  inflation.  A  con- 
traction means  more  government 
,  spending  because  of  increased  unem- 
ployment insurance  and  other  "safety 
net"  outlays.  With  decreased  produc- 
tion, budget  revenues  decline  and 
deficits  soar.  For  every  1%  increase  in 
unemployment,  the  government's 
deficit  goes  up  by  $20  billion.  Financ- 
ing that  red  ink  not  only  increases  the 
cost  of  capital  but  also  takes  it  away 
from  productive  investments. 

The  fundamental  problem  lies  In 
the  question  that  policymakers  pose: 
More  inflation?  Or  more  unemploy- 
ment? Contrary  to  these  fiscal  ex- 
perts, the  alternative  to  austerity  is 
not    excessive   money   printing  or 


pumping  up  government  spending. 

The  most  important,  immediate  al- 
ternative is  cutting  tax  rates  a  la 
Kemp-Roth  and  Jones-Conable. 

Most  economists  think  the  reason 
for  reducing  taxes  is  to  put  more  mon- 
ey in  people's  and  business'  pockets. 
That  misses  the  real  point. 

The  true  purpose  of  Kemp-Roth, 
which  would  cut  personal  income  tax 
rates  30%  over  three  years,  is  not  to 
"stimulate"  the  economy  by  giving  it 
more  money  (you  could  do  that  more 
efficiently  with  increased  govern- 
ment spending),  but  to  give  people 
incentive  to  work  more,  to  produce 
more,  to  save  more  by  letting  them 
keep  more  of  each  dollar  they  make. 

"Taxes  are  the  fastest-rising  part  of 
the  cost  of  living,"  points  out  Repre- 
sentative Jack  Kemp.  "While  the  cost 
of  maintaining  an  intermediate  fam- 
ily budget  rose  88%  from  1967  to 
1977,  that  family's  income  taxes  rose 
211%."  High  tax  rates  burden  the 
economy  by  discouraging  work,  in- 
hibiting innovation  and  encouraging 
tax-cheating.  By  reducing  tax  rates 
and  thereby  increasing  that  most  po- 
tent of  stimulants — incentive — the 
entire  economy  would  benefit. 

The  same  is  true  of  liberalizing  de- 
preciation schedules  along  the  lines  of 
jones-Conable.  The  purpose  is  not  to 
give  business  more  money,  but  to  re- 
duce the  risk  of  investing  by  reducing 
the  number  of  years  it  takes  to  recov- 
er that  investment.  A  business  is 
more  likely  to  purchase  the  latest  in 
machinery  if  it  can  recover  the  costs 


in  5  years  rather  than  in  18  years. 

But,  cry  the  orthodox  economists, 
cutting  taxes  when  the  economy  is 
near  full  capacity  will  only  mean  more 
inflation.  Not  true. 

Those  industrial  capacity  figures 
are  not  a  fixed  source  of  all  goods  and 
services.  Seventy  percent  of  our  econ- 
omy is  services,  not  industrial  produc- 
tion. People,  moreover,  are  apt  to  save 
a  big  chunk  of  what  they  get.  When 
income  taxes  were  substantially  re- 
duced in  1964-65,  total  personal  sav- 
ings jumped  40% .  Finally,  with  a  larg- 
er income,  people  upgrade  what  they 
buy.  Instead  of  a  $5  bottle  of  wine, 
they  might  buy  a  $15  bottle.  Although 
they  are  spending  more,  they  are  not 
putting  pressure  on  supply. 

During  the  1950s  and  1960s,  Ger- 
many and  fapan  cut  taxes  almost  ev- 
ery year  even  though  their  economies 
were  at  full  capacity.  They  had  no 
problem  with  inflation. 

Thanks  to  OPEC,  we  are  going  to 
have  economic  troubles.  But  there  is 
no  need  to  make  them  so  much  worse 
through  wrongheaded  economic 
thinking.  If  we  continue  to  believe 
that  the  choice  is  either  inflation  or 
unemployment,  we're  only  going  to 
get  more  of  both.  Since  1966  we  have 
had  three  rounds  of  austerity  and  tight 
money.  Each  recession  has  been  more 
severe  than  the  one  before  and  each 
recovery  saw  inflation  reach  a  higher 
plateau.  Unless  government  thinking 
changes,  this  recession  and  its  recov- 
ery will  follow  the  dismal  pattern  of 
the  past. 


;.BES,  NOVEMBER  12,  1979 


31 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


British  Dig 

Had  |  the  Americans]  not  given  the  sig- 
nal for  dissolution  of  the  British  Empire, 
most  of  the  major  oil-producing  regions 
of  the  world  would  today  be  under  Brit- 
ish control.  Americans  are  much  more 
dependent  on  monarchs  speaking  foreign 
tongues  than  ever  they  were  on  King 
George. 

— The  Guardian 

Solving  the 
Cuban  Problem 

In  August  of  1977  Senator  Church 
spent  three  deliriously  pleasant  days 
with  Fidel  Castro  in  Cuba.  At  a  press 
conference  in  Havana  on  his  way  home, 
Senator  Church  pronounced  Castro's 
views  to  be  "reasonable,  objective  and 
surprisingly  moderate."  Church  thanked 
Castro  and  said  he  believed  he  and  Cas- 
tro had  "become  personal  friends."  That 
should  make  it  a  lot  easier  for  Senator 
Church  to  get  Castro  to  remove  the  Rus- 
sians and  the  Russians'  spy  complex  now 
being  guarded  by  the  Russian  troops. 

— William  F.  Buckley, 
New  York  Post 

Books  Are  Not  A  Library 

There  is  always  a  temptation  to  usher 
visitors  around  its  three  floors,  to  quote 
the  number  of  volumes,  to  regard  with 
dismay  the  electric  bill,  and  to  say,  "This 
is  our  library."  The  racing  shell,  howev- 
er, is  not  the  crew — and  the  library  is  not 
the  building.  The  library's  contribution 
to  excellence  at  St.  Mark's  is  in  its 
program,  in  the  ways  in  which  its  re- 
sources support  teaching  and  learning.  It 
is  the  doing — the  real  desire  to  learn,  to 
go  beyond  the  given,  to  keep  on  discover- 
ing— which  informs  the  spirit  and  the 
intention  of  the  library,  and  which  de- 
fines its  meaning  to  education  at  St. 
Mark's  School. 

— Mary  Lee  Cox,  librarian, 
St.  Mark's  School 

Yesterday's  Youth 

As  the  baby-boom  generation  is  grow- 
ing older,  the  youth  cult  is  gradually  fad- 
ing. Says  J.  Walter  Thompson's  William 
Hull  [research  director  for  the  ad  agency]: 
"Ten  years  ago,  everyone  wanted  to  be 
young,  but  now  people  just  want  to  stay 
active  and  attractive.  ..." 

Levi  Strauss  &  Co.  has  already  sold 
some  15  million  pairs  of  new,  wider 
jeans,  "cut  to  fit  a  man's  build  with  a 
little  more  room  in  the  seat  and  thigh," 
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as  the  ads  say.  The  jeans  have  spawned 
a  whole  rack  of  clothes  for  the  aging 
male  body,  ravaged  by  roast  beef  and 
gravity.  .  .  . 

It  is  precisely  this  advance  to  more 
sophistication  and  affluence,  as  well  as 
sheer  numbers,  that  will  make  the  35  to 
44  age  group  such  a  potent  force  in  the 
economy  of  the  1980s.  People  with  prod- 
ucts to  sell  are  getting  the  message: 
Age — at  least  early  middle  age — is  more 
attractive  than  youth. 

— Time 

What  Makes  Ivan  Laugh 

Anticapitalist  propaganda  generates 
many  anecdotes.  A  young  Soviet  sociolo- 
gist is  sent  abroad  to  study  capitalist 
production  methods.  After  his  return,  a 
colleague  asks,  "So!  Did  you  go  all  over?" 

"Yes,  I  went  to  Rome,  Paris,  London 
and  New  York." 

"And  what  did  you  see  there?" 

"I  saw  the  decline  of  capitalism." 

"And  what  did  you  think?" 

"That  it's  a  beautiful  way  to  go." 

— Atlas  World  Press  Review 

The  Eternal  Battle 

The  ignorance  gap  that  the  new  math 
created  between  parent  and  child  has  not 
even  begun  to  mend.  Before  the  new 
math,  I  had  a  mysterious  aura  about  me.  I 
never  said  anything,  but  my  children 
were  convinced  I  had  invented  fire.  .  .  . 
Once  a  child  knows  that  a  square  milli- 
meter is  .00155  square  inches,  will  he 
ever  have  respect  for  a  mother  who  once 
measured  the  bathroom  for  carpeting 
and  found  out  she  had  enough  left  over  to 
slipcover  New  Jersey?  .  .  . 


To  me  modern  education  is  a  cont 
diction.  ...  It  is  like  your  daughter  goi 
to  college  and  taking  all  your  small  app 
ances,  linens,  beddings,  furniture,  1^ 
gage,  TV  set  and  car  and  then  sayii 
"I've  got  to  get  away  from  your  shalh 
materialism." 

— Erma  Bombei 

//  Life  Is  a  Bowl  of  Chert, 
— What  Am  I  Doing  in  the  Pi 


Men  who  are  on  the  air  unt 
they're  65,  like  Walter  Cro 
kite,  become  sort  of  like  b 
loved  uncles,  but  it  remains  i 
be  seen  whether  women  wt 
remain  that  long  can  becon 
like  aunts. 


— Barbara  Walts 


Hands -Off  Policy 

English  and  German  trademark  la 
once  provided  for  the  death  penalty.  A 
in  France,  during  the  time  of  Charles  V 
merchant  caught  tampering  with  i 
other's  trademark  lost  his  hands.  Sii 
cruel  and  inhuman  punishment  is,  ha 
pily,  a  thing  of  the  past.  But  a  mc 
enlightened  "hands-off"  policy  is  o 
tainly  in  order  at  the  FTC. 

— Walter  P.  Margulies,  chairmj 
Lippincott  &  Margulies  In 

Arabic  Horse  Sense? 

A  potential  Arab  client  looked  at 
painting  of  a  horse,  but  refused  to  buy 
"Why  should  I  pay  $40,000  for  a  pica 
of  a  horse,"  he  asked,  "when  I  can  bu? 
real  horse  for  much  less?"  Maybe  t 
Arab  was  sorely  lacking  in  an  apprec 
tion  for  art.  Or  maybe,  after  paying  i 
flated  prices  to  Western  dealers,  he  vi 
just  showing  some  good  horse  sense. 

— Donald  Wintersgi 
in  Antiques  Woi 
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I  Anyone  with  a 

Canon, 

I  Konica,  j 

Minolta, 

Nikon, 

Gympus, 
I  Pentax, 

Yashica, 
or  any  other  35  mm  camera 

would  love  this  Kodak  gift  for  Christmas. 


WHAT  WE  DID 
AND  WHY, 


We  have  concentrated  the  entire  re- 
sources of  our  world-class  bank  in  four 
major  financial  areas.  They  are  whole- 
sale commercial  banking,  fiduciary 
services,  money  and  securities  markets, 
and  corporate  financial  services.  We 
chose  these  core  businesses  because 
they  represent  our  special  strengths. 
Now  we  are  dedicated  to  expanding 
and  developing  them  even  further.  To 
the  highest  degree. 

We  have  also  decided  to  focus  our 
strongest  capabilities  on  selected  mar- 
kets. That  way  we  can  readily  coor- 
dinate and  bring  to  bear  all  four  of  our 
core  businesses  on  a  customer's  re- 
auirements. 

i 

We  have  reorganized  Bankers  Trust 
and  redefined  its  priorities  because 
( while  it  is  tempting  to  think  otherwise) 
one  bank,  no  matter  how  large,  can  no 
longer  be  all  things  to  all  customers. 

If  the  requirements  of  business  today 
suggest  a  specialized  cluster  of  com- 
plementary banking  services,  the  pres- 
sures of  tomorrow  will  demand  it. 

We  have  always  been  structured  to 
meet  our  customers  current  needs. 
Now  we  are  structured  to  meet  their 
needs  of  tomorrow  as  well. 


BankersTrust 
Company 

Worldwide 


International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS,  TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 


No  airline  gets  you  through 
the  airport  faster  than  TWA, 


At  TWA  we're  working  hard  to  make  flying 
easier  for  you.  TWA  is  the  only  airline  with  a  fully 
automated  check-in  system  to  whisk  you  through 
the  airport,  keeping  you  out  of  lines,  and  putting 
you  into  the  type  of  seat  you  want.  We  call  this 
program  'Airport  Express"SM—  and  it's  available  at 
every  TWA  airport  location  throughout  the  U.S. 

Round-Trip  Check-In.  A  TWA  Invention. 

At  TWA,  when  you  check  in  for  your  flight,  you 
can  get  not  just  one  but  two  boarding  passes— one 
for  your  flight  out,  and  one  for  your  return  flight. 
That  way  you  can  eliminate  standing  in  a  check-in  line 
on  your  way  back.  TWA's  Round- 
Trip  Check-In  is  the  only  proven 
system  of  its  kind,  designed  to  get 
you  through  the  airport  faster. 

Connection  Check-In. 

TWA  has  eliminated  waiting  in 
line  for  connecting  flights  as  well. 
With  our  Connection  Check-In  you 
only  check  in  once,  at  the  beginning 
of  your  trip.  At  that  time  you  can 
get  your  boarding  passes  and  seat  assignments  for 


all  TWA  connecting  flights,  as  well  as  your  return 
TWA  flight. 

Advance  Seat  Selection. 

TWA's  Advance  Seat  Selection  lets  you  choose 
your  seat  when  you  choose  your  flight.  On  any 
TWA  flight  you  can  request  a  window  seat,  an  aisle 
seat,  or  even  a  group  of  seats  together. 

If  you're  going  to  be  well-traveled, 
use  the  Card  that  travels  well. 

The  American  Express®  Card  is  welcomed 
around  the  world  for  almost  every  travel  and 
entertainment  expense— airlines,  hotels,  restaurants, 
theaters,  car  rentals,  fine  stores. 

The  American  Express  Card  also  gives  you 
access  to  Travelers  Cheque  Dispensers  plus  a  "Sign 
<?~"""~™*™""™*  &  Fly"®extended  payment  plan. 

J        If  you  don't  already  have  the 
^y)™**  I  American  Express  Card,  call 
If*—  " s  toll-free  800-528-8000  for  an 
application  or  pick  one  up  wherever  the  Card 
is  welcomed. 

The  American  Express  Card.  Don't 
leave  home  without  it*" 


You're  going  to  like  us 


Forbes 


Hth  the  stock  market  down  and  interest  rates 
Oproaching  Latin  American  levels,  even  the 
ikeover  game  is  getting  austere. 


The  return  of  the 
proxy  fighter 


By  Richard  Phalon 


^  arl  C.  Icahn,  one  of  Wall  Street's 
shrewdest  risk  arbitrageurs,  has 
*  studied  a  relic  of  the  past— the 
«y  fight — and  decided  that  it  has 
ite  a  future. 

n  a  little  under  a  year,  the  43-year-old 
ifetime  medical  student  has  launched 
1  won  two  proxy  fights — one  against 
rd  &  Warner  Mortgage  &  Realty  In- 
tors,  a  Chicago-based  real  estate  in- 
tment  trust;  the  other  against  Tappan 
.,  a  Mansfield,  Ohio  producer  of  stoves 
1  other  home  appliances, 
cahn  is  president  of  the  Big  Board 
mber  firm  of  Icahn  &.  Co.  He  is  also 
lething  of  a  one-man  trend,  bringing 
ew  dimension  to  the  old-time  proxy 
it.  His  aim  was  not  so  much  control 
Saird  &  Warner  and  Tappan  as  it  was 
force  their  sale  to  outsiders  at  a  big 
fit.  That  objective  is  already  in  sight 
h  Tappan.  It  has  just  worked  out  an 
sement  to  be  acquired  by  AB  Electro- 
i,  a  Swedish-owned  home-appliance 
ducer,  at  a  price  giving  Icahn  &.  Co. 
estimated  gross  profit  of  about  $2.6 
llion  on  the  330,000  Tappan  shares 
\iy  bought  for  around  $10.  A  staccato 
Te  creeps  into  Icahn's  ordinarily  flat 
very.  "You  can't  beat  that  kind  of 
lrn,"  he  snaps. 

:ahn  goes  on  to  say  that  while  Tappan 
heady  on  the  auction  block,  Baird  & 
'ner  needs  work  to  turn  it  around, 
/hat's  a  stockbroker  doing  in  this 
|i  of  business?  Eager  to  push  his  own 
iji  into  new  markets,  Icahn  says  of  the 
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proxy  fight  aimed  at  forcing  a  sellout:  "I 
think  the  risk/reward  ratios  there  are  a 
very  exciting  thing.  Much  better  than 
arbitrage.  It's  the  wave  of  the  future." 

Proxy  hunters  like  John  Wilcox,  a  prin- 
cipal in  Georgeson  &  Co.,  agree.  George- 
son  makes  its  living  getting  out  the 
shareholder  vote;  so  it  has  seen  the 
proxy-fight  movement  wax  and  wane.  In 
the  old  days  of  the  1950s,  ambitious  men 
like  Robert  Young  (New  York  Central 
Railroad)  and  Louis  Wolf  son  (Montgom- 
ery Ward)  launched  proxy  fights  to  per- 
suade stockholders  to  throw  out  incum- 
bent managements  and  put  them  in 
charge.  These  fights  were  rather  like 
election  campaigns:  "Vote  for  me;  I'll 
represent  your  interests  better  than 
those  other  guys."  The  objectives  have 
changed.  The  goal  many  times  now  is 
not  new  management  but  liquidation — a 
quick  death  rather  than  a  slow  one. 

"We  are  seeing  many  more  fights 
where  the  economic  incentives  are  in 
plain  sight,"  says  Wilcox.  Most  of  the 
new- wave  proxy  fights,  says  Martin  Lip- 
ton,  one  of  the  best-known  takeover  at- 
torneys, are  staged  "to  draw  attention  to 
an  undervalued  company  so  someone 
will  come  in  with  an  offer  for  it." 

That  was  certainly  true  of  Carl  Icahn's 
highly  successful  run  at  Tappan.  Others 
are  hammering  at  the  gates.  The  13  out- 
siders battling  for  election  to  the  board  of 
SCM  Corp.  over  the  protests  of  President 
Paul  H.  Elicker  have  bluntly  said  their 
aim  is  "to  dispose  of  all  the  operating 
businesses  of  SCM  and  to  distribute  the 
net  proceeds  to  shareholders."  In  recent 


years,  SCM  has  never  traded  over  $32  a 
share.  The  dissidents  argue  that  the  com- 
pany's breakup  value  is  anywhere  from 
$36  to  $47  a  share. 

The  prospects  of  gains  like  that,  in  a 
market  where  so  many  companies  are 
worth  more  dead  than  alive,  is  clearly  a 
great  vote-getter.  The  management  of 
Vornado,  Inc.  made  that  painful  discov- 
ery a  couple  of  months  ago.  Three  New 
Jersey  real  estate  developers  got  them- 
selves elected  to  the  discount  chain's 
board — hands  down — on  a  platform  call- 
ing for  the  sale  of  almost  half  of  Vorna- 
do's  Two  Guys  stores.  The  insurgents 
want  the  proceeds  earmarked  for  a 
tender  offer  that  would  sharply  reduce 
the  company's  5.3  million  outstanding 
shares. 

There  are  variations  on  the  theme. 
That  old  conglomerator  James  J.  Lingfsee 
p.  43)  headed — and  lost — a  proxy  fight 
apparently  designed  to  squeeze  Texas  In- 
ternational Co.  into  accepting  a  tender 
offer  from  a  company  in  which  he  is  a 
principal.  But  then  Ling  has  been  pretty 
well  discredited. 

It  is  an  axiom  in  military  affairs  that 
an  attacking  force  needs  an  advantage  in 
numbers  of  at  least  two-to-one  to  have  a 
reasonable  chance  of  succeeding.  So  it 
was  in  the  old-time  proxy  fight:  The 
leverage  was  with  the  defenders,  the  in- 
cumbents. They  had  the  whole  corporate 
machine  at  their  disposal.  "So  long  as 
management  was  paying  a  dividend  and 
there  wasn't  any  blatant  scandal,  stock- 
holders would  rarely  go  along  with  a  raid- 
er," says  Georgeson  &  Co.'s  John  Wil- 
cox. Not  anymore.  A  check  of  25  proxy 
actions  fought  to  a  conclusion  so  far  this 
year  puts  the  score  at  management  12, 
dissidents  13.  On  that  form,  manage- 
ment's chances  are  less  than  even  mon- 
ey. The  balance  appears  to  be  shifting 
because  the  outsiders  are  carefully  fram- 
ing the  issues,  says  Wilcox,  "in  terms  of 
the  shareholder's  pocketbook.  That's 
really  quite  novel,"  he  adds. 

The  issues  aren't  hard  to  find  and  dra- 
matize. When  Icahn  first  started  buying 
into  Tappan,  the  stock  was  trading  at 
around  8  and  had  a  book  value  of  over 
$20  a  share.  Trapped  by  an  erratic  earn- 
ings pattern  in  a  volatile  consumer-goods 
industry  it  couldn't  seem  to  get  out  of, 
the  kitchen  range  and  cabinet  producer 
was  perfect  for  almost  anyone  who  want- 
ed to  energize  stockholder  discontent. 

"It  was  selling  way  the  hell  below  book 
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and  management  had  made  some  mis- 
takes," says  Ieahn.  Equally,  however, 
"there  was  the  potential  for  better  earn- 
ings and  the  company  was  appetizing 
enough  to  be  taken  over." 

Almost  everyone  on  Wall  Street,  in- 
cluding Icahn,  thinks  that  rising  interest 
rates  will  mean  a  slowdown  in  tender 
offers,  which  require  huge  amounts  of 
borrowed  money.  Which  is  why  Ieahn 
thinks  proxy  fights  are  "the  wave  of  the 
future."  They  do  not  require  that  the 
mass  of  the  shareholders  be  bought  off, 


merely  that  they  be  persuaded  to  put  the 
proxy  fighter  in  power.  Then  he  can  try 
to  liquidate  the  company  in  his — and 
their — interest.  Proxy  fights  require  far 
less  money  up  front  than  a  tender.  The 
administrative  costs — legal  fees  and  the 
like — tend  to  be  a  lot  cheaper,  too.  They 
also  take  longer  to  push  through,  howev- 
er, and  the  results  are  far  less  certain 
than  a  tender,  but  that  doesn't  bother 
enthusiasts  like  Icahn. 

"You  have  to  be  patient,"  says  Icahn, 
"but  what's  the  risk?  I'm  tying  up  some 


Look  who's  complaining  about  arrogance 
and  stupidity  in  the  bu,reaucracy — a  liberal 
senator!  What's  going  on  here? 


.  •  A  system  that 
has  run  wild" 


By  Jerry  Flint 


You  are  dealing  with  people  who 
are  so  wound  up  in  their  own  bu- 
reaucracy that  they  begin  to  take 
power  unto  themselves  that  Congress 
never  intended.  This  is  a  monster."  That 
is  Senator  Carl  Levin  of  Michigan  speak- 
ing, the  45-year-old  Harvard  Law  School 
graduate  who  was  elected  last  year  with 
backing  from  the  state's  left-leaning 
Democratic  Party  and  the  powerful  auto 
workers  union. 

Any  businessman  might  call  Washing- 
ton's regulators  "arrogant,"  "inflexible," 
"unaccountable"  or  even  "stupid";  that 
would  be  normal.  A  conservative  politi- 
cian might  use  those  words;  no  one 
would  be  surprised.  But  when  an  aggres- 
sively liberal  U.S.  senator  uses  those 
same  four  words  to  describe  regulatory 
bureaucrats,  change  is  in  the  wind.  The 
notorious  Federal  Trade  Commission 
may  well  be  the  first  target. 

There  is  a  chance  that  the  agency's 
wings  will  be  clipped  this  year — by  slap- 
ping a  legislative  veto  over  the  FTC's 
industry-wide  trade  rules.  These  rules 
can  order  businessmen  to  do  practically 
anything,  such  as  banning  all  television 
advertising  that  might  be  aimed  at  chil- 
dren. But  Michigan's  Levin  wants  more. 
He  is  offering  a  measure  in  this  session 
that  would  impose  a  60-day  freeze  on  any 
such  regulations  by  any  of  the  agencies — 
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the  Environmental  Protection  Agency 
(EPA),  the  Department  of  Housing  and 
Urban  Development  (HUD)  and  the  De- 
partment of  Energy  (DOE) — at  the  re- 
quest of  relevant  committees  of  the 
House  of  Representatives  or  the  Senate. 
During  that  freeze,  Congress  could  veto 
the  agency  rule. 

Levin's  bill  faces  a  tough  fight.  Many 
liberals  still  tend  to  regard  as  sacrosanct 
any  agency  whose  Supposed  mission  is  to 
keep  businessmen  honest.  Thus,  in  spite 
of  strong  pressure  for  regulatory  reform 
in  the  House,  Senate  liberals  have 
blocked  any  serious  action  so  far.  But, 
says  Levin:  "More  and  more  progressive 
types  are  going  to  see  that  this  is  an 
effort  which  is  not  a  conservative  or  lib- 
eral thing  but  a  movement  to  create  ac- 
countability over  a  system  that  has  run 
wild."  He  feels  that  even  if  his  bill  should 
fail,  or  the  attack  on  the  FTC  should  fail, 
the  defeats  will  be  temporary.  "Whether 
it's  the  legislative  veto,  whether  it's  sun- 
set, sunrise  or  regulatory  analysis  to  see 
the  economic  impact  of  any  regulation,  I 
think  the  reform  is  very  clear  and  it's  not 
going  to  be  reversed  before  we  make 
some  changes." 

What  makes  a  "progressive,"  which 
Levin  calls  himself,  turn  against  the  reg- 
ulatory agencies  when  his  own  support- 
ers, consumer  groups  and  the  labor 
unions,  are  for  them?  Senator  Levin  an- 
swers in  almost  a  whisper.  He  doesn't 


money,  but  I'm  buying  assets  below  t 
and  I'm  sure  that  my  proposals  are  gj 
to  go  to  shareholders  for  a  vote." 

You  can  call  people  like  Ieahn  nai 
but  you  can't  deny  that  they  are  doi 
service  to  ordinary  stockholders  str 
ed  with  stocks  that  they  cannot  sel 
anything  like  their  real  value.  In  pus! 
his  own  interests,  Carl  Icahn  argues 
he  is  also  serving  those  of  the  ave! 
investor.  "Management  likes  to  cal 
raiders,"  he  says,  "but  the  proxy  figl 
corporate  democracy  in  action." 
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Senator  Carl  Leiin  (D-Mich.) 
"We  said,  'Go  ahead,  indict  us.' 
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pound his  fist  or  wave  his  hands  ab» 
But  his  intensity  borders  on  hatred 

"For  eight  years  I  was  a  local  offic 
president  of  the  City  Council  of  Detr 
and  I  had  to  spend  a  great  deal  of  thj 
years  fighting  the  federal  bureaucrac 
saw  those  federal  programs  so  poorly 
ministered,  administered  with  such 
flexibility,  with  such  disregard  for  c 
gressional  intent,  with  such  arroganc 
had  to  fight  HUD,  I  had  to  fight  CE 
(the  city-work-for-the-jobless  progran 
had  to  fight  the  food  stamp  people." 

He  recalled  bitterly  how  the  inept  p 
cies  of  HUD  led  to  massive  destruct 
of  neighborhoods:  10,000  to  15,000  en 
ty  houses — government-owned  eyesoi 
targets  for  arson — spreading  blight  ; 
triggering  flight  from  the  city.  But  HI 
whose  actions  had  led  to  the  mass  ab 
donment,  would  not  spend  its  mone^j 
repair  the  homes  or  tear  them  doi 
"We  went  down  there  one  Saturn 
morning  and  we  tore  down  two  hou 
HUD  houses,  without  permission," 
vin  says  in  his  quiet  voice.  "They  wi 
hulks.  We  bulldozed  them.  Their 

FORBES,  NOVEMBER  12,  1 


V::. 


PC 

bed 
He 


arap 
tprf 

ES  th 


ponse  was  to  turn  it  over  to  the  U.S. 
ittorney  for  destroying  government 
roperty  without  permission.  HUD 
lreatened  to  indict  me.  We  said  'Go 
head,  indict  us.  That  jury  is  going  to 
jnvict  HUD,  not  us.'  " 
The  charges  were  forgotten.  That  ex- 
erience  gives  the  Michigan  senator 
ime  sympathy  for  businessmen  with 
ot  dissimilar  complaints. 
The  FTC  is  the  agency  in  hottest  wa- 
r  with  businessmen  this  year  for  its 
I  !  lie-making  proposals  or  lawsuits  over: 
;ed  car  sales  (Forbes,  Dec.  11,  1978), 
baring  aids,  bans  on  advertising  aimed 
children,  funeral  homes,  the  effort  to 
eak  up  the  breakfast-cereal  industry, 
en  efforts  to  limit  public  discussion  of 
siness  pricing  [¥<mm:s  June  25). 
But  never  underestimate  the  power  of 
bureaucracy.  The  FTC  knows  how  to 
ht  back  and  fight  dirty  (see  p.  274).  It 
ows  how  to  use  the  press  and  to  put 
litical  pressure  on  the  White  House, 
ich  is,  so  far  at  least,  still  in  the  agen- 
t's corner.  The  FTC's  friends  say  that  to 
eaken  the  agency's  power  would  be  to 
•prive  the  downtrodden  consumer  of  a 
dly  needed  watchdog.  They  can  always 
g  up  someone  who  bought  a  bad  used 
>r  or  who  thinks  sugared  cornflakes  are 
lhealthy. 

Senator  Levin,  unlike  his  more  conser- 
tive  allies,  does  believe  in  many  of  the 
als  the  agencies  are  set  up  to  lmple- 
nt.  But  he  feels  that,  without  reforms 
d  controls,  these  agencies  will  become 
powerful  and  so  arrogant  that  the  peo- 
will  turn  against  the  underlying  pro- 
ms. He  says:  "We  are  going  to  lose 
se  programs.  People  will  turn  against 
m  in  toto.  I  don't  think  people  have 
^en  up  on  the  purposes  of  these  Demo- 
nic or  liberal  programs.  They  hate  the 
ay  they  are  administered." 
Regulatory  reform  has  been  a  goal  of 
e  Carter  Administration — despite  the 
;sident's  attack  on  efforts  to  curb  the 
C — but  without  some  action  from 
ingress,  progress  will  be  limited.  The 
j  ministration  can  claim  one  major  suc- 
r,s:  airline  deregulation, 
j  There  also  have  been  a  few  instances 
ismaller  isolated  successes  against  ex- 
bsive  regulation.  Coal-state  senators 
?;cessfully  lobbied  for  modification  of 
•  pollution  rules  that  would  have 
l|  bed  coal  use.  The  Occupational  Safety 
I  Health  Administration  eliminated 
pie  of  its  useless  rules.  Congress  is 
ving  in  the  direction  of  stalling  man- 
ory  installation  of  air  bags  in  auto- 
biles.  But  the  major  thrust  of  the  Car- 
Administration's  efforts  at  regulatory 
orm  seems  to  have  bogged  down.  The 
^ulatory  Analysis  Review  Group,  for 
mple,  was  set  up  early  last  year  to 
p  regulatory  agencies  from  issuing  or- 
s  that  add  excessive  costs  to  the  pri- 
e  sector.  In  18  months  it  studied  only 
jgulations,  and  if  the  cost  pressure  on 
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industry  has  eased,  few  have  noticed  it. 
Another  Carter  group,  the  Regulatory 
Council,  was  to  keep  agencies  from 
working  in  opposite  directions;  its  major 
achievement  to  date  appears  to  be  publi- 
cation of  a  calendar  of  regulations  being 
written  at  the  various  agencies. 

Nevertheless  there  are  a  few  signs  that 
the  attacks  on  agencies,  the  congression- 
al moves  toward  legislative  veto  and  the 
two  Carter  boards  are  forcing  the  agen- 
cies to  ease  up  on  rule-making.  FTC 
Chairman  Michael  Pertschuk,  for  exam- 


ple, under  attack  at  a  congressional  hear- 
ing, admitted  that  past  members  of  his 
staff  weren't  exactly  impartial — he  used 
the  word  "vendetta"  to  describe  their 
attacks  on  business. 

But  right  now  the  odds  still  favor  the 
regulators.  Even  the  effort  to  put  a  legis- 
lative veto  on  the  FTC  will  succeed  only 
if  large  numbers  of  traditionally  regula- 
tion-loving Democrats,  such  as  Levin  of 
Michigan,  turn  against  the  agency.  "This 
is  going  to  be  a  hot  battle,"  he  says.  But 
not  necessarily  a  losing  battle.  ■ 


All  that  leftover  strike-fund  money  is  burning 
a  hole  in  the  United  Auto  Workers  pockets. 


The  UAW's 
$300  million 
kitty 


Psst!  Wanna  borrow  some  money? 

With  strikes  avoided  at  GM  and  Ford, 
United  Auto  Workers  is  sitting  on  an 
unneeded  strike  fund  of  $300  million,  and 
there  are  few  legal  restrictions  on  its  use. 

"It's  mind-boggling,  $300  million," 
says  Ray  Rogers,  the  union  man  at  Amal- 
gamated Clothing  &  Textile  Workers 
who  uses  union  money  to  attack  compa- 
nies like  J. P.  Stevens.  "Tremendous  eco- 
nomic power  breeds  tremendous  politi- 
cal power,"  he  says.  You  can  almost  see 
his  mouth  watering. 

This  UAW  strike  fund  is  still  building. 
The  1.5  million  UAW  members  must 
each  cough  up  two  hours'  pay  to  the 
union  each  month — an  average  $16.50 — 
and  30%  of  that,  or  $5  a  month,  goes  to 
the  strike  fund,  or  about  $7  million  per 
month.  And  it's  three  years  before  an- 
other major  negotiating  period. 

The  Auto  Workers  aren't  accustomed 
to  having  hundreds  of  millions  of  dollars 
on  hand.  Unlike  the  Teamsters  union  or 
the  construction  unions,  the  Auto  Work- 
ers do  not  run  their  own  pension  funds. 
Generally  they  bargain  for  pension  bene- 
fits and  do  not  control  the  investments, 
arid  thus  have  avoided  the  scandal  that 
surrounds,  for  example,  the  multibillion- 
dollar  Central  States  Pension  Fund  of  the 
Teamsters.  "Walter  Reuther  said  we  just 
didn't  want  to  get  caught  up  in  the  temp- 
tation of  investing  the  pension  funds," 
recalled  UAW  President  Douglas  Fraser. 


Fraser  said  the  union's  executive  coun- 
cil hasn't  formally  discussed  the  $300 
million  fund — though  "a  few  people  are 
beginning  to  talk  about  the  possibili- 
ties." Among  the  first  thoughts:  using 
some  of  it  on  what  the  union  calls  "com- 
munication and  education." 

"Our  basic  weakness  is  our  inability  to 


UAW  President  Douglas  Fraser 
He's  not  lending  it  to  Chrysler. 

39 


communicate,"  the  UAW  president  says, 
sounding  like  almost  any  articulate  but 
frustrated  company  president.  Union 
membership  meetings  are  poorly  attend- 
ed, he  complains:  "Ken  Bannon,  Irv 
Bluestone  [two  other  key  UAW  leaders] 
and  I  could  speak  every  week  at  a  differ- 
ent local,  and  we'd  talk  to  one-half  of  1% 
of  the  members  in  a  year."  Years  ago  the 
union  sponsored  a  radio  show  ("Take  it 
easy,  but  take  it,"  was  the  closing  line), 
but  gave  it  up.  Spending  some  money  on 
television  is  a  possibility,  Fraser  says.  As 
to  using  the  money  to  influence  organiz- 
ing or  contract  settlements,  he  says:  "We 
hadn't  thought  of  it  that  way."  But  he 
probably  will.  Some  of  the  union's  hard- 
est strikes,  for  example,  are  in  small 
towns  where  they  find  the  entire  busi- 
ness community  aligned  against  them — 
and  the  police,  too.  Five  million  dollars 
kept  in  a  small  town  bank  might  change 
some  attitudes. 

"The  chambers  of  commerce,  the 
banks,  the  insurance  companies,  it's  a 
money  circle,"  says  Rogers  of  the  cloth- 
ing workers.  A  hefty  balance  in  a  local 
bank,  some  business  with  local  insur- 
ance sellers  and  a  recalcitrant  factory 
owner,  not  the  union,  could  be  under 
pressure  to  bend.  Rogers'  well-publicized 
tactics — threatening  cash  withdrawals 
from  banks  or  pension  fund  changes — 
forced  a  Stevens  executive  off  the  board 
of  giant  Manufacturers  Hanover  Corp., 
and  the  head  of  New  York  Life  Insurance 
Co.  off  the  Stevens  board. 

"I  could  devise  a  whole  organizing 
strategy  around  that  kind  of  money," 
says  Rogers,  speaking  of  the  UAW  kitty. 
If  Rogers  seems  cynical  about  most  busi- 
nessmen's dedication  to  free-enterprise 
principles,  hasn't  his  threat  of  boycott 
brought  mighty  Manny  Hanny  and  New 
York  Life  into  line?  But  union  men  know 
when  to  play  down  their  dollar  assets, 
too.  When  the  UAW's  Fraser  is  ques- 
tioned about  any  cash  the  Auto  Workers 
could  throw  to  financially  troubled 
Chrysler,  he  tries  to  keep  the  talk  cen- 
tered on  the  pension  funds  (there  is  about 
$850  million  in  UAW-Chrysler  pension 
funds).  Fraser  says  he  has  no  objection  to 
seeing  much  of  that  money  (which 
doesn't  belong  to  the  union  anyway)  in- 
vested with  or  loaned  to  Chrysler — as 
long  as  the  government  guarantees  that 
the  pensioners  couldn't  lose  a  penny. 
Quite  clearly,  however,  he  has  no  inten- 
tion of  letting  the  union's  strike  fund  be 
used  in  such  softheaded  ways. 

"There's  a  question  in  my  mind  about 
taking  money  that  was  to  go  for  all  work- 
ers and  using  it  to  help  one  company," 
says  Fraser.  Some  might  question  wheth- 
er money  that  belongs  to  "all  the  work- 
ers" should  be  spent  for  propaganda  or 
economic  leverage — but  let's  admit  it, 
that's  how  businessmen  and  bankers  use 
stockholders'  and  depositors'  money, 
too.  At  any  rate,  the  existence  of  all  this 


money  presents  a  real  problem  for  the 
UAW,  which  never  before  had  $300  mil- 
lion to  sit  on.  It  could  require  a  more 
sophisticated  investing  operation  and 
particular  care  if  the  union  wants  to 
avoid  seeing  its  social  activism  corrupted 
by  money. 

One  UAW  official,  thinking  of  this 
problem,  told  the  story  of  the  super- 


smart  dog,  sent  with  $5  in  his  mout 
buy  a  hamburger  and  Coke  for  his  ow 
When  the  dog  didn't  return,  the  ow 
and  a  friend  went  searching.  They  fo 
him  nuzzling  a  female  instead.  "Ai 
thought  he  was  so  smart,"  said  the  di 
pointed  owner.  "Remember,"  said 
sympathetic  friend,  "he's  never 
money  before."  ■ 


By  Jefferson  Grigsby 


Raytheon  will  pay  a  huge  price  for  Beec 
Aircraft;  Gifford-Hill  offers  twice  book  vali 
for  Amcord.  Whafs  all  this  got  to  do  with  Dai 
Wallace  and  Bangor  Punta  Corp.? 


Why  is  this 
man  happy? 


tion.  His  early  days  in  the  company  w 
largely  spent  in  slimming  the  operat 
down  to  a  solid  core  of  companies  1 
Smith  &  Wesson — and  fighting  a  lo 
costly  lawsuit  to  win  Piper  against  a  ri 
bid  from  Chris-Craft  Industries.  His  o 
acquisitions  have  been  minor — with  c 
exception,  which  he  objects  to  calling 
acquisition.  Since  1977  Bangor  Punta 
been  buying  stock  in  Lone  Star  Ind 
tries,  the  U.S.'  biggest  cement  compa 
whose  corporate  headquarters  are  c 
floor  above  Bangor's  in  a  steel-and-gl 
building  in  Greenwich,  Conn.,  £ 
whose  chairman  and  largest  individi 
stockholder,  James  E.  Stewart  (Fohb 
Dec.  11,  1978),  is  also  vice  chairman  a 
largest  stockholder  of  Bangor  Pun 
Most  of  Bangor  Punta's  610,000  Lc 
Star  shares — 6%  of  those  outstanding 
were  bought  from  Stewart.  Walla 
Stewart  and  two  other  Bangor  Punta 
rectors  sit  on  both  boards. 

So  far,  Bangor  Punta  has  invest 
$10.'8  million  in  those  610,000  shar 
and  last  month  the  company  filed  a  1 
with  the  Securities  &  Exchange  Co 
mission  stating  it  might  ultimately  b|o;; 
30%.  This  will  take  some  doing:  Ban;. 
Punta  is  already  highly  leveraged,  wi 
long-term  debt  about  equaling  comm 
stockholders'  equity.  Why  is  Bangor  wi 
ing  to  stretch  to  buy  this  cement  col 


When  David  W.  Wallace,  55,  the 
towering  (6'4"),  bespectacled 
former  lawyer  who  heads  Ban- 
gor Punta  Corp.,  heard  that  Raytheon 
would  pay  $590  million  to  buy  Beech 
Aircraft,  he  must  have  smiled  with  satis- 
faction— maybe  even  laughed.  Why? 
Wallace  had  the  foresight  to  buy  Beech's 
smaller  rival,  Piper  Aircraft,  for  only 
$116  million.  Today  Piper  contributes 
more  than  half  the  sales  and  net  earnings 
of  the  parent  conglomerate.  True,  Beech 
earns  half  again  as  much  as  Piper,  but  it 
is  return  on  investment  that  counts.  In 
Piper,  Bangor  is  reaping  some  18.5%  on 
its  original  investment. 

Although  small  as  conglomerates  go, 
Bangor  Punta  is  an  unusually  solid  one. 
Its  Piper  subsidiary  is  number  three  in 
sales  (after  Cessna  and  Beech,  respective- 
ly) in  general  aviation.  Through  its  Smith 
&  Wesson  subsidiary,  Bangor  Punta  is 
the  nation's  number-one  handgun  mak- 
er. Through  its  recreational  products 
group  it  is  number  one  in  sailboats  25 
feet  and  up,  camping  trailers  and  alumi- 
num powerboats,  and  through  its  West 
Coast  Producers  Cotton  Oil  subsidiary  it 
is  number  two  in  cottonseed  processing. 

Wallace,  a  former  Wall  Street  lawyer 
with  White  &  Case,  is  not  your  typical 
conglomerator.  He  was  brought  into  the 
company  in  1968  to  help  organize  a  grab 
bag  of  acquisitions  thrown  together  by 
dealster  Nicolas  Salgo  around  the  corpo- 
rate shells  of  a  since-sold  Maine  railroad 
and  an  expropriated  Cuban  sugar  planta- 


pany?  "The  real  reason  for  acquiring  * 
position  in  any  company,"  says  Wallao  ft 
"is  that  you  feel  you  see  something  t 
rest  of  the  world  doesn't." 

What  doesn't  the  rest  of  the  world  se  q 
Jimmy  Stewart's — and  Dave  Wallace's 
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rat  Igor  Punta  Chairman  and  Chief  Executive  David  W.  Wallace 
i  best  debt  is  "comfortable  debt,"  and  nothing  is  more  comforting  than  some  undervalued  assets.  But  it  took  years  of 
esting,  and  a  ruling  by  the  V.S.  Supreme  Court,  to  get  there. 


:;  husiastic  belief  in  the  future  of  ce- 
nt. Stewart  sold  off  Lone  Star's  build- 
centers,  his  original  business,  for 

2  million,  largely  to  help  finance  a 

0  million  expansion  to  increase  Lone 
's  capacity  30%  in  the  next  few 

;  rs,  to  over  9  million  tons. 

raditionally,  cement  is  a  boom-and- 
U  t  business.  Its  demand  is  expected  to 
bout  3%  annually  over  the  next 
years.  But  some  very  smart  people, 
e  wart  and  Wallace  among  them,  think 
t  modern,  well-located  cement  plants 
f  an  excellent  chance  of  becoming 
mines  in  the  1980s.  Merrill  Lynch 
yst  Jonathan  Goldfarb:  "The  eco- 
ics  of  expanding  cement  capacity 
pretty  dismal.  And  already  there  is 
ugh  old  and  tremendously  energy-in- 
lent  production  in  the  cement  indus- 
.   so  that  net  additions  to  capacity  go- 
nto  the  1980s  will  probably  not  keep 
e  with  expansion  of  demand,  as  slow 
lat  may  be.  Ultimately  you'll  find  the 

1  of  spot  shortages  that  appeared  in 

3  showing  up  on  a  long-lasting  basis, 
the  efficient  .companies — and  there 
remendous  differences  in  this  indus- 
-it  will  leverage  into  some  huge  in- 
ses  in  earnings." 

s  the  old  principle  of  leverage.  If  sup- 
grows  more  slowly  than  demand, 
i  if  demand  itself  grows  slowly,  the 
ard  pressure  on  earnings  can  be  tre- 
dous  because  the  business  is  only 


Piper's  new  Tomahawk  trainer 
A  long  fight  and  well  worth  it. 

moderately  price-sensitive;  when  a 
builder  needs  cement,  he  needs  cement. 
Goldfarb,  who  considers  Lone  Star  the 
best  of  the  big  cement  companies,  fig- 
ures that  "doubling  or  tripling"  of  earn- 
ings is  not  impossible.  Think  what  that 
means.  Lone  Star  could  earn  $50  million 
this  year  without  the  building  centers — 
$5  a  share  (Goldfarb  projects  $4.85).  Dou- 
bling that  would  produce  earnings  of 
$100  million,  or  $10  a  share  on  a  stock 
that  recently  sold  for  just  23. 

What  happens  next  year,  when  cement 
could  be  in  some  trouble  with  a  decline 
in  housing  and  construction  and  when 
general  aviation  demand  could  slip,  too? 
Bangor  Punta  could  have  a  fairly  sharp 
earnings  decline,  from  this  year's  prob- 
able $5.63.  How  serious  would  this  be  for 
such  a  highly  leveraged  outfit? 

So  far  as  the  stock  is  concerned,  there 
is  considerable  downside  protection,  in 
part  because  the  market  is  capitalizing 


current  year's  earnings  at  a  multiple  of 
just  four.  Okay,  but  how  about  all  that 
debt?  Last  year  Wallace  raised  $90  mil- 
lion in  two  issues  of  subordinated  deben- 
tures. He  used  $57  million  of  that  money 
to  pay  off  short-  and  long-term  debt.  Says 
Wallace:  "I'd  rather  have  higher  debt 
when  it's  public  debt,  comfortable  debt, 
than  to  be  financing  long-term  on  bank 
loans  as  Bangor  used  to  do." 

Wallace  goes  on  to  argue  that  simply 
looking  at  debt-to-equity  ratios  is  too 
simple.  He  makes  a  good  point.  If  you 
look  at  the  real  worth  of  Bangor's  under- 
lying assets,  the  debt  burden  suddenly 
appears  quite  moderate.  Take  the  hold- 
ings in  Lone  Star.  Another  cement  com- 
pany, Amcord,  is  being  sold  for  twice 
book  value — in  cash  (Forbes,  Oct.  29) — 
whereas  Bangor  bought  its  Lone  Star 
stock  below  book  value. 

That's  only  a  start.  Do  some  figuring. 
If  Beech  Aircraft  is  worth  nearly  $600 
million  to  an  acquisitor — 15  times  earn- 
ings— Piper  at  15  times  earnings  would 
be  worth  $300  million.  With  that  much 
money  you  could  pay  off  all  of  Bangor's 
debt,  and  after  taxes  end  up  with  $20  a 
share  in  cash  and  continue  to  own  Smith 
&  Wesson  and  all  the  other  subsidiaries 
free  and  clear.  Looked  at  this  way,  Ban- 
gor's book  value  would  be  more  like  $52 
a  share,  not  $32. 

Not  that  Dave  Wallace  plans  to  liqui- 
date, but  you  can  see  why  he's  smiling.  B 
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Eighty  years  ago  Aron  Gordon's  father  came 
to  the  U.S.  and  later  started  a  jewelry  store. 
Now  there  are  many  Gordons  and 500  stores. 


So,  the  streets 
were  paved 
with  gold 


A ron  Gordon,  67  and  chief  execu- 
tive officer  of  Gordon  Jewelry 
Corp.,  leans  across  an  oak  table  in 
his  plush  Houston  offices  and  points  a 
bony  finger.  "I  was  watching  Johnny 
Carson  on  TV  the  other  night,  and  this 
actor,  Peter  Falk,  comes  on.  He's  got  his 


shirt  open  at  the  collar  and  he's  wearing 
two,  maybe  three,  chains  around  his 
neck.  I  couldn't  tell.  And  he's  got  a  watch 
on.  Why,  you  couldn't  buy  that  kind  of 
publicity.  He  was  on  for  seven  minutes." 

Aron  Gordon  smiles.  He  has  good  rea- 
son to.  Americans  have  gone  jewelry 


Aron  Gordon  (top)  at  the  opening  of  his  500th  store 

He  has  a  funny  kind  of  Midas  touch— it  turns  gold  into  greenbacks. 
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mad  and  Gordon  Jewelry's  sales  1 
more  than  doubled  in  the  past  five  y 
(to  $362  million  in  the  fiscal  year 
ended  Aug.  31).  Its  earnings  have  t 
far  better  than  that.  They  have  tril 
since  1973  to  $27  million.  In  this  U 
year,  the  company  earned  a  powc 
21%  return  on  its  stockholders'  cqui 

They  call  him  "Mr.  Aron"  to  di: 
guish  him  from  his  two  sons  and 
brother  Harry,  who  are  also  in  the  r. 
ness.  Mr.  Aron  isn't  one  to  throw  arc 
business-school  terms  or  econom 
jargon  to  explain  his  company's  good 
tune.  He  prefers  to  answer  question 
telling  stories.  He  throws  out  anot 
about  Sugar  Ray  Leonard  wearing 
pieces  of  jewelry  on  the  cover  of  The . 
York  Times  Magazine.  Then  there's 
stuffy  doctor,  starting  to  wear  his  cc 
open  to  display  a  gold  chain 

What  with  all  those  actors,  sports 
ures,  doctors  and  ordinary  people  be 
ning  to  think  of  jewelry  not  as  an  id 
gence  but  as  an  investment,  Gordon  J 
elry  has  just  opened  its  500th  store.  It 
come  a  long  way  from  1905  when  M< 
Gordon,  Aron's  father,  started  the  c 
pany  in  a  corner  of  a  small  general  s 
in  Houston.  Why  Houston?  When 
came  to  the  U.S.  from  Lithuania  it 
$5  cheaper  to  take  a  returning  col 
boat  from  Hamburg  to  Texas  than  it 
to  ride  a  ship  to  Ellis  Island. 

Unlike  Zale  Corp.,  its  biggest  comp 
tor,  Gordon  Jewelry  has  stayed  aln 
exclusively  in  the  jewelry  busin 
Why?  Aron  Gordon  shrugs.  The  ans 
seems  obvious  to  him:  "That's  what 
understand.  Why  get  into  something 
don't  understand?" 

It's  a  straightforward  business.  Gor 
deals  almost  exclusively  in  diamoi 
gold  and  watches.  Of  its  sales,  65% 
on  credit — a  time-honored  practice 
the  high-ticket  jewelry  business 

With  the  prime  rate  up  into  unknc 
territory,  Gordon  doesn't  make 
money  on  the  credit  accounts.  If 
prime  stays  at  14.5%  for  the  next 
months,  the  company  figures  it  will 
over  $500,000  on  the  credit  operati 
But  that's  not  how  Aron  Gordon  look 
it:  "I  figure  it's  worth  the  money  to  k 
the  customers  on  the  books.  Figun 
this  way:  If  they  pay  off  Master  Cha 
then  every  month  they're  making 
the  checks  to  Master  Charge.  If  they 
us  every  month,  then  when  it's  time 
purchase  that  next  piece  of  jewe; 
they'll  think  of  us."  Gordon  even  gi 
credit  to  18-year-olds  with  steady  job 
he  doesn't  want  to  take  the  chance 
letting  them  get  away. 

If  possible,  Gordon  would  like  to 
them  even  younger.  "Kids  all  wan 
watch  today,"  he  says  with  a  smi 
"You'd  be  amazed,  these  five-  and 
year-olds — they  may  break  the  watcl 


week  later,-  they  don't  particularly  car 


it  runs — but  they  want  a  watch." 
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That's    one    of    Gordon  Jewelry's 
Strengths.  Stores  like  Tiffany  can  be  a  bit 
1  ntimidating.  Gordon  just  loves  the  18- 
/ear-old  buying  a  $35  ring  for  his  girl 
riend,  or  a  6-year-old  choosing  a  $15 
Timex.  Of  the  more  established  jewelers 
<vith  their  carriage- trade  traditions,  Gor- 
don's W.  Lowry  Barfield,  senior  vice 
resident  of  finance,  has  this  to  say: 
'You  know,  they  have  those  big  granite 
:  acades  and  big  heavy  doors  and  people  of 
noderate  means  are  afraid  to  go  in." 
Gordon  breaks  its  stores  down  into 
l[our  basic  types: 

•  "Contemporary  stores,"  which  rep- 
esent  about  38%  of  the  company's  sales, 
ike  almost  all  of  Gordon's  outlets,  they 
re  located  primarily  in  malls  and  are 
iry,  open  places.  They  aim  primarily  at 
he  18-to-35  market.  Blue  jeans  and  blue 
ollars  are  welcome. 

•  "Traditional  stores,"  which  account 
jr  30%  of  sales.  These  are  prestigious, 
ame  operations  like  Lawton  Jewelers  in 
lorida  or  J.  Herbert  Hall  in  California, 
Nevada  and  Washington  which  Gordon 
as  acquired  over  the  years.  Gordon 
eeps  the  original  name  (no  sense  wiping 

Jut  maybe  100  years  of  goodwill)  and 
oesn't  make  a  point  of  telling  the  cus- 
3mers  that  these  stores  are  now  part  of  a 
•  ationwide  chain.  These  outlets  carry 
lore  high-priced  merchandise  than  the 
antemporaries — for    example,  $5,000 
3  :olex  watches.  But  they  also  carry  many 
the  same  products  as  the  less  classy 
tores  and  at  the  same  prices. 
1  •  Catalog  showrooms,  with  25%  of 
•lies.  Though  62%  of  the  catalog  show- 
i' boms'  sales  are  in  nonjewelry  items, 
l  ordon's  real  purpose  for  the  showrooms 
i  to  move  jewelry.  They  carry  jewelry 
:  '  milar  to  that  in  the  other  stores.  At  a 
1  iiscount?  Not  really.  This  is  what  is 
illed  "merchandising."  The  customer 
•es  a  toaster  selling  at  a  discount  from 
*'  kail  and  figures  that  the  diamond  ring 
c  fir  the  watch  is,  too. 

i!  [  •  Leased  outlets  in  department  stores. 
!du  guessed  it:  many  of  the  same  prod- 
:ts  at  the  same  prices,  but  for  the  cus- 
imer  who  wants  to  feel  he's  shopping  in 
Itrendier  store. 
The  four  segments  do  overlap  some- 
hat,  yet  Gordon  will  actually  put  all 
JJur  kinds  of  stores  in  one  mall,  as  it  does 
m  the  giant  Memorial  City  shopping 
;i|  nter  in  Houston.  That's  what  you  call 
iriarket  segmentation.  Alfred  Sloan  pio- 
itifcered  it  at  General  Motors  and  Neil  H. 
McElroy  at  Procter  &  Gamble.  Cadillac 
nwmpetes  with  Buick  and  Buick  com- 
h  tes  with  Chevrolet;  by  segmenting  the 
market  you  blanket  it.  Though  Aron 
jlprdon  hasn't  read  My  Years  With  General 
mtors,  he  has  been  in  the  jewelry  busi- 
vjftss  for  50  years  and  he  knows  what 
jtarks.  He,  may  not  have  gone  to  Harvard 
jiisiness  School,  but  he  could  well  be 
ji  aching  there. 
To  keep  up  with  the  jewelry  boom, 


Gordon  opened  64  new  stores  last  year 
and  plans  a  similar  number  this  year  and 
next.  With  that  kind  of  growth,  the  firm 
should  break  the  $500  million  mark  two 
years  out. 

These  are  shrewd  businessmen.  Aren't 
they  worried  about  tight  money  and  the 
impending — or  ongoing — recession?  Mr. 
Aron  points  his  finger  again:  "You  can't 
tell  me  that  people  are  going  to  stop 
buying  engagement  rings  or  anniversary 
gifts — and  that  kind  of  thing  is  the  ma- 
jority of  our  business." 

Son  James — a  Texas  University  gradu- 
ate— in  charge  of  merchandising  puts  it 
nicely:  "When  John  Doe  gets  married,  he 
doesn't  care  what  the  Dow  Jones  is." 

What  if  John  Doe  or  his  wife  Jane  lose 
their  jobs?  Does  that  worry  the  Gordons? 
Not  enough  to  slow  down  their  expan- 
sion, and  remember  this:  It's  their  own 
money  they  are  playing  with.  Between 


the  Gordons  and  Aron's  brother-in-law, 
Isadore  L.  Miller,  the  family  still  owns 
40%  of  the  5.5  million  shares.  The  ten-  j 
man  board  contains  four  Gordons  and 
one  Miller. 

Like  a  good  many  businessmen  the 
Gordons  suspect  that  inflation  is  going 
to  remain  the  big  problem,  not  deflation- 
depression.  Inflation  works  in  their  fa- 
vor. Aron  Gordon:  "Well,  of  course,  we 
don't  encourage  them  to  buy  jewelry  as 
an  investment.  They  buy  it  for  decora- 
tive value,  or  emotional  value.  But  then 
it  retains  its  worth.  How  much  is  that 
ten-year-old  Cadillac  worth  compared  to 
what  you  bought  it  for?  But  a  ten-year- 
old  diamond — it  may  well  have  increased 
in  value. 

"And  you  know,  when  I  get  in  my  car, 
the  first  thing  I  hear  on  the  radio  is  gold, 
gold,  gold.  Everybody  talks  about  gold. 
It's  wonderful.'  ■ 


In  which  Peter  Grace  revives  an  old  Jimmy 
Ling  idea — but  with  an  important  switch. 


The  spinoff 
gambit 


By  John  Merwin 


J.  Peter  Grace  doesn't  feel  appreciated. 
It  is  not  that  Grace  is  underpaid  or  inse- 
cure, mind  you.  Last  year  he  drew  down 
$510,000  as  CEO  of  W.R.  Grace  &  Co.,  a 
position  he's  held  since  1945.  The  prob- 
lem is  Grace's  stock,  trading  for  only  7Vi 
times  estimated  1979  earnings. 

Only  7V2  times?  Isn't  that  above  the 
Dow's  multiple  and  aren't  literally  hun- 
dreds of  Big  Board  stocks  in  worse 
shape?  Yes,  but  you  know  what  CEOs 
are  like,  especially  when,  like  Grace, 
their  name  is  on  the  building — in  fact,  on 
lots  of  buildings. 

Grace  has  decided  the  trouble  is  that 
people  think  of  Grace  as  a  conglomerate, 
and  so  he's  thinking  of  starting  a  trend — 
or  reversing  one,  rather. 

As  has  been  reported  in  the  dailies,  the 
W.R.  Grace  board  is  considering  dividing 
the  $4.3  billion  conglomerate  into  five  to 
seven  separate  companies  by  spinning 
off  stock  in  new  companies  to  Grace's 
shareholders.  Instead  of  one  share  of 


Grace  Chairman  J.  Peter  Grace 

Are  parts  worth  more  than  the  whole? 
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W.R.  Grace,  for  instance,  a  shareholder 
would  own  stock  in  at  least  five  new 
Grace  specialty  companies:  two  chemi- 
cal, one  fertilizer,  a  natural  resource  com- 
pany and  at  least  one  retailer.  His  hope  is 
that  several  of  these  would  sell  for  10  to 
15  times  earnings,  far  better  than 
Grace's  P/E  of  7Vz.  "In  a  way  it's  admit- 
ting defeat,"  Grace  concedes.  "If  W.R. 
Grace  can't  be  recognized  like  GE  [P/E  9] 
or  3M  [P/E  1 1  ],  for  instance,  then  we  may 
have  to  break  up  the  company." 

In  fact,  Grace's  idea  is  the  old  "sum-of- 
the-parts-is-worth-more-than-the- 
whole"  game,  played  deftly  from  time  to 
time  by  other  cagey  businessmen. 

Some  companies  have  played  the 
breakup  game  simply  to  outpoint  the  an- 
ticonglomerate  stock  market.  Take 
Kirby  Industries  of  Houston.  Disgusted 
with  a  $15-per-share  stock  price,  Kirby 
directors  announced  in  1974  they  would 
sell  off  or  spin  off  the  miniconglomer- 
ate's  various  parts.  They  did,  and  today 
Kirby  shareholders  have  $63  in  cash  and 
stock  per  original  share,  plus  almost  $4 
per  share  more  in  a  liquidating  trust. 

Heaven  knows,  conglomerators  have 
worked  hard  to  revive  market  interest. 
Gulf  &  Western  spent  $3.3  million  last 
year  running  its  64-page  annual  report  as 
a  special  insert  in  Time.  Greyhound 
spends  millions  annually  trying  to  con- 
vince the  financial  community 
that  it's  something  sexier  than 
the  bus  line  that  generates  about 
20%  of  the  conglomerate's  prof- 
its. And  currently,  an  insurgent 
band  of  SCM  shareholders  is 
trying  to  take  over  SCM  (P/E  5) 
so  it  can  sell  off  the  assets, 
which  investment  banker  Bear, 
Stearns  &.  Co.  thinks  may  be 
worth  twice  the  current  market 
price  of  21. 

All  in  vain.  As  far  as  market 
fashion  is  concerned,  conglom- 
erates belong  to  the  age  of 
above-the-knee  women's  skirts. 
Today  most  analysts  regard 
them  the  way  Vidal  Sassoon 
does  flattop  haircuts.  AM  Inter- 
national Chairman  Roy  Ash — a 
cofounder  of  Litton  Industries,  a 
leading  conglomerate  of  the  Six- 
ties and  dog  for  much  of  the 
Seventies — remembers  better 
days.  "During  the  Sixties  inves- 
tors wanted  to  make  a  long- 
term  bet  on  management,"  Ash 
explains,  referring  to  the  then- 
popular  notion,  subsequently 
proved  wrong,  that  great  man- 
agers could  manage  anything. 
"Today,"  Ash  says,  "investors 
want  to  place  their  short-term 
bet  on  specific  products  and 
markets.  They  want  to  bet  on 
the  pure  play." 

By  dividing  Grace  into  five  to 
seven  companies,  Peter  Grace 


would  be  giving  people  pure  plays.  F. 
Eberstadt  &.  Co.'s  Bruce  Heim  figures 
Grace  currently  has  more  than  $80  per 
share  in  assets,  not  counting  the  fast- 
growing  retail  businesses.  Which- is  not 
bad  for  a  stock  that  recently  sold  for  35 
and  one  which  Cyrus  J.  Lawrence  ana- 
lyst Paul  Miles  thinks  will  earn  $9  a 
share  by  1983. 

There  are  certainly  some  good  reasons 
to  "deconglomerate"  besides  merely  giv- 
ing in  to  the  "pure-play"  stock  market 
fad.  One  reason  is  Wall  Street,  where 
analysts  often  aren't  willing  to  grapple 
with  the  complexities  of  an  entire  con- 
glomerate. What  analysts  don't  under- 
stand, they  are  not  likely  to  recommend. 

Here's  another  good  reason:  Execu- 
tives at  each  spunoff  corporation  could 
have  their  own  stock  options,  a  very 
strong  management  incentive.  In  a  con- 
glomerate, say,  you  manage  the  widget 
division.  You  have  a  banner  year  but  the 
gidget  division  is  dragging.  You've  done 
well  for  your  company  but  the  stock  goes 
nowhere.  That's  one  reason  why  last 
year  top  management  at  moviemaker 
United  Artists  walked  out  of  parent  com- 
pany Transamerica  (P/E  5)  after  futilely 
demanding  a  spinoff. 

But  here's  the  crux.  Should  conglomer- 
ates really  "deconglomerate"  merely  be- 
cause they  are  running  against  a  stock 


market    fad?    Remember,    when  L 
merged  into  Transamerica  in  1967, 
was  Transamerica  that  sported  the  P/E 
15.  UA's  was  a  piddling  8.  Who's  to  Si 
conglomerates  won't  return  to  favor? 

By  deconglomerating,  compani 
would  be  surrendering  some  attracti ' 
advantages- — ease  of  centralized  borro' 
ing  and  pension  funding,  plus  the  abili 
to  use  mature  subsidiaries  to  feed  cas 
hungry,  younger  ones.  Crowell  Weedi 
&  Co.'s  Teledyne  watcher  Robert  Har 
see  believes  market  interest  in  conglor 
erates  will  revive  during  the  next  it 
years.  "It's  been  proven  over  time  th 
one  company  operating  in  a  variety 
businesses  will  do  better  than  anoth 
single-line  company,"  Hanisee  explair 
"When  you've  got  a  better  mousetrap, 
it  rational  to  tear  it  apart?" 

Even  if  Grace  decides  to  split  up, 
won't  be  easy.  The  thorniest  problem 
apportioning  the  debt.  George  Scharffc 
berger  at  City  Investing  Co.  says  tha 
the  principal  reason  the  spinoff  solutic 
is  impractical  at  his  holding  compan 
which  trades  at  a  hefty  discount. 

Grace  thinks  he  has  licked  the  pro 
lem  of  corporate  staff  loss  by  proposii 
himself  as  CEO  for  each  of  the  new  cor 
panies,  charging  each  one  for  a  centr 
corporate  staff  of  lawyers,  and  so  fort 
Grace  also  has  one  other  advantage. 

German  company,  the  Flic 
Group,  controls  enough  Grai 
stock  to  prevent  takeover  of  tl 
spunoff,  pure-play  companie 
Otherwise  they  could  land 
another  parent  company's  arm 
as  Olinkraft  did  this  year  wht 
lohns-Manville  bought  it,  4 
years  after  Olinkraft  was  spi 
out  of  Olin  Corp. 

If  all  this  spinoff  busine 
sounds  faintly  familiar,  it  is.  R 
call  that  the  master  of  conglor 
erate  leverage,  James  Ling,  d 
something  similar  in  the  midd 
Sixties — but  with  a  critical  di 
ference.  He  sold  the  public  10' 
of  a  subsidiary  to  set  a  mark 
value  for  the  remaining  90% 
its  stock.  Then  he  borrowc 
against  that  remaining  90% 
finance  another  acquisitio 
Without  the  leverage  featur 
it's  not  Ling's  game. 

The  spinoff  idea  originate 
not  with  Grace  himself,  bi 
with  outside  analysts.  Ther 
fore,  he  may  be  simply  floating 
trial  balloon.  In  any  case, 
would  take  several  years  to  e: 
ecute  the  strategy. 

Perhaps  by  then  conglome 
ates  will  be  back  in  favor.  If  no 
and  if  the  Grace  gambit  su> 
ceeds,  heads  will  turn  at  Gulf 
Western  in  New  York,  Littc 
Industries  in  California  and  lo 
of  boardrooms  between.  ■ 
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The  car  behind  the  mystique. 


There  are  great  road  cars.  There  are  great  luxury  cars. 
Eldorado  1980  is  both.  On  one  hand,  there's  the 
mystique  of  Eldorado.  Like  that  of  the  Eldorado 
Biarritz  shown.  The  excitement.  Flair.  Pleasure.  And 
pride.  On  the  other  hand,  there's  the  car  behind  the 
image.  A  superbly  designed,  front-wheel  drive 
automobile  built  to  pull  you  through — in  rain,  sleet  or 
snow.  Altogether,  one  of  the  best  engineered  cars  in 
the  world.  And  even  more  so  for  1980. 

New  Digital  Electronic-Fuel-Injected  Engine 

.  .  .  which  maintains  a  constant  idle  speed  regardless 
of  weather,  load  or  altitude.  Nerve  center  of  this  new 
engine  is  a  sophisticated  new  form  of  EFI  called 
Digital  EFI,  a  Cadillac  exclusive.  Operating  with 
digital  accuracy,  two  electronically  controlled 
injectors  meter  a  precise  mixture  of  fuel  and  air  to  the 
engine.  For  California,  5.7  liter  EFI  engine  is  standard. 

New,  on -hoard  computer  diagnostics  to  help 
take  the  guesswork  out  of  servicing.  This 
system,  again  a  Cadillac  exclusive,  enables  a 
Cadillac  service  man  to  find  and  correct  a  number  of 
possible  problem  areas  quickly.  Activated  by  two 
push  buttons,  the  diagnostic  system  displays  a 
coded  number  for  the  area  needing  attention. 
Standard  with  Digital  EFI. 

New  Electronic  Climate  Control  System  with 
digital  accuracy.  With  a  touch  of  a  button,  you  can 
change  temperature  setting  as  precise  as  one 
degree.  The  system  itself  has  one  of  the  highest 
cooling  capacities  found  anywhere  on  any  car. 

To  help  make  you  a  more  efficient  driver . . . 

Another  Cadillac  digital  feature  for  1980  is  the  MPG 
Sentinel — standard  with  Digital  EFI.  Instantaneous 
miles  per  gallon  is  shown  continuously  to  the  nearest 
mpg.  Push  a  button  and  it  displays  your  average 
mpg  for  your  trip,  to  the  nearest  1/10  of  a  mile. 

Almost  every  advanced  electronic 
convenience  is  standard.  Utilizing  electronics, 


...one  of  the  best  engi 


Eldorado  seems  to  respond  to  your  every  need  .  .  . 
your  every  wish.  Almost  anticipating  them.  From  new 
Digital  Electronic  Fuel  Injection  to  Electronic  Level 
Control.  From  the  Digital  Electronic  Climate  Control 
System  to  Twilight  Sentinel  that  automatically  turns 
lights  on  and  off  in  response  to  outside  lighting 
conditions.  And  on  it  goes  .  .  . 

Front-wheel  drive  for  traction  and  added 
roominess.  Eldorado,  one  of  the  cars  that 
pioneered  modern  front-wheel  drive  in  the  U.S.,  is  still 
one  of  its  finest  expressions.  Because  the  engine's 
weight  is  over  the  wheels  that  drive  the  car,  there  is 
impressive  traction  in  a  wide  variety  of  weather 
conditions.  And  since  the  floor  is  virtually  flat  with 
front-wheel  drive,  there's  added  roominess,  too. 

World-class  in  engineering.  Almost  every  system 
— every  detail— contributes  to  the  world-class  status 
of  Eldorado  1980.  Including  four-wheel  independent 
suspension  for  ride  control.  Four-wheel  disc  brakes 
that  adjust  automatically  with  every  application.  Quick 
ratio  power  steering  that  contributes  to  maneuver- 
ability in  city  driving  and  parking.  Permanently 
sealed  wheel  bearings  that  never  need  lubrication. 
And  much  more.  Even  side  window  defoggers 
are  standard. 

Available  Diesel-powered  Eldorado  with  an 
EPA  estimate  of  (21)  mpg  and  31  mpg  highway. 

Multiply  these  estimates  by  Eldorado's  Diesel  fuel 
tank  rating  of  23  gallons  for  an  estimated  driving 
range  of  (^l^)  miles  and  an  estimated  highway  range 
of  713  miles.  Remember:  Use  the  circled  estimated 
mpg  for  comparison  to  other  cars.  Your  mileage  and 
range  depend  on  your  speed,  trip  length  and  weather. 
Your  actual  highway  mileage  and  range  will  probably 
be  less  than  the  highway  estimates.  In  Calif.,  Diesel 
engine  not  available  at  time  of  printing.  Eldorados  are 
equipped  with  GM-built  engines  produced  by  various 
divisions.  See  your  Cadillac  dealer  for  details.  And  to 
buy  or  lease  the  Eldorado  of  your  choice. 


cars  in  the  world. 
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THE  COMPUTER 


~)nce  upon  a  time,  there  were  two  proud  and  asset-rich  western 
tailroads.  But  one  day  the  Santa  Fe  woke  up  and  found  the  Union 
pacific  had  left  it  far  behind.  It  was  a  healthy  shock. 


How  the  Santa  Fe 
woke  up 


By  James  Cook 


hicago's  Atchison,  Topeka  & 
Santa  Fe  Railway  and  Omaha's 
Union  Pacific  Railroad  are  arch 
siness  rivals  and  twenty  years  or  so 
o  they  were  evenly  matched.  Sante  Fe 
ade  more  money  from  its  railroad, 
nion  Pacific  made  more  from  its  oil 
d  gas.  But  their  net  income  ran  about 
e  same — between  $70  million  and  $80 
illion — and  so  did  their  return  on  equi- 
at  around  6% .  Even  the  stock  market 
und  little  difference  between  them  and 
nerally  assigned  roughly  the  same  mul- 
le  to  their  common  stocks. 
Nobody  confuses  the  two  any  longer, 
one  of  the  deepest  railroad  recessions 
history,  Union  Pacific's  railroad  prop- 
ty  continued  to  generate  significant 
rnings  gains.  The  Santa  Fe,  on  the  oth- 
hand,  steadily  lost  ground.  Its  railroad 
rnings  fluctuated  wildly  and  its  nonrail 
come  declined  fairly  regularly.  By  1970 
P  was  averaging  7%  on  its  equity,  San- 
Fe  a  mere  4.6%.  By  the  early  Seven- 
is,  the  stock  market  no  longer  even 
msidered  the  two  companies  to  be  in 
e  same  league.  UP  had  a  proud 
ice/earnings  ratio  of  12.9,  Santa  Fe  a 
retched  price/earnings  ratio  of  6.3. 
iThe  stock  market  doesn't  always  re- 
?ct  reality,  but  in  this  case  it  did.  More 
eently,  the  differential  has  narrowed  to 
P/E  of  10  for  the  UP,  7  for  the  Santa  Fe. 
|iis,  too,  reflects  reality  because,  both  in 
jilroading  and  in  diversification,  the 
nta  Fe's  lanky  chairman,  John  Shedd 
ted,  62,  has  begun  to  close  the  gap. 
Kvhy  did  it  take  the  Santa  Fe — in  many 
bys  so  similar  to  the  UP — so  long  to  get 
pving?  Essentially  because  UP,  under 
|  tough-minded  former  chairman, 
lank  E.  Barnett,  saw  the  opportunities 
r  diversification  and  grasped  them, 
pta  Fe,  fidgety  and  cautious,  flirted 
Ith  diversification  but  held  back  from 
pnmitting  itself.  UP  became  a  true  rail- 
ed holding  company  of  its  own  voli- 
In.  Santa  Fe  had  to  be  shocked  into  it. 


Santa  Fe  Chairman  Jolm  Reed 
Events  finally  proved  him  right. 

Chairman  John  Reed  has  spent  over 
ten  years  now — the  last  six  as  chief  ex- 
ecutive— transforming  the  Santa  Fe  from 
a  railroad  with  some  nonrail  sidelines 
into  a  diversified  company,  in  which  the 
railroad  is  one  of  the  most  important  but 
hardly  the  dominant  element.  Last  year, 
a  record  one  for  most  of  the  company's 
businesses,  the  railroad  contributed  only 
42%  of  Santa  Fe's  pretax  net  income,  us. 
61%  a  decade  earlier.  Soft-spoken, 
thoughtful  and  low-key,  as  befits  the 
head  of  one  of  America's  most  conserva- 
tively run  companies,  Reed  can't  keep  a 
certain  exuberance  out  of  his  voice  when 
he  talks  about  Santa  Fe  Industries'  pros- 
pects these  days. 

"I  think  the  whole  image  of  the  rail- 
road-oriented holding  company  is  going 
to  start  looking  better  and  better,"  he 
says,  "and  when  it's  backed  up  with  oil 
and  coal  and  lumber  and  a  lot  of  other 
fast-moving  operations,  as  ours  is,  the 


price/earnings  ratio  is  going  to  start  to 
improve.  It's  been  recognized  with 
Union  Pacific  certainly,  and  it's  going  to 
be  recognized  with  us." 

First  Boston's  rail  analysts,  Thomas  D. 
Henwood  and  Robert  D.  Long,  think 
Reed  is  quite  right.  "We  believe  the  mul- 
tiple gap  will  close,"  they  concluded  in  a 
study  last  spring,  and  if  so,  a  stock  now 
selling  around  50  has  a  potential  of  closer 
to  80.  Santa  Fe  common  fell  apart  in  last 
month's  market,  but  it  has  nonetheless 
begun  to  appear  on  a  smattering  of  bro- 
kerage-house buy  lists — First  Boston, 
Merrill  Lynch,  among  others.  "But  that's 
the  question,  isn't  it?"  says  consultant 
Isabel  Benham,  dean  of  Wall  Street's  rail- 
road analysts  and  head  of  Printon,  Kane 
Research,  Inc.  "Is  Santa  Fe  another 
Union  Pacific?" 

Certainly,  Santa  Fe  Industries  appears 
to  be  entering  a  period  of  explosive 
growth  in  its  earnings.  Over  the  past  five 
years  its  earnings  have  risen  61% — to 
$165  million — on  a  72%  gain  in  rev- 
enues, to  $2.1  billion.  This  year  earnings 
stand  a  good  chance  of  topping  $225  mil- 
lion. That  comes  to  $7.50  per  fully  dilut- 
ed share,  for  a  34%  gain  and  an  11% 
return  on  equity.  Not  bad,  except  this 
year  UP  will  probably  top  16%. 

Here's  how  it  happened:  In  the  mid- 
Sixties,  Missouri  Pacific  Chairman  Wil- 
liam G.  Marbury  revived  Jay  Gould's  old 
dream  of  merging  the  MoPac  with  the 
Santa  Fe.  The  Santa  Fe  wriggled  away  by 
turning  the  railroad  into  a  holding  com- 
pany. In  the  process,  it  structured  its 
exchange  offer  in  order  to  force  the  Mo- 
Pac to  convert  its  holdings  of  Santa  Fe 
preferred  into  a  nonvoting  convertible 
debenture. 

It  was  a  dismal  era  for  the  railroads. 
Penn  Central  was  headed  for  bankruptcy 
and  Santa  Fe's  own  earnings  were  at  low 
ebb,  in  part  because  the  company  contin- 
ued to  maintain  its  property  as  if  its 
business  were  still  flourishing.  The  hold- 
ing company  device,  however  defensive 
in  origin,  provided  the  organizational 
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structure  and  the  financial  flexibility  the 
company  needed  for  diversification  out- 
side the  railroad  industry. 

In  the  beginning,  at  least,  Santa  Fe 
tried  to  think  big.  It  considered  merging 
with  outfits  like  Dresser  Industries  and 
Husky  Oil.  In  the  end  it  rejected  them 
all.  It  was  too  cautious  or  too  conserva- 
tive— probably  a  little  of  each — to  dissi- 
pate its  available  cash  or  pile  up  debt  or 
dilute  its  common  stockholders'  equity 
for  the  sake  of  an  acquisition.  "All  of  a 
sudden  there  we  were  selling  at  a  multi- 
ple of  5  or  6,"  says  President  John  J. 
Schmidt,  who  as  executive  vice  presi- 
dent presided  over  Santa  Fe's  diversifica- 
tion. "You  begin  looking  at  industrial 
companies  with  multiples  of  10,  12  or  15, 
and  all  of  a  sudden  you  see  you're  not 
doing  your  stockholders  any  service  by 
giving  away  their  value.  So  we  turned 
inward,  to  see  what  we  could  develop,  and 
we  found  some  very  great  assets  that  were 
either  nonutilized  or  underutilized,  and 
by  changing  our  philosophy  I  think  we've 
been  able  to  turn  the  situation  around." 

Santa  Fe  was  already  widely  diversi- 
fied. It  had  acquired  its  first  oil 
leases  as  far  back  as  1896  and  its 
first  oil  and  gas  operations  in  1905,  not 
out  of  any  enthusiasm  for  petroleum  but 
to  support  the  conversion  of  most  of  its 
steam  locomotives  from  coal  to  oil.  It 
had  moved  into  trucking  by  1935, 
though  ICC  restrictions  prevented  it 
from  ever  fully  exploiting  its  position.  It 
had  been  involved  in  real  estate  from  the 
beginning  as  part  of  its  efforts  to  develop 
industrial  sites  that  would  generate  traf- 
fic for  the  railroad.  It  wound  up  in  the 
forest  products  business  in  1936,  when 
Kirby  Lumber  defaulted  on  some  loans. 

In  its  own  backyard,  Santa  Fe  had  a 
treasure  trove.  It  owned  the  mineral 
rights  to  4  million  acres  of  land  in  Ari- 
zona and  New  Mexico,  which  it  acquired 
as  part  of  a  bankrupt  railroad  back  in 
1895,  but  it  had  done  little  with  them.  In 
the  early  Fifties  it  had  ventured  not  very 
successfully  into  uranium  mining  and 
later  got  out.  Santa  Fe's  heart  was  really 
in  its  railroad,-  and  it  took  a  custodial 
rather  than  entrepreneurial  approach  to 
its  considerable  nonrail  assets. 

All  that  had  to  change,  and  Reed  cop- 
ied UP  by  reorganizing  the  company's 
holdings  into  three  and  then  four  basic 
groupings — transportation,  natural  re- 
sources, forest  products  and  real  estate 
and  construction  (see  maps).  Like  most 
other  railroads,  what  planning  Santa  Fe 
did  was  mainly  operational — when  to  re- 
build this  line  or  adjust  to  that  pattern  of 
traffic.  But  John  Schmidt  began  introduc- 
ing long-term  strategic  and  financial 
planning  for  the  company,  and  Santa  Fe 
had  the  tools  to  do  the  job. 

Even  so,  it  got  off  to  a  bad  start.  A 
venture  into  air  freight  forwarding  was  a 
flop.  Its  $118  million  anhydrous  ammo- 
nia pipeline,  Gulf  Central,  was  nearly  so; 


Santa  Pe  Diversified 


Transportation 

For  all  its  diversification,  Santa  Fe  still  depends  on  transportation  for  a 
good  44%  of  its  pretax  profits,  and  the  bulk  of  that  comes  from  its  diverse 
and  highly  efficient  12,200-mile  rail  network  linking  Chicago  with  the 
Gulf  Coast  and  California.  Coordinated  with  the  railroad  is  a  24,000-mile 
common-carrier  trucking  operation,  restricted  mainly  to  supplementing 
the  rail  network  and,  consequently,  precluded  in  most  years  from 
making  any  money.  In  addition,  there  is  a  network  of  pipelines — natural 
gas  liquids  pipelines  in  New  Mexico  and  Texas  and  a  1,900-mile 
anhydrous  ammonia  pipeline  linking  fertilizer  producers  in  Louisiana 
with  farmers  throughout  the  Cornbelt.  Pipelines  contribute  4%  to  Santa 
Fe's  pretax  net. 


Natural  resources 

This  group  provides  only  24%  of  Santa  Fe's  pretax  net  income,  but  its 
potential  has  been  suppressed  for  some  years  by  government  controls  on 
oil  and  gas  prices.  Now  that  price  controls  have  been  lifted,  Sante  Fe  is 
already  realizing  sharply  higher  profits.  At  the  same  time,  it's  beginning 
to  feel  the  first  impact  of  its  offshore  oil  ventures  and  preparing  to  exploit 
its  prospects  in  both  heavy  and  light  oils  onshore.  Coal  and  uranium 
royalties  already  contribute  over  3%  of  pretax  net,  but  the  take  is  slated 
to  rise  sharply,  especially  as  the  long-delayed  development  of  Santa  Fe's 
coal  reserves  gets  under  way.  Assuming  the  nuclear  age  is  not  already 
nearing  its  end,  Santa  Fe  has  high  hopes  of  establishing  a  comparable 
position  in  uranium.  But  so  far  that's  only  a  hope. 


Forest  products,  real  estate,  construction  and  other  income 


With  a  650,000-acre  timber  base  in  Texas  and  Louisiana,  Santa  Fe's  Kirby 
Forest  Industries  is  rapidly  emerging  as  an  important  producer  of  lumber 
and  plywood  and  may  soon  make  a  place  for  itself  in  pulp  and  paper.  Even 
in  an  off  year  like  1979,  Kirby  nonetheless  has  been  able  to  hold  its 
earnings  fairly  stable,  contributing  roughly  8%  of  Santa  Fe's  pretax  net. 
The  rest  of  Santa  Fe's  operating  net — 8.5%  of  the  pretax  total — came 
from  its  real  estate  and  construction  group,  which  comprises  not  only 
the  railroad-related  industrial  development  operation  but  also  the  Robert 
E.  McKee  construction  contractors  and  Zia  Co.,  which  provides  support 
services  for  Los  Alamos.  The  remainder  of  Santa  Fe's  pretax  net,  12%, 
comes  from  a  miscellany  of  sources — gains  on  sales  of  timber  and 
railroad  properties,  interest  and  dividend  income  and  so  forth. 
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after  a  decade  it  is  still  far  short  of  its 
potential.  And  its  progress  in  reshaping 
its  oil  operations  was  painfully  slow. 

The  bulk  of  Santa  Fe's  oil  was  heavy 
oil  or  oil  from  mature  fields  pro- 
duced by  enhanced  recovery  meth- 
ods— steam  cycle,  steam  drive,  fire  flood, 
water  flood — at  least  50%  of  it  from 
heavy  oil.  In  the  early  Seventies  Schmidt 
hoped  to  cash  in  on  the  company's  tech- 
nological expertise  by  looking  for  heavy, 
viscous  crudes  not  producible  under  ex- 
isting economics.  "We  were  playing  it 
long-term  on  the  price  of  oil,"  he  says.  "I 
said,  'Let's  go  find  the  stuff  while  it's 
cheap  and  see  what  we  can  do.'  "  Santa 
Fe  acquired  a  27,000-acre,  800-million- 
barrel  reserve  in  the  Utah  Tar  Sands  Tri- 
angle and  another  375-acre,  20-million- 
barrel  reserve  at  Oxnard,  Calif.  After 
years  of  delay,  Schmidt  is  moving  ahead 
with  a  pilot  plant  to  produce  ultraheavy 
oil  from  the  Oxnard  field  and  plans  to 
drill  five  pilot  wells  on  a  portion  of  its 
Utah  Tar  Sands  lease  if  he  ever  gets  the 
requisite  permits.  Santa  Fe  doesn't  know 
whether  the  sands  can  be  produced  at  all, 
much  less  economically,  but  if  they  can, 
First  Boston's  analysts  believe  they  could 
yield  20,000  to  50,000  barrels  a  day,  vs. 
Santa  Fe's  current  production  of  44,500. 

Schmidt  also  began  stepping  up  Santa 
Fe's  exploration  efforts,  bidding  on  par- 
cels offshore  and  acquiring  nearly  a  mil- 
lion acres  onshore  at  a  cost  of  $90  mil- 
lion. But  oil  and  gas  is  a  long-term  ven- 
ture and  Santa  Fe's  offshore  leases  began 
yielding  their  first  cash  flow  only  this 
year.  By  early  next  year  Santa  Fe  should 
be  getting  around  2,400  barrels  of  oil  and 
3.1  million  cubic  feet  of  natural  gas  a  day 
from  two  tracts  in  the  Gulf  of  Mexico, 
with  another  2,500  barrels  in  prospect 
from  California's  San  Pedro  Bay  by  1983. 

Meanwhile,  as  its  exploration  and  de- 
velopment program  picked  up,  Santa  Fe's 
oil  income  from  its  existing  production 
began  to  collapse.  Congress  rolled  back 
the  price  of  oil,  slapped  on  price  controls 
and  gradually  drained  the  profit  out  of 
Santa  Fe's  producing  properties.  "For 
two  or  three  years,"  Schmidt  says,  "our 
prices  were  controlled,  but  our  costs 
were  not,  especially  in  heavy  oil,  which 
is  so  large  a  factor  in  our  company." 
Santa  Fe's  pretax  oil  and  gas  net  plunged 
from  a  record  $82.3  million  in  1975  to 
$43  million  last  year.  But  Schmidt 
sensed  the  tide  would  eventually  have  to 
turn — as  it  has,  with  oil  approaching  $30 
a  barrel — and  in  1977  Santa  Fe  laid  out 
$68.8  million  for  Westates  Petroleum 
and  its  12-million-barrel  heavy-oil  re- 
serve. Says  Schmidt:  "With  our  experi- 
ence in  heavy  crude,  we  thought  we 
could  develop  three  times  more  crude 
from  these  properties  than  their  reserves 
would  indicate." 

In  the  early  Seventies  Schmidt  got 
Reed's  permission  to  go  looking  for  coal 
on  the  company's  land  grants,  and  in 
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1972  turned  up  over  600  million  tons  of 
coal — at  South  Hospah,  Star  Lake  and 
Gallo  Wash — in  the  San  Juan  Basin  in 
northwestern  New  Mexico.  The  eventual 
result  was  two  massive,  40-year  con- 
tracts with  a  prospective  value,  assuming 
4%  inflation,  of  $4.4  billion.  The  first 
project,  with  Dallas'  Texas  Utilities,  will 
probably  get  into  production  in  1981;  the 
other,  with  Tucson  Electric  Power, 
won't  get  going  before  1985. 

Santa  Fe  had  already  put  some  150 
million  tons  of  coal  out  under  lease,  most 
of  it  to  Gulf  Oil's  Pittsburgh  &  Midway 
affiliate  and  to  Kaiser  Steel,  but  the  con- 
tracts were  made,  in  the  days  before  en- 
ergy prices  exploded,  at  what  have  since 
come  to  seem  almost  giveaway  prices.  So 
this  time  Schmidt  thought  Santa  Fe 
should  take  the  risks  and  rewards  itself 
and  move  into  coal  mining.  But  it  didn't 


Industries  President  John  Schmidt 


Santa  Fe's  more  than  just  a  railroad. 

work  out  that  way.  "Though  we  offered 
to  mine  the  coal,"  he  says,  "Texas  Utili- 
ties decided  to  mine  the  coal  itself,  and 
then  to  put  up  the  capital  for  the  mine. 
So  we  leased  the  coal  on  a  really  new 
concept.  We  sold  the  BTUs  [the  heat 
content]  in  the  coal  at  around  25  cents 
per  million  BTUs,  escalated  by  the  price 
deflator  of  the  gross  national  product, 
and  put  in  a  take-or-pay  85%  minimum 
of  scheduled  quantities." 

Santa  Fe's  two  big  coal  contracts  are 
more  than  just  mining  ventures.  They 
also  involve  building  a  100-mile  railroad 
to  transport  the  coal — the  $100  million 
Star  Lake  Railroad — 32  miles  from  the 
Santa  Fe  main  line  to  South  Hospah  and 
another  68  miles  to  Star  Lake  and  the 
Tucson  property  at  Gallo  Wash.  Santa  Fe 
hopes  to  fob  the  $1  million-a-mile  cost  of 
the  railroad  off  onto  the  utilities,  and 
Texas  Utilities  has  apparently  resigned 
itself  to  financing  its  portion  of  the  line. 
But  after  three  years,  the  line  still  has  not 
been  built.  The  line's  environmental  and 


regulatory  problems  have  been  settle  p 
but  there  are  still  some  right-of-w  • 
problems,  most  of  them  involving  t  j 
Navaho  Indians  whose  reservation 
nearby.  But  Schmidt  thinks  they're  n 
too  far  from  being  resolved.  "I'm  a  litt  I 
like  the  Navaho,"  he  says.  "You've  got  jut 
think  timelessly,  to  think  of  the  over;  ■ 
sense  of  the  arrangement.  The  Navai  (; 
nation  has  a  big  vested  interest  in  getti  1 
the  railroad  up  there.  It  would  run  rig  I 
next  to  the  reservation,  where  some  f:  u 
ures  indicate  there're  well  onto  a  billn  ft 
tons  of  steam  coal." 

Santa  Fe's  two  initial  contracts  shou  c 
produce  12  million  tons  of  coal  a  year  ai  u 
an  annual  minimum  of  $50  million  b 
royalties,  at  1978  prices,  once  the  min  - 
get  into  full  production  around  1990.  F  :i. 
Santa  Fe  the  bird  in  the  bush  is  already 
hand.  The  two  contracts  are  yielding  ;  n 
increasing  volume  of  preproduction  ro  1 
alties — $2  million  in  1977,  $3  million  on 
1978,  $4.4  million  this  year,  $6  millic  ml 
in  1980,  with  the  amounts  escalating  -; 
rapidly  thereafter  that  by  1985,  givt  a 
even  a  moderate  amount  of  inflatio  ;  o 
they  could  easily  be  yielding  $25  millic  [ 
a  year.  "We  have  cash  coming  in  c 
Schmidt  says,  "in  an  ever-escalatii  w 
stream."  Santa  Fe  has  two  other  signi:  r; 
cant  coal  prospects  which,  if  they  pro1  m 
out,  could  finally  lead  Santa  Fe  itself  in  « 
coal  mining.  "We're  looking  for  oth  on 
opportunities,"  Schmidt  says.  "We'  k 
not  restricting  ourselves  to  our  4-millio:  ■ 
acre  grant."  on 

With    coal    beginning    to   pay   o  ::- 
Schmidt  hopes  to  duplicate  his  succe  ,ei 
there  in  uranium.  After  the  Haystac  - 
Mountain  uranium  mine  shut  down  : 
1961,  Santa  Fe  went  on  leasing  out  i 
mineral  rights  in  the  Grants  region 
New  Mexico,  the  largest  uranium-pn 
ducing  region  in  the  U.S.,  to  other  ou 
fits — Ranchers  Exploration  and  Develoj 
ment,  United  Nuclear,  Homestake  Mil  ;-; 
ing,  Gulf  Oil  and  Phillips  Petroleun  ai 
Santa  Fe's  uranium  royalties  now  ru  ;S 
around  $7  million  a  year  before  taxes,  u  <t 
from  less  than  $1  million  only  five  yea: 
ago.  As  he  has  in  oil  and  hopes  to  in  coa  53 
Schmidt  has  ambitions  of  making  Sani  ro( 
Fe  a  producer  in  its  own  right. 

The  problem  with  such  mineral  deve  . : 
opment  is  that  it  requires  huge  amount  an 
of  capital.  It'll  take  as  much  as  S20  ■ 
million  to  explore  Santa  Fe's  deep  mu  : 
ing  rights,   and  to  raise  the  mone  ■ : 
Schmidt  is  trying  to  peddle  eight  explon  i;, 
tion  and  development  partnerships  t 
prospective  uranium  customers.  Sant  p 
Fe's  partners  would  put  up  100%  of  th 
capital  required  in  exchange  for  half  c  r 
whatever  uranium  it  finds.  "We're  tryin  w 
to  keep  our  hard-rock  minerals  develop  Jt 
ment  in  line  with  cash  generated  b 
these  royalties,"  Schmidt  explains,  "an  a 
I  think  we're  doing  a  pretty  good  job. "    • ; 

Much  the  same  philosophy  has  been  i  ^ 
work  in  Santa  Fe's  long-neglected  fores  $; 
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roducts  subsidiary,  Kirby  Forest  Indus- 
ries.  In  the  old  days,  Kirby  used  to  live 
ff  selling  saw  logs  and  wood  chips  to 
ther  companies  and  making  what  profit 
:  could  out  of  its  own  ramshackle  lum- 
er  and  plywood  operations.  In  the  late 
ixties,  however,  Kirby  launched  a  pro- 
ram  of  putting  its  approximately 
50,000  acres  of  timber  on  a  sustained 
ield  basis  and  bringing  in  modern  pro- 
uction  facilities  to  match  its  new  pro- 
ram  of  reforestation  and  harvesting.  It 
uilt  two  major  lumber  and  plywood 
pmplexes  from  scratch,  moved  on  into 
-article  board,  railroad  ties  and  building 
Liaterials  retailing,  and  is  now  complet- 
lg  yet  another  lumber  and  plywood 
Dmplex,  to  nearly  double  Kirby's  pro- 
uction  capacity.  The  program  has  been 
tpensive — $103  million  in  capital  ex- 
bnditures  over  ten  years,  another  $40 
Uillion  this  year — but  it's  paid  off  hand- 
bmely,  in  part  because  manufacturing 
labled  Kirby  to  unlock  the  capital  gains 
ed  up  in  its  timber  holdings.  In  ten 
:ars,  pretax  net  has  gone  from  $3.3  mil- 
on  to  $22.2  million. 

!  Kirby  is  novv  considering  moving  on 
ito  pulp  and  paper  as  well.  It  has  a 
Sood-chip  contract  with  Time  Inc.'s  pa- 
ir mill  that  runs  out  in  1983,  and 
lough  pulpwood  is  coming  on  in  its 
(rests  to  support  a  major  new  paper 
pmplex.  "We're  the  only  company  in 
e  Deep  South  with  enough  of  its  own 
'sources  to  support  a  major  new  paper 
;>mplex,"  Schmidt  says.  That  may  well 
em  too  good  an  opportunity  to  resist — 
en  at  a  $200  million  to  $300  million 
ice  tag. 

■fe  ut  the  most  promising  element  in 
Santa  Fe's  future  remains  its  oil 
and  gas  operations.  With  reserves 
i  143  million  barrels  of  oil  or  oil  equiv- 
ent  and  a  production  of  44,500  barrels  a 
y,  Santa  Fe  ranks  as  one  of  the  U.S.' 
rgest  producers  of  heavy  oil.  Ever  since 
:avy  oil  was  decontrolled  in  August, 
inta  Fe's  oil  and  gas  production  looks 
ce  a  good  moneymaker  again.  Decon- 
)1,  Schmidt  says,  will  bring  Santa  Fe  a 
3  million-a-year  increase  in  its  pretax 
)fit — of  which  Santa  Fe  ought  to  real- 
;  maybe  $15  million  this  year — more 
the  world  price  moves  from  $16  a 
Trel  to  $19  and  higher.  Santa  Fe  should 
t  yet  another  boost  if,  as  seems  likely, 
ingress  exempts  heavy  oil  from  the 
oposed  windfall  profits  tax.  Schmidt 
pects  decontrol  will  eventually  mean  a 
ubstantial"   increase   in  production 
>m  Santa  Fe's  existing  fields. 
"We're  going  to  accelerate  our  program 
much  as  we  can,"  Schmidt  says.  "But 
won't  result  in  any  dramatic  increases. 
2're  not  just  depending  on  increased 
aduction  of  heavy  crude  or  waiting  for 
r  ultraheavy  crude  permits.  We're 
ifting  our  emphasis  to  onshore  explo- 
ion  and  drilling  for  quicker  cash  flow. " 
Santa  Fe  is  also  negotiating  a  lease  on  a 
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million  acres  of  what  some  experts  think 
may  prove  to  be  a  southeastern  exten- 
sion of  the  Overthrust  Belt,  currently  the 
U.S.'  hottest  oil  region.  If  they're  right, 
that  could  give  Santa  Fe's  oil  prospects  a 
whole  new  dimension.  But  that  is  obvi- 
ously a  long  shot.  More  likely  is  that 
Santa  Fe  will  soon  move  on  into  refining, 
either  through  the  acquisition  of  an  ex- 
isting plant  or  a  joint  venture,  an  under- 
taking that  could  cost  $100  million. 

Santa  Fe  has  more  than  a  strategy  now. 
It  is  also  rapidly  developing  the  organiza- 
tion to  implement  it.  The  emergence  of 
John  Schmidt  as  president  of  Industries 
and  Industries  alone,  with  Reed  as  chief 
executive  and  chairman  of  both  Indus- 
tries and  Railway,  illustrates  the  com- 
pany's evolving  management  structure. 
And  Reed  and  Schmidt  now  have  top- 
flight people  in  charge  of  each  of  the 


Railway's  President  Lawrence  Cena 


The  company's  No.  1  growth  prospect? 

company's  major  divisions.  There  is 
Thomas  M.  Orth  in  forest  products; 
Lawrence  Cena  at  the  railway,-  Richard 
T.  Zitting  in  hard  minerals;  and  James 
Burkhart  in  oil  and  gas.  Orth  and  Cena 
came  up  through  the  ranks,  Zitting  and 
Burkhart  were  brought  in  from  outside. 
Burkhart  shifted  from  the  presidency  of 
United  Energy  Resources'  Cotton  Petro- 
leum subsidiary.  Zitting  was  president  of 
Kerr-McGee  Resources  and  has  over  25 
years'  experience  in  coal  and  uranium  in 
the  San  Juan  Basin. 

More  than  one  analyst  has  suggested 
that  Santa  Fe  sell  or  spin  off  its  railroad 
properties  (the  Missouri  Pacific  would 
probably  be  an  eager  buyer)  and  turn  In- 
dustries into  a  full-fledged  resource  com- 
pany like  St.  Joe  Minerals,  say.  But  John 
Reed  and  John  Schmidt  curtly  reject  that 
idea.  As  they  explain  it,  Santa  Fe's  rail- 
road has  not  only  been  pulling  its 
weight — just  as  the  Union  Pacific's 
has — its  growth  is  accelerating.  "The 
two  big  elements  in  Santa  Fe,"  Schmidt 


says,  "are  the  railroad  and  petroleum. 
They're  going  to  be  the  determinants  of 
where  future  earnings  go." 

Don't  discount  the  impact  the  railroad 
could  make.  Larry  Cena,  president  of  the 
Railway,  believes  the  railroad  is  just 
about  the  most  promising  area  in  the 
company.  He  sounds  rather  like  Mont- 
gomery at  El  Alamein  sometimes,  assert-  | 
ing  the  mathematical  certainty  of  a  Ger- 
man defeat  in  North  Africa.  Cena  may 
well  turn  out  to  be  right. 

There  are  the  Santa  Fe's  traffic  pros- 
pects, for  instance.  Santa  Fe  serves  l 
the  booming  Sunbelt,  with  lines 
that  arc  southeast  to  the  Gulf  Coast  and 
southwest  to  southern  California  (see 
maps),  and  its  territory  provides  it  with 
an  unusually  well-diversified  product 
mix.  In  the  past  few  years  Santa  Fe  has 
been  developing  traffic  resources  that  are 
largely  unaffected  by  the  economic  con- 
ditions of  the  region  it  serves.  Coal,  for 
example.  The  past  three  years  Santa  Fe's 
coal  traffic  has  been  building  rapidly — 
from  5.7  million  tons  in  1977  to  9.2 
million  in  1978,  19  million  this  year,  a  II 
prospective  21  million  in  1980,  and  25 
million  to  30  million  tons  by  1985. 
"Those  are  known  coal  sales,"  Cena  i  : 
points  out,  "coal  that's  contracted  for. 
It's  going  to  move." 

Coal  ought  to  produce  a  good  8%  to 
10%  of  Santa  Fe's  revenues  this  year,  up 
from  3.3%  in  1979,  and  then  level  off  at 
around  10%  in  the  next  couple  of  years 
only  because  Cena  expects  the  rest  of 
Santa  Fe's  traffic  mix  to  grow  briskly  as 
well.  After  that,  the  railroad  stands  to 
pick  up  the  12  million  tons  from  the  Star 
Lake  development,  maybe  more,  because 
in  addition  to  supplying  its  own  needs 
Texas  Utilities  is  trying  to  work  out  sup- 
ply contracts  with  two  or  three  other 
utilities  in  the  area.  In  addition,  increas- 
ing tonnages  of  coal  traffic  from  the  over- 
loaded Burlington  System  may  well  find 
their  way  to  market  over  the  Santa  Fe. 

Unless  some  government  interference 
changes  the  rules,  such  traffic  ought  to  be 
more  than  usually  profitable.  The  coal 
will  move  almost  exclusively  by  unit 
train,  and  thanks  to  what  some  regarded 
as  overmaintenance,  Santa  Fe  shouldn't 
have  any  trouble  handling  the  traffic. 
"We  don't  have  to  do  much  of  anything 
in  the  way  of  capital  investment,"  Larry 
Cena  says,  "so  it  would  have  to  be  more 
profitable  for  us  than  it  is  for  others." 

Cena  can't  yet  quantify  just  what  im- 
pact coal  will  have  on  Santa  Fe's  profits, 
though  the  39%  gain  in  the  railroad's 
three-quarters  pretax  profit  may  give 
some  indication.  There's  this  to  remem- 
ber: Coal  may  be  the  principal  reason 
why  Union  Pacific's  railroad  earnings 
sharply  outpaced  Santa  Fe's  during  most 
of  the  Seventies.  Between  1971  and 
1977,  UP's  coal  traffic  tripled.  Without  | 
it,  UP's  traffic  growth  would  have  been  1 
only  slightly  ahead  of  Santa  Fe's. 
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slater 
onlv  one 


When  the  Harrier  entered  service  in 


vertical/short 
he  world. 


1969  it  was  the  only  operational 
take-off  and  landing  airplane  in  - 

It  was  the  only  airplane  that  could  lift 
straight  into  the  sky  without  using  a  runway 
It  was  the  only  airplane  that  could  stop 
in  flight, fly  backwards,  and  display  a 

maneuverability  vastly  greaterthan  that 
of  any  potential  foe. 

The  secret  behind  the  Harrier  is 
the  Rolls-Royce  Pegasus  engine, 

Its  the  only  one  of  its  kind,  not 
because  no  one  else  has  tried  to  develop 
one,  but  because  no  one  else  has  ever 
made  aV/STOL  engine  that  works. 
So  that  ever  since  1969,  in  the 
Harriers  of  the  British  Navy  and  Air  Force,  in 
the  Matadors  of  the  Spanish 
NavymtheAV8Asofthe  U.S. 
Marines  and  in  the  new  AV8Bs 
under  test  in  the  U.S.,  you'll  still 
find  only  one  name  on  the  engine. 
Rolls-Royce. 

Rolls-Royce  Inc.,  375  Park  Avenue,  New  York,  New  York  10022. 


All  the  way 
with  Santa  Fe 


You  remembei  the  scene,  in  a  thousand  westerns — longhorns  gathered  at  the 
Red  River  on  the  Chisholm  Trail,  and  the  cowboy  riding  in  with  news  they'd 
just  opened  up  a  new  railhead  at  Newton  or  Wichita  or  Dodge  City.  The 
railroad  was  the  Atchison  Topeka  &  Santa  Fe,  and  the  decision  to  try  the  new 
loading  point  was  more  than  just  a  plot  spring.  Until  then,  the  Kansas  Pacific 
had  had  a  monopoly  on  the  cattle  trade  (it  shipped  over  600,000  head  east  out 
of  Abilene  in  1871),  but  the  Santa  Fe  began  building  west  out  of  Topeka  three 
years  before,  and  by  1871  it  had  begun  intercepting  the  cattle  herds  before  they 
got  to  KP  at  Abilene — first  at  Newton,  then  Wichita  and  Dodge  City. 

Shipping  Santa  Fe  saved  the  trail  driver  both  time  and  money — several  days' 
travel  on  the  grueling,  800-mile  trip  from  Corpus  Christi,  Tex.,  and  several 
pounds  per  cow  the  extra  travel  would  have  taken  off.  To  clinch  its  advantage, 
Santa  Fe  charged  only  $30  a  carload  to  Kansas  City  and  $100  to  Chicago  from 
Wichita.  The  KP  had  charged  a  half  to  two-thirds  more  for  similar  distances.  A 
rate  war  got  under  way.  With  its  more  southerly  route  the  Santa  Fe  had  the 
geographic  advantage.  By  1876  the  KP  was  effectively  out  of  the  business.  In 


Steam  rock  drills  help  earn'  the  roadbed  west 


1879  the  KP  was  absorbed  by  Jay  Gould's  more  powerful  Union  Pacific. 

The  extension  of  the  Santa  Fe  line  to  Dodge  City  meant  more  than  the  end 
of  the  KP  monopoly  on  the  cattle  trade,  it  spelled  the  beginning  of  the  end  for 
both  the  buffalo  and  the  Plains  Indian.  Buffalo  robes  were  in  fashion  in  the 
East,  and  Dodge  City  became  the  focus  of  the  buffalo  trade.  Inside  of  two  years 
well  over  4  million  buffalo  were  slaughtered  on  the  plains  around  Dodge  City, 
and  between  1872  and  1874  the  Santa  Fe  shipped  out  459,453  buffalo  hides, 
2.25  million  pounds  of  buffalo  meat  and  over  10  million  pounds  of  bones.  The 
Indians  depended  on  the  buffalo  for  their  food,  their  clothing  and  the  hides 
they  built  their  shelters  from,  and  when  the  buffalo  was  gone,  their  cup  of  life 
was  broken,  and  the  ranges  of  western  Kansas  were  at  long  last  opened  up  to 
the  cattlemen. 

And  so  the  Indians  were  defeated  and  then  the  cattle  drives  came  to  an  end. 
In  the  Eighties,  Texas  Fever  was  devastating  the  herds.  Kansas  quarantined 
cattle  coming  into  the  state,  and  the  great  drives  were  over.  By  then,  the  drives 
were  no  longer  needed.  Texas  had  railroads  of  its  own.-/C. 


But  coal  is  only  the  most  dram 
aspect  of  Santa  Fe's  growth  prospe 
Santa  Fe's  grain  and  piggyback  businJ 
es  are  also  booming.  General  Mot 
new  X-car  plant  has  just  gone  into  u 
duction  at  Oklahoma  City,  helping 
offset  much  of  this  year's  overall  slu 
in  Santa  Fe's  auto  and  auto-parts  bi 
ness  (roughly  9%  of  1978  revenues),  , 
promising  to  bolster  it  significantly 
the  year  ahead.  Santa  Fe,  which  d 
nearly  7%  of  its  revenues  from  wheal 
staggering  under  the  biggest  grain  H 
vest  in  history.  Santa  Fe  already  has  • 
of  the  biggest  piggyback  operations 
the  country,  and  it's  getting  bigger  ev 
year.  Piggyback  is  up  12%  this  year  ; 
should  provide  a  good  20%  of  SF  frei 
revenues.  Cena  sees  no  way  of  t 
growth  slackening  off.  (For  more  on  Sa 
Fe  piggyback  operations,  see  page  (\ 
Thus,  with  close  to  50%  of  its  reven 
continuing  to  grow  rapidly,  Santa  Fe 
yet  to  feel  the  impact  of  any  indust 
slowdown  this  year,  and  won't,  C« 
believes,  unless  the  country  plunges  ii 
a  really  deep  recession.  Santa  Fe's  15 
second  half  was  the  biggest  in  the  r 
road's  history,  but  Cena  expects  this  y 
to  be  even  better.  Car-loadings  were 
5.4%  in  August,  18.7%  in  Septemti 
and  Cena  predicts  October  will  be 
3.9%,  November  4.6%  and  Decern! 
5.9%.  "And  we're  understated  10% 
all  that,"  Cena  says. 

John  Reed  ticks  off  some  of  the 
spending  that  went  into  gett) 
the  railroad  ready.  "We  kept  c 
railroad  right  up  to  snuff,"  he  says. 
kept  at  it  even  when  times  were  bad. ' 
can  run  a  freight  train  between  Los  t- 
geles  and  Chicago  at  80  miles  an  ho 
except  in  the  mountains,  of  course.  I 
like  some  companies  that  have  been 
fered  new  traffic  like  coal  and  grain  a 
found  they  didn't  have  the  capacity 
handle  it,  Santa  Fe  does.  We  deliberati 
fixed  up  our  branch  lines  to  handle  hi 
dred-ton  hopper  cars — grain  and  coa! 
and  we're  now  not  only  in  a  position 
handle  all  this  traffic,  but  handle  pigj 
back  traffic  as  well,  which  is  growing  f. 
and  which  is  directly  competitive  w 
the  over-the-road  truckers.  While  oth< 
were  letting  their  plant  go  to  hell, 
kept  on  maintaining  ours,  and  we're  no 
benefiting  from  that  policy." 

The  benefits  are  beginning  to  show 
in  Santa  Fe's  operating  results.  The  ra- 
of  expenses  to  revenue  has  dropped  frc 
a  sky-high  93.1%  in  1976  to  90.9% 
1978  and  should  contract  even  more  tl 
year.  Cena  expects  to  clip  another  two 
three  points  off  the  ratio  over  the  ne 
several  years.  That  may  not  sound  li 
much,  but  every  one-point  reduction! 
the  railroad's  costs  is  $150  million  befc 
taxes — or  close  to  50  cents  a  share. 

It  took  time,  too  much  time  perhaj 
but  the  Santa  Fe  is  coming  to  look  mc 
like  the  Union  Pacific  every  day. 
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Look  what  happened  when  we  helped  everyon 


A  big  problem  got  reduced. 

It  just  so  happens  that  the  259  people  of 
Grafton,  Iowa  generate  the  amount  of  trash 
and  garbage  in  the  truck  pictured 
above  every  week.  A  volume 
of  660  cubic  feet. 

On  the  ground,  how- 
ever, is  a  week's  worth  of 
Grafton's  trash 
and  garbage  com- 
pacted into  85 
St.  Regis  bags.  Or 
106  cubic  feet. 

And  that's  why 
we  went  to  Grafton:  to 
demonstrate  the  advantages 
of  trash  compaction,  and  the  amazing  effective- 
ness of  St.  Regis'  unique  trash  compactor  bag. 
It's  in  the  bag. 

St.  Regis'  technology  was  involved  from 
the  very  beginning  in  the  development  of  the 


trash  compactor.  After  all,  the  bag  is  a  prett) 
important  element  in  the  machine's  operatioi 

Just  try  to  imagine  it :  A  metal  ram 
comes  down  inside  a  relatively  inexpensive 
bag  containing  you  name  it.  It  could  be  a 
gallon  wine  bottle,  a  tuna  fish  can,  two  light 
bulbs,  a  folding  carton  and  a  steak  bone.  Or 
just  about  any  combination  of  the  things 
Americans  throw  away.  The  ram  squashes  tl 
conglomeration  with  a  full  ton  of 
pressure.  The  bottle  pops, 
the  can  squawks,  the  steak 
bone  snaps.  And  what  hap- 
pens? Nothing. 

The  bag  remains  intact. 

And  goes  through  this 
kind  of  punishment,  say  140 
times  before  it's  filled  up. 

Just  another  packaging 
problem. 

When  the  Whirlpool  Corporation, 
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1  Grafton,  Iowa  compact  their  trash  for  a  week 


|i  developer  of  the  trash  compactor,  came 
jilt.  Regis  for  our  bag  technology,  we 
I  ked  on  the  challenge  as  just  another  pack- 
|  lg  problem.  We  did  what  we  usually  do 
ju  packaging  problems:  study  the  abuse 
ji  package  will  have  to  undergo,  and  then 
|i  gn  a  bag,  box  or  folding  carton  to 
jistand  it— within  the  customer's  cost 
pmeters. 

I  This  particular  bag  is  a  polyethylene  and 
■ft  lamination  with  a  unique  cuff  for  neat 
lure,  as  shown  on  the  left.  It  was  the  devel- 
Bient  of  the  cuff  that  gave  us  the  most  prob- 
:  s,  and  in  a  way  is  the  part  we're  most  proud 
We've  used  this  "cuff  technology"  on 
fir  problems,  too. 

j  This  bag  is  just  one  of  our  many  multiwall 
jjs.  And  just  one  reason  why  we're  a  leader 
fpultiwall  bag  technology. 

Technology  and  marketing, 
i  All  this  reflects  the  marketing  stance  of 


St.  Regis  toward  all  our  packaging,  paper, 
lumber  and  construction  products.  To  use  the 
full  weight  of  our  technology  in  serving  our 
markets  and  in  renewing  the  forest  resource 
our  products  come  from. 

St.  Regis— serving  Man  and  Nature. 
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Color  communicates  better.  That's  why  the  future  belongs 

to  Intecolor  desktop  computers 
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In  the  past,  almost  any  desktop  computer  would  do.  But  as 
applications  become  increasingly  complex,  you  need  a  desktop 
that  actually  improves  the  flow  of  information  — Intecolor.  Every 
Intecolor  desktop  features  a  color  graphics  display  to  make  data 
more  manageable  and  easier  to  understand.  The  cost?  Surprising 
low— the  Intecolor  3621  shown  above  costs  just  $3300*  for  a  singl 
unit.  This  includes  BASIC,  FORTRAN  IV,  mini-disk  drive  and  32K 
of  user  RAM.  Only  from  ISC,  the  world's  largest  supplier  of  color 
terminals.  Put  an  Intecolor  desktop  computer  to  work  for  you  — 
contact  your  ISC  sales  rep  today. 
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'US.  domestic  price  5%  discount  for  payment  with  order,  with  guaranteed  delivery  within  30  days  or  your  money  bai 
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100  pigs 
in  a  row: 

Santa  Fe's 
new  super 
piggybacker 

^  ROBABLY  THE  MOST  IMPORTANT  in- 

^  novation  since  Southern's  Big  John 
•     hopper  cars,"  is  what  President 
irry  Cena  calls  it — the  Santa  Fe's  new 
.1  million  Ten-Pack  piggyback  trailer 
ain.  The  Big  John  cut  costs  by  enabling 
ilroads  to  carry  much  larger  volumes, 
le  Ten-Pack  cuts  them  by  reducing  the 
eight  they  haul  over  the  road. 
In  designing  the  Ten-Pack,  Santa  Fe 
it  back  the  conventional  flatcar  to  little 
ore  than  a  weight-bearing  sill,  with  a 
tch  to  anchor  the  trailer  at  one  end  and 
platform  to  carry  its  wheels  at  the 
her,  then  joined  the  equivalent  of  five 
itcars  together  to  form  a  single  car.  The 
n-Pack  consists  of  ten  550-foot  cars, 
ch  capable  of  holding  ten  pigs,  as  the 
lilers  are  called,  but  though  it  costs  no 
□re  than  the  50  flatcars  normally  used 
transport  100  pigs,  it  weighs  35%  less, 
[■suit:  It  uses  6,000  fewer  gallons  of  die- 
\  fuel  on  every  round  trip  it  makes 
[iltween   Los   Angeles    and  Chicago, 
pat's  a  15%  reduction  in  fuel  consump- 
5||>n,  and  with  diesel  fuel  at  about  70 
tits  a  gallon,  a  saving  of  $4,200  per  trip, 
I  $256,000  a  year.  The  first  Ten-Pack 
I  ;nt  into  regular  service  a  year  ago,  and 
s  worked  out  so  well  the  Santa  Fe  is 
li  ilding  four  more — for  $8.2  million  and 
miel  saving  of  $1.3  million  a  year. 
lilThe  Ten-Pack  has  to  operate  close  to 
m  1  capacity  to  pay  off,  so  its  usefulness 
|burrently  restricted  to  Santa  Fe's  high- 
^lume  piggyback  corridor  between  Los 
|igeles  and  Chicago.  At  present  the 
fn-Pack  is  making  one  round  trip  every 
je  or  six  days.  In  Los  Angeles,  the  ship- 
ijrs  begin  dropping  their  loads  at  Hobart 
tjrd  in  mid-afternoon,  and  by  early  eve- 
Wig  two  men  and  a  $420,000  Drott  over- 
lad  crane  begin  loading  the  train  under 
il;  bleak  glare  of  the  yard  lights.  It's  an 
Jijesomely  lean  operation.  By  4  a.m.,  the 
IJin  is  ready  for  the  road.  Next  year, 
ien  the  Ten-Pack  begins  running  six 
I/s  a  week  in  both  directions,  the  new 
H;t  will  be  carrying  only  a  third  of  Santa 
lis  total  Chicago-Los  Angeles  piggy- 
r|:k  traffic,  so  five  trains  are  probably 
i;lt  a  beginning. 
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Everywhere  they  go,  Santa  Fe's 
lines  are  paralleled  by  the  broad 
ribbons  of  the  interstate  highway 
system,  so  speed  has  become  something 
of  a  competitive  obsession.  A  few  years 
ago,  Santa  Fe  tried  to  beat  out  the  truck- 
ers with  a  premium-priced  40-hour 
schedule  between  Los  Angeles  and  Chi- 
cago, but  even  40-hour  schedules  weren't  j 
enough  and  the  market  never  really  de- 
veloped. So  Santa  Fe  turned  to  concepts 
like  the  Ten-Pack,  which,  by  reducing 
operating  costs,  permitted  Santa  Fe  to 
offer  reasonably  speedy  service  within 
the  conventional  fare  structure. 

What  makes  Santa  Fe's  high-speed  ser- 
vice possible  are  strategically  located 
classification  yards  like  the  one  at  Bar- 
stow,  Calif.,  which  quickly  reassembles 
trains  according  to  their  destination  and 
speeds  them  on  their  way.  But  Barstow 
cost  money,  $50  million,  and  so  does  the 
maintenance  necessary  to  keep  Santa 
Fe's  roadbed  in  top-flight  condition — 
more,  proportionately,  than  it  does  most 
other  western  railroads.  Santa  Fe  track 
workers  replace  some  1.85  million  ties 
every  year,  put  down  some  423  miles  of 
new  rail  and  restore  a  million  tons  of 
ballast  produced  at  Santa  Fe's  rock-crush- 
ing plant  near  Peach  Springs,  Ariz.  The 
result  is  that  Santa  Fe  has  been  able  to 
offer  49-hour  piggyback  schedules  be- 
tween Chicago  and  Los  Angeles  without 
premium  pricing.  Door-to-door,  Santa  | 
Fe's  delivery  schedules  are  probably 
slower  and  less  flexible  than  that  of  its 
truck  competition,  but  its  rates  are  cer- 
tainly lower.  The  balance  seems  to  be 
paying  off:  Santa  Fe's  piggyback  traffic's 
been  tripling  every  ten  years. 
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The  Ten-Pack's  2,200-mile  run 
from  Los  Angeles  to  Chicago 
threads  through  the  heart  of  the 
Santa  Fe  system,  up  out  of  the  California 
coastal  plain,  across  the  Sierras  and  into 
the  deserts  of  Arizona  and  New  Mexico, 
and  then  on  into  the  wheat,  cattle  and 
industrial  heartland  of  the  Midwest —  j 
west  Texas,  Oklahoma,  Kansas,  Missou- 
ri and  Illinois.  The  train  whips  past  feed- 
lots  and  grain  elevators,  petrochemical 
and  fertilizer  plants,  power  plants,  auto 
distribution  centers  and  oil  refineries, 
places  like  Bovina  and  Panhandle,  Pam- 
pa,  Attica  and  Olathe,  and  stops  at  none 
of  them.  It  barrels  on  at  an  average  speed 
of  45  miles  an  hour — vs.  a  29-mph  system 
average  and  a  maximum  of  70  mph — 
through  70-car  coal  trains  moving  in  off 
the  Burlington  and  bound  for  utilities  in 
Oklahoma,  Indiana  and  Texas,  past 
mixed  "consists"  of  potash  and  lumber, 
piggyback  and  carbon  black,  past  short, 
speedy  freights  bearing  merchandise 
traffic.  At  dawn,  49  hours  after  it  left  Los 
Angeles,  the  eastbound  Ten-Pack — Train 
881 — rolls  into  Chicago's  Corwith  Yard. 
The  cranes  begin  moving  into  place  at 
the  unloading  platform,  and  the  local 
freight  agent  reaches  for  the  phone  to  call 
his  customers  to  say  their  shipments 
have  arrived. 
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"When  it  comes  to  building 
cash  management  systems,  no  one 
comes  close  to  Chase? 


"Our  customers  want  more  from  their  banks  than  a  variety 
of  traditional  cash  management  products.  They  need  knowledgeable  help  in 
building  totally  integrated  systems  for  effectively  managing 
their  cash.  They  get  that  help  from  Chase'.' 

"When  it  comes  to  the  traditional  cash  management  services,  Chase 
delivers  a  product  line  that's  second  to  none.  Then  we  go  an  important  step  further. 
We  team  up  with  our  customers  to  integrate  these  products  into  a  total 
system  that  enables  managers  to  exercise  complete  control  over  the  flow  of  cash'.' 

"The  essential  element  in  Chase's  approach  is  InfoCash  — an  electronic 
information  center  designed  for  the  needs  of  today's  cash  manager.  InfoCash  puts  a 
total  banking  network  at  the  cash  manager's  fingertips:  cash  balances, 
transaction  flows,  money  transfers  — the  complete  picture  — permitting 
up-to-the-minute  control  throughout  the  business  day." 

"The  key  to  effective  cash  management  is  information  that's 
accurate  and  as  current  as  right  now.  With  totally  integrated 
cash  management  from  Chase,  we  provide  that  key.'' 


The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates  providing 

vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100 
countries.  What  we  offer  is  yours  through  your  Chase  Relationship  Manager. 

Call  on  today's  Chase  Bankers  today. 


hn  B.  Shay 

ice  President,  Manager 
ash  Management  Sales  and 
srvice  Division 


CHASE 
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THE  BMW 5281. 
A  CAR  THAT  MEETS 

THE  DEMANDS  OF  THE  80's 

WITHOUT  VIOLATING 
THE  CONCEPT  OF  A  BMW. 

Conventional  automotive  wis- 
dom has  it  that  any  increase  in  a  car's 
environmental  control  paraphernalia 
must  inevitably  result  in  a  corre- 
sponding decrease  in  performance. 

Indeed,  many  serious  automo- 
tive writers  have  warned  that  pollu- 
tion systems  and  fuel  efficiency 
regulations  have  all  but  sounded  the 
death  knell  for  high-performance 
automobiles. 

These  gloomy  predictions, 
however,  do  not  take  into  consider- 
ation the  determination  of  the  engi- 
neers at  the  Bavarian  Motor  Works 
to  build  extraordinary  automobiles. 

Against  all  odds,  the  BMW 
528i  not  only  meets  the  demands  of 
society,  it  also  provides  the  kind  of 
exhilarating  driving  experience  that 
most  people- have  all  but  given  up 
for  lost  in  today's  luxury  automobiles. 
AMIDST  INCREASING  MEDIOC- 
RITY. BMW  GETS  EVEN  BETTER. 

Press  the  accelerator  and  the 

©  1979  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayerische  Motoren  Werke,  A  G. 


528i's  fuel-injected,  six-cylinder, 
overhead  cam  engine  responds  in  a 
manner  that  can  oniy  be  described 
as  exhilarating. 

And  yet,  the  528i  (with  stan- 
dard transmission)  delivers  an 
impressive  [17]  EPA  estimated  mpg, 
26  estimated  highway  mileage  and, 
based  on  these  figures,  an  esti- 
mated mpg  range  of  [279] miles  and 
a  highway  range  of  426  miles. 

(Naturally  our  fuel  efficiency 
figures  are  for  comparison  purposes 
only.  Your  actual  mileage  and  range 
may  vary,  depending  on  speed, 
weather  and  trip  length.  Your  actual 
highway  mileage  and  highway 
range  will  most  likely  be  lower.) 

Its  four-speed  manual  trans- 
mission (automatic  is  available)  runs 
smoothly  and  precisely  up  through 
the  gears. 

Its  suspension  system— indepen- 
dent on  all  four  wheels— provides  the 
driver  with  an  uncanny  feel  of  the  road. 


And,  while  the  528i  provides 
as  long  a  list  of  luxury  items  as  one 
could  sanely  require— AM/ FM 
stereo  cassette,  full-power  acces- 
sories, air  conditioning,  etc.— its  lux- 
ury is  purposefully  engineered  to 
help  prevent  driver  fatigue. 

Vital  controls  are  within  easy 
reach;  the  tachometer,  speedom- 
eter and  ancillary  instruments  are 
well-marked  and  easy  to  read. 

Its' front  seats  are  designed  to 
hold  their  occupants  firmly  in  place, 
and  are  so  thoroughly  adjustable 
that  it  is  all  but  impossible  not  to 
find  a  comfortable  seating  position. 

If  you'd  care  to  judge  the  ex- 
traordinary performance  of  the 
528i  for  yourself,  phone  ^aj^^fe^ 
your  nearest  BMW  deal- JjgT^^ 
er  and  he  will  arrange  W^WM) 
a  thorough  test  drive  at  ^^OW 
your  convenience.  ^^^^ 

THE  ULTIMATE  DRIVING  MACHINE. 

Bavarian  Motor  Works,  Munich,  Germany. 


Muhammad  All's  extraordinary  paydays 
aside,  the  business  of  boxing  has  been  in  the 
doldrums  for  decades.  Now  television,  which 
all  but  destroyed  it,  is  getting  interested  again. 


A  comeback  for 
the  "sweet  science" 


NEARLY  A  QUARTER  OF  A  CENTURY 
ago,  brooding  about  what  televi- 
sion was  doing  to  the  sport  he 
loved  and  had  spent  a  lifetime  chroni- 
cling, boxing  historian  Nat  Fleischer 
said:  "Within  five  years  title  fights  will 
be  held  in  TV  studios.  The  only  people  on 
the  spot  will  be  the  reporters."  That  omi- 
nous forecast  made  in  1955 — a  vision  of 
prizefights  more  like  electrocutions  than 
sporting  events — was  wrong  in  the  par- 
ticulars but  dead  right  on 
I  the    fundamentals.  The 
'World    Boxing  Council 
'leavy weight  title  fight  a 
ew  weeks  ago  between 
Larry  Holmes  and  Earnie 
shavers  was  witnessed  by 
|i  live  crowd  of  just  4,800 
it  Caesar's  Palace  in  Las 
/egas,  a  mere  trace  ele- 
nent  compared  with  the 
^6  million  who  saw  it  on 
he  ABC  network  in  the 
J.S.     The     live  gate 
mounted       to  some 
!j. 700, 000,*  which  was  ap- 
proximately the  price  that 
;j"aesar's  Palace  had  paid 
Ipr  the  right  to  sell  tickets 
!ind,  of  course,  link  its 
lame  to  the  event  for  pub- 
J  city  purposes).  The  real 

I  layoff  was  in  the  televi- 
ion    rights,    for  which 

!!.BC  had  paid  an  estimated  $4  million. 
|1  A  sophisticated  man,  Fleischer  deeply 
lippreciated  the  relationship  between 
iloxing  as  an  art  form — the  "sweet  sci- 
tmce,"  as  Pierce  Egan,  the  19th-century 
:'istorian  of  Boxiana,  called  it — and  box- 
Ijig  as  a  business.  He  was  fearful,  with 
i  pod  reason  as  it  turned  out,  that  vora- 
Ijous   television   programmers  would 

'  I  /  boxing,  all  numbers — especially  numbers  bating  to 

I I  with  money — should  be  handled  with  extreme  cau- 
l\n.  At  best,  often,  tljey  can  suggest  only  an  order  of 
j  !  ignitude,  nut  an  exact  sum  Boxing  /promoters  through 

I  history  have  used  numbers  the  way  seducers  use 
\\~>mises  ■  . 


quickly  discover  and  devour  whatever 
good  talent  existed  and,  worse,  destroy 
economic  support  for  the  local  fight  clubs 
and  promoters  essential  to  the  develop- 
ment of  more.  In  only  a  few  years,  after 
all,  television  had  severely  damaged  the 
minor  league  farm  system  that  once  nur- 
tured young  ballplayers. 

Sure  enough,  the  worst  happened.  In 
the  mid-1950s  all  three  networks  were 
scheduling  weekly   boxing   shows  in 


prime  time.  The  shows  attracted  a  com- 
bined audience  approaching  50  million, 
enough  of  whom  stopped  going  to  their 
local  armories,  arenas  and  halls  to  drive 
most  of  them  out  of  the  boxing  business. 
The  sweet  science  was  subverted  artisti- 
cally, too,  as  television  gave  instant  ce- 
lebrity to  crowd-pleasing  but  woefully  in- 
complete fighters — Chico  Vejar,  Ralph 
"Tiger"  Jones — only  to  show  how  easily 
they  could  be  forgotten  the  first  time 
they  stepped  into  a  ring  with  the  big 
talent  that  survived.  By  the  late  1950s  no 
network  was  regularly  programming 
prime-time  boxing  and  the  sport  itself 


looked  all  but  dead  on  its  feet. 

But  even  Nat  Fleischer,  who  never 
doubted  the  elemental  and  enduring  ap- 
peal of  the  brutal  sport  in  what  passes  for 
civilized  society,  might  be  surprised  at 
the  suddenly  healthy  shape  boxing  is  in 
today.  The  reason  is  that  television, 
which  all  but  destroyed  it,  now  seems  to 
be  getting  interested  in  it  again.  The 
huge  total  audience  and  revenues  gener- 
ated by  the  Holmes-Shavers  fight  are  the 
least  impressive  part  of  the  evidence. 
More  to  the  point  is  the  upcoming  fight 
(Nov.  30)  between  Sugar  Ray  Leonard 
and  Wilfred  Benitez  for  the  World  Boxing 
Association's  version  of  the  welter- 
weight (147  pounds)  championship  of 
the  world.  Leonard  will  collect  $1.4  mil- 
lion for  his  labors  and  Benitez  $1.2  mil- 
lion. Purses  of  that  size  are  possible  only 
because  a  major  TV  network,  ABC  again, 
will  be  televising  the  bout,  to  be  held  in 
Las  Vegas,  in  prime  time.  Even  in  the 
worst  of  times  a  heavyweight  title  fight 
has  been  highly  salable  merchandise  for 
the  networks.  The  Leonard-Benitez 
WBA  championship  match  marks  the 
first  time  in  15  years  that  a  non- 
heavyweight  title  fight  will  be  featured 
in  prime  time  on  a  major  network. 

Not  that  ABC  had  ignored  the  lighter 
divisions  altogether.  Its  Saturday  after- 
noon Wide  World  of  Sports 
has  programmed  fights 
since  its  inception  in 
1961.  But  for  the  current 
season  ABC  has  pro- 
grammed some  2,700  net- 
work minutes  of  boxing, 
double  the  amount  just 
four  years  ago.  NBC, 
which  scheduled  no  net- 
work boxing  as  recently  as 
1977,  will  televise  20 
matches  this  year.  One  of 
them  was  the  fight  in  Pre- 
toria on  Oct.  20  in  which 
a  black  American 
heavyweight,  John  Tate, 
won  a  unanimous  deci- 
sion over  a  white  South 
African,  Gerrie  Coetzee, 
and  thereby  succeeded  to 
the  heavyweight  cham- 
pionship Muhammad  Ali 
held  until  his  retirement 
in  July.  The  fight  turned  out  to  be  more 
memorable  to  political  scientists  than  to 
boxing  students — not  only  was  a  black 
man  mixing  it  up  with  a  white  man  in 
the  land  of  apartheid,  but  black  specta- 
tors sat  peaceably  alongside  whites  in 
the  recently  desegregated  stadium.  Nev- 
ertheless, despite  the  contestants'  slen- 
der reputations,  NBC  thought  enough  of 
it  to  pay  $400,000  for  the  right  to  show  it 
live  on  Saturday  afternoon. 

Television's  quickening  interest 
comes  at  a  time  when  there  might  have 
been  good  reason  to  expect  less  interest 
in  the  sport  than  ever.  In  the  Sixties  and 
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Seventies  the  whole  universe  of  boxing 
seemed  to  be  inhabited  solely  by  the 
extraordinary  Ali,  who  won  the 
heavyweight  championship  in  1964,  lost 
it  twice,  regained  it  each  time,  and  who 
now,  an  old  man  of  37,  has  announced 
his  retirement.  (He  has  retired  at  least 
once  before.)  In  theory,  the  presence  of  a 
charismatic  heavyweight  champion  is 
supposed  to  be  good  for  business  in  all 
the  divisions;  in  covering  him,  the  the- 
ory holds,  the  press  inevitably  raises  pub- 
lic interest  in  the  sport  generally.  With 
his  splendid  boxing  skills  and  incompa- 
rable promotional  flair,  Ali  had  charisma 
to  spare,  using  it  to  command  spectacu- 
lar paydays — $5  million,  for  example,  for 
a  night's  work  in  Zaire,  hyped  as  the 
"rumble  in  the  jungle,"  in  1974,  when  he 
defeated  George  Foreman,  who  also  got 
$5  million.  But  the  theory  did  not  hold 


Promoter  Bob  Arum 

Options  on  future  services  is  the  key. 

up.  During  the  decade  and  a  half  Ali 
bestrode  the  sport,  he  remained  one  of 
the  very  few  men  in  the  U.S.  able  to 
make  a  full-time  living  at  it. 

So,  it  really  won't  signify  should  Ali, 
like  Sophie  Tucker,  decide  to  make  one 
more  farewell  appearance  and  one  more 
payday.  Despite  him  rather  than  because 
of  him,  the  game  itself  is  looking  livelier. 
Back  in  the  1950s,  as  boxing  reeled  from 
the  first  blows  struck  by  television,  the 
number  of  clubs  in  the  U.S.  regularly 
putting  on  prizefights  had  shrunk  to  11. 
Fifteen  years  before,  there  were  more 
than  that  in  New  York  City  alone.  To- 
day, according  to  Nat  Loubet,  associate 
publisher  at  Ring  magazine,  some  35  to 
40  promoters  are  active  in  the  U.S.  In 
1955,  by  one  conscientious  count,  fewer 
than  3,000  professional  boxers  were  ac- 
tive in  the  world.  Today,  Loubet  esti- 
mates, there  may  be  5,300  in  the  U.S. 
alone  and  15,000  worldwide. 

Even  as  mere  horseback  guesses,  these 


numbers  are  interesting.  Boxing  talent  of 
all  qualities  in  the  U.S.  would  have  be- 
come scarcer  in  the  postwar  years,  even 
without  television's  mischief,  because  of 
sociological  and  economic  change.  Box- 
ing, like  crime,  offered  one  way  for  kids 
with  a  taste  for  it  to  make  it  in  the  world, 
to  make  it  big,  without  a  formal  educa- 
tion or  marketable  skills.  An  expanding 
economy,  ever-widening  opportunities 
for  good  schooling  (the  GI  Bill,  for  one 
example)  and  diminishing  bigotry  in  hir- 
ing practices  opened  up  more  conven- 
tional career  choices  to  young  men  born 
poor  or  born  into  some  discriminated- 
against  minority  group — the  classic 
spawning  ground  of  boxing  talent.  For 
black  youths  specifically,  other  sports — 
baseball,  football,  basketball — finally  be- 
came color-blind.  So  the  apparent  rise  in 
the  number  of  U.S.  boxers  testifies  not 
only  to  revived  interest  in  the  sport  but 
also  to  the  continuing  presence  of  sizable 
groups  of  underclasses  for  whom  it  re- 
mains a  chance  to  make  it  big. 

The  apparently  enormous  leap  in  box- 
ers outside  the  U.S.  is  owing  to  change  of 
another  sort.  From  the  heavyweight 
down  through  the  middle  and  even  some 
of  the  lighter  divisions,  the  world  title- 
holders  and  top-ranked  contenders  in  the 
first  six  decades  of  this  century  were 
mostly  Americans,  for  much  the  same 
reasons  that  the  U.S.  boasted  the  most 
cars,  telephones  and  indoor  bathrooms. 
The  population,  hence  the  talent  pool, 
was  bigger.  The  market  was  bigger  here. 
This  was  where  the  money  was.  In  1962, 
moreover,  just  as  boxing  was  going 
through  hard  times  for  other  reasons,  the 
International  Boxing  Club,  headed  by 
fames  Norris  and  headquartered  in  the 
old  Madison  Square  Garden  on  Eighth 
Avenue  in  New  York,  finally  was  broken 
up  under  pressure  from  trustbusters  at 
the  U.S  Department  of  Justice.  One  of 
the  keys  to  Norris'  power,  in  addition  to 
his  control  of  several  major  indoor  and 
outdoor  arenas,  was  his  apparently  un- 
challengeable lock  on  the  promotion  of 
heavyweight  title  fighters — a  powerful 
lever  for  prying  loose  opportunities  else- 
where. The  end  of  the  old  IBC,  in  combi- 
nation with  the  pronounced  drying-up  of 
U.S. -bred  talent,  opened  up  the  sport  to 
the  world.  It  also  led  to  a  power  vacuum 
in  the  sanctioning  of  title  matches  and, 
inevitably,  to  considerable  regulatory 
chaos  which  still  persists.  There  are  now 
two  competing  and  contentious  authori- 
ties for  sanctioning  "world"  titles,  the 
World  Boxing  Association  based  in  Pana- 
ma and  the  World  Boxing  Council,  based 
in  Mexico  Cityftee  box,  p.  72). 

Until  the  end  of  Norris'  IBC,  a  reason- 
ably stable,  predictable  process  existed 
by  which  hungry  fighters  could,  first, 
sort  things  out  among  themselves  as 
amateurs  and  then,  having  gained  some 
visibility,  catch  the  eye  of  managers  who 
could  "bring  them  along"  as  pros  with 


the  help  of  promoters  wjth  this  or  th£ 
connection.  The  process — which  ofte 
depended  upon  pliant  state  licensing  at 
thorities  with  a  certain  tolerance  for  th 
presence  of  known  criminals  in  the  ai 
rangements — is  well  understood  by  any 
one  who  has  been  to  the  movies  or  ha 
taken  a  good  survey  course  in  America 
literature.  "It's  not  your  night,"  Terr 
Malloy  recalls  being  told  by  his  gangstt 
brother  in  Budd  Shulberg's  On  the  Water 
front.  "I  thought  it  over,  Tom.  I  like  t 
get  a  piece  of  that  boy,"  gangster  Eddi 
Fuseli  tells  manager  Tom  Moody  in  Clil 
ford  Odets' 6 olden  Boy. 

Today,  there  is  good  reason  to  suppos 
that  the  criminal  element,  having  othei 
less  chancy  ways  to  wash  money  or  tak 
an  ego  trip,  is  less  important  in  the  busi 
ness  than  it  used  to  be.  There  is  at  leas 
one  symptom,  however,  suggesting  tha 


Promoter  Don  King 

Not  quite  a  one-man  OPEC. 


it  has  not  gone  altogether.  Even  on  well 
publicized  fights,  according  to  peopli 
who  know  these  things,  remarkably  lit 
tie  betting  takes  place.  "I've  never  beer 
able  to  find  a  lot  of  money  being  bet  or 
fights,"  says  Mort  Sharnik,  a  former  box 
ing  editor  of  Sports  Illustrated  and  a  con 
sultant  to  CBS  Sports.  "What  is  bet  prob 
ably  comes  to  maybe  1%  of  what  is  bel 
on  professional  football."  That  is  taker 
as  a  sure  sign  of  the  public's  doubt  that 
boxing  is  as  clean  as  other  sports  are 
perceived  to  be. 

Because  of  its  smelly  past  and  the  pres- 
ent chaos  in  the  title-sanctioning  func- 
tion, in  any  case,  boxing  presents  televi 
sion  programmers  with  very  special 
headaches.  In  1977,  for  example,  with 
some  considerable  fanfare,  ABC  con-j 
tracted  with  Don  King,  a  onetime  num 
bers  racketeer  in  Cleveland  who  had  done 
time  for  manslaughter,  to  orchestrate  the 
"U.S.  Boxing  Championships"  designee! 
to  flush  out  fresh  American  talent 
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Add  your  personal  touch 
to  our  extraordinary  brandy. 


Personalize  every  bottle  of  our 
XO  Rare  Reserve  Brandy  that  you 
give  as  a  gift  this  year.  Just  ask  us  to 
print  specially-designed  neck 
labels  for  you  that  say, 
Compliments  of,  followed 
by  your  name,  or  your 
company's  logotype.  Or,  you 
can  order  elegant  labels 
that  read,  For  the  Personal 
Enjoyment  of,  followed 
by  the  name  of  your  friends 
or  clients.  What's  more, 
you  can  select  other  labels 
that  wish  Happy  Holidays, 
Happy  Birthday,  Happy 
Anniversary,  and  even 
Happy  Fathers  Day. 

Of  course,  even 
without  your  personal 
label,  XO  makes  an 


extraordinary  gift.  Because  every 
bottle  is  a  blend  of  such  unusually 
smooth,  rich  brandies,  that  only  a 
limited  supply  is  avail- 
able every  year.  Add  a 
personal  label,  and  you 
give  a  gift  that  will  be 
especially  remembered 
and  appreciated. 

And  naturally,  these 
personalized  labels 
are  yours  free  from 
The  Christian  Brothers. 

For  more  informa- 
tion about  our  personal 
labels,  see  your  retailer 
or  write: 

The  Christian  Brothers, 
XO  Personalized  Labels, 
P.O.  Box  99607, 
San  Francisco,  CA  94109. 


XO  Rare  Reserve  Brandy  from  The  Christian  Brothers  of  California. 

WORLDWIDE  DISTRIBUTORS:  FROMM  AND  S1CHEL.  INC.,  SAN  FRANCISCO,  CALIFORNIA,  U.S.A.  BRANDY:  HO  PROOF. 


/ithin  months,  ABC  was  investigating 
barges  that  King  put  fighters  into  his 
jurnament  only  after  he  had  secured 
ptions  on  their  future  services.  ABC 
iso  pursued  charges  that  he  tampered 
'ith  Ring  magazine's  boxing  rankings  to 
olster  his  tigers'  credentials.  A  young 
ghter  was  even  willing  to  testify  that  he 
ad  paid  cash  to  get  a  fight.  The  tourna- 
lent  was  killed  in  its  cradle. 
King  never  offered  a  persuasive,  de- 
tiled  defense.  He  didn't  have  to.  No 
>rmal  charges  were  brought  against 
im.  The  unpleasantness,  clearly,  has 
□ne  him  no  lasting  harm.  Wheeling  and 
saling  from  a  nifty  townhouse  on  the 
ast  Side  of  Manhattan,  he  is  today, 
ght  years  after  his  release  from  prison, 
rnieone  the  networks  must  deal  with 
>r  top-drawing  talent.  He  promoted  8  of 
luhammad  Ali's  24  world  heavyweight 
tie  fights.  He  promoted  the  recent 
'olmes  fight  in  Las  Vegas,  sanctioned  by 
le  WBC,  and  continues  to  control 
holmes'  availability. 

King  is  not  quite  a  one-man  OPEC 
antrolling  the  price  of  talent.  He  has  an 
nportant  rival  in  the  fight-promotion 


business,  a  New  York  lawyer  named  Bob 
Arum,  who  began  to  see  opportunities  in 
boxing  while  working  as  a  prosecutor  in 
the  office  of  the  New  York  State  Attor- 
ney General.  Arum  himself  promoted  at 
least  six  of  Ali's  fights.  He  promoted  the 
Tate-Coetzee  fight  in  Pretoria  last 
month,  sanctioned  by  the  WBA,  and 
continues  to  control  Tate's  availability. 

The  presence  of  two  front-rank  pro- 
moters competing  against  each  other, 
however,  does  not  automatically  lower 
the  price  of  the  flesh  they  peddle.  Each 
may  have  to  outbid  the  other  to  get  the 
right  to  a  fighter's  services,  thereby 
building  in  legitimate  costs  that  must  be 
recovered.  A  conflict  more  useful  to  the 
networks  is  the  one  that  continues  be- 
tween the  WBC  and  the  WBA.  Each  ex- 
acts a  fee  for  sanctioning  a  title  bout  that 
can  range  up  to  1%  of  the  purse  and 
expects  the  promoter  to  spring  for  its 
representatives'  plane  fares,  hotels  and 
goodness  knows  what  else  connected 
with  the  occasion.  But  if  there  were  one 
authority,  those  costs  could  only  be  ex- 
pected to  go  higher. 

For  the  foreseeable  future,  the  net- 


In  this  corner  .  .  . 


Two  authorities  now  contend  in  the  business  of  sanctioning  world  championship 
matches.  One  is  the  World  Boxing  Association,  based  in  Panama.  The  other  is  the  World 
Boxing  Council,  based  in  Mexico  City.  The  fact  that  they  compete  against  each  other 
may  have  certain  marginal  cost  benefits  to  fight  promoters,  but  the  lack  of  agreement  on 
just  who  is  the  best  in  the  world  in  each  division  has  resulted  in  considerable  confusion. 
The  two  don't  even  agree  on  what  to  call  some  of  the  divisions.  The  WBC  prefers  to  call 
the  154-pound  class  "super  welterweight"  and  the  122-pound  class  "super  bantam- 
weight." Herewith,  both  slates  of  present  titleholders. 


Division 

WBA 

WBC 

Heavyweight 

John  Tate 

Larry  Holmes 

(over  175  lbs) 

US 

US 

Light  heavyweight 

Victor  Galindez 

Matthew  Saad  Muhammad 

(175  lbs) 

Argentina 

US 

Middleweight 

Vito  Antuofermo 

Vito  Antuofermo 

(160  lbs) 

Italy 

Italy 

Jr  middleweight 

Masashi  Kudo 

Maurice  Hope 

(154  lbs) 

Japan 

UK 

Welterweight 

Jose"  Cuevas 

Wilfred  Benitez ' 

(147  lbs) 

Mexico 

Puerto  Rico 

Jr  welterweight 

Antonio  Cervantes 

Sang-hyung  Kim 

(140  lbs) 

Colombia 

South  Korea 

Lightweight 

Ernesto  Esparia 

Jim  Watt 

|135  lbs) 

Venezuela 

Scotland 

Jr  lightweight 

Sammy  Serrano 

Alexis  Arguello 

(130  lbs) 

Puerto  Rico 

Nicaragua 

Featherweight 

Eusebio  Pedroza 

Danny  Lopez 

(126  lbs) 

Panama 

US 

Jr  featherweight 

Ricardo  Cardona 

Wilfredo  Gomez 

(122  lbs) 

Colombia 

Puerto  Rico 

Bantamweight 

Jorge"  Lujan 

Lupe"  Pintor 

(118  lbs) 

Panama 

Mexico 

Flyweight 

Betulio  Gonzalez 

Chan  Hee  Park 

(112  lbs) 

Venezuela 

South  Korea 

works  will  be  doing  business  with  bot 
the  WBA  and  the  WBC.  And  it  seeirj 
inevitable,  for  now,  that  they  have  i 
haggle  with  Arum  and  King  as  well.  Aft< 
the  Tate-Coetzee  fight  last  month,  Die 
Young,  sports  editor  of  the  New  Yoi 
Daily  News,  reported  that  Arum  ws 
sure  that  quite  soon  Don  King  would  h 
"hungry  enough"  to  make  a  deal  for 
match  between  Holmes  and  Tate.  Ann 
figured  it  would  next  September  or  Oct* 
ber,  Young  reported,  because  "that  is  th 
time  of  TV's  rating  wars,  when  the  tut 
offers  should  be  whopping." 

Boxing,  in  contrast  to  most  otht 
sports,  carries  an  extra  cost — in  huma 
health,  even  life — and  from  time  to  tirr 
an  objection  will  be  raised  in  one  con 
passionate  quarter  or  another  that  th 
sport,  at  least  when  played  for  mone; 
ought  to  be  outlawed.  There  is  no  oth( 
sport,  a  British  eye  surgeon  named  fame 
Hamilton  Doggart  observed,  who* 
"prime  object  is  to  knock  your  opponer 
unconscious."  Enthusiasts,  Dr.  Dogga 
suggested,  should  "attend  a  few  postmo 
tern  examinations  upon  those  who  su< 
cumb  to  boxing,  so  that  they  can  se 
what  havoc  may  be  wrought  upon  th 
lobes  of  a  repeatedly  hammered  brain. 
Such  objections  have  been,  and  doubtle; 
will  continue  to  be,  unavailing. 

Useless,  too,  are  complaints  of  quit 
another  kind,  from  true  fans  who  ha\ 
no  problems  with  the  sport's  violenc 
but  could  just  weep  for  the  sins  televisia 
commits  when  it  covers  a  match.  In  th 
course  of  the  Holmes-Shavers  fight,  fc 
example,  pundit  Howard  Cosell  carrie 
on  at  some  length  about  the  importanc 
of  the  "comer  men,"  those  wizards  wh 
leap  into  the  ring  between  rounds  an 
apply  their  swabs,  potions  and  exper 
ence  to  close  a  cut,  clear  a  muddled  hea 
and  thereby  make  it  possible  for  a  seven 
ly  pummeled  human  to  answer  the  be 
for  the  next  round.  After  the  tenth  roun 
in  Las  Vegas,  when  Holmes  had  bloodie 
Shavers,  every  knowledgeable  fight  fai 
in  the  TV  audience  must  have  wanted  t 
see  Frank  Luca,  Shavers'  comer  man,  d 
his  stuff.  With  its  ability  to  zoom  in  for 
better  view  than  even  most  ringsidei 
could  command,  it  is  the  kind  of  repor 
ing  television  does  so  well.  Instead,  c 
course  — pow! — ABC  cut  to  a  comme: 
cial.  Advertisers  like  American  Motoi 
and  Anheuser  Busch  had  paid  as  much  a 
$150,000  for  a  30-second  spot.  It  i 
doubtful  that  those  advertisers  wo 
much  goodwill,  let  alone  sales,  from  an 
disciples  of  Pierce  Egan  in  the  viewin 
audience.  But  at  this  stage  in  the  histor 
of  the  game,  it  is  also  doubtful  that  thei 
are  enough  serious-minded  students  c 
boxing  left  to  worry  about.  As  long  a 
television  can  deliver  audiences  b^ 
enough  to  justify  those  prices,  they  wi. 
get  them.  That's  the  kind  of  money  tha 
made  it  possible  for  ABC  to  spring  fa 
the  rights  money  in  the  first  place.  ■ 
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GMC  SPEAKS  TO  YOU  ABOUT  PROFIT: 


FUEL  BILLS  SHOULONT 
DRIVE  YOU  INTO  THE  RED. 


If  these  days  it  seems  as 
if  you're  literally  pumping  a  lot 
of  money  right  back  into  your 
business,  here's  some  encour- 
aging news  for  you.  GMC  Truck 
and  Coach,  a  division  of 
General  Motors,  has  put  some 
75  years  of  experience  into 
trucks  that  can  help  you  keep 
profits  up  and  fuel  costs  down. 


•1- 

A  FAN  THAT  SAVES  MONEY 
BY  WORKING  LESS. 

Not  all  driving  situations 
require  a  fan.  And  that's  why 
GMC  offers  a  variable- 
speed  hydraulic 
model.  Unlike 


a  conventionally  designed 
engine-cooling  fan,  it  operates 
at  full  speed  only  when 
needed.  When  the  fan  is  free- 
wheeling, it  can  save  you 
horsepower. 


ATRUCK  THAT  WEIGHS  LESS, 
COSTS  LESS  TO  RUN. 

Unnecessary  weight  is 
unnecessary  expense.  So, 
many  weight-saving 


components  formerly  offered 
as  available  options  by  GMC 
are  now  standard.  For  example, 
GMC  has  been  able  to  reduce 
the  weight  of  a  GMC  Astro  by 
hundreds  of  pounds. 

•3- 

OUR  DRAGFOILER  CAN 
PRODUCE  FUEL  SAVINGS 
OUT  OF  THIN  AIR. 

To  help  reduce  the  costly 
horsepower  drain  caused 
by  wind  resistance,  GMC  has  de- 
signed the  Dragfoiler.  At  55 
mph,  it  can  save  you  34  horse- 
power by  reducing  drag  34%. 


A  WIDE  CHOICE 
OF  ECONOMY-MINDED 
DIESEL  ENGINES. 

GMC  also  offers  a  full  line 
of  diesel  engine  and  trans- 
mission combinations  that  can 
help  reduce  fuel  costs  even 
further.  So  talk  to  your  GMC 
dealer  about  buying  or  leasing 
a  GMC  truck  soon.  Because  if 
what  you  want  are  ways 

to  make  your  business  more 
profitable,  GMC  has  the 
trucks  that  can 
help  you  do  it. 


The  Most 

(Jnfoi^ettable^ 

Typewriter 

I  Ewer  Met. 


Introducing  the  IBM 
Electronic  75  Typewriter. 

I  write  the  typewriter  ads  for  IBM. 

And  as  a  writer,  I've  known  a  lot  of 
typewriters  in  my  day. 

The  minute  I  first  saw  the  new  IBM 
Electronic  75, 1  knew  typing  would  never 
be  the  same  again. 

It  works  harder  for  you  than  any  other 
typewriter  I've  ever  used. 

Thanks  for  The  Memory.  The  Elec- 
tronic 75  has  a  memory  that  can  store  and 
automatically  retype  over  7,500 characters. 

That's  about  5  pages  of  names,  dates, 
titles,  addresses,  numbers,  phrases, 
sentences,  paragraphs,  entire  letters  — 
anything  you  type  often. 

Now  when  you  have  something  to  retype, 
the  typewriter  can  type  it.  Automatically. 

And  because  of  its  remarkable  memory, 
it  can  do  even  more. 


Revision  Without  Retyping.  Now 

when  you  have  to  make  a  change,  you  type 
only  the  change. 

Let's  say  you  have  to  add  the  words  per 
your  request  to  the  middle  of  a  sentence 
that's  right  in  the  middle  of  a  page  that's 
stored  in  the  typewriter's  memory. 

On  command,  the  Electronic  75  auto- 
matically locates  the  point  of  change.  You 
type  the  words  per  your  request  into  the 
memory.  And  the  typewriter  automatically 
retypes  the  entire  revised  page — error  free. 

Creative  Writing  Made  Easy.  You  can 

also  create  new  documents  by  combining 
a  series  of  phrases,  sentences,  or  paragraphs 
stored  in  the  typewriter's  memory. 

In  fact,  you  can  combine  stored  typing 
with  original  typing  to  create  more  per- 
sonal—and therefore,  more  effective  — 
new  material. 

It  All  Began  With  a  Mule  and  a 
Hayrake.  In  1913,  James  Fields  Smathers 


invented  the  electric  typebar  typewriter  — 
based  on  his  observations  of  a  mule-drawn 
hayrake. 

(Smathers  applied  the  operating  prin- 
ciple of  the  hayrake  s  revolving  fluted  shaft 
to  his  typewriter.) 

The  idea  of  using  electricity  greatly 
increased  the  typewriter's  productivity. 

Today,  the  use  of  electronics  has  made 
the  new  IBM  75  the  most  productive  type- 
writer I've  ever  seen. 


It  has  automatic  erasing,  automatic 
centering,  automatic  underlining,  auto- 
matic indents,  automatic  number  align- 
ment, automatic  column  layout,  and  more. 

Seeing  Is  Believing.  Call  your  IBM 
Office  Products  Division  Representative 
for  a  free  demonstration  in  your  office. 

The  new  IBM  Electronic  75  Typewriter 
is  so  incredible  that  once  you  trv  it,  you'll 
want  it.  Automatically. 


Office  Products  Division 


)on't  throw  away  those  useless  old  stock  certificates,  Mother.  They 
light  be  worth  as  much  to  somebody  as  a  Chinese  Imperial  bond. 


Collectors9 
underwriter 


rHIS  ONE  IS  WORTH  ABOUT 
$150,"  estimates  John  E. 
Herzog,  slowly  turning 
le  pages  of  an  enormous, 
lusty  album,  the  kind  in  which 
au  keep  valuable  prints.  "And 
lis  one  is  about  $2,500  now." 
he  album  contains  no  Picassos 
r  Toulouse-Lautrecs;  it  is  page 
ter  page  of  a  particular  series 
:  handsome  Chinese  Imperial 
ail  ways  bonds  from  191 1,  a  se- 
es defunct  for  almost  as  long  as 
le  Manchu  dynasty  that  issued 
.  He  stops  apologetically  at 
vo  blank  pages,  where  the 
>00  denominations  would  go. 
Dne  of  these  sold  in  a  London 
action  just  this  September,"  he 
lys  sadly,  "for  £14,000."  Sadly, 
;cause  Herzog  is  a  man  of 
ime  means,  but  not  those 
leans.  Figuring  in  commis- 
ons  and  fees,  that  piece  of  pa- 
ur  cost  about  $34,000. 
Herzog  is  one  of  a  couple  of 
lousand  collectors  here  and  in 
urope  whose  passion  is  old 
:ock  and  bond  certificates  no 
>nger  of  any  investment  value 
nt  of  interest  because  of  their 
itiquity  or  beauty  or  historical 
jnnections  or,  like  the  missing 
hinese  bond,  their  rarity, 
rhere  are  no  more  than  19  of 
lat  particular  type  in  the  world,"  Her- 
)g  explains.  "That  is  all  that  went 
nredeemed." 

He  comes  by  his  passion  fairly.  As 
ead  of  the  brokerage  firm  Herzog, 
'eine,  Geduld,  Inc.,  Herzog  personally 
refers  to  deal  extensively  in  inactive 
:curities.  He  recounts,  "One  day,  I 
issed  an  antique  store  window  and  they 
ad  a  100-year-old  certificate,  selling  for 
5,  framed.  It  was  an  attractive  docu- 
lent,  and  I  found  out  it  had  a  history;  I 
as  hooked."  Later,  he  acquired  R.M. 
mythe  &  Co.,  Inc.,  the  specialized  re- 
larch  firm  that  determines  the  invest- 


1908  "Anglo-French"  loan  £20  bond,  37cm.  x  28  cm. 
The  Manchu  dynasty:  good  taste  but  a  poor  risk. 

ment  worth,  if  any,  of  old  securities. 

Now  he  has  a  wall  full  of  colorful  Chi- 
nese bonds,  and  cabinets  full  of  old,  en- 
graved paper,  carried  under  assorted  head- 
ings. "Actually,  these  are  attractive  to  a  lot 
of  other  sorts  of  collectors,"  says  Herzog. 
"There's  a  fellow  here  in  New  York  who 
collects  subway  memorabilia,  for  in- 
stance .  .  .  ,"  and  he  produces  certificates 
of  the  Broadway  &  Seventh  Avenue  Rail- 
road, now  known  more  humbly  to  New 
York  straphangers  as  the  Broadway  local. 

Some  of  his  items  will  go  to  autograph 
collectors — out  come  stock  certificates 
signed  by  Jay  Gould,  by  Samuel  Insull,  by 


Thomas  A.  Edison.  "I  waited  2' 
years  for  this  one,"  says  Herzo 
with  satisfaction,  carefully  un 
wrapping  one  more.  It  turns  ou 
to  be  Standard  Oil  Co.,  signe* 
by  the  original  John  D.  Rocke 
feller.  "I  would  guess  that' 
worth  about  $500,"  he  figures. 

Business,  whatever  its  source 
seems  to  be  picking  up.  In  Janu 
ary  R.M.  Smythe  will  celebrat 
its  100th  birthday  by  holdin 
the  first  U.S.  auction  of  certifi 
cates,  to  augment  the  estah 
lished  auctions  in  London  an 
Frankfurt. 

There  is  even  enough  actioi 
to  draw  counterfeiters  of  worth 
less  stock.  Pierce-Arrow  Mota 
Car  Co.  certificates  are  advei 
tised  at  $3  each.  Herzog  lays  on 
of  the  bland,  unillustrate 
sheets  next  to  a  real,  worthies 
Pierce-Arrow  certificate,  with 
dramatic  engraved  eagle  acros 
the  top.  "You  can  see  at  a  glanc 
that  it's  a  fake,"  says  Herzog 
"The  paper  is  wrong,  the  seal  i 
wrong,  and  notice  the  printer' 
mark — that  mark  is  quit 
recent,  not  pre-1935.  The  rea 
one  was  done  by  America; 
Bank  Note  Co. — in  the  old  day 
the  Americans  produced  the  fin 
est  financial  engraving  in  th 
world.  Almost  everyone  used  it,  incluc 
ing  the  Chinese."  Sure  enough,  many  c 
Herzog's  Imperial  bonds,  with  their  locc 
motives  and  pagodas  and  their  abstract 
magenta  Mandarin  seals,  have  th 
American  company's  name  at  the  bot 
torn,  in  small  print. 

Herzog  is  now  making  a  business  c 
selling  certificates  himself.  He  deals  ij 
these  pieces  of  paper,  quoting  prices  an 
trading  from  inventory,  and  for  a  year  hi 
has  been  putting  out  a  quarterly  publica  0[,;j 
tion  called  Friends  of  Financial  History 
which  quotes  his  prices  (most  are  only 
few  dollars),  runs  articles  and  photc  J:, 
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In  a  world  growing 
more  and  more  complex, 
it's  still  possible 
to  think  of 
simple  pleasures. 


graphs  ("which  help  discourage  counter- 
feiting," says  Herzog)  and  calls  his  mania 
"scripophily"  (from  the  Greek  "love  of 
writing"). 

Prices  for  old  certificates,  as  for  other 
"collectibles,"  have  jumped  by  apprecia- 
ble amounts  in  the  past  few  years,  amid 
the  more  general  mania  called  "flight 
from  currencies."  "British  banks  used  to 
have  an  informal  policy  of  shredding  fi- 
nancially worthless  certificates,"  says 
!  Herzog,  "to  spare  the  trust  department 
■the  expense  of  having  to  go  to  R.M. 
Smythe  and  get  them  researched,  at  $20 
a  company.  They  had  to  stop  that  about  a 
year  or  two  ago." 

While  Herzog  will  carry  in  inventory 
anything  that  might  conceivably  be  of 
interest  to  someone  (is  there  a  feminist 
out  there  interested  in  the  Woman's 
Sold  Mining  Co.,  circa  1901?),  his  own 
taste  runs  to  beauty  of  illustration — 
hence  the  Chinese  bonds — and  to  his- 
torical items.  He  prizes  his  Bounty 
'  ulf  oonds,  used  to  raise  money  to  hire  mer- 
;enaries  in  the  Civil  War;  certificates  for 
^  shares  in  the  first  turnpike  company  in 
'L''  \merica,  the  Philadelphia  &  Lancaster 
-  Turnpike  Road,  dated  1795;  and  a  1721 
a,L  /oting  proxy  of  the  original  South  Sea 
'an'J  Do.,  epicenter  of  the  famous  "South  Sea 
M  bubble."  Since  no  law  requires  destruc- 
[ion,  some  were  stored,  others  were  kept 
:rti!i  ,y  people  who  simply  liked  them, 
stai   "These  certificates  give  you  a  unique 
1  dH  lant  on  the  way  of  life  many  years  ago," 
explains  Herzog,  getting  down  another 
ctl'i  tack  of  big,  black  albums.  "For  example, 
■art)  'hiladelph  ia  was  the  major  city  in  the 
MILS,  for  most  of  the  19th  century,  and 
:Ci  veryone  used  bond  and  stock  issues  to 
• :  aise  money  in  those  days  of  no  regula- 
irattjlion,  so  now  there  are  dozens  of  can- 
died   City    of    Philadelphia  bonds, 
vitc  chuylkill  &  Delaware  Canal  Co.  stock 
^  nd  certificates,  Free  Library  of  Philadel- 
hia  certificates.  .  .  ." 
But  the  new  stack  of  albums  is  not 
:om  Philadelphia.  They  hold  his  collec- 
ion  of  czarist  Russian  bonds.  "This  is  a 
.ussian  rente  of  1902,"  he  says,  proffer- 
fig  a  loose  bond  with  the  now-familiar 
American  Bank  Note  style  gracing  a  doc- 
ment  filled  with  Cyrillic  letters.  "A  10 
lillion-ruble  issue  among  about  2.5  bil- 
on  rubles  floated  just  that  year.  That 
^as  equivalent  to  about  $1.25  billion 
len.  The  total  U.S.  national  debt  was 
nly  $1.2  billion  at  that  time."  (He  does 
)stta  Dt  like  to  add  that  currently  the  nation- 
debt  is  $820.4  billion.) 
"And   these   are   just   the  railroad 
ands,"  he  says,  turning  page  after  page 
the  albums.  "These  are  not  any  of  the 
ty  bonds  or  national  bonds.  The  czar's 
wernment  ran  off  millions  of  rubles 
orth  every  year,  some  no  doubt  to  pay 
r  their  Faberge  Easter  eggs.  Altogether, 
|iany  millions  worth  of  bonds. 
"It  gives  you  insight  into  what  was 
ippening  to  that  society  at  that  time. "  ■ 
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For 1980,  Mercedes-Benz 
introduces  the  most  relentlessly  efficient 
automobiles  in  its  history. 


Dramatic  fuel  mileage  gains  of from 
14.3  *  to  33.3  percent  in  gasoline 
models— without  downsizing  bodies 
or  engines  a  whit.  All  five  Diesels 
gain  new  power— without  spoiling 
their  famed  fuel  efficiency.  A 
remarkable  engineering  accom- 
plishment. But  just  what  you'd 
expect  from  Mercedes-Benz  in 
times  like  these. 

Stringent  efficiency  is  no 
sudden  demand  to  the  engineers 
of  Mercedes-Benz.  For  94  years 
they  have  built  cars  with  little  else 
in  mind. 

For  1980,  these  engineers  have 
inched  the  standards  up  another 
notch.  The  result:  eleven 
automobiles  that  stand  as  the 
most  relentlessly  efficient 
Mercedes-Benz  has  ever  built. 

Evolution,  not  revolution 

This  new  peak  was  reached 
without  panic.  Without 
downsizing  bodies  or  cutting 
engine  capacity.  Without  cutting 
hundreds  of  pounds  of  weight. 

And  without  cutting  corners  in 
safety  or  comfort  or  quality.  From 
the  solid  "clump"  when  you  shut  a 
door,  to  the  deep  safety  padding 
that  envelops  the  cabin,  down  to 
the  last  lovingly  hand-rubbed 
enamel  coat,  you  can  rest  assured 
a  Mercedes-Benz  is  still  a 
Mercedes-Benz. 

Through  meticulous  technical 
refining,  it  is  simply  an  even  more 
efficient  Mercedes-Benz. 

Diesels— and  more  power  to  them 

In  any  ordinary  year,  it  would  be 
major  news  that  Mercedes-Benz 
engineers  had  boosted  the 
performance  of  their  Diesel- 
powered  cars. 

And  boost  it  they  did— to  a 
healthy  degree.  The  muscular 
300  SD  Turbodiesel  is  even  more 
muscular.  The  five-cylinder 
300  TD  Station  wagon,  300  CD 

'California  estimates  vary. 


Coupe  and  300  D  Sedan  move 
more  briskly.  The  240  D  Sedan 
enjoys  new  punch. 

But  1980  is  no  ordinary  year. 
The  best  news  is  that  the 
legendary  Diesel  fuel  efficiency 
remains  legendary.  The  economy 
of  the  240  D  remains  in  the 
rarified  air  usually  reserved  for 
compacts  and  mini-cars.  For  1980, 
the  240  D  with  manual  trans- 
mission has  an  FPA  estimate  of 
28  mpg.  That  beats  every  compact, 
mid-size  and  large  car  listed  in  the 
official  EPA  fuel  economy 
information  for  1980,  published 
September  7,  1979. 

All  of  this  has  been  accomplished 
without  tampering  with  the  240  D's 
solid  1.5  tons  or  its  first-class 
accommodations. 

The  300  SD  Turbodiesel  gains  a 
full  10  horsepower,  further 
increasing  its  lead  as  the  most 
efficient  Diesel  yet  installed  in  a 
car.  But  while  performance  soars, 
fuel  mileage  remains  the  same  as 
last  year.  Compare  this  to  other 
cars.  Your  mileage  may  differ 
depending  on  speed,  weather 
conditions  and  trip  length! 
Mercedes-Benz  engineers  did 
enjoy  a  rather  unfair  advantage 
over  other  engineers  working  on 
other  1980  Diesel  cars:  the 
advantage  of  a  44-year  Diesel 
heritage. 

The  pleasant  shock  of  efficiency 

Mercedes-Benz  offers  the 
American  buyer  a  choice  of  six 
gasoline-powered  automobiles 
again  in  1980.  All  six  remain  object 
lessons  in  advanced  design. 

But  the  connoisseurs  who  always 
admired  the  450  SEL  Sedan  as  the 
ne  plus  ultra  of  automotive  travel 
get  a  bonus  in  1980.  So  do  advo- 
cates of  the  six-cylinder  280  E  and 
280  SE  Sedans,  and  280  CE  Coupe. 
And  enthusiasts  of  the  450  SL 
Roadster  and  450  SLC  Coupe 


may  also  be  in  for  a  pleasant  shock. 

In  these  cars  for  1980,  fuel 
efficiency  gains  some  makers 
might  be  pleased  to  achieve  in  two, 
three  or  five  years  have  been 
achieved  in  one.  Advances  ranging 
from  a  14.3*  percent  increase  in 
fuel  mileage  for  the  280  CE  Coupe, 
280  E  and  280  SE  Sedans,  to  a 
33.3  percent  gain  in  the  450  SEL 
Sedan,  the  450  SL  Roadster  and  the 
450  SLC  Coupe.  Compare  this  to 
other  cars.  Your  mileage  may  differ 
depending  on  speed,  weather 
conditions  and  trip  length. 

Quality  service: 
reaffirmed  commitment 

With  every  new  Mercedes-Benz 
comes  a  dual  commitment :  to 
provide  unparalleled  engineering 
in  its  cars  and  to  provide  unparal- 
leled service— through  the 
unstinting  efforts  of  over  400 
authorized  Mercedes-Benz  dealers 
across  the  United  States. 

A  challenge  since  1886 

Every  car  maker  today  speaks  of 
its  cars  being  "right  for  the  times." 
Mercedes-Benz  is  no  exception. 

But  it  is  worth  noting  that 
Mercedes-Benz— having  never  let 
its  cars  grow  too  long  and  large 
and  heavy— is  not  now  forced  into 
radical  redesign  to  bring  them 
back  in  line. 

Making  its  cars  more  efficient 
does  not  loom  as  "the  challenge  of 
the  eighties"  at  Mercedes-Benz. 

It  has  always  been  the  challenge. 


Engineered  like  no  other 
car  in  the  world 


©  1979  Mercedes  Benz  of  N.A..  Ira; 


Thanks  to  a  forty-year  conservation  program 
the  Trumpeter  Swan  just  might  survive. 

What  will  it  take 
to  save  your  plant? 

During  the  18th  and  19th  centuries  the  reckless 
slaughter  of  the  Trumpeter  Swan  nearly  caused  its 

extinction.  Today,  hoivever,  as  a  result  of  a 
long-term  conservation  effort,  the  Trumpeter  Swan 
has  a  fighting  chance  for  survival. 

Within  an  industrial  environment,  too,  effective 
conservation  techniques  cannot  be  implemented 
overnight.  To  avoid  losses,  a  vigorous  long-term  loss 

control  program  is  necessary.  And  that's  where 
Allendale  can  help.  Allendale  Mutual  Insurance 
Company,  Allendale  Park,  Johnston, 
Rhode  Island  02919. 


Allendale  Insurance 


"It  is  an  advantage  to  a  corporation  to  hire 
people  with  a  broad  general  education  and 
have  the  corporations  supply  the  training. " 


An  interview  with 
John  C.  SawhiU 


As  I  See  It 


In  his  new  job  as  Deputy  Secretary  of 
Energy,  John  C.  Sawhill  is  taking  leave 
from  his  duties  as  president  of  New  York 
University.  But  the  tall,  43-year-old 
Princeton  graduate  hasn't  abandoned  his 
recent  crusade  to  put  the  traditional  lib- 
eral arts  curriculum  back  into  favor  in 
U.S.  higher  education. 

He  is  not  simply  objecting  to  narrow- 
ness withm  scientific  or  technical  disci- 
plines but  within  the  social  sciences  as 
well.  He  puts  a  large  part  of  the  blame  for 
the  jammed  communications  between 
business,  government  and  society  at 
large  on  nearly  two  decades  of  overspe- 
cialization  in  the  curricula  of  U.S.  col- 
leges and  universities.  Where  a  good  un- 
dergraduate education  was  once  sup- 
posed to  impart  a  broad,  fundamental 
understanding  of  the  student's  environ- 
ment and  culture,  he  says,  today  it  gener- 
ally means  a  stifling  exercise  in  over- 


specialized  pseudo-scholarship  or  some 
narrow  sort  of  vocational  training: 
"American  education  has  become  the 
handmaiden  of  successful  career  plan- 
ning, spurning  both  creative  teaching 
and  the  rigorous  pursuit  of  knowledge." 
Forbes  visited  Sawhill  in  his  Energy  De- 
partment offices  in  Washington's  Forres- 
tal  Building  to  ask  how  this  hardening  of 
our  educational  arteries  might  be  affect- 
ing U.S.  business. 
What  went  wrong? 

Sawhill:  In  the  Sixties  and  early  Seven- 
ties higher  education  lost  sight  of  its 
mission.  Some  of  the  rigor  went  out  of  it. 
We  became  lax  in  our  grading  require- 
ments. We  no  longer  required  students  to 
write  well  and  to  take  required  courses  in 
foreign  languages  and  mathematics.  As 
the  job  market  became  more  competi- 
tive students  demanded  more  practical 
courses.  Put  that  in  quotation  marks. 


\eputy  Secretary  of  Energy  John  C  SawhiU 

People  hired,  far  middle  management  are  not  getting  rounded  educations.' 


"Courses"  in  very  specific  kinds  of  ac- 
counting. "Courses"  in  advertising  tech- 
niques that  they  thought  would  specifi- 
cally prepare  them  for  a  first  job. 

I'm  not  arguing  that  all  specialization 
is  bad,  but  you  have  to  combine  it  with  a 
broad  and  demanding  course  of  study 
that  focuses  on  some  of  the  basic  skills 
like  writing  and  mathematics. 

Why  do  you  attach  some  of  the  blame  to 
U.S.  business? 

Sawhill:  If  you  read  an  article  by  a 
typical  corporate  chief  executive  he  will 
say  that  we  want  broad-gauged  people 
who  are  trained  in  the  liberal  arts,  whe 
can  think  creatively  and  write  well.  Yel 
if  you  talk  to  their  personnel  depart- 
ments the  kind  of  people  they  are  hiring 
are  very  specialized  in  a  particular  area 
So  one  of  the  things  we  need  to  do  is  tc 
insure  that  the  policies  of  senior  execu- 
tives are  reflected  through  the  organiza- 
tion, particularly  in  hiring  practices. 

We  should  try  to  convince  them  that  il 
is  an  advantage  to  a  corporation  to  hire 
people  with  a  broad  general  educatior 
and  to  have  the  corporations  themselves 
supply  the  specialized  training.  Who  car 
better  train  someone  to  administer  a  pro- 
gram of  insurance  underwriting  than  an 
insurance  company?  That's  not  the  job  oi 
a  university.  The  universities  can  do  a 
better  job  of  teaching  basic  skills  in  writ- 
ing, verbal  communication,  mathemat- 
ics, giving  people  a  sense  of  history  and  a 
better  understanding  of  moral  and  ethi- 
cal principles. 

Moral  and  ethical  principles?  What  has 
that  got  to  do  with  the  bottom  line? 

Sawhill:  Corporate  leaders  are  increas- 
ingly going  to  have  to  be  responsive  to  a 
broader  range  of  social  and  economic  is- 
sues than  they  have  dealt  with  in  the 
past.  They  are  going  to  have  to  work 
more  closely  with  agencies,  local  com- 
munities and  foreign  governments.  Foi 
these  reasons  they  are  going  to  need  tc 
be  more  public  and  command  a  broadei 
range  of  skills.  The  people  who  are  beinja 
hired  for  middle-management  jobs  today 
are  not  getting  the  rounded  education 
that  these  requirements  would  make 
necessary.  Mainly  I'm  talking  about  un- 
dergraduate education,  not  the  better 
M.B.A.  programs.  But  I  do  think  that 
some  of  the  M.B.A.  programs  have  them- 
selves become  too  specialized  and  tech- 
nical. There  is  more  room  in  them  foi 
courses  on  how  government  works,  how 
business  should  make  ethical  decisions. 
A  liberal  education  can  help  people  to 
understand  that  events  have  to  be  seen 
in  a  historical  perspective. 

We  find  corporations,  like  those  in  the 
oil  industry,  who  aren't  able  to  respond 
effectively  to  criticism  from  consumer 
groups,  environmentalists,  a  wide  range 
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MAPCO  IS 
PIPELINES,  BUT... 


□ 


Pipelines  are  only  a  part  of 
the  MAPCO  picture.  This 
integrated  energy  com- 
pany also  produces  and 
markets  oil,  coal,  gas  and  gas 
liquids,  retails  LPG,  liquid  fer- 
tilizer and  appliances  and  pro- 
duces sonic  instrumentation 
devices. 

or  a  closer  look  at  MAPCO's 
diversification  and  profit- 
able growth,  write  for  our 
current  report. 


\>mapco 

Dept.  P,  1800  S.  Baltimore  Ave. 
Tulsa,  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 
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CHARGE. 


Unplug  yourself  from  the  world  and  let  The 
Spa  at  Paim-Aire  restore  your  spirit  for 
living.  Skilled  professionals  will  guide  you 
through  an  individually  designed  diet  and 
exercise  program  that  will  make  you 
feel  like  you  haven't  felt  in 
years.  And  you'll  take  your  pro- 
gram home  with  you  to  keep  you 
feeling  that  way.  The  Spa  has 
separate  (but  equal)  facilities  for 
men  and  women.  Enjoy  a  luxu- 
rious Spa  hotel  suite.  Plus,  2,400 
acres  of  golf,  tennis,  swimming 
and  Florida  Sun. 
See  your  travel  agent,  write  or  call  Saul  Chato,  V.P.  Hotel 
Sales  &  Marketing  for  rates  or  reservations. 
800-327-4960  (TOLL  FREE)  305-972-3300  (Canada  or  Florida) 


One  of  the  world's  great  Spas  is  in  Florida. 


ne- 


World  of  Palm-Aire  Dept.  21187,  2501  Palm-Aire  Drive  North,  Pompano  Beach,  Florida  33060 


Tell  me  more  about: 

□  Golf  Vacations 

□  Spa  Plans 

□  Special  Group  Rates 

□  Meeting  Programs 


dress . 
y  


State. 


Zip 


As  I  See  It 


of  people  in  society.  In  part  this  is  be- 
cause  they  weren't  trained  to  deal  effec- 
tively with  some  of  these  broader  issues 
that  have  been  turned  up  by  sweeping 
scientific  change,  whether  it  has  beer 
the  Concorde,  recombinant  DNA  or  nu- 
clear reactors. 

For  a  long  time  we  felt  that  all  we  hac 
to  do  was  to  develop  more  scientific  ex- 
perts and  the  world  would  continuall> 
become  a  better  place.  Then  we  became 
concerned  about  some  of  the  dangers  in- 
herent in  these  new  technologies  like 
nuclear  reactors  and  recombinant  DNA 
And  there  has  been,  to  some  extent,  ar 
overreaction  against  these  new  technol- 
ogies. But  people  must  gain  a  better  un- 
derstanding of  what  science  is,  how  it 
works,  what  it  can  and  cannot  do  before 
they  can  make  decisions  about  how  tc 
use  it  most  effectively. 

What  concerns  me  is  that  to  the  extenl 
businessmen  don't  consider  some  of  the 
broader  social  ramifications  of  their  deci- 
sion-making, the  government  steps  in 
and  then  we  get  complex  and  unwork 


"In  the  Sixties  and  Seventies 
higher  education  lost  sight  0} 
its  mission.  Some  of  the  rigor 
went  out  of  it.  We  became  lax. 
We  no  longer  required  stu- 
dents to  write  well  and  to  take 
courses  in  foreign  languages 
and  mathematics.  As  the  job 
market  got  more  competitive, 
students  demanded  more 
practical  courses." 


able  regulatory  systems  established. 

What  benefits  it  an  executive  if  he  pleases 
the  community  he  lives  in  hut  fails  to  meet 
his  boss' profits  goals? 

Sawhill:  I've  served  on  the  board  of 
directors  of  a  number  of  corporations  and 
I've  tried  to  convince  other  board  mem- 
bers to  take  a  longer  view  of  their  busi- 
ness. A  Japanese  businessman  recently 
told  me  that  from  his  perspective  he 
could  make  three  criticisms  of  U.S.  cor- 
porations. One  was  thinking  too  much 
about  next  week  and  next  month  but  not 
enough  about  the  next  five  years.  He  said 
we  complain  about  lack  of  productivity 
but  we  don't  involve  our  employees  in) 
the  decision-making  process  and  alien- 
ate them  from  the  business. 

I  guess  what  I'm  getting  at  is  that  our 
constant  emphasis  on  near-term  resultsi 
and  the  bottom  line  combined  with  ai 
failure  to  be  concerned  with  broader  so-' 
cial  issues  will  ultimately  lead  American! 
business  to  become  less  competitive. 

How  can  you  advise  a  kid  to  study  philos- 
opby,  say,  or  physics  when  what  he  wants 
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KODAK... 
OFFICIAL 
PHOTOGRAPHIC 
CONSULTANT  TO 
THE  1980  WINTER 
AND  SUMMER 
OLYMPIC 
GAMES 


Many  reach  for  the  Olympic  gold  but  only  a  few  get  it.  And 
that's  the  reason  for  having  the  Olympics. 
We  don't  have  to  support  the  Games.  We  just  want  to.  So  we  do. 

The  Committee  has  made  us  the  Official  Photographic 
Consultant  to  the  1980  World  Olympics.  That  means  that  every 
qqq     day  of  the  Winter  and  Summer  Games, 
frfi-^    from  8  a.m.  to  2  a.m.,  our  people  and  our 
equipment  will  be  processing  film  for 
accredited  press.*  No  charge.  Our 
Ij^ISS  contribution  to  world  peace  regard- 
— less  of  where  the  Games  are  held  . . . 

our  tribute  to  youthful  excellence. 
Photography  in  the  hands  of  superbly  skilled 
professionals  has  the  assignment  to  give  the 
world's  peoples  the  feeling  of  being  there  in 
the  best  possible  spot  seeing  everything 
clearly  at  the  decisive  moment.  Between 
the  hands  on  the  camera  and  the  eyes  of 
the  world,  Kodak  can  make  itself  useful. 
^^3^^^  We  consider  the  Olympic  Games  vitally 
important.  We  would.  We're  just  that  kind 
of  people.  We  feel  kinship  with  others  who  value  excellence, 
wherever  in  the  world  they  live  and  for  whomever  they  cheer. 
Incidentally,  even  if  you  are  not  a  professional  photographer,  we 
want  your  pictures  of  sports  events  to  look  as  though  you 
were  on  your  way  to  becoming  one.  Drop  a  postcard  to  Dept. 
55F,  Kodak,  Rochester,  N.Y  14650  asking  for  Kodak  Publica- 
tion No.  A99-2,  "Sports  Photography — Tips  and  Techniques." 


EXCEL! 
EXCEL! 


•And  for  medical  staff  calling  for  x-rays  when  tough  luck  has  struck 


^Eastman  Kodak  Company,  1979 


Jeratety  is  a  career  in  accounting? 
awhill:  I  think  that  my  own  career 
jsts  to  the  value  of  a  broad  education, 
mldn't  have  prepared  for  the  kind  of 
eer  that  I've  had,  as  a  business  execu- 
i,  a  government  executive  and  a  uni- 
sity  executive.  There's  no  way  to 
dy  for  all  that.  Anyhow,  in  college  I 
n't  know  what  I  was  going  to  do.  So  I 
k  a  fairly  broad  range  of  courses  in  the 
:ral  arts  that  have  given  me  an  ability 
solve  problems,  to  develop  analytical 
[Is,  to  communicate  effectively,  to  un- 
stand  science  and  to  deal  with  quanti- 
ve  method.  If  we  continue  to  train 
pie  as  we  are  today  in  very  narrow 
cializations  we  are  going  to  find  our 


institutions  lacking  in  the  kind  of  leader- 
ship they  will  need  to  solve  the  problems 
they  are  going  to  encounter. 

Not  long  ago  I  taught  a  class  in  which  I 
tried  to  discuss  the  ethical  and  moral 
principles  in  business.  I  brought  up  that  I 
sat  on  the  board  of  directors  of  a  large 
corporation  that  was  constructing  a  new 
building  and  that  I  had  questioned 
whether  the  proposed  architecture  was 
appropriate  to  the  environment  in  which 
it  was  being  constructed.  Some  of  the 
students  actually  thought  I  had  been 
wrong  to  do  that  as  it  wasn't  a  bottom- 
line  consideration.  I  argued  that  it  was, 
in  the  long  view.  They  had  never  really 
thought  about  corporate  architecture  and 


lar  power  may  have  a  great  future,  but  for 
co  the  present  can  be  pretty  depressing. 

Arco's  solar 
chill 


By  Anthony  Spaeth 


^  here's  a  moment  in  a  tour  of  At- 
lantic Richfield  Co.'s  solar  cell 
i    plant  that  could  come  straight  out 
Hharlie  Chaplin's  Modern  Times.  Sili- 

wafers  emerge  from  a  large  oven 
ly  for  the  next  chemical  process.  The 
t  conveyor  belt  is  located  across  the 
m.  Enter  a  disheveled  teenager  with 
e  wielding  a  Teflon  pancake  flipper 

pan.  He  scoops  the  wafers  into  the 

and  runs  them  across  the  room  to 
belt.  One  can  easily  imagine  the  belt 
dng  up  speed  and,  despite  frantic  flip- 
l,  expensive  silicon  chips  spewing 

onto  the  factory  floor.  One  can  also 
gine,  alas,  how  far  away  a  rational 
:ess  for  the  economical  production  of 
j  energy  equipment  may  be. 
jco  bought  its  Chatsworth,  Calif,  so- 
:ell  plant  from  an  independent  manu- 
urer  two  years  ago  for  less  than  $1 
lion.  Hardly  big  bucks  for  an  oil  giant 

Arco  (1978  revenues,  $12.7  billion). 
:e  then,  the  company  has  poured  mil- 
ts more  into  the  facility  and  has  hired 
lutch  of  Ph.D.s  to  work  there.  But 
h  volume  production  still  in  the  fu- 

Arco  is  far  from  making  a  profit  on 
>olar  venture. 

he  technology  Arco  is  working  on — 
tovoltaics — has  been  around  for 
rs.  It  originally  powered  satellites.  The 
n  ingredient,  as  in  semiconductors,  is 
:on;  wafers  are  chemically  treated, 


linked  to  a  copper  grid  system  and  lami- 
nated in  an  aluminum  frame.  Sunlight 
stimulates  a  flow  of  electrons  across  the 
wafer.  The  current  is  drawn  off  by  the 
copper  wires  and  voild! — electricity  exits 
through  the  back.  The  problem  lies  with 
the  silicon's  cost.  Unlike  the  semicon- 
ductor industry,  which  puts  much  more 
sophisticated  circuitry  on  smaller  chips, 
solar  cells  need  surface  area;  there's  no 
use  shrinking  the  wafer.  When  silicon 
costs  $3  per  wafer  and  a  cell  sells  for  less 
than  $7,  Arco  has  to  get  volume:  "We 
have  to  make  it  cheaper, "  explains  Robert 
R.  Chambers,  the  Ph.D.  in  chemistry 
who  heads  the  Arco  project.  "Black  Mod- 
el Ts  are  what  we  want." 

Automation  is  the  key,  but  also  a  stum- 
bling block.  Take  that  expensive  silicon: 
To  cut  costs  Arco  started  producing  its 
own  in  long,  salami-shaped  cylinders. 
The  problem  comes  in  cutting  it.  For 
some  time  Arco's  top-secret  cutting  pro- 
cess, using  diamond  blades,  produced 
warped  wafers  that  shattered  in  the  dry- 
ing ovens.  "It's  like  changing  from  a  hand 
accounting  system  to  a  computerized 
one,"  says  William  E.  Bicker,  another 
Ph.D.  on  the  project.  "After  six  weeks 
you  say,  'Bring  me  back  my  monks!'  " 

Arco  has  good  reason  to  run  scared. 
Two  other  companies  produce  similar 
solar  cells,  one  wholly  owned  by  Exxon. 
Industry  observers  feel  Arco's  and  Ex- 
xon's technologies  are  neck-and-neck,  al- 
though  most   estimate   that  Arco  is 


the  face  it  presents  to  the  public  and  the 
importance  of  community  relations. 

There  is  a  constant  desire  among  peo 
pie  to  become  pragmatic  and  practical,  tc 
focus  on  how  to  build  a  better  widget 
Unless  there  is  an  institution  in  society 
to  counterbalance  that  force  you  get  £ 
nation  of  overspecialized  people  who  ne 
gleet  some  of  the  other  important  ques 
tions  that  I  think  men  and  women  wil 
be  concerned  with.  The  universities 
must  be  the  guardians  of  that  humanistic 
tradition.— James  O'Hanlon 


spending  more.  The  two  companies  are 
fighting  fiercely  for  the  small  markets 
open  to  them.  The  most  promising  may 
be  what  Arco  calls  the  "village  power' 
market — villages  in  places  like  Pakistan, 
Togo  or  Papua  New  Guinea  which  need 
power  to  pump  water  or  refrigerate  medi- 
cine. If  the  companies  can  book  enough 
orders  from  this  market,  they  can  pro- 
duce enough  volume  of  product,  drop 
their  prices  and  make  a  cell  at  $2  to  $5  a 
watt — at  a  profit.  Arco's  cells  at  present 
are  in  the  $10-per-watt  range. 

The  future  of  Arco's  project  is  uncer- 
tain. Chambers  thinks  the  production 
line  will  be  working  within  a  few 
months — but  that's  what  he  thought  last 
spring.  Once  production  problems  are 
ironed  out,  industry  sources  agree  that 
Arco  as  well  as  Exxon  is  firmly  placed  in 
today's  most  promising  commercial  area 
of  solar  energy.  The  government,  too,  ia 
optimistic.  Dr.  Edward  Sabisky,  of  the 
DOE's  Solar  Energy  Research  Institute, 
thinks  solar  devices  will  be  cheap  enough 
to  provide  50-cents-a-watt  energy  (in| 
1975  dollars)  by  1986,  making  individual 
solar  modules  cost-effective  for  home  en- 
ergy needs.  But  there's  a  catch:  Research 
by  then  may  well  have  found  a  superior 
technology,  and  the  cells  Arco  is  strug- 
gling to  produce  could  be  dodo  birds. 

The  trick  now  is  to  line  up  sales,  at  the; 
same  time  exploring  mass  production  of 
the  cells.  The  pitfall  is  obvious:  When  a 
machine  breaks  and  the  teenagers  are 
back  on  the  line  with  their  pancake  flip- 
pers, customers  could  be  waiting  for 
their  solar  modules.  Already  Arco  has 
missed  at  least  two  deliveries,  and  some 
close  to  the  project  point  to  a  communi- 
cations gap  between  the  small  factory  in 
the  San  Fernando  Valley  and  its  manag- 
ers atop  Arco's  skyscraping  headquarters 
in  downtown  Los  Angeles.  "The  right 
hand  doesn't  know  what  the  left  is  do- 
ing," says  one  source.  Talking  abouti 
plans  to  increase  the  factory's  production 
tenfold  in  one  year,  one  high-level  em- 
ployee says,  "It's  being  done  in  one  swell 
foop."  Mutters  another:  "And  that's  fre- 
quently how  it  comes  out!"  ■ 
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For  champagne  tastes. 


There  are  those  who  will  go  to  any  expense  to  perfect  a  martini. 
Or  even  to  perfect  a  mixed  drink.  Boodles,  the  ultra-refined  British  gin,  spares 
no  expense  to  please  those  perfectionists.  It  is  produced  from  the  world's 
costliest  methods  and  imported  from  Great  Britain. 
If  cost  is  no  consideration  in  satisfying  your  taste,  consider  Boodles 
in  your  next  martini — or  mixed  drink. 

BoodlesThe  world's  costliest  British  gin. 


94  4  Proof  100%  Grain  Neutral  Spirits  Imported  by  General  Wine  &  Spirits  Co  .  N  Y,  N  Y  10022 


WE'RE  MAKING  IT 
EASIER  FORYOU  TO 
DO  BUSINESS. 

We  are  Exxon  Information  Systems  companies.  V/dec,  Qwip, 
Qyx,  and  Zilog. 

Into  our  products  30  the  most  advanced  technolosies 
in  information  processing  communications  and  storase.  Out 
of  them  come  easier,  faster,  more  efficient  ways  for  you  to  do 
business. 

V/dec®  for  example.  V/dec,  Inc.  just  introduced  the 
V/dec  4000  series... the  first  19-inch  two-full-pase  display 
word  processor  The  4000  lets  you  work  with  up  to  6,000 
characters  on  the  screen  at  one  time. 

Qwip®  facsimile  machines  speed  paperwork  across 
town  or  cross-country  in  just  two  minutes.  Because  Qwip  is 
used  with  your  telephone,  sendins  copies  from  "here"  to 
"there"  is  as  simple  as  dialins  your  destination. 

Qyx,®  The  Intelligent  Typewriter/*  has  electronic  modules 
that  let  you  add  memory,  display  or  communications.  So  Qyx 
gets  smarter  without  getting  bigger. 

Zilog,  Inc.  makes  highly  flexible  microcomputer  systems 
that  can  use  five  high-level  languages.  So  Zilog"  microcom- 
puters have  the  versatility  for  a  broad  range  of  business  and 
industrial  applications  at  a  very  low  cost. 

To  learn  more  about  our  products  and  how  they  can 
make  it  easier  for  you  to  do  business,  just  call  800-631-8181 
toll  free.  In  New  Jersey,  call  800-452-9300. 

E^ON  Information  Systems 

Qwip  and  Qyx  are  divisions  of  Exxon  Enterprises  Inc. 


mthwest  Airlines  is  taking  its  comely  made- 
i-Texas formula  into  the  interstate  market. 


Texas  gets 
bigger 


rHE  most  important  ten  minutes 
in  Southwest  Airline  Co.'s  history 
happens  about  200  times  a  day.  It's 
:  ten  minutes  from  the  time  a  South- 
st  plane  taxies  up  to  the  gate  until  it  is 
;k  out  on  the  runway,  ready  for  takeoff 
lin.  That  it  is  only  ten  minutes  is  one 
son  Southwest  is  among  the  nation's 
ist  profitable  passenger  airlines, 
-low  profitable?  Last  year  Southwest 
ned  $1 1.8  million  (not  counting  a  net 
5  million  nonrecurring  gain  from  sale 
aircraft)  on  revenues  of  just  $81  mil- 
a — a  44%  return  on  equity.  In  this 
ir's  first  nine  months  its  profits  rose 
Yo  to  $12  million  on  revenues  of  $96 
llion.  How  do  you  improve  on  that? 
You  don't,"  says  Howard  D.  Putnam, 
ithwest's  42-year-old  president  and 
ef  executive.  But  he's  not  hinting  re- 
sion:  If  there  is  one  in  the  cards,  he 
s,  he  can't  detect  it.  It  has  been  that 
y  ever  since  Putnam  was  brought  in 
t  year  to  replace  Lamar  Muse,  the  air- 
e's first  president  and  the  man  cred- 
i  with  making  Southwest  Texas'  fa- 
ite  airline. 

•outhwest  began  flying  in  1971  be- 
;en  Dallas,  Houston  and  San  Antonio, 
1  has  branched  out  since  1975  to  Aus- 
,  Corpus  Christi,  El  Paso,  Lubbock, 
larillo,  Midland/Odessa,  Beaumont 
i  the  Rio  Grande  Valley.  But  Muse  saw 
t  growth  in  Texas  would  slow — not 
:ause  Texas  wasn't  growing  but  be- 
ise  Southwest  had  virtually  saturated 
market.  Muse's  vision  was  for  South  - 
st  to  duplicate  its  Texas  short-hop 
:cess  by  flying  out  of  Chicago's  in- 
/n  Midway  Airport, 
kit  management,  led  by  Chairman 
rbert  D.  Kelleher,  one  of  the  founders, 
ked,  and  the  disagreement  led  to 
ise's  departure  in  1978.  Says  Kelleher 
ay:  "Midway  isn't  going  to  be  a  sec- 
1  home  but  a  second  point  to  serve. 
:as  will  remain  our  home,  and  any 
erstate  service  will  be  Texas-related." 
olksy,  Iowa-born  Putnam's  delicate 
k  is  to  try  to  make  Southwest  bigger 


while  keeping  the  basic  formula  intact. 
Putnam  draws  a  500-  to  600-mile  circle 
around  Texas  and  calls  it  Southwest's 
new  market.  It  includes  St.  Louis,  Albu- 
querque, Tulsa,  Kansas  City,  even  Mexi- 
co. Southwest's  need  to  outgrow  Texas 
coincided  with  the  Civil  Aeronautics 
Board's  deregulation  policy  to  make  that 
market  vision  possible.  It  will  serve  the 
southern  Midwest  from  Texas  as  spokes 


lar  regular  fare.  Also,  Southwest  flies  be- 
tween Dallas'  Love  Field  and  Houston's 
Hobby  Airport,  both  much  nearer  down- 
town than  either  city's  major  intercon- 
tinental airport.  That's  habit-forming. 

In  fact,  for  years  the  cities  of  Dallasi 
and  Ft.  Worth  and  their  major  air  carriers: 
have  tried  unsuccessfully  to  bar  South- 
west from  Love  Field.  Now  they  are  try- 
ing to  prevent  Southwest  from  using; 
Love  as  a  base  for  interstate  flights.  But 
while  the  CAB  has  made  no  final  deci- 
sion, the  odds  favor  Southwest.  In  Sep- 
tember the  CAB  okayed  Love  Field  for 
Southwest's  Dallas-New  Orleans  route. 
The  airline  has  been  flying  Houston-New 
Orleans  since  January. 

Houston-New  Orleans  was  Putnam's 
first  interstate  test.  He  set  out  to  double 
traffic  on  the  route  within  18  months 
and  did  so  in  8,  flying  7  flights  daily  [vs. 
22  on  the  route  before)  with  a  74%  load 
factor.  "We  didn't  hurt  or  put  anyone  out 
of  business,"  says  Putnam,  a  onetime 
baggage  handler.  "It  shows  what  you  can 
do  to  stimulate  new  passengers." 

Southwest's  formula  is  as  well-de- 
signed for  corporate  profit  as  for  custom- 
er convenience.  By  keeping  flying  time 
to  two  hours  or  less,  the  line  avoids  hav- 
ing to  serve  meals.  It  will  not  ticket  you 


0 


Southwest  President  and  CEO  Howard  D.  Putnam 

"It  shows  what  you  can  do  to  stimulate  new  passengers. 


spring  from  the  hub  of  a  wheel.  "It's  the 
cookie-cutter  approach,"  says  Putnam. 
"Just  keep  stamping  them  out,  over  and 
over,  the  same  thing." 

The  key  to  Southwest's  success  is 
cheap  fares — as  much  as  60%  below 
competitors  on  some  routes.  Most  suc- 
cessful has  been  the  Dallas-Houston  run, 
accounting  for  about  25%  of  Southwest's 
passengers.  It  charges  $66  round  trip  for 
one-class  service  ($44  after  7  p.m.  and  on 
weekends),  vs.  $1 10  on  Braniff  for  a  simi- 


on  or  check  your  bags  through  to  another 
airline — which  allows  Southwest  to  use  a 
simplified  computer  system  pro- 
grammed only  with  the  passenger's 
name,  flight  number  and  destination.  As 
a  mass  commuter  airline,  it  carries  no 
mail  or  large  freight.  It  does  not  assign 
seats.  Its  one-stop  ticketing  machines 
take  most  credit  cards:  Just  slide  the  card 
into  the  machine,  press  three  buttons 
(destination,  fare,  one-way  or  round  trip) 
and  head  for  the  gate,  where  you  sign 
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A  beautiful  investment 

ST.  JOE  is  diversifying  into  precious  metals  with  the 
development  of  its  El  Indio  gold/silver/copper  mine 
in  Civile.  Shipments  of  gold-bearing  ore  from  El  Indio 
have  begun.ST.  JOE  will  mine  about1.5  million  ounces 
of  silver  this  year  in  North  America. 

To  learn  more,  write  to  Dept.  4  for  our  annual  and 
quarterly  reports. 

ST  JOE 

-     MINERALS  CORPORATION 

250  Park  Ave.,  New  York,  N.  Y.  10017 
A  BASIC  SOURCE 
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ase  measures  quality  in  3-D. 


Clear  across  our  broad  line  of 
construction  equipment  we're 
checking  more  machined 
parts  more  closely  than  ever 
before.  The  device  focusing 
on  quality  in  this  test  is  a  new 
electronic  three-dimensional 
measuring  machine. 

It  checks  the  accuracy  of 
machined  parts,  such  as  en- 
gine blocks,  probing  with  elec- 
tronic sensors  and  reporting 


the  results  instantly  on  a  com- 
puter screen  read-out.  This 
computer  age  workhorse  does 
it  faster  and  more  accurately 
than  any  unassisted  human 
inspector. 

The  measuring  machinefound 
a  home  at  Case  because  it's 
our  goal  to  pass  the  ultimate 
test— total  customer  satisfac- 
tion. That's  one  important  rea- 
son that  Case  is  the  second 


largest  construction  equip- 
ment manufacturer  in  North 
America.  Our  "Commitment  to 
Quality"  is  more  than  a  slogan. 
Quality.  We  are  doing  some- 
thing about  it. 


J I  Case 

A  Tenneco  Company 


doing  something  about  it 


What  makes  the  American  Express 


The  New  Money  Express. 
'Tins  sure  looks  like  a  winner 
to  me.  Thanks  to  the  Money 
Express  1  can  send  up  to 
$1,000  almost  anywhere  in 
the  world.  The  American 
Express  people  say  it's  a  great 
way  to  help  out  kids  in  trou- 
hle  overseas.  And  it  is.  Rut 
it's  comforting  to  know  kids 
can  always  help  out  parents, 
as  well.  All  you  have  to  do  is 
walk  into  any  one  of  the  99 
participating  American 
Express  "Travel  Service 
Offices  in  the  States— and  it's 
all  arranged  in  minutes.  And 
the  emergency  money  is  off 
and  ninning." 
Steve  I  ".authen 


The  New  Driver 
Security  Plan.SM  1  + 
"By  joining  this  new  plan,  1 
get  the  protection  and  service 
that  I  really  want,  and  it's 
really  an  excellent  value  tor 
the  money.  For  one  thing,  I 
get  reimbursed  up  to  $25  it  1 
have  to  call  a  tow  tmck,  and 
I'm  even  covered  up  to  $200 
for  certain  transportation  and 
motel  hills  it  I'm  in  an  acci- 
dent more  than  100  miles 
from  home.  I'm  covered  for 
things  I  hope  I  never  need, 
like  bail  Kinds.  Plus  things  I 
do  need,  like  easy-to-follow 
travel  maps." 
Jim  Fixx 


The  New  Express  Service^" 
at  Hotels. 

"Next  time  I  tour  the  States,  I 
won't  waste  time  at  hotel 
desks.  I'll  just  make  an 
American  Express  Assured 
Reservation5"  at  participating 
Hilton,  Howard  Johnson's  or 
the  Western  International 
Hotels— and  they'll  automat- 
ically pre-register  me.  I  just 
stop  by  the  desk,  sign  my 
name,  and  show  the  Card. 
When  I  leave,  I  just  sign  a 
form.  They'll  send  me  a  cop\ 
of  the  hill  within  3  business 
days." 

Sir  Edmund  HilLir\ 


Improved  $75,000  Travel 
Accident  Insurance.** 

"I  hate  waiting  in  line  at  air- 
ports to  get  travel  insurance 
But  since  I'm  a  Cardmembt 
I'm  automatically  covered 
with  $75,000  Travel  Acci- 
dent Insutance  whenever  I 
charge  my  airline  tickets  to 
the  Card.  That's  three  rime- 
as  much  as  before.  And 
there's  no  extra  charge  for 
this  ptotection  since  the  co 
is  included  in  the  C  .'ardmen 
bership  tee." 
Fnm  Tarkentun 


*Club  benefits  provided  by  ARCO  Travel  Club  (insurance  benefits  provided  by  the  Fireman's  Fund  Insurance  C  Companies).  The  plan  i 
available  in  most  states.  * '^Underw  ritten  by  Fireman's  Fund  American  Lite  Insurance  Company.  tAn  additional  tee  service. 


Card  indispensable  in 1980? 


The  New  Credit  Card 
Registration  Service- 1 

"I'm  always  on  the  road,  and  losing  my 
pocketbook  could  be  a  disaster.  But  now, 
thanks  to  a  new  service,  I  know  that  if  it 
happens,  with  just  one  phone  call  1  can 
report  the  loss  of  all  my  cards  and  get 
replacements  under  way  immediately. 
And  it  that's  not  worth  the  few  extra 
dollars  it  costs,  what  is.?  I  get  a  convenient 
record  of  other  important  documents, 
too.  Like  passport  and  driver's  license.  I 
can  even  call  and  have  my  billing  address 
changed  on  all  my  accounts  at  once." 
Lena  Home         -^.^  , 


With  five  valuable  new  benefits  the  most 
prized  card  in  the  world  is  worth  more  than  ever. 

The  American  Express®  Card  gives  you  fi- 
nancial security  that  most  other  cards  cannot 
match.  And  only  American  Express  has  nearly 
1,000  places  to  go  for  help  when  you  need  help. 
At  the  Travel  Seivice  Offices  of  American 
Express  Company,  its  subsidiaries  and  Represent- 
atives. All  around  the  world. 

You  can  buy  or  replace  American  Express® 
Travelers  Cheques  or  get  help  making  last- 
minute  changes  in  travel  plans.  If  you  lose  your 
Card,  you  can  get  it  replaced  fast— usually  in  just 
one  business  day.  And  for  emergency  money, 
they'll  cash  your  personal  check  for  up  to  $800 
in  Travelers  Cheques  and  $200  in  cash.  Subject 
to  cash  availability  and  local  currency  regula- 
tions overseas. 

One  thing  all  our  celebrities  agree  about. 
The  American  Express  Card  is  indispensable.  At 
airlines,  car  rentals,  hotels,  fine  restaurants  and 
better  stores  around  town  and 
around  the  world. 

If  you  haven't  already  got  an 
American  Express  Card,  call  toll- 
free  800-528-8000.  Or  pick  up  an 
application  wherever  the  Card  is  welcomed. 

The  American  Express  Card. 
Don't  leave  home  without  it. 


struct" 
minute 


ptthi 
The 


Jserve  S' 
tnown 

|"go 
Putnait 

with  a 
this  wa 

■ 

m 
km 
fa 


L 


cir  cus 


sales  i 
Nwart 


: 


[your  ticket  and  get  a  boarding  pass. 
Unlike  most  airlines,  Southwest's  cost 
icture  is  on  a  per-trip  basis  (average  50 
tinutes).  Pilots  and  flight  attendants  are 
by  the  trip:  The  more  they  fly,  the 
lore  they  make.  That  makes  them  sup- 
>ort  the  ten-minute  turnaround. 

The  icing  on  the  cake  is  Southwest's 
light  attendants — all  attractive  young 
ramen  who  wear  hot  pants  and  boots, 
:  Southwest's  drinks  and  have  been 
lown  to  urge  eager  young  businessmen 
"go  out  and  make  a  lot  of  money." 
5utnam,  a  University  of  Chicago  M.B.A. 
fixh.  a  marketing  background,  puts  it 
lis  way:  "If  we  have  118  people  out  of 


Houston  on  a  Friday  night,  tired  and  they 
want  a  drink  right  away,  the  girls  don't 
yell  at  'em.  They  just  give  'em  a  little 
kiddin'  with  that  Texas  stuff,  and  that's 
the  whole  idea.  We  have  a  saying  that 
the  people  who  fly  Southwest  try  and  get 
an  aisle  seat,  not  a  window  seat." 

It  works.  So  does  the  profit-sharing 
program  that  last  year  added  18%  to  ev- 
ery employee's  pay. 

To  keep  the  whole  thing  going,  South- 
west has  to  run  its  Boeing  737s  an  indus- 
try-leading 1 1-plus  hours  a  day.  ("We 
wear  out  a  lot  of  tires,  brakes  and  door 
seals.")  Going  interstate  requires  more 
airplanes.  Within  a  year  Southwest's 


fleet  has  grown  from  12  to  19.  It  will  add 
6  more  in  the  next  two  years,  and  has 
another  6  on  option  in  1982 — all  737s. 
To  finance  these,  Southwest  recently 
placed  $70  million  worth  of  15-year 
equipment  trust  certificates. 

Conspicuously  lacking  at  Southwest 
are  hotel  chains,  rental-car  subsidiaries 
or  other  diversifications:  Southwest's 
challenge  lies  in  its  new  interstate 
routes.  Thinking  about  it  makes  Putnam 
downright  combative.  "Once  you  figure 
out  what  your  niche  in  the  marketplace 
is,"  he  says,  punching  the  air,  "stick  to  it. 
If  we  do,  there's  no  reason  why  profit- 
ability won't  come  with  growth."  ■ 


Udwestern  rural  folk  want  high  yields  in 
>onds  as  well  as  crops.  Joe  Offerman  fills  that 
lemand.  But  are  his  customers  merely . . . 


Sitting  ducks? 


By  Sharon  Reier 


eisure   time   has   been  scarce 
around  Offerman  &  Co.,  Inc.  this 
year.  But  as  duck-hunting  season 
Ipened  early  this  fall  in  Minnesota, 
lany  of  Joseph  H.  Offerman's  salesmen 
auled  out  their   12-gauge  shotguns, 
icked  up  some  extra  plastic  decoys  at 
le  K  mart  and  got  away  from  the  tele- 
hones  and  prospectuses  to  shiver  in 
lick  blinds  for  a  weekend  or  two. 
'hances  are  they  encountered  some  of 
leir  customers  there — the  farmers,  rural 
erchants  and  retirees  who  find  Offer- 
an's  "high  interest"  (10%  and  12%) 
bordinated  capital  notes  so  inviting. 
"This   is   no   traditional  brokerage 
use,"    says    Joe    Offerman   in  the 
amped  office  in  the  Gamble-Skogmo 
ilding  in  suburban  Minneapolis  where 
presides  over  30  salesmen  in  a,  bus- 
ing back  room.  "Nobody  quits  here  at 
ree  o'clock.  You  come  in  here  tonight 
8:30  or  9,  and  those  salesmen  will  be 
re.  They  will  be  in  here  Saturdays, 
ey  will  go  out  and  talk  to  people  at  the 
tchen  table." 

Offerman  &  Co.  will  do  $120  million 
sales  this  year  on  the  efforts  of  these 
rdworking  independent  agents,  plus 
4  others  in  towns  like  Price,  Utah, 


Amery,  Wis.  and  Cobleskill,  N.Y. — 
small-town  America.  Salesmen  get 
straight  commission — from  60%  to  80% 
of  the  roughly  8%  commission  Offerman 
charges  for  issuing  bonds,  an  incentive 
strong  enough  to  enable  Offerman  some- 
times to  get  out  entire  issues  in  a  few 
days.  Since  they  are  sold  on  a  "best  ef- 
forts" basis,  firms  pay  an  additional 
kicker  for  fast  work. 

Whose  bonds  does  Offerman  &  Co. 
sell?  A  gaggle  of  weak,  third-tier  public 
companies  like  National  Patent  Develop- 
ment Corp.,  a  New  York-based  maker  of 
soft  contact  lenses  and  motorcycle  gog- 
gles,- Florafax  International,  Inc.,  an 
Oklahoma  flower  distributor  and  grower- 
Leisure  Dynamics,  Inc.,  a  Minneapolis 
toy  and  game  manufacturer;  Farm  House 
Foods  Corp.,  a  Wisconsin  wholesale  food 
and  drug  distributor;  and  Offerman's 
best  client,  big  midwestern  retailer  Gam- 
ble-Skogmo, Inc.,  which  got  Joe  Offer- 
man  into  the  securities  business. 

"When  the  prime  rate  was  at  12%  in 
1974,  Joe  Offerman  found  people  who 
were  willing  to  invest  in  capital  notes  he 
underwrote  at  10%,"  says  Senior  Vice 
President  Donald  Gainty  of  National  Pat- 
ent, with  awe  in  his  voice.  National  Pat- 
ent did  a  $12.5  million  underwriting 
through  Offerman  at  10%  in  late  1977. 


"It's  remarkable  that  he  could  find  those 
people.  Here's  a  man  who  established  a 
market  for  his  investment  vehicles  that  I 
wouldn't  have  believed  existed." 

Actually,  Joe  Offerman  didn't  originate 
the  idea  of  selling  junk  bonds  out  in  the 
Heartland.  Gamble-Skogmo's  Chairman 
Bert  Gamble  and  Chief  Financial  Officer 
Walter  Davies  Jr.  did,  back  in  1966.  Why 
not,  they  asked,  issue  income  bonds  di- 
rectly to  Gamble's  myriad  retail  and 
catalog  customers?  So  Davies  (now  Gam- 
ble's chairman)  formed  a  subsidiary 
called  Gamble-Alden  Securities,  Inc.  and 
put  Joe  Offerman  in  charge  of  sales.  Of- 
ferman pushed  out  about  $100  million 
worth  of  subordinated-income  capital 
notes  at  rates  from  7%  to  10%  to  the 
small-town  midwesterners  among 
whom  the  Gamble  name  was — and  is — 
as  pervasive  and  unshakable  as  Sears  has 
always  been  (at  least  until  recently). 

"It  was  the  most  ingenious  piece  of 
financing  that  any  corporation  could  pos- 
sibly have,"  says  Offerman.  "Today 
Gamble-Skogmo  has  $250  million  at 
10%  for  30  years  with  no  sinking  fund. 
Now,  wouldn't  you  like  to  have  that? 
You  could  put  that  out  at  prime  and  that 
would  give  you  $10  million  a  year  net." 

The  income  capital  notes  that  Offer- 
man  is  talking  about  belong  to  a  rare 
species  of  debt  best  remembered  as  the 
instrument  used  by  some  railroads  in  the 
reorganization  days  of  the  1950s.  The 
interest  payments  are  contingent  on 
earnings  (Gamble  is  not  required  to  pay 
out  if  earnings  are  not  sufficient  to  cover 
them  in  any  one  year),  and  there  is  no 
sinking  fund  required  to  retire  the  debt. 
Add  the  benefit  that  the  interest  pay- 
ments are  tax  deductible,  and  you  have 
the  best  of  all  possible  worlds. 

However,  the  NASD  stepped  in  and 
stopped  Gamble's  sweet  deal.  It  is  irregu- 
lar, the  NASD  said  in  1970,  for  a  corpora- 
tion to  have  a  subsidiary  for  the  sole 
purpose  of  issuing  its  own  securities. 
Gamble,  ready  to  issue  another  $20  mil- 
lion in  interest  notes,  needed  an  inde- 
pendent outlet.  So  Joe  Offerman  bought 
Gamble's  brokerage  business  "for  pea- 
nuts," according  to  Walter  Davies.  He 
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t  a  customer  base  to  which  he  would 
ng  not  only  Gamble's  issues  but  also  a 
of  other  companies',  generally  with 
ne  brand-name  recognition  in  the 
dwcst:  International  Dairy  Queen, 
rm  House  Foods,  Med  General, 
frequently,  these  companies  use  the 
>ceeds  to  repay  term  debt  from  acqui- 
ions,  as  in  the  case  of  Farm  House 
ads'  acquisition  of  seafood  importer 
a  Kozloff,  Inc.,  financed  by  a  $7  mil- 
n  1 1  Vi%  issue  sold  in  a  single  week  in 
igust.  (It  was  Farm  House  Foods'  third 
ue  in  three  years.) 

Who  buys  these  issues?  Offerman  ad- 
ts  many  of  his  customers  are  rural,  but 
:y're  "extremely  sophisticated.  They 
ow  what  they  are  doing.  They  didn't 
.  all  their  money  because  they  were 
>pped  on  their  heads." 
Hie  treasurers  of  the  firms  who  issue 
ough  Offerman,  however,  often  see  it 
newhat  differently.  Says  Richard  J. 
amond,  treasurer  of  $144  million 
les)  Mickelberry  Corp.,  a  New  York 
n  that  distributes  food  and  is  also  in 
nting  and  advertising:  "The  average 
/  in  the  street  hears  about  high  inter- 
rates,  but  he  doesn't  know  where  he 
l  get  10%  for  a  $1,000  investment, 
d  I  think  that's  what  Offerman  trades 
A  salesman  calls  him  up  and  offers 
Vo  on  a  company  he's  familiar  with, 
u  and  I  know  about  AT&T's  Pacific 
irthwest  Bell  offering.  These  people 
e  Midwest  identification." 
Dr  listen  to  the  treasurer  of  a  midwest- 
i  firm  who  doesn't  want  to  be  identi- 
i.  He  also  used  Offerman  instead  of  a 
ire  expensive  Wall  Street  underwrit- 
;.  Says  he:  "It's  going  to  the  unsophis- 
ated  investor.  The  high  rates  look  like 
vy.  It's  all  sold  in  little  pieces  to  farm- 
or  to  unsophisticated  investors  in  the 
dwest.  They  sell  in  Montana,  Iowa, 
nnesota,  Wisconsin.  They  sell  a  lot  of 
000,  $3,000,  $5,000  pieces." 
n  fact,  Offerman's  capital  notes  are 
d  to  some  of  the  same  people  who 
jght  those  dismal  3%  certificates  in 
■  Fifties  and  Sixties  from  Investors 
idicatc  of  America,  Inc.,  a  part  of  Min- 
ipolis-based  Investors  Diversified  Ser- 
es, which  recently  merged  with  Al- 
hany  Corp.  A  number  of  Offerman's 
lependent  agents  were  once  part  of 
5'  crack  sales  force. 
3ne  ex-IDS  million-dollar  producer, 
n  Weidenbach,  a  smooth-talking  ex- 
salesman  who  favors  green-and-blaek 
ent  leather  shoes,  readily  admits  he 
:  IDS  because  "they  were  offering  the 
estor  dog  food."  The  Offerman  issues, 
vows,  "are  the  kind  of  fixed,  predict- 
e  returns  I  wouldn't  mind  selling  to  a 
:nd  or  relative."  Weidenbach's  favor- 
customers  are  retired  couples,  or  may- 
a  widow. 

Do  enhance  the  bonds'  attractiveness, 
erman  has  pioneered  several  uncon- 
ltional  marketing  tools:  monthly  in- 


terest payments;  death  benefits  that  pro- 
vide for  the  bonds  to  be  redeemed  upon 
the  owner's  death  at  face  value;  and  in- 
terest accrued  from  the  beginning  of  the 
month  of  purchase  commitment:  Re- 
cently they  revved  up  a  new  gimmick: 
direct  deposits  of  interest  into  the  note- 
holder's savings  or  checking  account, 
like  a  Social  Security  check. 

Why  is  all  this  so  attractive  to  farmers? 
Says  Weidenbach,"If  a  farmer's  made  a 
lot  of  money  and  he's  as  big  as  he  can  go, 


Offerman's  /'resident  Joseph  11  Offerman 
The  gamble  paid  off. 

he's  looking  for  a  bond.  Farms  and  land 
are  very  speculative.  Crops  are  suscepti- 
ble to  risk.  How  do  you  balance  it  out? 
Fixed,  predictable  returns." 

What  the  farmers  don't  see  are  the 
drawbacks  to  Offerman's  securities. 
Their  liquidity  is  questionable  and  since 
Offerman's  issues  are  all  on  a  best-efforts 
basis,  there  is  no  liquidity  at  all  until  a 
major  portion  is  sold. 

Says  National  Patent's  Gainty  with 
amazement:  "Our  10%  notes  issued  last 
year  are  now  quoted  at  something  like  86 
bid.  If  logic  were  to  dictate  the  market, 
[as  a  buyer]  I  would  insist  National  Pat- 
ent's 10%  paper  fall  in  line  with  IBM's 
9'/2S.  And  because  of  the  risk  involved  I 
would  want  more  than  11%  or  111/2% 
yield.  I  think  I  would  want  13%  or  14%. 
I'm  pleased,  of  course.  The  market  is  just 
not  made  up  of  logic."  Logically,  he 
means,  National  Patent  should  sell  at  71. 


Replies  V.  lames  (Jim)  Davis,  Offermai 
vice  president:  "Our  prices  have  floated 
down  to  what  would  give  an  ll'/i'ffl 
yield.  Just  because  Chase  Manhattan 
wants  to  show  Paul  Volcker  a  thing  o 
two  or  Volcker  wants  to  show  Chase  t 
thing  or  two  doesn't  mean  we  have  t< 
offer  14%.  From  past  experience  they  ar« 
not  going  to  have  a  dramatic  effect  ot 
what  we  are  doing.  We  think  a  12'/2% 
note  and  warrants  or  other  feature 
would  be  as  appealing  to  our  investors.' 

Besides,  Offerman  adds,  "Probably  les* 
than  one-half  of  1%  of  our  customers 
want  to  sell.  Our  people  are  not  traders.' 
Adds  Weidenbach,  "It's  the  last  place  tc 
go  if  you  want  money.  'After  all,'  I  say  u 
them,  'you  probably  have  lazier  mone> 
than  that.'  " 

Another  problem  is  the  lack  of  a  sink 
ing  fund.  The  issuing  firms,  which  have 
plenty  of  debt,  are  not  required  to  builc 
up  a  fund  to  systematically  retire  the 
principal.  The  tendency,  then,  is  to  rol 
over  the  debt,  especially  as  rates  rise 
"Long-term  rates,"  says  Offerman,  slop- 
ing his  arm  upward,  "go  back  50  years 
like  that.  The  prime  rate  swings.  Bull 
long-term  rates — the  costs  of  money 
are  inflationary,  like  everything  else." 

But  what  if  Joe  Offerman  is  wrong  and 
long-term  rates  do  fall?  Have  the  country 
noteholders  shrewdly  frozen  these  corpo- 
rations into  relatively  high  interest  rates 
for  years  to  come?  Not  quite.  Call  provi 
sions  let  issuers  recall  the  bonds  at  ; 
modest  premium  surprisingly  soon  in 
some  cases.  Take  Leisure  Dynamics 
1993  11%  subordinated  capital  notes  is- 
sued in  August.  That's  a  14-year  maturi- 
ty, but  should  rates  fall  to,  say,  7%  by 
next  year,  Leisure  Dynamics  could  recall 
the  $7.5  million  notes  by  February  1980 
for  a  mere  5.5%  premium.  AT&T  9'/2S 
give  at  least  five  years. 

That's  comforting  for  the  issuer, 
which  is  one  reason  Offerman  is  so  suc- 
cessful. Combine  this  with  the  few  re 
strictions  Offerman  places  on  raising 
more  funds  or  tying  up  assets  and  it  is 
obvious  that  they  will  be  attracting  more 
firms  as  interest  rates  rise  and  it  be- 
comes harder  to  raise  money. 

The  key  to  Offerman's  success  so  far  is 
that  he  has  never  had  a  late  interest 
payment.  Says  Donald  Gainty:  "To  the 
extent  that  they  have  not  been  burned, 
and  to  the  extent  the  sophisticated  in- 
vestor who  deals  with  the  sophisticated 
underwriter  bos  been  burned,  maybe  Joe 
Offerman  has  a  new  mousetrap." 

Obviously  Offerman  has  been  very 
careful.  He  does  not  want  to  bring  out  an 
issue  that  will  upset  his  apple  cart  or 
damage  his  credibility.  Says  one  of  his 
salesmen:  "There  are  fellas  here  who 
think  Joe  could  walk  on  water."  Those 
farmers  and  ranchers  in  Billings,  Mont., 
Davenport,  Iowa  and  Fargo,  N.Dak 
should  hope  Joe  never  has  to.  It's  pretty 
clear  who  would  take  the  bath.  ■ 
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If  that's  what  you  have  to  say  about  the  last  new 
car  you  bought,  you're  not  alone.  More  and  more 
people  today  are  thinking  less  and  less  of  the  way  new 
cars  are  made. 

But  there's  one  group  of  people  who  can  still  talk 
about  their  cars  without  using  X-rated  words. 
Volvo  owners. 

In  fact,  statistics  show  that  9  out  of  10  people  who 
buy  new  Volvos  are  happy. 

And  this  year  happiness  comes  in  more  forms 
than  ever  before.  From  Volvo's  affordably  priced 
DL  sedans  and  wagons  to  the  luxury  class  GLEs  that 


afford  every  comfort  and  convenience  feature  anyone 
could  want. 

There's  also  the  Volvo  GT  that  will  give  many  of 
the  world's  most  revered  performance  cars  a  run  for 
their  money.  But  it  does  it  for  thousands  less. 

And  finally,  the  Bertone  Coupe.  A  personal  luxury 
car  created  for  the  individual  seeking  the  ultimate  mark 
of  quality  in  an  automobile;  hand  craftsmanship. 

Whichever  model  you  select,  you'll  be  getting  the 
quality,  comfort  and  safety  that  make  Volvo  something 
quite  uncommon  in  this  day  and  age. 

A  car  that's  a  blessing  VOLVO 
instead  of  a  curse.  A  car  you  can  believe  in. 


No  matter  what  platform  a  political 
candidate  runs  on,  the  platform  he  stan<\ 
on  quite  possibly  was  built  by  us  - 
Greyhound 

Greyhound  Convention  Services 
designs  and  builds  displays  and  exhibits 
and  provides  essential  services  to  major 
conventions  and  trade  shows  coast-to- 
coast,  including  many  national  political 
conventions. 

And,  everybody  knows  Greyhound's 
famous  red,  white  and  blue  buses.  They 


ake  more  Americans  more  places  than 
inybody  else  on  earth  Or  in  the  sky 

Greyhound's  Armour  is  the  nation's 
sading  producer  of  bacon,  and 
Greyhound's  Dial  is  the  country's  best- 
elling  brand  of  soap. 

Greyhound  Food  Service  feeds 
nillions  of  Americans  daily  under 
:ontracts  with  everybody  from  the  Air 
orce  at  Lackland  to  the  work  force  at 
General  Motors. 

Plus,  Greyhound  leases  trains  to  the 


railroads  and  jumbo  jets  to  the  airlines. 
We  rent  cars,  write  insurance,  finance 
computers,  supply  personnel,  provide 
word  processing  systems,  and  generally 
do  everything  from  fueling  aircraft  to 
spinning  the  yarn  for  Grandma's  shawl. 

In  short,  Greyhound  isn't  just  the  bus 
company''  anymore;  it's  "the  omnibus 
company" -a  $4  billion,  diversified 
corporation  serving  America  in  a  hundred 
basic  ways. 


at  political  rally.  Greyhound  Corporation  The  omnibus  company. 


ret 
On 


\Mix  radio  and  television  broadcasting  with 
vretailing  and  what  do  you  get?  Answer:  the 
[Outlet  Co.  s  very  laggard  stock. 


Retail  blues  and 
broadcast  gold 


he  Outlet  Co.  of  Providence,  R.I. 
calls  itself  a  group  broadcaster  that 
has  diversified  into  retailing.  But 
le  85-year-old  company  used  to  see  it- 
self as  a  retailer  that  diversified  into 
)roadcasting.  That  angle  of  vision  may 
rake  more  of  a  difference  in  the  future. 
Look  at  revenues  for  the  fiscal  year 
that  ended  last  fan.  31.  Of  $307  million 
total,  87%  came  from  161  retail  stores, 
/hile  only  13%  came  from  its  four  TV 
id  five  radio  stations.  Of  course,  the 
licture  changes  radically  if  you  look  at 
operating  profits:  Only  41%  came  from 
bhe  stores,  while  59%  came  from  the 
stations.  Since  last  spring's  first  signs  of 
recession,  the  stores  have  been  losing 
[aster  than  the  stations  can  profit.  In  the 
irst  half,  Outlet  lost  $457,000,  compared 
/ith  a  $1.8  million  profit  for  the  same 
leriod  last  year. 


Bruce  G.  Sundlun,  59,  Outlet's  presi- 
dent and  CEO,  is  trying  to  upgrade  the 
image  of  his  retail  outlets;  he  sees  a  turn- 
around, but  not  a  quick  one.  Sales 
dropped  off  starting  in  May,  he  says, 
adding,  "Unless  we  see  a  sharp  improve- 
ment in  retail  earnings  in  the  fourth 
quarter,  equaling  last  year's  earnings  will 
be  difficult." 

So  he  is  pinning  his  hopes  on  a  Federal 
Communications  Commission  approval 
of  Outlet's  $65  million  bid  for  KOVR-TV 
in  Sacramento  from  the  McClatchy 
newspaper  chain.  With  FCC  approval  to 
take  over  the  station,  Outlet  will  once 
again  confront  the  happy  problem  of 
most  TV  broadcasters:  What  to  do  with 
all  the  money  they  are  taking  in? 

When  the  Outlet  Department  Store 
opened  in  Providence  in  1894,  broadcast- 
ing meant  hollering  out  the  window.  But 


by  1922,  when  Outlet  opened  its  first 
radio  station,  WJAR,  on  the  top  floor  of 
its  store,  commercial  radio  was  a  few 
years  old  and  looked  like  a  good  sideline 
for  a  retailer.  In  fact,  many  of  the  early 
radio  stations  were  owned  by  retailers 
like  Bamberger's. 

While  most  other  retailers  eventually 
got  out  of  broadcasting,  Outlet  hung  on 
to  its  station.  Then  in  1948  the  board 
made  another  move  into  broadcasting 
with  the  authorization  of  $350  for  a  li- 
cense for  WJAR-TV,  but  didn't  buy  an- 
other broadcasting  property  until  1963, 
when  it  got  WDBO-TV  in  Orlando. 

That  was  the  start  of  Outlet's  diversifi- 
cation away  from  retailing.  Since  then, 
the  company  has  bought  three  more  VHF 
(channels  2  to  13)  stations  in  top-50  mar- 
kets, and  five  more  radio  stations,  with  a 
sixth  pending.  The  Sacramento  station 
will  bring  Outlet  to  the  limit  on  VHF 
licenses,  but  it  can  still  own  two  more 
UHF  (channels  14  to  84)  stations  and 
seven  more  radio  licenses. 

The  broadcasting  money  began  com- 
ing in  so  fast  that  the  company  had  to 
find  a  way  to  spend  it.  Sundlun  says, 
"One  of  the  biggest  causes  of  business 
failure  is  when  a  company  goes  into  a 
business  it  knows  nothing  about."  Sund- 
lun wasn't  going  to  let  Outlet  get  caught 
that  way,  so  the  company  invested  its 
cash  in  expanding  its  own  Outlet  stores 
and  in  a  series  of  other  acquisitions,  the 
biggest  being  the  1977  buy  of  Hughes  &. 
Hatcher,  a  Detroit-based  upper-middle- 
class-image  clothier,  for  $100  million. 

Though  retailing  has  begun  to  suffer 
from  the  recession,  Sundlun  thinks  he 
can  turn  a  good  bit  of  Outlet's  business 
around  by  using  the  Hughes  &  Hatcher 


vitlet  Co.  's  Bruce  G.  Sundlun  in  a  WJAR  studio 
he  smiles  are  all  for  broadcasting,  not  for  retailing. 
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The  problem 
with  cheap  labor  is 
it  isn't  cheap. 


At  one  time,  "hire  and  fire"  was  an 
accepted  way  of  life. 

Not  any  more.  Government  leg- 
islation and  the  social  programs 
demanded  by  labor  and  activist 
groups  have  made  low-cost  sea- 
sonal and  temporary  help  a  thing  of 
the  past. 

One  alternative  is  to  simply  pay 
the  price  of  temporary  help  and 
pass  the  cost  along  to  the  con- 
sumer. 

Another  alternative  is  to  install  a 
Bodine  assembly  machine. 

When  you  look  into  it,  you'll  see 
there's  really  no  comparison.  A  Bo- 
dine machine  can  increase  pro- 


ductivity by  increasing  the  speed 
and  efficiency  of  your  small  parts 
assembly.  In  fact,  a  Bodine  ma- 
chine may  be  able  to  save  you  up  to 
95<t  of  every  dollar  you  spend  on 
small  parts  assembly-and  give 
you  100%  inspection  of  all  parts  and 
position,  at  the  same  time. 

The  figures  are  dramatic.  But 
we've  got  the  facts  to  back  them 
up.  See  for  yourself.  Call  or  write 
our  Vice  President,  Frank  Riley  at 
The  Bodine  Corporation,  317 
Mountain  Grove  St.,  Bridgeport, 
CT  06605. 
(203)  334-3107. 


Mm 


image  and  management  as  an  umbrella 
to  cover  and  upgrade  the  weaker  units  it 
its  retail  menswear  operations.  Mean 
while,  Sundlun  says  he'll  continue  put 
ting  cash  and  borrowings  into  retailing 
as  well  as  into  broadcasting. 

Some  observers  in  broadcasting  thinl 
$65  million  for  the  Sacramento  station  ij 
too  much.  But  Sundlun  sees  broadcasting 
as  one  of  the  businesses  he  and  his  asso 
ciates  know  how  to  manage.  And  he  car 
certainly  make  a  good  case  for  the  com 
pany's  operation  of  WJAR-TV.  Being  ar 
affiliate  of  NBC,  last  year  the  weakest  oi 
the  three  networks,  has  not  preventec 
the  Providence  station  from  grabbing 
hefty  42%  average  of  the  market's  view 
ers.  To  get  there,  the  station  has  spent ; 
lot  of  money  on  local  news  and  on  off 
network  programming  such  as  movies 
especially  during  times  when  a  competi 
tive  station's  network  offering  is  weak. 

A  World  War  II  bomber  pilot  and  Wil 
liams  College  graduate  with  a  law  degret 
from  Harvard,  Sundlun  worked  five  year; 


When  the  Outlet  Department 
Store  opened  shop  back  in 
1894,  broadcasting  meant] 
hollering  out  the  window. 


as  a  government  lawyer  before  starting  hi  l 
own  practice  in  Washington  in  1954.  Ill 
1960  he  became  Outlet's  vice  presiden 
and  general  counsel,  but  kept  his  lavl 
practice  until  1976  when  he  became  presil 
dent.  In  1970,  he  was  also  secretary  an« 
general  counsel  of  Executive  Jet  Aviation 
Inc.,  an  air  charter  subsidiary  of  Penjj 
Central.  After  railroad  and  other  EJA  exl 
ecutives  were  found  to  have  manipulated! 
corporate  funds  for  personal  gain,  PC  dill 
rectors  tapped  Sundlun  for  president.  Nov] 
chairman,  he  still  owns  the  58%  of  EJA  h  f 
later  bought  from  Penn  Central. 

Clearly  Sundlun  has  been  more  sucl 
cessful  in  building  the  broadcasting  busi 
ness  than  in  restoring  the  retailing  busi 
ness  to  health.  What  with  its  curiou 
mixture  of  broadcasting  and  shopkeep 
ing,  Outlet  Co.  leaves  most  investor! 
cold.  At  a  recent  $23  a  share,  its  3  millioi 
common  and  equivalent  shares  had  a  tol 
tal  market  value  of  about  $70  million| 
Yet  its  TV  stations  alone  are  worth 
good  deal  more  than  that — to  say  nothl 
ing  of  the  radio  and  retailing.  Can  thre 
plus  one  equal  two?  In  the  stock  marke 
apparently  it  can  and  there  isn't  mud 
that  Bruce  Sundlun  can  do  about  it,  shor| 
of  getting  out  of  retailing  entirely. 

Says  he:  "You  can't  show  me  a  grou  l 
broadcaster  that  hasn't  diversified.  Stan 
utes  limit  the  number  of  broadcast  propl 
erties  you  can  own,  and  you  have  to  par 
such  a  high  price  for  broadcast  propertiel 
that  the  only  way  you  can  get  an  overall 
good  return  is  to  diversify."  Even  if  ij 
means  keeping  your  old  business.  ■ 
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Fly  Swiss  Class 
to  the  center  of  Europe. 
Then  keep  on  going. 


It's  logical  to  use  Switzerland 
as  the  connecting  point  for 
Eastern  Europe  and  Western 
Europe.  And  its  easy. 

You've  got  a  choice  of 
more  than  500  convenient 
flights  each  week  from  Zurich 
and  Geneva  to  43  European 
cities.  From  Amsterdam  to 
Moscow.  Copenhagen  to 
Warsaw. 

The  airports  are  com- 
pactly designed  to  make 
connections  as  speedy  and 
simple  as  possible.  You'll  also 


find  all  kinds  of  facilities 
available,  including  a  choice 
of  restaurants  and  shops,  an 
international  pharmacy, 
showers  and  meeting  rooms. 

Of  course,  one  of  the 
most  practical  reasons  for 
making  Swiss  connections  is 
that  you  get  to  fly  Swiss 
Class.  You  get  to  enjoy  the 
unique  Swissair  approach  to 
service:  the  choice  of  entrees 
served  on  real  china. . .  the 
comfort  of  our  wider  aisles . . . 
the  one  less  seat  in  each  row 


in  economy  on  our  wide- 
bodies  than  you  find  on  most 
other  airlines. 

Wherever  you  fly,  you  de- 
serve to  fly  there  Swiss  Class. 

For  Swissair  reservations 
from  New  York,  Boston,  Chica- 
go, and  Montreal  or  Toronto 
with  connections  to  more  than 
90  cities  in  63  countries,  call 
your  travel  expert  or  Swissair. 
We  fly  the  world  Swiss  Class. 

Swissair  J./ 


phalanx  of  well-heeled  northern  European 
inks  is  set  on  challenging  American  domi- 
nion of  the  $30  billion  travelers  check  busi- 
es. Are  they  going  about  it  the  wrong  way? 


A  costly 
frontal  attack 


By  Lawrence  Minard 


^  his  hasn't  been  American  Express' 
year.  It  lost  face  in  losing  its  bid  for 
•  McGraw-Hill.  It  lost  its  president, 
/as  subjected  to  Federal  Trade  Com- 
sion  snoopers  in  its  lucrative  travel- 
check  business.  Now  a  phalanx  of 
ferful  northern  European  banks  will 
in  negotiating  the  purchase  of  Mid- 
i  Bank's  venerable  but  lagging  Thom- 
Zook  traveler's  check  division,  in  a 
i  attempt  to  challenge  Amexco's 
linance  of  the  $30  billion-a-year  (vol- 
e)  traveler's  check  market.  And  Visa 
irnational  confidently  predicts  its 
j  check  system  will  grab  40%  of  the 
■ket  in  just  five  years,  vs.  0%  today, 
oday,  Amexco  utterly  dominates  the 
'ket.  Its  actual  share  is  a  closely 
rded  secret,  but  Spencer  Nilson  of  the 
l-informedM/sow  Report  figures  it  has 
r  50%  of  the  traveler's  check  busi- 
3.  He  puts  Bank  of  America  and  Citi- 
3  at  12%  each  and  the  two  main  non- 
.  contenders,  Thomas  Cook  and  Bar- 
's Bank,  at  about  6%  each, 
'ow  profitable  are  traveler's  checks 
Amexco?  Very.  Dr.  Jack  Cox  of  New 
k's  Purcell  Graham  &  Co.  estimates 
erican  Express  will  get  a  full  20%  of 
:ax  net  from  them  this  year.  This 
-capital,  high-profit  business  ac- 
nts  in  a  major  way  for  American  Ex- 
>s'  above-average  return  on  stock- 
iers'  equity — over  20%  last  year, 
uropean  bankers  lust  after  this  profit- 
ity  and  are  jealous  of  American  lead- 
lip.  Knowing  this,  the  Americans  of- 
d  the  Europeans  a  small  piece  of  the 
on.  Citicorp  proposed  a  partnership 
h  Europeans  on  U.S.  dollar-denomi- 
;d  checks,  the  only  kind  it  issues, 
exco  offered  a  partnership,  too — on 
ign-currency  checks  only, 
ut  in  the  end  the  European  banks 
ided  on  an  all-European  approach, 
ain's  Midland  Bank  offered  to  sell  the 
sterling  portion  of  its  Thomas  Cook 
ration  to  a  European  bank  consor- 


tium whose  complete  membership  has 
yet  to  be  identified.  But  the  Big  Three 
German  banks — Deutsche  Bank, 
Dresdner  Bank  and  Commerzbank — im- 
mediately gave  the  nod.  So  did  France's 
Society  Gen£rale,  Belgium's  Societe 
G£n£rale  de  Banque  and  others  in  the  16- 
country  Eurocard  credit  card  consortium. 

Negotiations  for  the  sale  began  Nov.  1 . 
Midland's  asking  price:  over  $50  million, 
though,  Midland's  executives  are  quick 
to  add,  that  price  is  negotiable. 

Burned  by  the  rejection  of  his  com- 
pany's partnership  proposal — and  wor- 
ried that  his  checks  might  be  shut  out  of 
the  German  market — James  Larkin,  ex- 
ecutive vice  president  of  Amexco's  trav- 
eler's check  division,  insists  that  the 
Cook  package  is  based  on  chauvinism 
rather  than  on  good  business.  He  charges 
that  the  European  bankers  are  being 
pressured  into  the  Thomas  Cook 
scheme,  with  its  $50  million  startup 
cost,  against  their  better  judgment.  By 
whom?  Larkin  doesn't  say,  but  it's  clear 
he  means  the  nationalistic  German  bank- 
ers, egged  on  by  Cook's  would-be  seller, 
Midland  Bank.  "Just  let  me  read  you 
something,"  says  Larkin,  flipping 
through  Thomas  Cook's  confidential  pro- 
posal to  the  European  bankers.  "Here: 
'Thomas  Cook  believes  the  European 
banks  are  correct  in  identifying  the  threat 
of  American  Express,  Citibank  and  Visa, 
and  especially  two  of  these  .  .  .  who  are 
already  established  in  the  world  market  of 
issuing  credit  cards  and  travel-and-enter- 
tainment  cards  respectively.  .  .  .'  " 

What  is  Midland  Bank's  motive  in 
talking  about  the  American  "threat"? 
Cynics  say  the  wily  British  are  encourag- 
ing German  economic  chauvinism  to  un- 
load the  Cook  operation.  Perhaps.  But 
it's  still  a  threat  to  Amexco. 

American  Express'  Larkin  is  worried 
that,  in  buying  Thomas  Cook,  the  north- 
ern European  bankers  are  really  priming 
themselves  for  a  frontal  attack  on  all  of 
his  company's  travel  services — checks, 
cards,  tours,  the  works.  He  is  right  to  be 


worried.  The  Germans  did,  after  all,  get 
their  Eurocard  program  going  by  ganging 
up  to  keep  Visa  credit  cards  out  of  Ger- 
many. Couldn't  the  same  kind  of  protec- 
tionism work  against  Amexco? 

If  all  this  maneuvering  isn't  threaten- 
ing enough  for  American  Express,  there 
is  yet  another  entrant  to  the  fray:  Visa 
International.  This  month  Visa  will  initi- 
ate a  scheme  in  which  am'  bank  willing 
to  pay  a  rather  steep  administration  fee 
of  $1.50  per  $1,000  in  checks  (the  fee 
drops  to  62  cents  after  five  years)  can 
issue  its  own  traveler's  checks  with  Vi- 
sa's famous  logo  on  the  face.  Barclays 
Bank  has  already  switched  to  Visa,  giv- 
ing Visa  an  automatic  6%  of  the  market. 
England's  Standard  Charter  and  U.K. 
Trustee  Savings  banks  have  also  signed 
on  but,  sniffs  Spencer  Nilson,  "It's  bound 
to  fizzle  out."  He  says  Visa's  decentral- 
ized issuing  banks  will  get  too  many 
administrative  headaches  and  too  little 
float  to  make  the  game  worth  playing. 

And  American  Express  is  fighting 
back — effectively.  Only  last  month  it 
agreed  with  three  huge  French  banks — 
Credit  Lyonnais,  Credit  Agricole  and 
Banque  Nationale  de  Paris — to  issue 
jointly  a  new  French  franc-denominated 
traveler's  check  throughout  the  world. 
Amexco  will  be  forced  to  split  the  issuer 
profits  with  its  new  partners.  But  Larkin 
figures  he'll  more  than  recoup  the  loss  by 
expanding  Amexco's  dominance  of  the 
French  market.  Larkin  hints  similar 
agreements — perhaps  to  issue  jointly 
U.S.  dollar  checks — are  in  the  works 
with  other  European  banks. 

In  the  end,  the  new  competition  could 
betiefit  Amexco  more  than  hurt  it.  Listen 
to  Purcell  Graham's  bluntly  spoken  Jack 
Cox:  "Look:  Virtually  all  the  traveler's 
check  business  is  the  U.S.  dollar-denomi- 
nated business.  In  Europe,  people  hardly 
use  traveler's  checks  now,  and  anything 
that  helps  educate  the  European  consum- 
er to  traveler's  checks  will  only  help 
American  Express.  They'd  just  love  to 
have  other  issuers  pick  up  some  of  the 
advertising  burden." 

Spencer  Nilson  of  The  Nilson  Report 
agrees.  He  predicts  Thomas  Cook's  mar- 
ket share  will  indeed  climb  sharply,  from 
6.5%  today  to  20%  by  1985,  but  at  the 
expense  of  such  smaller  issuers  as  Citi- 
bank, Bank  of  America,  Bank  of  Tokyo 
and  Republic  National  Bank  of  Dallas, 
not  mighty  American  Express. 

The  moral  is  that  it  is  easier  to  dream 
of  dislodging  a  market  leader  than  to  do 
it.  Rather  than  spending  a  fortune  on  a 
frontal  attack,  maybe  the  Europeans 
should  try  buying  American  Express.  Im- 
possible? At  a  50%  premium  over  the 
current  price,  they  could  buy  the  whole 
company  for  a  little  over  $3  billion — 
peanuts  for  the  Germans,  with  the  deut- 
sche  mark  at  56  cents.  Now  that  would 
really  be  a  way  to  get  a  handle  on  the 
traveler's  check  market!  ■ 
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TRANSWAY'S 
GOING 
PLACES! 


In  Freight 
Forwarding 


In  Trailer 
Manufacturing 


Transway  has  made  a  commitment  to 
innovation  and  leadership  in  each  of  these  areas  of 
transportation  and  distribution. 

Transway  International  Corporation 
The  Total  Modal  Transportation  Company. 
A  Sound  Concept  To  Invest  In. 


In  Marine 
Transportation 


In  Liquefied 
Petroleum  Gas 


Please  write  for  our  1978  Annual  Report.  Learn  about  our  investment  in  the  future  of  transportation  and  how  it  has 
helped  us  to  become  a  corporation  with  over  $800  million  in  revenues,  and  almost  $300  million  in  total  assets. 


Transway  International  Corporation 

747  Third  Avenue 
New  York,  New  York  10017 


We  think  of  it 
as  a 1,000-foot  vote 
of  confidence  in  - 
our  future. 


Longer  than  the  largest 
ocean  liner,  U.  S.  Steel's  newest 
ore  boat,  the  Edivin  H.  Gott,  is 
another  example  of  our  commit- 
ment to  making  steel  more  effi- 
I  ciently— and  staying  competitive 
with  foreign  steelmakers. 

In  the  last  ten  years,  U.  S.  Steel 
has  spent  more  than  $6  billion  on 
projects  like  the  transformation  of  our 
steelmaking  facilities  from  less  effi- 
cient open  hearths  to  new,  more  produc- 
tive Basic  Oxygen  or  Q-BOP  furnaces. 
These  advanced  facilities  demand 
tremendous  amounts  of  raw  materials 
year-round.  To  help  keep  pace,  the  Gott 
(and  a  sister  ship  now  under  construction) 
will  transport  vast  quantities  of  iron  ore  pel- 
lets from  our  taconite  processing  plant  in 
Minnesota — where  major  investments  have 
boosted  output  almost  50%. 

New  facilities  like  these  help  improve  the 
productivity  of  United  States  Steel  as  well  as 
our  country.  Our  new  ship  can  carry  up  to 
3,000,000  tons  of  pellets  annually,  in  contrast  to 
an  old  economically-obsolete  ship,  which  could 
transport  only  around  450,000  tons  per  year. 
But  vast  amounts  of  capital  are  required  for 
this  kind  of  improvement.  We  believe  that  our  gov- 
ernment must  act  to  encourage  capital  formation, 
so  that  private  industry  can  continue  to  make  im- 
provements and  create  more  long-lasting  jobs. 

Confidence. 
It's  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St.,  Pittsburgh,  PA  1 5230 


TRADEMARK 


%st  winter  Forbes  singled  out  a  highly  re- 
acted but  little-known  economist.  Now  Sir 
nhur  Lewis  has  won  a  Nobel  Prize.  Here  are 
ccerpts  from  that  interview: 

"The  U.S.  doesn't 
have  the  British 
disease" 


bel  Laureate  Sir  Arthur  Lewis 

the  post-Keynesian  era,  coming  into  his  own. 


HEN   IT   WAS   ANNOUNCED  that 

Princeton's  Sir  W.  Arthur  Lew- 
is, 64,  was  a  co-winner  (along 
th  Theodore  W.  Schultz,  of  the  Uni- 
rsity  of  Chicago)  of  this  year's  Nobel 
ze  in  economics,  many  people  must 
ve  asked:  "Who}"  Though  highly  re- 
;cted  in  the  profession,  Lewis'  name 
is  no  household  word,  like,  say,  Mil- 
i  Friedman's  or  John  Kenneth  Gal- 
lith's  (see  p.  117).  But  the  age  of  there- 
only-one-Keynes-and-Galbraith-is- 
i-prophet  is  ending.  Economists  like 
edrich  A.  Hayek  (Forbes,  Oct.  1)  and 
wis  are  again  coming  into  their  own. 
ey  are  economists  not  in  the  narrow 
ise  but  in  the  broader  sense  of  what 
id  to  be  called  political  economics.  In 
:t,  at  Princeton  Lewis  is  James  Madi- 
l  Professor  of  Political  Economy. 
Lewis,  little  known  to  the  general  pub- 
,  is  no  stranger  to  Forbes  readers.  Ear- 
r  this  year  in  these  pages  (Mar.  19),  we 
nted  a  wide-ranging  interview  with 


the  West  Indies-born,  London  School  of 
Economics-educated  scholar. 

The  interview  contained  many  sur- 
prising insights.  For  example,  Lewis, 
himself  the  product  of  a  society  that  is 
underdeveloped  in  the  economic  sense, 
argued  that  many  problems  of  the  poorer 
countries  were  self-imposed  and  not  the 
result  of  Western  "greed"  or  "imperial- 
ism." He  also  had  a  message  of  cheer  for 
Americans.  No,  our  economy  is  not  in  an 
inflationary  decline.  It  is  simply  in  a 
kind  of  long-term  recession.  The  way 
out,  he  argued,  is  through  a  burst  of 
innovation  and  investment.  For  those 
who  missed  it,  here  are  highlights  from 
that  interview,  which  was  conducted  by 
Norman  Gall,  a  journalist  and  scholar 
who  writes  frequently  for  Forbes. 

The  U.S.  is  not  in  any  long-term  situa- 
tion similar  to  Britain.  The  British  econ- 
omy was  not  able  to  use  capital  at  home. 
Its  capacity  to  switch  from  the  older 


techniques  of  the  Industrial  Revolu 
tion — the  cotton  industry,  the  iron  ini 
dustry,  etc. — to  new  products  and  meth 
ods  was  marred  by  a  lack  of  technologica 
infrastructure.  Thus,  they  could  not  in 
vest  profitably  at  home,  so  they  invested 
abroad. 

I  don't  think  the  U.S.  has  turned  thi 
[downward]  corner  and  is  any  differen 
from  where  it  was  15  years  ago.  I'd 
afraid  I'm  an  old-fashioned  economist, 
think  in  terms  of  business  cycles.  Thi 
U.S.  is  in  the  trough  of  one  of  its  relative 
ly  frequent  depressions — depression: 
which  have  little  to  do  with  long-terrr 
growth  prospects. 

A  century  ago  Britain  was  caught  in  a 
set  of  ideological  traps.  All  the  strategies 
available  to  her  were  blocked  off  in  one 
way  or  another.  She  could  not  lowe: 
costs  by  cutting  wages  because  of  the 
unions,  or  switch  to  the  American  type 
of  technology  because  of  the  slower  pace 
of  British  workers.  She  could  not  reduce 
her  propensity  to  import  by  imposing  i 
tariff  or  by  devaluing  her  currency,  oi 
increase  her  propensity  to  export  by  de- 
valuation or  by  paying  export  subsidies 
She  could  not  pioneer  in  developing  new 
commodities  because  this  now  requirec 
a  scientific  base  which  did  not  accord 
with  her  humanistic  snobbery. 

So  instead  she  invested  her  savings 
abroad,  the  economy  decelerated,  thejj 
level  of  unemployment  increased  and  hen 
young  people  emigrated. 

The  U.S.  is  not  caught  in  all  these 
traps.  The  U.S.  has  devalued  the  dollai 
and  imposed  tariffs.  It  has  a  high  level  ol 
capacity  to  produce  new  technology  and 
people  trained  in  using  it.  At  the  end  ol 
the  19th  century,  the  British  economy 
was  driven  by  foreign  trade  and  got  into  a 
mess  because  it  couldn't  find  its  way  in 
foreign  trade.  The  U.S.  economy  is  not 
dependent  on  foreign  trade.  It  is  poten- 
tially almost  a  self-contained  economy. 
Its  capacity  to  grow  is  not  dependent  on 
trade  with  the  rest  of  the  world.  Its  ca- 
pacity to  grow  is  dependent  upon  its  own 
virility,  its  technological  prowess,  its| 
savings  capability  and  so  on. 

The  U.S.  savings  propensity  is  low 
now  compared  with  times  of  prosperity. 
That's  always  the  case.  To  be  doubtful 
about  the  U.S.,  one  would  have  to  be 
doubtful  about  its  capacity  to  make  and 
exploit  technology,  doubtful  about  its  en- 
trepreneurship  and  things  like  that.  I1 
don't  know  what  evidence  there  is  for 
thinking  there  is  any  long-term  down- 
ward shift  in  these  things. 

I  don't  know  the  outcome.  But  I  note 
that  a  lot  of  people  claim  to  know  the 
answer.  They  claim  that  the  answer  isi 
unfavorable.  That  doesn't  mean  they're 
right.  The  American  position  in  the 
1980s,  like  the  British  position  100  years 
earlier,  depends  upon  continued  innova- 
tion. Therefore,  I  think  the  crucial  ques- 
tion that  is  being  debated,  for  which  we 
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T.  Irvin,  executive  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 

"We  think  growing  companies  deserve  as  much  cash  flow 
and  asset  protection  as  giant  multinationals?' 


"Many  small  and  medium-sized 
businesses  don't  realize  it,  but  their 
basic  insurance  and  financial  con- 
cerns are  the  same  as  those  of  the 
multinationals.  Big  or  small,  a  com- 
pany has  to  be  protected  from  the 
impact  of  sudden  losses.  And  that's 
where  we  come  in  Whatever  size 
your  company  is,  we'll  use  the  same 
sophisticated  risk  management  and 
analysis  techniques  we've  developed 
over  the  years  for  our  giant  clients. 
As  a  matter  of  fact,  our  position  as  a 


worldwide  leader  in  our  industry  is 
due  largely  to  the  growth  we've  en- 
joyed with  our  small  and  medium- 
sized  clients.  And  we  see  much  of 
our  future  growth  coming  from 
theirs.  You  can  bet  we'll  be  right 
there  working  with  them.  And  with 
companies  like  them." 

Working  from  a  client's  point  of 
view  is  our  way.  From  our  top  man- 
agement to  the  men  and  women  in 
over  110  cities  here  and  overseas. 
That  means  working  as  allies. 


solving  business  problems  together. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  and  financial  services 
business.  We  have  the  facilities, 
expertise  and  strength  to  act  as 
effective  allies.  We  work  from  a 
client's  point  of  view,  whether  the 
corporation  is  *uw*n/jfl- 
large  or  small.  A^Xanaer 

{Alexander 

The  Allies 


[F  YOU  CAN  OPERATE 
THIS  MACHINE, 


YOU  CAN  OPERATE 
THIS  MACHINE. 


Push  seven  buttons  on  a  telephone  and 
you  have  successfully  made  a  phone  call. 

Push  two  buttons  on  a  Xerox  9400  du- 
plicator and  you  have  successfully  made  a  copy. 

In  fact,  anyone  who  can  master  the  tech- 
nology of  making  a  phone  call  can  operate  a 
Xerox  9400  duplicator.  Which,  like  a  tele- 
phone, can  be  used  for  many  different  jobs. 

Because  with  the  push  of  other  buttons,  a 
Xerox  9400  can: 

Automatically  feed  and  cycle  originals, 
automatically  reduce,  automatically  collate 
and  automatically  copy  on  both  sides  of  a  piece 
of  paper. 


Xerox  duplicators  come  in  different 
models  with  many  different  features.  And 
each  of  our  models  is  the  model  of  simplicity. 

To  prove  to  yourself  how  easy  it  is  to  use 
one  of  these  Xerox  duplicators,  just  call  Xerox 
with  the  machine  on  the  left.  The  number  is 
800-325-6400.  Ask  for  operator  9400! 

If  you  can  successfully  operate  that 
machine,  you  can  successfully  operate  one  of 
ours. 


XEROX 


XEROX®  .md  V400  arc  trademarks  of  XEROX  CORPORA!  ION 


•Missouri  residents,  call  800-142-6600. 


;ally  don't  have  the  data,  is  where  the 
F.S.  stands  today  in  research  and  devel- 
pment,  in  patents,  in  innovation,  in  the 
»refront  of  new  technology. 

You've  no  doubt  seen  some  of  the 
:atements  on  how  patents  have  gone 
Dwn,  registration  of  foreign  patents  has 
me  up,  share  of  expenditure  on  research 
id  development  has  gone  down,  etc. 
he  problem  is  that  one  has  to  distin- 
lish  between  a  cyclical  recession  and  a 
;rmanent  phenomenon.  It's  not  possi- 
le  in  the  middle  of  a  long,  five-year 
:cession  like  this  one  to  say  whether 
le  unfavorable  things  that  one  sees  are 
imporary  or  long-term  phenomena. 

Starting  with  Marx  in  1848,  for  every 
icession  critics  have  predicted  the  im- 
dnent  collapse  of  capitalism,  just  as  the 
irly  Christians  expected  the  imminent 
rival  of  Judgment  Day.  Capitalism  cer- 
inly  will  pass  away;  all  social  and  eco- 
omic  systems  do.  But  its  capacity  to 
irvive  great  shocks  has  been  thoroughly 
;monstrated  and  has  to  be  taken  seri- 
jsly  by  friend  and  foe  alike. 

*urrently,  in  the  middle  of  a  depression, 
e  do  not  want  to  invest.  This  is  sym- 
)lized  especially  by  the  stock  exchange, 
you  build  a  plant  for  $1  million  and 
ten  try  to  sell  it  on  the  stock  exchange, 
du  get  only  $800,000  for  it.  This  is  why 
Dbody  invests.  If  you  have  any  money 
)  invest,  you  buy  into  [an  existing]  busi- 


ness instead  of  putting  money  into  a  new 
one.  That's  a  sign  that  we're  in  the  mid- 
dle of  a  depression.  But  it  isn't  necessar- 
ily a  permanent,  terminal  thing.  One  dis- 
tinguished colleague  of  mine  calls.it  per- 
manent. He  thinks  the  stock  exchange 
has  ceased  to  perform  a  useful  function. 
But  I  think  it  can  be  revived. 

Talking  about  invention,  it  isn't  neces- 
sary that  the  U.S.  pioneer  in  innovation. 
All  that  is  necessary  is  that  it  invest  in 
innovation  which  can  be  pioneered 
somewhere  else — Japan  or  Germany  or 
somewhere  like  that. 

It  may  be  that  Western  Europe  and  Ja- 
pan are  now  centers  of  innovation,  but 
these  innovations  may  wind  up  in  the 
U.S.,  provided  that  it  is  quick  to  pick  up 
and  adapt  what  is  invented  elsewhere. 

Let's  talk  about  cohesion.  One  thing 
that  dogs  latter-day  capitalism  is  the 
trade  union  movement.  The  U.S.  has  a 
mild  trade  union  movement — when 
compared  with  the  powerful  British 
unions.  The  British  are  in  a  complete 
mess.  They  can't  move  in  one  direction 
or  another  without  fighting  the  unions. 
Ask  yourself  about  inflation.  What  role 
have  American  unions  played  in  infla- 
tion? Inflation  has  come  mostly  from 
outside.  U.S.  unions  have  been  remark- 
ably restrained,  which  is  a  big  difference 
between  the  U.S.  and  Britain.  In  Britain 


the  Prime  Minister  says  we  ought 
have  a  wages  and  incomes  policy  and 
denounced  by  the  leader  of  the  tra 
union  movement.  In  the  U.S.,  the  Pre: 
dent  says  we  won't  have  a  wages  ai 
incomes  policy  and  is  denounced  by  tl 
leaders  of  the  trade  union  movemer 
who  say  we  ought  to  have  mandato 
limits  on  wages  and  prices. 

There's  a  vast  difference.  Ameri 
doesn't  begin  to  know  what  unions  a 
like,  compared  with  Great  Britain.  1 
unions  are  much  more  like  the  Japane 
unions,  whose  leaders  are  gentlemen  ai 
brothers  of  the  capitalists. 

The  main  problem  in  the  U.S.  is  to  g 
out  of  this  recession,  to  have  a  faster  ra 
of  growth.  How  can  we  get  back  to  tl 
long-run  upward  trend  of  about  5%  arm 
al  growth  in  industrial  production?  1 
reach  that  growth  trend,  we  may  need 
burst  of  speed  in  industrial  productic 
such  as  the  7%  annual  growth  rate  of  tl 
1961-66  period. 

The  real  problem  in  the  economy  is  th 
it  doesn't  pay  to  invest.  Investment 
too  low  because  the  profit  ratio  is  to 
low.  What  you  have  to  do  somehow  is 
stimulate  the  economy  and  raise  tl 
profit  ratio.  But  it  certainly  cannot  1 
done  by  raising  interest  rates  to  13°/ 
which  is  what  the  government  is  tryir 
to  do  now.  ■ 


These  Securities  have  not  been  and  are  not  being  offered  to  the  public. 
This  advertisement  appears  only  as  a  matter  of  record. 

NEW  ISSUE  October  9,  1979 

$70,052,756 

Southwest  Airlines  Co. 

Equipment  Trust  Certificates  due  1994/5 


Direct  placement  of  the  above  Securities  was  arranged  by  the  undersigned,  in  connection  with 
financing  approximately  80%  of  the  purchase  price  of  ten  Boeing  Model  737-200  aircraft. 


NEW  YORK 

CLEVELAND 

MELBOURNE 


The  First  Boston  Corporation 


ATLANTA 
DALLAS 
MONTREAL 


BOSTON 
GENEVA 
PHILADELPHIA 


CALGARY  CHICAGO 
LONDON  LOS  ANGELES 

SAN  FRANCISCO  SAN  JUAN 


The  American  Worker. 


She  weaves  the  cloth  of  dresses  and  dreams. 

For  almost  100  years  now,  we've  been  insuring 
America's  most  valuable  resource:  her  workers.  And 
duringall  that  time,  one  very  basic  principle  hasn't 
changed:  The  less  chance  a  worker  has  of  being  injured 
on  the  job,  the  lessyou  shouldpay  to  insure  the  worker. 

Sounds  reasonable  enough ,  doesn't  it?  But  some 
employers  still  pay  too  much  for  theirWorkers'  Com- 
pensation insurance.  Often  the  reason  is  simply  that 
the  insurer  lacks  the  flexibility  to  fashion  a  Comp  pro- 
gram that  answers  every  employer  requirement ,  in- 
cluding Loss  Control. 

We'dbe  happy  to  look  over  your  current  Workers' 
Compensation  program  with  you.  Perhaps  we  can 
save  you  money. 

It's  one  more  way  we  have  to  cut  the  cost  of  busi- 
ness insurance.  There  are  many  others.  Callorwrite 
us  and  we' 11  share  themwithyou. 


A 


2£ 


merican 
Mutual 

INSURANCE  COMPANIES  WAKEf  IELO,  MASS  o  I  ft 8  0 

,  THE  OFFICIAL  INSURANCE  SPONSOR, 
i  1980  OLYMPIC  WINTER  GAMES 


Helping  America  make  intelligent  insurance  decisions  since  J887. 
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Hie  picture  is  more 
The  sound,  close 

fet,only  a  handful  of  people  will 
El   get  to  own  one. 

Introducing  The 
Limited  Edition  ColorTrak. 


The  Limited  Edition  ColorTrak  is  currently 
being  demonstrated  at  many  RCA  Dealers. 

It's  worth  seeing,  even  if  you're  not  actively 
looking  to  replace  your  present  set  ...just  to  find 
out  where  color  television  is  going. 

You'll  see  a  color  picture  that  is  demon- 
strably superior— clearer,  sharper,  more  precise 
than  any  ever  made  by  RCA.  A  picture  that  will 
bring  you  closer  to  the  realism  and  excitement 
of  the  movies  than  we've  ever  been  able  to  bring 
you  before. 

You  'll  also  hear  sound  that  far  exceeds  what 
ouve  come  to  expect. 

Instead  of  listening  to  a  single  monaural 
speaker,  you'll  hear  a  wider  range  of  sound 
sorted  into  five  coordinated  frequency  ranges, 
then,  channeled  into  balanced  pairs  of  two  am- 
plifiers and  two  separate  speakers.  In  effect,  the 
sound  surrounds  the  picture. 

Styling  will  be  equally  impressive.  Consoles 
are  offered  in  Mediterranean.  French  Country, 
Traditional  and  Modem.  All  are  impressively 
slim-lined  so  the  set  fits  gracefully  against  a 
wall. 

Additionally,  all  consoles  will  include  RCAs 
incI>ock  Remote  Control. 
Because  only  a  limite 
>ugh  for  just  about  one  i 
sand  homes),  we  suggest  yi 
Edition  ColorTrak  demonstration  soon. 

If  you  believe  that  you  may  be  interested  in 
owning  one.  then  we  attach  even  a  greater  sense 
of  urgency  to  our  invitation. 

Alter  all.  we  wouldn't  want  you  to  have  to 


RCA  is  making  television  better  and  be 


GEOBANKING 


The  Manufacturers  Hanover  Way  of  Worldwide  Banking 


Geobanking. 

It  is  money  moving  and 
working  around  the  worid. 

It  is  the  Manufacturers 
Hanover  way  of  worldwide 

banking. 
Unlike  most  major  international 
banks,  Manufacturers  Hanover  does  not 
enter  a  region  or  a  country  with  a  rigid 
operational  philosophy. 

Instead,  it  adopts  a  way  of  banking 


that  works  best  for  a  particular  place  at  a 
particular  time. 

Geobanking. 

It  is  wholly  responsive,  since  it  fine 
tunes  banking  to  national  and  regional  needs. 

It  is  flexible,  admitting  swift  adjust- 
ment to  changes  in  prevailing  conditions. 

And  Geobanking  enables 
Manufacturers  Hanover  to  marshal  strengths 
from  the  worldwide  resources  of  a 
$45  billion  organization. 


MANUFACTURERS  HANOVER 
The  banking  source.Worldwide. 


Incorporated  with 
Limited  Liability  in  (ISA 
Member  FDIC 


Overbearing,  witty,  acid-penned,  John  Kenneth  Galbraith  is  America's 
avorite  economist.  But  is  Galbraith  writing  about  the  real  world? 

Galbraithian  truth 
and  fallacy 


Vho  is  America's  leading  economist? 
i  or  every  intellectual  who  says  "Milton 
iriedman"  probably  two  or  three  would 
jay  "John  Kenneth  Galbraith."  This  tall, 

:ft-of -center,  witty  ideologue  puts  down 
iis  conservative  opponents  with  a  wit, 

arity  and  sarcasm  that  they  cannot 
I  latch.  Because  he  is  easy  to  read — fun 
Wen — Galbraith  has  persuaded  millions 

f  thinking  people  that  we  need  ever 
3  lore  government  intervention  in  our  so- 

iety.  While  Galbraith  is  only  a  parlor 
hcialist,  he  has  led  countless  young  peo- 
(le  to  a  fuzzy  belief  in  socialism. 
I  In  his  book  Wealth  and  Poverty,  to  be 
jublished  in  summer  of  1980  by  Basic 
looks,  author  George  Gilder  explains 

le  paradox  of  Galbraith's  continuing 

jpularity  at  a  time  when  the  trend 

tward  big  government  seems  to  be  ebb- 
jig — why  the  prophet  is  outlasting  his 
tsion. 

:  What's  a  businessman  to  do  when  his 
iid  comes  home  from  college,  and,  echo- 
jig  Galbraith,  says  "big  businessmen  be- 
jeve  in  socialism  for  the  rich,  and  free 
iterprise  for  the  poor"?  This  excerpt 
om  Gilder's  excellent  book  should  fur- 
sh  the  parent  with  a  rebuttal  or  two. 


By  George  Gilder 

John  Kenneth  Galbraith  more 
than  any  other  American  springs 
to  the  public  mind  at  the  mention 
of  economics.  Yet  most  of  what  is  true  in 
Galbraith's  books  is  not  original  and 
most  of  what  is  original  is  not  true. 

For  example,  Galbraith's  Dependence 
Effect,  or  Revised  Sequence,  is  merely  a 
derivative  of  Say's  Law:  roughly  "supply 
creates  its  own  demand."  "As  a  society 
becomes  increasingly  affluent,"  he 
writes,  "wants  are  increasingly  created 
by  the  process  by  which  they  are  satis- 
fied. .  .  .  Producers  may  proceed  actively 
to  create  wants  through  advertising  and 
salesmanship."  He  sums  up:  "Wants  thus 
come  to  depend  on  output. " 

Galbraith's  essential  point  is  fruitless 
to  deny.  Producers  do  play  a  leading  and 
initiatory  role  in  eliciting,  shaping  and 
creating  demand.  Investment  decisions 


will  be  crucial  to  determining  both  the 
quantity  and  essential  pattern  of  con- 
sumer purchases.  But  Galbraith  fails  to 
tell  the  full  range  and  implication  of  his 
discovery.  He  seems  to  believe  that  this 
proposition  reflects  a  revolutionary 
change  in  the  structure  of  modern  indus- 
try and  applies  only  to  large  corporations 
committed  to  long  and  technologically 
intensive  modes  of  production.  But  the 
fact  is  that  small  businesses  also  shape 
and  create  their  own  demands.  The  dif- 
fering patterns  of  commerce  in  various 
small  towns  or  communities  reflect  not 
only  the  existing  patterns  of  consumer 
wants  but  also  the  configuration  of  entre- 
preneurial skills  and  ideas.  Great  Bar- 
rington,  Mass.  contains  a  Somalian  res- 
taurant, a  baroque  music  school  and  an 
Outward  Bound  youth  center  not  be- 
cause of  spontaneous  need  for  these  ven- 
tures, but  because  of  the  presence  of  men 
who  chose  to  start  them  and  succeeded 
in  creating  a  demand  for  them.  There  are 
many  obvious  differences  between  large 
and  small  businesses,  but  Galbraith's  De- 
pendence Effect  applies  to  both. 

Nor  are  the  passage  of  long  periods  of 
time  and  commitments  of  large  amounts 


)RBES,  NOVEMBER  12,  1979 


117 


Give  your 
paper  files  an  inch, 
they'll  take  a  mile. 

Kodak  knows  about  the  overweight 
office.  You  keep  adding  file  cabinets,  and  they 
keep  overflowing  with  paper.  The  paper  glut 
keeps  growing,  and  you  don't  know  what  to  do 
about  it. 

We  do.  We  have  a  plan  that  gets  rid  of 
office  flab  and  bloat.  We've  helped  thousands  of 
companies  overcome  paper  problems  with 
microfilm,  a  better,  cheaper  way  to  store  and 
retrieve  information.  We  offer  products  ranging 
from  portable  microfilmers  to  laser  COMs  that 
print  data  from  the  computer.  Somewhere  in 
that  range  is  a  configuration  that's  right  for  you. 

Many  companies  attack  the  paper  prob- 
lem on  two  fronts.  They  begin  microfilming  old, 
rarely  referred-to  documents  on  high-volume 
microfilmers,  often  indexing  each  roll  of  film 


chronologically.  They  use  part-time  help  or  cur- 
rent employees  with  spare  time,  all  of  whom 
learn  to  operate  our  easy-to-use  equipment 
quickly. 

At  the  same  time,  these  companies 
embark  on  an  active  microfilming  procedure  for 
current  records,  with  everything  indexed  and 
readily  available  in  seconds.  Paper  flab  is  out  the 
door.  Filing  space  is  reduced  dramatically— up 
to  98%.  Those  miles  of  paper  become  inches  of 
film,  freeing  space  for  productive  and  profitable 
work. 

The  conversion  to  microfilm  is  easy,  and 
we'll  help  you  every  step  of  the  way.  To  start 
getting  your  office  back  into 
fighting  trim,  clip  and  mail 
the  coupon  today. 


The  Reducing  Plan 

Kodak  microfilm 

Eastman  Kodak  Company 
Department  DP9672 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan. 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 


Name 


Title 


Company 


Address 


City 


State  &  Zip 


Phone 


capital  novel  characteristics  of  mod- 
enterprise.  Modern  corporations  are 
eed  far  more  complex  than  earlier 
ns.  But  contemporary  businesses  may 
m  have  less  need  to  plan  ahead.  They 
lefit  from  far  more  elaborate  and  flexi- 
capital  markets,  from  more  readily 
ponsive  consumers  and  from  prodi- 
usly  more  efficient  modes  of  transport 
I  communication.  It  is  difficult  to 
igine  contemporary  businesses  with 
ater  requirements  for  early  invest- 
nt  and  planning  or  for  complementary 
eminent  aid  than  the  worldwide  trad- 
companies  of  16th-century  England 
the  canal  and  railroad  firms  of  the 
ly  industrial  U.S.  Galbraith  should  not 
igine  that  his  Dependence  Effect  is  a 
re  peculiarity  of  modern  corporations, 
ialbraith  also  says  that  businesses,  far 
n  promoting  competition,  actually 
k  to  control  their  markets,  often  with 
aid  of  government — to  administer 
:es  and  quantities  of  production  and 
;xclude  competitors.  Galbraith  some- 
les  offers  this  revelation  in  the  general 
rit  of  a  small  boy  discovering  that  his 
ents  indulge  in  sexual  intercourse.  But 
must  grant  that  he  is  right.  For  all 
ir  ideological  commitment  to  free  en- 
jrise,  businesses  are  primarily  devot- 
to  successful  enterprise,  pursue  it  any 
y  they  can  and  are  delighted  to  benefit 
ti  government  action  against  the 
^petition.  In  precisely  the  same  way 
t  Galbraith  himself  can  profess  egali- 
an  socialism  while  waxing  rich  on 
capitalist  system,  corporations  can 
i  off  government  while  celebrating 
:  markets. 

Jeither  Galbraith  nor  business  leaders 
really  hypocritical.  Both  honestly  be- 
re  in  their  ideals  but  succumb  to  the 
nediate  temptations  of  circum- 
ices:  obligations  to  stockholders, 
res  and  children,  or  their  own  needs, 
as  was  taught  by  Adam  Smith,  what 
;ood  for  particular  merchants  is  not, 
pite  their  nationalistic  appeals,  neces- 
ly  good  for  the  country.  The  mer- 
nts,  with  their  claim  that  every  tariff 
patriotic  duty,  said  Smith,  "were  by 
means  such  fools  as  they  who  be- 
'ed  it." 

"here  is  another  sense,  however,  in 
ich  the  very  ideal  of  business  ideology 
itself  flawed.  The  notion  of  perfect 
npetition  is  a  figment  of  economics 
t  survives  because  of  its  rich  math- 
atical  yield  in  computer  models,  but  is 
le  related  to  the  turbulent  markets  of 

real  world.  As  has  been  often  ob- 
/ed,  perfect  competition  actually 
ties  to  mean  no  competition  at  all:  an 
iilibrium  in  which  companies  can 
nge  neither  prices  nor  products  and 

essentially  affect  neither  supply  nor 
land.  Perfect  competition  thus  ex- 
des  most  competitive  behavior.  It 
ishes  free  men  and  entrepreneurs  in 
or  of  a  mechanism  by  which  savings 


are  automatically  invested,  supplies  and 
demands  are  automatically  balanced  and 
the  entrepreneurial  role  could  be  best 
performed  by  modern  computers.  How- 
ever useful  in  economic  analysis,,  this 
view  is  nonsense  as  a  description  of  any 
real  economy.  Though  it  seems  to  pro- 
vide an  argument  for  limited  govern- 
ment, in  fact  it  provides  endless  pretexts 
for  government  intervention  to  remedy 
the  inevitable  market  "imperfections." 

The  truth,  perceived  by  Galbraith  per- 
haps better  than  by  most  of  his  adversar- 
ies, is  that  the  very  essence  of  capitalism 
is  the  competitive  pursuit  of  transitory 
positions  of  monopoly.  This  pursuit  is 
not  guided  by  any  invisible  hand.  It  is 
governed  by  the  quite  visible  and  aggres- 
sive hand  of  management  and  entrepre- 
neurship.  Businesses  continually  differ- 
entiate their  products,  marketing  tech- 
niques, advertising  and  retailing 
strategies,  in  order  to  find  some  unique 
niche  in  the  system  from  which  they  can 
reap,  as  long  as  possible,  monopoly  prof- 
its. Without  the  aid  of  government,  pro- 
tecting patents  or  otherwise  excluding 

Galbraith  is  right  about  the 
existence  of  a  large  commer- 
cial "technostructure,"  some- 
what divorced  from  the  direct 
control  of  its  owners.  His  mis- 
take is  to  fallow  Joseph 
Schumpeter—who  knew  better 
when  he  was  younger— in  pre- 
dicting the  withering  away  of 
the  entrepreneur.  Both  be- 
lieved that  the  technostruc- 
ture  would  inevitably  be  as- 
similated by  government. 


competitors,  these  monopoly  positions 
tend  to  be  short-lived.  But  they  are  the 
goal  of  business  activity,  the  focus  of 
creative  entrepreneurship,  the  motiva- 
tion of  research  and  development. 

The  monopoly  positions,  moreover, 
are  not  at  all  unlimited,  because  they  are 
always  held — unless  government  inter- 
cedes to  enforce  them — under  the  threat 
of  potential  competitors  and  substitutes 
at  home  or  abroad.  The  monopoly  can  be 
maintained  only  as  long  as  the  price  is 
kept  low  enough  to  exclude  others.  In 
this  sense,  monopolies  are  good.  The 
more  dynamic  and  inventive  an  econo- 
my the  more  monopolies  it  will  engen- 
der. The  ideal  of  perfect  competition, 
like  the  ideal  of  an  economy  without 
monopolies,  is  also  an  economy  without 
innovations.  A  rapidly  developing  sys- 
tem will  be  full  of  monopolies  as  new 
industries  repeatedly  crop  up  and  have  a 
lucrative  run  before  the  competition  can 
emerge  and  catch  up,  benefiting  from  the 
advantages  of  imitation.  Every  now  and 
then  a  company  like  IBM  or  Polaroid  will 
get  such  a  lead  and  exploit  it  so  efficient- 


ly that  it  retains  dominance  for  de 
cades — to  the  great  benefit  of  all. 

This  form  of  "monopoly  capitalism' 
does  not  readily  or  automatically  resul 
in  the  fulfillment  of  the  preexisting  de 
sires  of  consumers,  for  consumers  do  no 
know  what  they  desire  until  they  hav< 
tried  some  at  the  specified  price.  Con 
sumers  respond  to  the  creative  experi 
ments  of  business.  Demand,  as  Galbraitl 
points  out,  "does  not  arise  in  spontane 
ous  consumer  need.  Rather  the  Depend 
ence  Effect  means  that  it  grows  out  o 
the  process  of  production  itself.  If  pro 
duction  is  to  increase,  the  wants  must  b« 
effectively  contrived."  Exactly.  The  qual 
ity  of  capitalist  society  depends  not  or 
automatic  mechanisms  but  on  the  qual 
ity,  creativity  and  leadership  of  the  cap 
italists.  Consumer  sovereignty  is  merely 
the  myth  by  which  conservatives  lend  ar 
aspect  of  democratic  demand  to  th« 
achievements  of  the  capitalist  elite. 

Galbraith  prefers  the  economic  leader 
ship  of  government,  justified  by  th« 
myth  of  popular  sovereignty.  But  the  wil 
of  the  people  is  no  more  "spontaneous' 
or  free  of  elite  initiative  and  manipula 
tion  in  politics  than  in  economics. 

Businesses,  moreover,  are  collectively 
more  subject  to  informed  public  desiree 
than  are  public  officials.  Although 
masses  cannot  create,  they  can  seleci 
among  the  choices  presented  by  the 
elites.  An  economy  can  be  democratic 
chiefly  in  proportion  to  the  diversity  ol 
choices — the  proliferation  of  monopoly 
experiments — corresponding  to  the  huge 
multiplicity  of  individual  tastes  and 
desires. 

In  its  cornucopia  of  detailed  choices 
the  capitalist  marketplace  contrasts  viv- 
idly with  even  the  most  democratic  po- 
litical marketplace  with  its  near  monop- 
oly of  power  vested  at  every  election  and 
with  the  requirement  that  voters  select  a 
whole  cluster  of  policies  in  order  to  get 
the  one  desired.  Representative  democ- 
racy remains  a  better  system  than  any 
other  chiefly  because  it  evokes  the  ex- 
perimental competition  of  elites.  But) 
even  if  one  believes  in  the  mystical  effec- 
tiveness of  multiple  elections  in  fathom- 
ing the  public  will,  Galbraith's  theory 
that  capitalist  economies  show  a  persis- 
tent bias  in  favor  of  business  goods  and! 
against  public  services  has  not  stood  up 
well  under  recent  experience.  Govern- 
ment has  been  growing  faster  than  busi- 
ness in  nearly  all  democratic  countries. 

Galbraith  is  right  about  the  existence 
of  a  large  commercial  "technostructure," 
somewhat  divorced  from  the  direct  con- 
trol of  its  owners,  at  least  partially  capa- 
ble of  fixing  its  prices,  and  to  some  de- 
gree giving  rise  to  countervailing  powers 
and  complementary  services  of  govern-i 
ment.  He  is  also  right  that  this  sector  of) 
business,  bestriding  world  markets  andl 
increasingly  facing  the  subsidized  com- 
petition of  government  firms  abroad,  isi 
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Thunderbird  with 
Exterior  Luxury  Group 
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New  size.  New  innovations. 
New  higher  MPG. 

In  Thunderbird  s  25th  anniversary 
year  all  1980  Thunderbirds  are  new 
and  special... with  a  new  contem- 
porary size  that  fits  the  future  without 
sacrificing  Thunderbird  luxury. 

With  its  new  size  and  a  new  smaller 
4.2  liter  engine,  Thunderbird  has  a  re- 


Electronic  fuel 
readout.  Optional 


I 


markably  improved  estimated  mile- 
age @  MPG  est./ 26  hwy.* Another  en- 
gineering breakthrough...  the  first  au- 
tomatic overdrive  transmission 
option  built  in  America. 

Other  innovative  options  add  to 
Thunderbirds  individuality... from  a 
dazzling  array  of  electronic  magic  to 
an  optional  keyless  entry  system.  ■ 
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.  .ELSCTftOntC 
P    R  N  0  3  I  I 


Electronic 

speedometer. 

Optional. 


BASE  STICKER  PRICE  56,432* 

Flight  Bench  Seat  No  Charge 

Pwr  Steering  &  Brakes  No  Charge 
4.2LV-8-  Auto  Trans  No  Charge 
AM  Radio  No  Charge-* 

Exterior  Luxury  Group  $  489 

Padded  half  vinyl  root,  opera 
.  windows, ,wrapover  applique, 
bodyside  moldings,  dual  remote 
control  mirrors^  paint  stripes  '  . 
Wide  Door  Belt  Moldings         :  31 
Wire  Wheel  Covers  ''  50 
WSW  cost  over  Std.  Radial  Tires  50 
Total  price  for  car  shown       57,052 :: 


So  spread  your  wings. 

Compare  this  to  other  cars.  Your  mileage  may 
differ  depending  on  speed,  weather,  and  trip 
length.  Actual  highway  mileage  will  probably 
be  lower  than  estimate.  Calif,  ratings  lower. 

THUNDERBIRD 


FORD  DIVISION 


Sticker  price  excluding  title,  taxes  and  destination  charges  * 'Price  over  and  above  Standard  Wheel  Covers  in  Exterior  Luxury  Group  +May  be  deleted  for  credit} 


IN  SOUTHERN  RAILWAY,  THIS  COMPACT  CA 1 


3uess  how  far  it  could 
ravel  on  a  truck'' 

Itanley  Crane,  Chairman,  Southern  Railway  System, 
shington,  D.C.  20013 

The  railroad  is  the  most  efficient  user  of  fuel 
he  transportation  industry.  Bar  none. 

And  the  Southern  Railway  is  one  of  the 
st  efficient  railroads  in  the  country. 

For  instance,  on  the  Southern,  a  3,089  lb. 
npact  car  can  travel  145  miles  on  one 
Ion  of  fuel.  How  far  could  a  truck  carry  it 
the  same  amount  of  fuel?  Well,  the 
road  is  four  times  more  efficient  than 
:ks,  60  times  more  efficient  than 
nes,  and  even  more  efficient  than 
ges.  So  it's  easy  to  see  that  trucks 
l't  carry  freight  anywhere  near  as  far 
railroads  can  per  gallon  of  fuel. 

What  does  this  mean  for  the 
jre?  Well,  it  means  that  trucks  will 
used  less  and  less  for  long  hauls. 

More  and  more  products  will  ride 
the  Southern,  and  trucks  will  be  used 
distribution  at  the  other  end  of  the  line. 
:ause,  in  the  coming  years,  only  the 
road  will  have  the  energy-efficiency 
long  hauls. 
We  have  the  energy  for  the  long  haul. 
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(AILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


A 


RAVELS  145  MILES  OH  A  GALLON  OF  FUEL. 


AN  AIRLINE  THAT  OVERBOOKS  TODAY 

MIGHT  FIND  ITSELF 
UNDERDOOKED  TOMORROW" 

FRANK  BORMAN,  PRESIDENT,  EASTERN  AIRLINES 


Last  year,  overbooking 
grounded  more  than  a  hundred 
thousand  passengers—  on  all 
airlines  combined. 

Airlines  overbook  because 
passengers  with  reservations 
don't  always  show  up. 

AVIEWON 
AIRLINE  OVERBOOKING 
FROM  EASTERN. 

And  no-shows  mean  empty 
seats  on  a  flight  other  people 
want,  and  lost  revenues  for 
the  airlines. 

At  Eastern  Airlines, 
we've  developed  a  better  way 
to  help  offset  no-shows.  It's 


called  the  Conditional  Reser- 
vation. And,  because  of  it,  our 
record  in  honoring  reservations 
is  better  than  any  of  our  com- 
petitors'. 

With  a  Conditional  Res- 
ervation, you  know  in  advance 
that  your  preferred  flight  is  al- 
ready booked,  and  you  might 
not  get  on—  but  that  you'll  fly 
free  on  the  next  flight  with 
available  seats  if  you  don't. 

Chances  are  good  that 
you'll  get  the  flight  you  want. 
Because  96  percent  of  those 
passengers  who  have 
booked  a  Conditional 
Reservation  on  Eastern 
have  gotten  on  the  flight 


of  their  choice  —  a  total  of 
nearly  2  million  to  date. 

At  Eastern,  we  know  that 
providing  good,  personal  ser- 
vice is  just  good  business.  And, 
if  it  takes  an  innovative  idea— 
like  the  Conditional 
Reservation—  to  serve  you 
better,  we'll  make  that  our 
business  too. 

After  all,  there  are  a  lot 
of  airlines  you  can  fly  besides 
Eastern.  So,  if  we  expect  you  to 
fly  with  us  again,  we  know  we 
can't  leave  you  on  the 
ground. 

At  Eastern,  we 
know  we  have  to  earn 
our  wings  every  day. 


RIM 


WE  HAVE  TO  EARN  OUR  WINGS  EVERYDAY 


extraordinarily  efficient  and  should  not 
be  broken  up  by  the  sweeping  enforce- 
ment of  antitrust  laws  against  bigness 
itself.  Galbraith's  mistake  is  to  follow 
foseph  Schumpeter — who  knew  better 
when  he  was  a  young  economist  rather 
than  an  aging  pessimist — in  predicting 
the  withering  away  of  the  entrepreneur. 
Both  Galbraith  and  Schumpeter  mistak- 
enly believed  that  the  technostructure 
would  inevitably  expand  its  sway  over 
:he  economy  and  be  assimilated  by  gov- 
I   ;rnment  in  a  socialist  future. 

Galbraith  sees  that  the  large  corpora- 
ions  of  "the  planning  sector"  tend  to  be 
more  efficient  and  productive  than  the 
imall  ones  of  "the  market  sector/'  and 
hus  he  concludes  that  the  planning  sec- 
or  will  eventually  dominate  the  entire 
:conomy  and  merge  with  government  in 

11  socialist  state.  He  believes  that  such  an 
evolution  is  both  inevitable  and  good, 
ubjecting  the  immense  productivity  of 
he  technostructure  to  social  control  and 
naking  possible  the  creation  of  a  society 
t  once  rich  and  egalitarian. 
■     This  prediction,  which  is  made  by 
ome   Eminent   Amnesius   every  five 
ears  or  so,  is  based  on  an  error  so  simple 
nd  familiar  that  one  might  expect  the 
rofession  of  economics  to  have  out- 
grown it  by  now.  Galbraith  is  making 
tatic  observations  of  dynamic  phenom- 
jna.  At  any  time  in  the  history  of  a 
jisasonably  mature  economy,  the  largest 
1  jusinesses  will  tend  to  be  the  most  effi- 
j  jient.  That's  why  they  got  large.  They 
[enefit  from  economies  of  scale  and  spe- 
I  ialization.  But  only  someone  viewing 
I  |ie  economy  as  a  system  of  statistical 
I  Luantities  could  imagine  that  size  is  the 
jrucial  fact  about  successful  companies, 
j  'hat  is  like  saying  that  the  crucial  fact 
jDout  professional  football  teams  is  huge 
i:adiums  filled  with  people  yelling  and 
irinking  beer.  The  crucial  aspects  of  big 
impanies  are  not  quantitative  but  quali- 
Bitive:  the  nature  of  the  product  and  the 
|]lode  of  manufacture  and  marketing, 
j  In  general,  Galbraith's  big  companies 
|ave  attained,  in  the  jargon,  a  position 
bar  the  top  of  their  Kuznets  curves: 
|i  aces  on  the  slowly  rising  upward  slopes 
Shich  follow  the  steep  ascent  of  creative 
hvelopment  in  the  slanted  "S"  of  busi- 
ness evolution.  Successful  firms  typically 
Mart  slowly,  as  they  make  their  initial 
jij  vestments  in  a  new  product,  then  en- 
V  j:jr  a  period  of  very  rapid  growth  as  mar- 
ja;ts  are  developed  and  productive  meth- 
liis  are  perfected.  Finally  they  reach  a 
Ijage  of  routinized  mass  production.  In 
jiy  economy,  only  a  relatively  small 
[limber  of  companies  ever  arrive  at  this 
li.ial  phase,  looming  over  a  national  or 
International  market.  These  firms  have 
i:und  ways  to  make  their  product  so 
jj  iciently   that  few   competitors  can 
-use.  Invariably  they  dominate  their 
?  :lds,  which  tend  to  be  old  markets  for 
iatively  routine  products.  Their  great 


efficiency  derives  from  many  years  of 
making  the  same  thing  and  incremental- 
ly improving  it  and  perfecting  the  means 
of  producing  and  selling  it. 

Many  such  companies  have  become 
highly  rigid  and  specialized,  and  in  static 
terms,  greatly  productive.  Many  of  them 
are  now  experiencing  a  new  lease  on  life 
in  the  international  realm.  But  from  the 
point  of  view  of  overall  economic  growth 
and  technological  innovation,  these  le- 
viathans are  of  little  importance  to  the 
economy.  To  treat  these  companies  as 
the  epitome  of  a  progressive  economy 
and  call  for  the  launching  of  more  of 
them,  is  like  urging  the  creation  of  a 
professoriat  full  of  best-selling  elder 
statesmen  like  John  Kenneth  Galbraith, 
rather  than  looking  for  hungry  young 
economists  of  the  sort  represented  by 
the  tall  young  author  of  the  little-noticed 
A  Theory  of  Price  Control  in  1952. 

Galbraith  is  also  misled  in  his  assump- 
tion that  the  largest  companies  are  in- 
creasing their  dominance  of  the  econo- 
my. Government  tax  policies  have  done 
their  best  to  deter  innovation  and  pro- 

The  new  developments  rarely 
emerge  from  leading  compa- 
nies in  an  industry.  A  break- 
through item  at  a  large  corpo- 
ration is  usually  launched 
commercially  by  smaller  busi- 
nesses, often  started  by  engi- 
neers and  managers  from  the 
parent  firm.  Just  as  Kodak 
failed  to  pioneer  the  instant 
camera,  and  the  slide-rule 
people  succumbed  to  the 
hand-held  calculator. 


mote  mergers,  creating  a  capital  blight  in 
which  smaller  companies  suffered  most 
throughout  the  1970s.  Nonetheless,  both 
the  top  50  and  the  top  200  largest  manu- 
facturers have  failed  to  expand  their 
share  of  nonfinancial  assets  or  manufac- 
turing shipments  since  1937. 

The  root  of  Galbraith's  peculiar  per- 
spective is  not  difficult  to  find.  Like 
most  of  the  prophets  of  a  transition  to 
socialism,  Galbraith  seeks  the  future  by 
peering  resolutely  at  the  obsolescent.  He 
ignores  the  evolution  of  the  microproces- 
sor and  semiconductor  industries.  He  ne- 
glects the  surge  in  informatics  and  tele- 
communications, the  rise  of  industrial 
robots,  the  myriad  new  energy  technol- 
ogies. He  pays  no  attention  to  the  revolu- 
tionary developments  in  microbiology, 
the  breakthroughs  in  the  production  of 
glass  products,  the  innovations  in  copy- 
ing, printing  and  photography.  Laser  sci- 
ence, nuclear  power,  diagnostic  devices 
or  antiviral  pharmacology.  None  figure  in 
his  schemes.  To  fathom  the  nature  of 
modern  technological  progress,  Gal- 
braith blandly  presents  to  our  view  as  an 


example  of  new  technology  the  launch- 
ing in  1974  of  "what  is  now  called,"  as  he 
says,  "a  new  automobile"!  The  futuristic 
thesis  of  The  New  Industrial  State  is  actual-  j 
ly  founded  on  Ford  Motor  Co.'s  nearly 
last  gasp  with  a  gas-guzzling  car,  the 
Mustang,  at  a  time  when  automotive  i 
markets  were  about  to  turn  swiftly  to- 
ward smaller  and  more  efficient  vehicles. 
Galbraith's  discussion  of  Ford's  laborious 
adjustments  in  its  plant  might  have  been 
interesting  as  an  essay  on  the  sclerosis  i 
and  stagnation  of  huge  corporations,  but 
for  all  the  Mustang's  sales  success  it 
hardly  foreshadows  the  future  of  the 
economy. 

In  these  firms  at  the  top  of  their  S 
curves  of  growth,  innovation  dwindles. 
Such  heavily  bureaucratized  companies 
seek  minor  new  adaptations,  packaging 
changes  and  manufacturing  efficiencies 
in  order  to  wring  the  last  gains  of  produc- 
tivity from  an  essentially  static  industry 
that  has  already  long  passed  its  phase  of 
"fast  history."  The  big  opportunity  for  a 
new  breakthrough  that  arose  in  1974  was 
not  the  Mustang,  but  the  possibility  of 
finding  new  ways  to  satisfy  environmen- 
tal standards.  But  the  American  compa- 
nies left  that  chance  to  be  taken  by  the 
Japanese  and  the  Europeans.  Instead  of 
meeting  the  new  requirements  by  devel- 
oping new  and  better  engines,  the  U.S. 
Big  Three,  under  the  shortsighted  prod- 
ding of  the  Environmental  Protection 
Agency,  adopted  the  catalytic  converter, 
which  reduces  some  pollutants  without 
requiring  any  significant  change  in  the 
engine  itself. 

It  may  be  that  this  decision  was  inevi- 
table. The  auto  companies  had  devoted 
themselves  for  so  long  to  running  the 
perfect  industrial  system  for  building  and 
marketing  a  specific  kind  of  automobile, 
based  on  internal  combustion,  that  they 
were  incapable  of  adapting  to  change.  At 
the  very  pinnacle  of  productivity,  they 
had  lost  all  room  to  maneuver. 

Burton  Klein's  brilliant  book  Dynamic 
Economics  maintains  that  new  develop- 
ments almost  never  emerge  from  the 
leading  companies  in  an  industry.  Even 
when  a  breakthrough  is  made  at  a  large 
corporation  (such  as  the  transistor,  in- 
vented at  Bell  Labs),  the  new  item  is 
usually  launched  commercially  by  small- 
er businesses,  often  started  by  break- 
away teams  of  engineers  and  managers 
from  the  parent  firm.  Just  as  none  of  the 
carriage  and  buggy-whip  makers  could 
create  a  salable  automobile,  and  the  gas- 
light and  candle  business  neglected  the 
promise  of  electricity,  just  as  new  com- 
panies arose  to  dominate  each  of  the  new 
phases  of  aircraft  and  air  engine  develop- 
ment, just  as  Kodak  failed  to  pioneer  the 
instant  camera,  and  the  slide  rule  people 
at  Keuffel  &  Esser  succumbed  without 
response  to  the  hand-held  calculator,  just 
as  IBM  lagged  behind  other  companies  in  j 
adopting  most  major  innovations  in 
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How  to  fine  tune  a 


high-speed  cash  flow  ^ 
network  with  195  moving 
parts  in  50  states. 

Ask  Chicago's  Bank. 


Get  maximum  performance  out  of  International  Telephone  and 
Telegraph  Corporation's  domestic  cash  flow  system.  Fine  tune  a  sophisti- 
cated mechanism  connected  to  195  locations  throughout  the  United  States. 

Do  it  without  short-circuiting  local  management 

That  was  the  challenge.  The  biggest  cash  management  consulting 
project  ever  attempted  by  a  bank  and  a  corporation. 

Of  all  the  proposals  submitted,  First  Chicago's  was  the  one  ITT  chose. 

Together  with  their  corporate  cash  managers,  we  developed  a  unique 
system  that  would  enable  ITT  to  harness  its  own  creative  talents.  Their 
Treasurer's  Department  would  solicit  the  ideas  of  people  at  the  operating 
level  for  speeding-up  the  cash  flow  of  individual  units.  And  these  ideas 
would  be  coordinated  with  overall  corporate  goals. 

To  initiate  the  program,  teams  of  First  Chicago  and  ITT  cash  manage- 
ment experts  took  to  the  road  for  six  months,  meeting  in  groups  and  one- 
on-one  with  local  cash  managers.  We  worked  with  them  on  the  technology 
of  cash  management  We  developed  special  materials  to  help  them  identify 
and  analyze  float  And  we  encouraged  them  to  seek  the  help  of  their  local 
banks  whenever  possible. 

The  first  stage  of  the  project  is  completed.  The  joint  task  force  from 
First  Chicago  and  ITT  is  now  evaluating  over  400  ideas  and  opportunities 
suggested  by  the  local  units.  And  the  net  effect  will  be  to  improve  cash 
management  techniques  on  a  scale  never  before  attempted  in  private 
industry. 

Combining  human  and  technological  resources  to  move  money  fester. 
If  s  one  of  more  than  100  ways  First  Chicago  has  helped  ITT  since  1934. 
To  find  out  how  we  can  help  you,  phone  Rand  Sparling,  Vice  President 
and  Group  Head,  (3 12)  732-6160. 

Whatever  your  business  interests,  from  electronics  to  aerospace  to 
natural  resources  and  more,  First  Chicago  can  help.  In  Chicago,  in  one  of 
our  nine  regional  offices  listed  below,  or  anywhere  else  in  the  world, 
ask  Chicago's  Bank. 


Chicago:  Rand  Sparling,  3 12/732-6160  •  Atlanta:  Norman  McClave  111,404/892-0966  •  Baltimore:  Robert  E.  Probasco,  301/547-8700 
Boston:  Robert  G.  Barrett,  617/247-4040  •  Cleveland:  Earle  C.  Peterson,  216/781-0900  •  Dallas:  James  A.  Edwards,  214/742-2151 
Houston:  Grant  R.  Essex,  713/658-1100  •  Los  Angeles:  Thomas  E.  Flowers,  213/628-0234  •  New  York:  Donald  Glickman,  212/751-3910 
San  Francisco:  William  R.  Lyman,415/788-4311 


The  First  National  Bank  of  Chicago 


CHICAGO 


(   1979  The  First  National  Bank  of  Chicago.  Member  F.D.I.C. 


America  has  an  almost  inexhaustible 
fuel  supply  at  its  fingertips. 


But  it's  still  out  of  reach. 


We  have  enough  coal  in 
this  country  to  last  for  several 
hundred  years.  But  its  mining 
and  use  are  hampered  by 
conflicting  government 
policies. 

The  potential  of  nuclear 
power  is  also  practically 
limitless— especially  with  the 
breeder  reactor,  which  pro- 
duces more  fuel  than  it 
consumes.  But  nuclear  power 
development  has  been  slowed 
to  a  standstill  by  lengthening 
delays  in  licensing  procedures. 


Together,  coal  and 
nuclear  power  can  reduce 
America's  dependence  on 
costly  and  diminishing 
supplies  of  oil  and  gas.  And 
they  can  also  play  a  major  role 
in  providing  the  energy  we 
need  to  keep  this  country 
going  long  enough  to  develop 
other  sources  of  energy  for  the 
next  century  and  beyond. 

Making  energy  that 
makes  sense  means  making 
the  most  of  what  we've  got. 
And  with  plentiful  coal  and 
nuclear  energy  right  at  our 


fingertips,  it's  America's 
responsibility  to  use  them. 
At  Middle  South  we'll  do 
just  that. 

MIDDLE 
SOUTH  nil 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc 


MAKING  ENERGY  THAT  MAKES  SENSE 


business  machines,  from  copiers  to  word 
processors,  and  as  even  Texas  Instru- 
ments finally  became  relatively  rigid  and 
uncreative  in  the  microprocessor  field, 
Ford  and  General  Motors,  whatever  their 
marketing  ability,  could  not  be  expected 
to  jeopardize  their  established  plant  and 
equipment  by  radical  changes  in  technol- 
Dgy  until  other  companies  had  proved 
them  out. 

Klein  shows  that  this  pattern  of  leader- 
ship lag  applied,  in  varying  degrees,  to  all 
50  of  the  key  20th-century  break- 
troughs  he  studied.  The  very  process  of 
•ationalization  and  bureaucracy  by 
.vhich  a  company  becomes  the  most  pro- 
luctive  in  an  industry  tends  to  render  it 
ess  flexible  and  inventive.  An  exclusive 
preoccupation  with  statistical  productiv- 
ty — simple  coefficients  between  inputs 
ind  output — can  lead  to  a  rigid  and,  in 
he  long  run,  unproductive  economy. 
I  Nearly  all  of  what  Galbraith  says  about 
he  nature  of  modern  technology  con- 
ilicts  with  our  recent  experience  of  it. 
iVhile  the  professor  chatted  with  "Bob" 
vlcNamara  and  Walter  Murphy  about  do- 
ngs  at  Ford  and  GM,  imagining  himself 
o  be  right  at  the  futuristic  center  of 


'he  microprocessor  shares  an 
•xplosive  logic  with  certain 
rucia.l  technologies  of  the 
tost:  those  transforming  in- 
dentions—the  printing  press, 
he  steam  engine,  the  electric 
lenerator,  the  railroad,  the 
uio  mobile,  the  telephone- 
hat  transfigure  an  economy. 


bangs  in  the  "new  industrial  state,"  a 
eal  industrial  revolution  in  fact  was 
lassively  erupting  behind  his  back.  It 
appened  in  hundreds  of  smaller  compa- 
[  ies,  led  by  men  whom  he  had  never  met 
ir  heard  of,  and  some  of  whom,  stepping 
rom  university  laboratories  and  scientif- 
libraries  into  the  vanguard  of  modern 
jidustry,  had  probably  never  even  heard 
if  him.  These  were  the  "boffins,"  the 
I allow  geniuses  of  the  semiconductor 
lid  the  microprocessor  revolution,  tuni- 
ng the  world's  most  common  matter, 
jie  substance  of  sand,  into  an  incompa- 
ible  resource  of  mind:  a  silicon  chip  the 
ze  of  a  fly,  with  computing  powers 
iiousands  of  times  greater  than  a  million 
iionks  adding  and  subtracting  for  mil- 
nia,  an  infinitesimal  marvel  that  ex- 
:nds  the  reach  of  the  human  brain  in- 
omparably  further  than  oil,  steel  and 
tachines,  had  multiplied  his  muscle  in 
lie  industrial  age. 

;  There  is  no  way  to  fathom  the  full 
itential  of  this  technology,  now  in  its 

iromethean  infancy.  In  conjunction 
ith  other  advances  it  is  already  trans- 
rming  the  world  of  work  and  forging  at 
st  the  long-predicted  age  of  computers, 


Robertshaw's 
digital  "brain" 
helps  to  harvest 
solar  heat 
savings  for 
New  York 
Botanical  Garden's  Cary  Arboretum. 

The  Cary  Arboretum's  solar  heated  Plant  Science  Building  is  sunk  two- 
thirds  underground  for  earth  insulation.  This  research  and  education 
center,  located  in  Millbrook,  NY  is  totally  designed  to  conserve  natural 
resources.  Foot-thick  walls  support  a  sawtooth  roof  with  solar  collector 
panels  that  supply  85%  of  the  BTU's  needed  year-round.  A  Robertshaw 
computer-controlled  system  selects  the  best  use  of  solar  and  other  heat- 
ing/cooling with  a  priority  on  cutting  energy  consumption. 

Robertshaw's  DMS  2400  digital  control  system  automatically  saves 
energy  usage  while  supervising  life  safety,  security  and  many  other  func- 
tions for  all  kinds  of  buildings.  For 
details,  write  to  Robertshaw  Con- 
trols Company,  Dept.  CSF  PO.  Box 
26544,  Richmond,  VA  23261.  Or 
call  804/281-0700.  Exports:  Call 
Robertshaw  International  Opera- 
tions, 804/285-4161. 


!  Hie  Energy  Control  Company® 


\^^^6  REASONS  TO 
^  FROM  DEAK-PERERA. 


We  offer  Krugerrands  at  highly 
competitive  prices.  We  don't  add 
additional  commissions  or  fees,  just 
sales  taxes  and  shipping.  The  price  we 
quote  is  the  price  you  pay. 


There  is  no  minimum  purchase 
requirement.  (Many  firms 
require  a  minimum  purchase  of  20.) 


^  Deak-Perera  does  not  believe  in 
unwanted  sales  pressure. 
Unlike  some  firms,  we  won't  pester 
you  with  phone  calls. 

J 

You  can  rely  on  our  experience 
and  financial  integrity.  Hundreds 
of  banks  do.  Why?  Because  we're 
the  largest  and  most  experienced  gold 
retailer  in  the  United  States. 

Call  Deak-Perera,  toll-free,  for  a 
quotation  or  to  place  an  order. 

Call  toll-free  800-424-1186. 

In  Washington,  DC,  call  872-1233. 
Or  fill  out  coupon  below. 

THE  INTERNATIONAL  FINANCIAL  SERVICE 
THAT  BANKS  BANK  ON. 
1800  K  Street  NW,  Washington,  D.C.  20006 
Sirs:  Send  me  information  on  the  Krugerrand  and  your  services  to  investors  interested  in  gold. 
NAME  .  

STREET  

CITY  STATE  ZIP  


It's  easy  to  buy  from  us.  You 
can  buy  at  our  offices  or  by 
phone  or  mail. 

_  We  can  store  your  gold  for  a 
small  fee,  thus  affording  you 
sales  tax  savings. 

ma*  I        S=»k  SINCE  1928 

Deak-Perera 


Other  offices  in  New  York,  Los  Angeles,  San  Francisco,  Dallas/Ft.  Worth,  Chicago, 
Honolulu,  Toronto,  Montreal,  Vancouver  and  other  major  cities  worldwide. 
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t  as  the  breakthroughs  in  heavy  me- 
mics  inaugurated  the  industrial  age.  It 
tossible  to  disparage  this  development 
!  to  deride  its  enthusiasts,  to  point  to 
inevitable  problems  and  to  fantasize 
merical  threats  of  "dehumanizing" 
chines  and  Frankensteinian  robots. 
:  this  technology,  coolly  considered, 
rs  no  such  menace  at  all,  while  it 
:rs,  to  nations  that  pursue  its  promise, 
is  quite  incalculable,  even  by  the  ma- 
nes themselves. 

"he  microprocessor  shares  an  explo- 
;  logic  with  certain  crucial  technol- 
es  of  the  past:  those  transforming  in- 
itions — the  printing  press,  the  clipper 
p,  the  steam  engine,  the  electric  gen- 
tor,  the  railroad,  the  automobile,  the 
;phone — that  transfigure  an  economy 
[  extend  the  dimensions  of  the  world, 
e  these  key  technologies,  the  micro- 
cessor  does  not  operate  within  the 
fines  of  the  existing  industrial  struc- 
z,  but  makes  possible  a  new  one.  Un- 
:  nuclear  energy  or  jet  propulsion  or 
jatably)  television,  for  example,  the 
p  does  not  simply  improve  an  existing 
ability  or  create  a  self-limiting  indus- 

It  creates  radical  new  capabilities 
licable  in  all  industries,  including  its 
i,  making  possible  a  vast  diffusion  of 
lied  knowledge  and  technical  logic.  It 
cts  a  simultaneous  animation  and 
liaturization  of  machines,  making 
m  more  portable,  flexible,  adaptable, 
/erful,  systematic,  self-adjusting,  de- 
dable,  labor-saving  and  energy-effi- 
lt,  multiplying  and  redistributing  the 
ans  of  production,  possibly  reducing 
need  to  travel  and  restoring  the  home 
ts  role  as  castle  and  industrial  center. 
;mall  is  beautiful,  that  mandate  is 
illed  not  chiefly  in  windmills  and 
ir  cells,  but  in  California's  vale  of 
istic  new  factories  across  the  bay 
n  San  Francisco:  Santa  Clara's  Sili- 

Valley,  where  worlds  indeed  unfold 
;rains  of  sand. 

oiyone  who  predicts  the  technologi- 
future  is  soon  sure  to  seem  foolish.  It 
mgs  from  human  creativity  and  thus 
sists  inevitably  of  surprise.  One  can 
y  point  to  the  manifest  powers  and 
entialities  of  a  new  development.  Its 
lications  will  transpire  in  a  complex 
;rplay  with  other  new  or  now  undis- 
ered  technologies  in  ways  that  re- 
in unfathomable.  Perhaps  the  best 
son  for  confidence  in  the  future  of  the 
coprocessor  is  that  it  is,  in  a  sense,  a 
eeder  reactor,"  creating  its  own  fuel 
:nowledge.  It  is  not  only  a  product  but 
)  a  producer  of  science — not  only  a 
alt  of  technical  progress,  with  multi- 
ous  industrial  and  commercial  uses, 
also  a  uniquely  fertile  source  of  fur- 
r  progress  in  every  field,  from  astro- 
rsics  to  medicine,  if  not  perhaps  in 
nomics. 

'his  fabulous  breakthrough  is  of  little 
cest  to  Galbraith  and  other  American 


liberals,  however,  except  as  an  occasion 
for  dolorous  and  surely  false  reflections 
on  the  computer's  threat  to  individuality 
or  for  equally  unfounded  alarms  about 
automation  as  a  cause  of  unemployment. 
Needless  to  say,  material  gains  do  not 
assure  moral,  spiritual  or  aesthetic  val- 
ues, or  otherwise  relieve  the  deeper  pre- 
dicament of  man.  But  if  one  is  to  traffic 
as  an  expert  on  technology  and  the  econ- 
omy, one  must  come  to  terms  with  the 
silicon  chip. 

Washington  bureaucrats — well  primed 
by  reading  Galbraith  and  the  rest  of  the 
ostrich  school  of  liberal  economics,  all 
panicked  by  good  news — look  on  IBM 
both  as  a  dangerous  monopoly  and  as  the 
epitome  of  innovative  technological  en- 
terprise. IBM  is  indeed  the  world's  most 
resourceful  and  creative  big  company. 
But  it  largely  missed  out  on  the  most 
important  development  in  its  field,  fum- 
bled in  its  copier  confrontation  with 
Xerox,  Kodak,  Savin  and  others,  and 
faces  a  continuing  siege  of  trenchant 
competition,  from  firms  as  small  as  Cray 
Research,  which  dominates  the  field  of 
high-potency  scientific  computers,  as 
large  as  Exxon,  which  has  entered  the 


There  is  substantial  evidence, 
moreover,  that  the  computer 
industry  is  not  a  special  case, 
an  exception  to  the  essential 
Galbraithian  rule.  On  the 
heels  of  the  microprocessor 
industry  are  coming  two  other 
new  technologies,  in  lasers 
and  microbiology. 


fray  in  business  machines  through  its 
subsidiary,  Vydec,  and  as  dynamic  as 
Wang  Labs  and  Digital  Equipment, 
which  already  lead  IBM  in  several  areas 
of  office  apparatus  and  are  advancing 
into  others  from  their  headquarters  near 
Boston's  Route  128.  At  the  same  time, 
IBM's  old-line  rivals  in  selling  large 
mainframes — Control  Data,  Burroughs, 
NCR,  Sperry  Rand  and  Honeywell — 
show  few  signs  of  fading  away,  and  they 
have  been  joined  by  new  ventures,  how- 
ever embattled,  like  Amdahl. 

All  this  is  not  to  say  that  companies 
like  IBM  do  not  play  an  absolutely  vital 
role  in  both  the  national  and  world 
economies.  Large  corporations  both  con- 
solidate and  rationalize  the  gains  of  oth- 
ers and  act  to  countervail,  so  Galbraith 
himself  showed  long  ago,  the  powers  of 
other  large  firms,  and  even  of  the  govern- 
ment itself.  As  Forbes  magazine  has  ob- 
served, "[M]ore  than  the  Anti-Trust  Di- 
vision of  the  Justice  Department,  it  is 
IBM  that  breaks  up  existing  monopo- 
lies." Not  only  did  it  challenge  the  domi- 
nance of  Xerox  in  the  copying  business 
and  compete  resourcefully  against  a  se- 
ries  of  state  monopolies   in  nations 


around  the  world,  but  IBM  has  moved 
rapidly  into  the  field  of  satellite  net 
works  and  is  now  embroiled  in  a  fierce 
rivalry  with  American  Tel  and  Tel  in  the 
realm  of  long-distance  communications. 

A  danger  is  that  the  great  publicity 
which  always  attends  a  battle  of  the  ti- 
tans will  lead  a  new  generation  to  accepl 
the  Galbraithian  illusion  that  huge  cor 
porations  form  the  cutting  edge  of  most 
new  technologies.  Communications  sat- 
ellites aside,  there  is  no  evidence  thai 
technological  development  has  funda 
mentally  changed  to  favor  large  firms 
(Large  firms  were  needed  in  certain  ap- 
plications of  old  technology,  too,  particu- 
larly in  transport,  trade  and  communica- 
tions.) Indeed,  the  semiconductor  and 
microprocessor  development  may  have 
exceeded  previous  breakthroughs  in  the 
number  of  small  companies  that  contrib- 
uted to  it  and  the  intensity  of  competi- 
tion that  continues  among  them. 

Barry  Commoner,  who  cannot  imag- 
ine anything  good  without  the  hand  ol 
government,  has  theorized  that  this  in- 
dustry was  made  possible  in  1962  by 
large  government  purchases  of  integrated 
circuits  (advanced  transistors).  But  by 
1962  there  were  already  scores  of  compa- 
nies making  semiconductor  products 
and  hundreds  of  patents  had  been 
awarded.  Even  America's  space  program 
failed  to  invent  any  new  technology;  its 
achievements  were  almost  entirely 
based  on  the  state  of  the  art  ten  years 
before.  Government  laboratories  have 
for  many  years  been  the  most  sterile 
part  of  the  American  scientific  estab- 
lishment, often  more  obstructive  than 
creative  of  new  technology. 

There  is  substantial  evidence,  more- 
over, that  the  computer  industry  is  not  a 
special  case,  an  exception  to  the  essen- 
tial Galbraithian  rule.  On  the  heels  of  the 
microprocessor  industry  are  coming  twe 
other  new  technologies,  in  lasers  and  mi- 
crobiology. Both  of  them  offer  great  but 
still  largely  undecipherable  potentiali- 
ties. The  microbiologists  are  creating 
new  organisms  that  may  produce  insulin 
and  hormones,  clean  up  oil  spills,  manu- 
facture alcohol  or  other  energy  products, 
among  many  other  possibilities.  Lasers 
are  already  useful  in  many  ways,  from 
newfangled  "light  shows"  to  construc- 
tion measurement  and,  conceivably,  fu^ 
sion  energy.  Both  new  technologies  arei 
still  chiefly  in  the  hands  of  scores  o| 
young  scientists  and  entrepreneurs,  pio- 
neering in  the  classic  way  of  capitalism, 
as  Schumpeter  celebrated  it  in  his  earliei 
works  and  even  nostalgically  described  it 
in  retrospective  pages  of  Capitalism,  So- 
cialism and  Democracy.  For  all  the  signifi- 
cant contributions  of  Professor  Gali 
braith,  his  socialist  prophecies  are  being 
steadily  confounded  by  the  resilient  cre- 
ativity of  the  system  he  so  profitably 
studies  and  describes,  but  somehow  can- 
not ever  quite  comprehend.  ■ 
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The  financial  and  environmental  terrain 
of  the  early  1980's  will  be  rocky  with  fallout 
from  the  decade  just  past.  As  they  begin  to 
travel  this  rough  route,  many  business 
and  government  leaders  will  be  changing 
strategically  from  high-powered  growth  to 
cost  containment  and  resource  conser- 
vation. Their  investment  priorities  have  al- 
ready started  to  tilt  away  from  expansion 
and  diversification  toward  raising  the  pro- 
ductivity of  their  existing  human,  capital 
and  natural  resources. 


In  the  battle  to  survive  an  environment 
which  has  become  physically  resource- 
constrained,  executives  will  increasingly 
perceive  information  to  be  the  strategic 
weapon  that  they  will  be  able  to  wield  to 
best  advantage.  Further,  it  is  electronics 
that  will  dominate  the  scene  through  an 
array  of  emerging  information  systems 
which  will  not  only  organize,  screen  and 
deliver  data,  but  also  process,  analyze 
and  store  it  for  subsequent  use  in  ways 
that  will  both  improve  the  quality  of  deci- 


sion-making and  raise  the  productivity  of 
those  involved  in  the  process. 

This  special  supplement  has  been  de- 
signed to  explain  in  a  useful,  non-technical 
way  how  startling  technological  develop- 
ments in  data  processing  and  office  com- 
munications equipment  have  begun  to 
fuel  the  implementation  of  new  business 
strategies  which  are  geared  toward  pro- 
ductivity. The  content  is  divided  into  five 
sections: 


I. 

BUSINESS  STRATEGIES  AND  INFORMATION 

How  9  vital  business  strategies  of  the  early  1980's  are  already  spawning  a 
new  generation  of  business  information  requirements. 


II. 

STRATEGIC  MANAGEMENT  TECHNIQUES 
AND  PRODUCTIVITY 

The  links  between  these  strategies,  the  management  techniques  they  man- 
date, and  the  need  for  improvement  in  the  productivity  of  managers  and 
other  professionals. 

III. 

ELECTRONIC-BASED  SOLUTIONS 

New  electronic-based  computer  and  office  equipment  solutions  to  informa- 
tion and  productivity  problems  are  emerging  at  an  accelerating  pace,  and  the 
more  powerful  and  potentially  pervasive  of  these  are  outlined  conceptually. 

IV. 

IMPLEMENTATION  CONSIDERATION 


The  path  to  better  decision-making  and  higher  productivity  will  be  difficult,  so 
it  is  necessary  to  have  a  practical  guide  to  assist  private  and  public  businesses 
of  all  sizes  to  implement  the  appropriate  mix  of  electronic-based  solutions. 


V. 

IMPACT  AND  BENEFITS 


An  assessment  of  both  the  hard  and  soft  benefits  that  will  accrue  to  these 
firms  which  can  successfully  bring  the  power  of  information  technology  to 
bear  on  their  strategic  management  processes. 


Move  Into 
The  Future  With 

A  Machine 


That's  Already  There 


OLIVETTI'S  FULL  LINE  OF 
ELECTRONIC  WRITING  MACHINES. 

All  our  machines  are  engineered  to  be . 
ahead  of  their  time. 

Like  our  new  ET  221  electronic 
typewriter,  with  daisy 
printer.  It  has  everything 
you'd  expect  in  a  fine 
ewriter,  plus  something 
ou  probably  thought  this 
type  of  machine  was 
years  away  from  having. 
Memory  and  display. 

Our  TES  401  word  pro- 
cessor is  the  only  machine 
that  delivers  word  processing 
right  to  your  secretary's  desk. 
Along  with  minidiskettes  that  store  up  to  7,500  char- 
acters, so  you  can  store  letter  drafts  and  have  them 
typed  up  again  automatically  after  correction. 

Even  the  TES  501 ,  a  word  processor  that  already 
has  just  about  everything  you  could  possibly  want, 
offers  something  many  of  our  competitors  haven't 
dreamed  of  offering.  Value.  The  501  has  information 
retrieval  capabilities  you're  just  not  supposed  to  find 
on  a  machine  that's  as  inexpensive  as  this  one. 

With  the  introduction  of  the  extraordinary 
TES  701 ,  a  word  processor  that  has  a  remarkable 


video  display  for  heavy  text 
editing,  Olivetti  becomes  the 
only  electronic  machine  manu- 
facturer in  the  world  to  offer 
a  full  line  of  machines. 
Needless  to  say,  all  Olivetti  Electronic 
Writing  Machines  are  quiet,  comfortable  to  operate 
and  classically  designed  so  they'll  be  as  attractive  to- 
morrow as  they  are  today. 

For  a  free  demonstration  or  more  information  on 
sales  and  service  throughout  the  United  States,  write 
Olivetti  Corporation,  500  Park  Avenue,  New  York, 
New  York  10022,  or  call  toll  free  800-526-3887. 
And  move  into  the  future  with  Olivetti. 
After  all,  it's  always  nice  to  travel  with  someone 
that  know  s  the  \va\ .  Oll%0i5S^! 


I. 

BUSINESS  STRATEGIES 
AND  INFORMATION  NEEDS 

The  decade  immediately  ahead  seems 
hostile  to  the  profitable  growth  of  most  in- 
dustries. A  Booz,  Allen  study  of  world  eco- 
nomic change  led  by  William  Simon, 
former  Secretary  of  the  Treasury,  and 
sponsored  by  more  than  30  major  multi- 
nationals, recently  forecasted  a  some- 
what gloomy  period  of  recurring  double- 
digit  inflation  and  interest  rates. 

Guaranteed  employment  and  lifetime 
benefit  policies  will  increasingly  render 
white-  and  blue-collar  costs  more  fixed  and 
less  flexible  to  either  upside  or  downside 
business  swings.  Much  of  heavy  industry 
will  have  to  divert  growth  monies  to  the 
replacement  of  rapidly  aging  plants.  Nor 
will  retailers,  financial  organizations,  and 
hospitals  be  immune  from  a  parallel 
obsolescence  of  their  store,  distribution, 
and  customer  service  facilities.  Those  ex- 
pansion plans  that  survive  the  threat  of  in- 
ternational instabilities  and  mounting  for- 
eign competition  may  be  constrained  by 
shortages  of  natural  or  human  resources. 

Government  antitrusters  seem  bent  on 
further  narrowing  the  boundaries  of  ac- 
ceptable growth-by-acquisition  practices. 
And  lastly,  social  pressure  will  continue  to 
intensify  and  siphon  off  potentially  growth- 
investable  funds  to  meet  compliance 
regulations  and  to  satisfy  even  more  out- 
spoken consumers. 

With  traditional  avenues  of  growth 
blocked,  businesses  are  beginning  to 
change  their  philosophies — albeit 
gradually — from  "bigger  is  better"  to 
"let's  get  more  out  of  what  we've  got."  To 
be  successful,  this  new  mind-set  must  be 
constantly  fed  by  squeezing  more  usable 
information  out  of  the  external  environ- 
ment, internal  activities  and  resources. 

A  few  businesses  have  begun  to  seize 
the  strategic  advantage  that  rewards 
those  who  apply  information  systems  ag- 
gressively. Let's  take  a  look  at  nine  com- 
mon productivity-oriented  strategies  and 
how  their  success  is  becoming  increas- 


ingly dependent  on  better  automated 
information  systems. 

1 .  Shorter,  more  successful  develop- 
ment cycles — Efforts  to  bring  new 
products  and  services  to  market 
sooner  are  being  tightly  coordinated 
with  the  support  of  timely  and  com- 
prehensive project  management  in- 
formation systems  that  can  track  the 
multidisciplinary  tasks  involved.  The 
individual  contributions  of  scientists, 
engineers,  and  other  developers  are 
being  speeded  up  and  enhanced  by 
desktop  access  to  computer  and 
microfilm  data  bases  of  published  re- 
search and  patent  information  and 
by  direct  interaction  with  computers 
for  mathematical  analysis  and 
graphic  design.  Even  newer  auto- 
mated systems  are  capturing  and 
communicating  the  fruits  of  their  pro- 
fessional labors  downstream  to 
those  responsible  for  later  stages  of 
development  and  production 
through  graphics,  word  documenta- 
tion, storage  and  communications. 

2.  Better  return  on  new  products — The 
traditional  use  of  internal  informa- 
tion to  control  production  costs 
doesn't  go  far  enough  for  most  busi- 
nesses. To  get  a  constantly  higher 
yield,  product  managers  are  finding 
that  they  also  need  more  accurate 
and  timely  external  information 
about  customers,  competitors,  eco- 
nomic conditions  and  the  regulatory 
climate.  In  addition,  more  automat- 
ed systems  that  feed  back  product 
and  service  performance  from  the 
field  are  shrinking  maintenance 
costs  and  spurring  previously  ig- 
nored opportunities  to  prolong  the 
market  cycle  by  making  modest  mid- 
life product/service  modifications. 

3.  Higher  fixed  asset  utilization — The 
mounting  investment  hurdle  rates 
for  many  new  fixed  asset  invest- 
ments are  forcing  their  advocates  to 
design  an  information  system  that 
can  better  tune  the  level  and  mix  of 
capacity  to  forecast  requirements. 


More  sensitive  systems  are  begin- 
ning to  provide  dynamic  reschedul- 
ing of  staffing  and  machines  in 
response  to  unplanned  materials 
delays,  equipment  breakdowns, 
customer  order  changes  and  even 
(in  the  transportation,  agricultural, 
and  distribution  industries)  weather 
problems.  "Intelligent"  industrial 
robots  are  emerging  as  the  ultimate 
closed  feedback  information  system 
in  terms  of  instantaneous  respon- 
siveness and  24-hour  turnaround. 

4.  Reduced  inventory  investment — 
Paring  safety  stocks  hinges  on  the 
accuracy  of  forecast  models  which 
translate  market  demand  informa- 
tion into  production  requirements. 
Raw  material  inventories  can  be 
reduced  by  providing  purchasing 
agents  with  access  to  external  data 
bases  that  help  locate  and  assess 
suppliers  offering  the  fastest 
delivery  at  acceptable  price  and  per- 
formance levels.  Informed  planning 
is  being  followed  up  by  sharp  tactical 
use  of  production  control  and  dis- 
tribution information  systems  to  cy- 
cle raw  inventory,  work-in-process, 
and  goods-in-transit  as  rapidly  as 
physically  possible. 

5.  Maximum  revenues  from  existing 
customer  base — The  trick  is  to  do 
this  profitably  by  controlling  incre- 
mental  sales  and  service  expenses. 
This  takes  two  sets  of  information 
systems.  One  set  helps  salespeople 
target  the  most  profitable  customers 
and  products  before  direct  selling 
takes  place.  The  second  set  mini- 
mizes subsequent  postcontact 
analysis,  paperwork,  and  order  entry 
time  by  giving  the  same  salespeople 
direct  communications  access  to 
work-up  models  and  order  fulfillment 
data  bases.  Often,  the  same  family 
of  telecommunication  systems 
enables  more  personalized  and 
responsive  post-order  customer  in- 
quiry services  as  well. 

6.  Less  expensive  marketing  channels 


it  pays  to  invite 
a  Greyhound  to  your  boardroom. 


The  next  time  your  Board  agenda 
addresses  the  Data  Processing 
Budget,  we  have  a  suggestion  .  Arrange 
to  present  the  Board  with  a  com- 
puter lease  proposal  from  Greyhound 
as  a  more  attractive  alternative 
to  acquiring  equipment  from  the 
manufacturer. 

Since  1962,  thousands  of  com- 
panies all  over  the  world  have  leased 
from  Greyhound.  With  good  reason. 
As  a  pioneer  in  this  business,  we 
helped  chart  the  ways  leasing  can 
work  to  your  company's  advantage. 


With  Greyhound,  you  have  the 
assurance  that  this  Fortune  500  com- 
pany is  backing  your  lease.  Our 
experience  enables  usto  provide  pro- 
fessional guidance  in  every  aspect 
of  computer  financing  and  computer 
care,  including  engineers  who 
provide  installation  and 
maintenance  service 

Our  goal  is  to 
provide  your 
company  with  the 
best  value  for  its 
computer  dollars. 


Greyhound 
Computer  Corporation 


If  you're  considering  acquiring  oi 
changing  computer  equipment,  ge 
the  facts  on  Greyhound.  We'll  shov\ 
you  all  the  ways  a  Greyhound  choice 
can  be  the  best  one.  Write  us  anc 
we'll  send  you  more  infoi 
mation  Or  call  us  tol 
free  toda* 
800-528-6112 


Greyhound  Towe 
Phoenix,  Az.  8507' 


— Going  even  further,  certain  in- 
dustries are  beginning  to  eliminate 
the  need  for  less  skilled  sales  and 
service  people  and  expensive  sales 
office  space  by  providing  customers 
with  direct  links  to  their  computers. 
In  the  1980's  consumers  will 
increasingly  be  encouraged  to  shop, 
pay  bills,  and  even  arrange  routine 
loans  without  dealing  with  a  sales- 
person or,  in  some  cases,  without 
leaving  home.  For  industrial  market- 
ing purposes,  at  least  two  dozen 
interorganizational  networks  are 
now  in  place  or  are  being  developed 
to  tie  together  buyer  and  seller  termi- 
nals and  computers  with  the  multiple 
goals  of  eliminating  paper  handling, 
speeding  order  placement  and 
steering  buyers  to  certain  suppliers. 

7.  Less  expensive  physical  distribution 
systems — New  information  net- 
works are  facilitating  financial  trade- 
offs in  inventory  deployment.  The 
selection  of  transportation  systems 
often  relies  on  computerized  plan- 
ning models  which  manipulate  enor- 
mous rate  and  routing  data  bases. 
Fleet  utilization  is  being  optimized  by 
some  carriers  through  geo-coded 
computer-assisted  dispatching 
systems.  Once  delivered,  field  instal- 
lation and  maintenance  is  being 
speeded  by  local  and  remote 
computer-driven  automatic  diag- 
nostic systems.  And,  going  to  the  ex- 
treme, some  physical  forms  of  distri- 
bution are  going  all  electronic  for 
such  services  as  cable-TV  program 
distribution  (by  satellite),  cash 
dispensing  (using  automated  teller 
machines),  and  certain  specialized 
publications. 

8.  Tighter  cash  management—  Mon- 
ey"itself  is  an  information  instru- 
ment and  the  key  to  cash  manage- 
ment is  knowing  where  money  is, 
what  it  is  doing  now,  and  what  to  do 
with  it  next.  More  sophisticated  fi- 
nancial officers  are  turning  to  com- 
puterized models  of  forecasted  bus- 
iness activity  to  plan  pricing  levels 


and  cash  requirements.  New  com- 
munication networks  allow  them  to 
trade  currencies  and  transfer  funds 
in  response  to  real-time  information 
about  exchange  rate  and  other 
market  fluctuations  and  the  flow  of 
receipts.  Computerized  systems 
connecting  banks  and  their  custo- 
mers are  minimizing  float  and  con- 
trolling the  pace  of  disbursements. 
9.  More  efficient  compliance — Compli- 
ance means  knowing  what  stand- 
ards are  to  be  met,  assembling  infor- 
mation which  assures  that  these 
standards  are  being  met,  and  sup- 
plying that  information  to  regulators 
in  formats  they  specify.  This  has 
become  a  monumental  task  for  most 
businesses  as  government  regula- 
tions pervade  nearly  every  activity. 
To  meet  this  challenge,  new  types  of 
automated  data  collection  devices 
are  being  used  to  track  physical 
movements  of  people  and  goods. 
Computer-controlled  test  equip- 
ment measures  and  records  pro- 
duct quality,  and  other  types  of  com- 
puter systems  are  monitoring  and 
conserving  energy  use. 

This  and  other  collected  informa- 
tion feeds  computer  and  microfilm 
data  bases  with  the  capability  of 
storing  decades  if  internal  history  in- 
expensively. When  compliance  is 
challenged,  lawyers  are  turning  to 
established  historical  data  bases  for 
legal  precedents  and  internal 
records.  Lawyers  also  are  beginning 
to  rely  on  other  more  dynamic  retrie- 
val systems  for  access  to  case-by- 
case  discovery  materials,  deposi- 
tion transcripts,  and  other  relevant 
documentation. 
These  nine  strategies  by  no  means  ex- 
haust the  resourcefulness  of  executives 
in  developing  strategies  for  the  eighties. 
But  the  success  of  almost  any  strategy 
will  be  increasingly  influenced  by  how  well 
computer  and  office  equipment  systems 
are  deployed  to  help  executives  and  their 
subordinates  to  manage  the  strategies 
they  implement. 


II. 

STRATEGIC  MANAGEMENT 
TECHNIQUES  AND 
PRODUCTIVITY 

Current  statistics  strongly  suggest  that 
there  is  ample  room  for  productivity  im- 
provement, especially  among  the  mana- 
gerial and  other  professional  white-collar 
ranks.  In  1979.  U.S.  businesses  will  spend 
a  staggering  $465  billion  to  compensate 
their  managerial  and  other  professional 
people  upon  whom  the  burden  of  respon- 
sibility for  strategic  management  rests. 
(Exhibit  1.)  This  is  more  than  triple  what 
they  spend  on  clerical  workers.  Yet,  $50 
billion  spent  each  year  to  support  most 
computer,  office  equipment,  communica- 
tions, and  other  purchased  information 
resources  is  currently  focused  on  the 
much  less  costly,  and  clearly  less  pivotal, 
clerical  white-collar  segment. 

By  contrast,  less  than  $30  billion  of  pur- 
chased information  resources  is  being  ap- 
plied to  support  managers  and  other  pro- 
fessionals. As  a  result,  the  cost  of  intern- 
ally supplied  support  people  in  the  form  of 
secretaries,  typists,  file  and  mail  clerks  is 
mushrooming  while  managerial  and  pro- 
fessional productivity  stagnates. 

Let's  see  why  over  70%  of  a  typical 
manager's  time  is  spent  in  seeking  or 
communicating  information. 


Average 
Hours/Day 

•  Meetings  (Scheduled 

And  Unscheduled)  3.0-4.0 

•  Generating/Receiving 
Documented  Information  2.0-3.0 

•  Telephone  Calls  0.5-1.0 

Total  Communications 

Time  5.5-80 

Available  For  Analysis  2.5-0.0 

Aggravating  the  problem  is  that  most  of 
the  limited  time  remaining  for  analysis  and 
contemplation  is  often  fragmented  and  sus 
ceptible  to  interruption 


The  Lanier  No  Problem  typewriter. 
It  does  more  than  just  type. 


Want  to  get  your  typing 
back  fast?  NO  PROBLEM 

Want  a  typewriter  that  can  add 
and  subtract  columns  of  numbers? 
NO  PROBLEM 

Want  to  organize  your 

office  records?  NO  PROBLEM 

The  Lanier  No  Problem  is  a  multi-use 
electronic  typewriter  with  extraordinary 
powers. 

The  No  Problem  concept 

The  No  Problem  typewriter  speeds  up 
your  everyday  typing  like  no  ordinary 
typewriter  can. 

It  eliminates  typing  rough  drafts  on 
paper.  Your  secretary  prepares  pages  on 
a  TV-like  screen  instead. 

Changes  and  corrections  are  made 
right  on  the  screen.  So  no  whiteouts. 
No  retyping.  No  false  starts. 

Up  to  40  pages  can  be  stored  on  a 
single  memory  disc.  And  letter-quality 
printing  is  done  at  up  to  540  words 
per  minute. 

Many  typewriters  in  one 

The  No  Problem  typewriter  can  per- 
form additional  tasks  —  simply  by  insert- 
ing different  Lanier  Smart  Discs!" 


Want  to  add  and  subtract  columns  of 
numbers?  Insert  the  Financial  Smart 
Disc. 

Other  Smart  Discs  enable  your  No 
Problem  to  sort  long  lists,  prepare  per- 
sonalized standard  documents,  and  even 
keep  track  of  your  firms  timekeeping. 


Lanier's  unique 
Smart  Discs 
use  the  same 
medium  as  the 
storage  discs. 


One  typewriter  or  a  shared  system 

The  No  Problem  Shared  System  offers 
you  even  greater  typing  capabilities. 

The  heart  of  the  system  is  a  central 
memory  unit.  It  can  store  up  to 
30,000 pages. 

You  can  start  with  one  or  two  type- 
writers connected  to  the  central  memory 
unit,  and  add  typewriters  and  printers  as 
your  needs  increase. 

No  Problem  Shared  System  printing 
approaches  that  of  a  typesetter  in 
appearance. 


And  an  attractive  economic  factor 
results  from  sharing  printers  and 
other  equipment. 


No  Problem  Shared  System 


Central 
Memory  Unit 


Typewriters 


Printer 


The  No  Problem  demonstration 

Send  us  the  coupon  below  and  we'll 
call  immediately  to  set  up  an  appointment. 

Or  call  toll  free  (g00)  241-1706. 

Except  in  Alaska  or  Hawaii.  In  Georgia, 
call  collect  (404)  321-1244. 


The  No  Problem 
Electronic  Typewriter 
from-  — ® 


LANIER  BUSINESS  PRODUCTS.  INC 


©  1979  Lanier  Business  Products.  Inc 


Want  to  see  Lanier  No  Problem  typing  in  action? 
NO  PROBLEM. 

Send  us  the  information  below  and  a  Lanier  representative 
will  call  for  an  appointment. 


Name 
Phone 


I  Hie 


-Best  Time  To  Call  _ 


Hrm  Name- 
Address  


County 


-State  - 


Zip 


What  kind  of  typing  or  word  processing  system  are  you  using 

now  ?  

Lanier  Business  Products,  Inc. 
1700  ChantiUy  Dr.  NE,  Atlanta,  <; A  30324 
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EXHIBIT  I 

THE  ESTIMATED  $800  BILLION  U.S.  BUSINESSES  WILL 
SPEND  IN  1979  TO  SUPPORT  THEIR  WHITE  COLLAR  WORKERS 


Indirect  Costs 


1  1 

90  1 

78 

30 

si 

80 

50 

30 

1 

($  Billions) 
Managers 


Other 
Profes- 
sionals 


Clerical 


Direct  Costs 


Purchased  Information  Resources  Compensation  And  Fringes 
Internal  Support-People  &  Space 


Source  Government  statistics.  Boo/.  Allen  &  Hamilton  estimates 


Consider  how  much  productivity  is 
squandered  each  day  on  these  chronic 
time-wasting  exercises: 

•  Attempting  to  locate  or  reach  another 
person — either  on  the  telephone  or  in  a 
nearby  office. 

•  Trying  to  access  a  piece  of  self-authored 
or  previously  read  information. 

•Trying  to  schedule  (or  reschedule)  a 

meeting. 
•Traveling  to  attend  a  meeting. 

•  Following  up  the  status  of,  or  expediting 
a  task  previously  assigned  to  a  profes- 
sional subordinate  or  to  support  staff. 

•Sorting  through  immense  "chaffs"  of 
computer-generated  or  copy-machined 
paper  to  get  to  the  bottom-line  "wheat". 
One  recent  study  of  a  large  purchasing 
operation,  found  that  more  than  25%  of 
professional  time  was  squandered  in 
these  or  similar  activities.  And  this  situa- 
tion is  by  no  means  unique.  In  a  recently 
published  report,  a  large  bank  reported 
that  over  50%  of  internal  telephone  calls 
could  be  eliminated  or  truncated  substan- 
tially. 


The  submerged  costs  are  outrageous. 
For  example,  one  government  agency  on- 
ly recently  found  that  it  spends  $88  in 
professional  time  and  clerical  support 
costs  to  process  a  simple  travel  request.  A 
typical  transparency-aided  briefing  in  that 
same  agency  costs  $500  to  prepare. 

These  examples  typify  the  reasons  why 
U.S.  business  and  government  organiza- 
tions currently  have  a  productivity  leak  of 
a  whopping  $100  billion-plus  annually.  And 
the  leakage  is  swelling  as  inflation  and 
skills  shortages  propel  managerial, 
professional  and  traditional  forms  of  of- 
fice support  costs  skyward. 

Nobody  really  knows  exactly  how  bad 
the  situation  is.  Except  for  a  few  studies 
such  as  the  ones  cited  earlier,  most  busi- 
nesses do  not  have  any  quantitative  mea- 
sures of  their  white-collar  productivity, 
especially  among  professional  and  mana- 
gerial classifications.  This,  despite  the 
fact  that  new  techniques,  although  some- 
what crude,  have  recently  been  develop- 
ed to  quantify  white-collar  productivity  at 
all  levels. 


The  need  to  measure  and  thereupon 
raise  managerial  and  professional 
productivity  is  becoming  especially 
critical  as  strategic  management  tech- 
niques evolve.  And  the  relationship  bet- 
ween the  success  of  these  techniques, 
the  productivity  attained  and  the  inform- 
tion  required  is  integral. 

New  and  more  complex  forms  of  ma- 
trix management  structures  are  forcing 
businesses  to  view  the  same  information 
from  several  vantage  points.  And 
managers  of  the  major  matrix  dimen- 
sions— at  all  levels  from  the  office  of  the 
president  on  down — have  to  communi- 
cate regularly  with  one  another,  as  well  as 
maintaining  their  traditional  line  relation- 
ships. Even  where  matrix  management 
does  not  exist,  U.S.  businesses  are  slowly 
gravitating  to  participatory  management 
techniques  practiced  successfully  by 
Japanese  and  German  businesses. 

The  success  of  matrix  and  participa- 
tory management  is  most  often  limited  by 
conditions  of  information  overload.  An  ob- 
scure pre-World  War  II  Lithuanian  busi- 
ness consultant,  V.A.  Graicunas,  develop- 
ed the  exponential  function*  which  ex- 
presses how  the  number  of  communica- 
tions channels  explodes  in  proportion  to 
the  number  of  individuals  who  need  to 
relate  to  each  other  directly. 

Growing  concerns  in  the  human 
resource  management  area  for  the  quali- 
ty of  life  are  also  generating  new  infor- 
mation requirements.  Relocating  offices 
and  reorganizing  field  forces  to  reduce 
commutation  and  other  business  travel 
time  can  sever  vital  working  relationships 
unless  accompanied  by  compensating 
improvements  in  information  systems. 
Growing  vacation  benefits  and  new  sab- 
batical policies  can  open  up  low-produc- 
tivity gap  periods.  (Ever  try  to  schedule  a 
meeting  for  four  or  more  people  during 
August  or  late  December?) 

The  vital  link  between  managerial  per- 
formance and  information  systems  is 

*C  =  N[2*N"1 '  +  (N-1 )];  where  C  is  the  number  of  com- 
munications channels  and  N  is  the  number  of  indi- 
viduals involved 
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If  you're  paying  for  a 
central  dictation  system 
nobody  talks  to. 

*m  a-      +     mm    *      m  a 

if 


Sony  Network  is  the  first  central  dictation  system 
people  actually  want  to  use.  Because  unlike  other 
systems,  Network  is  simple,  reliable,  and  flexible. 
Making  it  cost  efficient  as  well.  That's  why  Network 
has  replaced  many  other  manufacturer's  systems.  But 
nobody  else's  system  has  ever  replaced  Network. 

Network  is  the  first  central  dictation  system  with 
a  built-in  brain.  A  microprocessor  to  eliminate 
human  errors. 


Network  is  also  the  only  system  diat  answers  a 
call  from  any  telephone  with  a  taped  voice  giving  all 
instructions,  in  plain  English.Theres  even  an  input 
data  slip  that  comes  out  with  each  of  the  24  cassettes. 
It  tells  the  supervisor  who  the  author  is,  the  date,  time 
and  length  of  dictation,  and  if  its  priority  work. 

Of  course  to  truly  appreciate  Network  you  have 
to  see  it  in  operation.  So  fill  in  the  coupon  and  find 
out  how  Sony  Network  can  pay  off  for  you,  too. 


For  the  story  of  Sony  Network  or  to  discuss 


your  dictation  needs,  call  1-800-821-7700,  EX.516,* 

or  send  this  coupon  to  Sony  Business  Products, 
9  West  57th  Street,  New  York,  New  York,  10019 

SONY  BUSINESS  PRODUCTS 


NAME 

POSITION 

ORGANIZATION 

(AREA 

CODE)  PHONE 

Al )!  )RI  ss 

CITY 

STATE 

ZIP 

SONY,  FRBll 

•In  Missouri  call  1-8008^ 

2-7655.  EX  516 
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THE  CHIPS  ARE  STACKE 

A  totally  new  technology  that  puts  compul 
reliability  a  giant  step  ahead... 


Five  years  ago,  we  set  out 
to  build  a  new  computer,  the 
vanguard  system  of  the  1980s, 
if  you  will.  And  we  did  just 
that— the  Sperry  Univac 
1100/60  system-a 
breakthrough,  not  just  in  LSI 
technology,  but  as  a  new  stan- 
dard in  reliability  and  growth. 
We  did  it  by  stacking 
the  chips  in  your  favor.  ■ 
These  chips  are  actually 
microprocessors  put 
together  in  a  totally 
unique  way,  so  they 
become  a  large  scale 
mainframe  themselves. 
In  a  very  real  sense,  the 
1100/60  harnesses  scores 
of  miniature  computers  as 
a  team  to  perform  the 
work  of  a  giant.  And  the 
benefits  are  just  as  big: 

Reliability. .  .The 
1100/60's  multiple  microprocessor 
architecture  makes  it  the  most  relia- 
ble general  purpose  large-scale  com- 
puter commercially  available.  For 
instance,  it's  the  first  system  that 
can  afford  to  calculate  everything 
twice,  then  compare  the  results— all 
through  100%  paralleling  of  instruc- 
tions. The  1100/60  hardware  detects, 
resets  and  retries  automatically, 
eliminating  more  than  95%  of  all 
single-chip  failures. .  .a  new 
industry  standard  for  system 
availability. 

Growth  Path . .  .With  the 
1100/60,  you  can  get  only  the  power 
you  need  as  you  need  it.  There  are  six 


processing  levels  within  the  series, 
from  entry  level  all  the  way  into  our 
1 100/80  range.  That's  a  five-fold 
increase  in  capacity  just  by  adding 
modules  at  your  site.  No  swapout 
and  no  interruption.  Overall,  it  can 
grow  twelve-fold  with  easy  migra- 
tion into  the  top-end  1100/80  series. 

Investment  Protection . . .  State- 
of-the-art  technology. .  .extended 
growth  potential. .  .systemwide 
compatibility.  It  adds  up  to  invest- 
ing in  a  sure  thing:  a  computing 
capability  that'll  continue  paying 
dividends  for  years  to  come. 

And  the  highly  acclaimed  Series 
1100  Operating  System  is  just 
another  plus.  It  supports  the  most 


comprehensive  Data  Base  Manag 
ment  System  in  the  business. . . 
along  with  an  extensive,  expandir 
library  of  applications  software. 
They're  among  the  best  specialize 
industry  packages  available  today 
manufacturing,  airlines, 
government,  energy, 
transportation— just  to 
name  a  few. 
Price/Perfor- 
mance... More 
uptime  through 
higher  reliability 
alone,  might  be 
enough  to  give  the 
1100/60  its  edge.  B 
there's  more.  You 
a  price/performanc 
advantage  that  gro1 
as  your  requirements  grow* 
as.  much  as  40%  over  the  nearest 
competitor.  So  it  pays  you  to  com 
in,  but  it  pays  you  even  more 
to  stay. 

The  1100/60  performs  well  an 
economically,  no  matter  what  the 
task  or  configuration.  It's  just  as 
efficient  with  batch  as  it  is 
with  interactive  and  trans- 


MEET  THE  SPERRY  UH IVA 


SPERPY  UNIVAC  IS  A  REGISTERED  TRADEMARK  OF  THE  SPERRY  CORPORATIl) 


IN  YOUR 


action  processing. .  .and  as  comfort- 
able in  a  centralized  mode  as  it  is 
managing  a  fully  distributed  com- 
munications network.  Or  it  easily 
accommodates  any  combination  of 
them  all.  And  for  extra  performance 
there's  the  byte  instruction  set. 

Ease-of-Use. . .  As  an  1100/60 
user,  you'd  always  have  ready  access 
to  the  right  data,  when  and  where 
you  need  it.  That  means  full,  on-line 
data  base  support  for  all  those  major 
decisions.  And  you  don't  have  to 
be  a  computer  expert.  But  if  you 
are,  the  1100/60  has  a  procedural 
language  capability  that  virtually  eli- 
minates routine  coding.  You  can 
have  more  time  for  creative  pro- 
gramming and  increase  your  pro- 
ductivity at  the  same  time. 

Maintainability. .  .We  know  the 
1100/60  is  the  most  reliable  com- 
puter we've  ever  made.  And  its 
instruction  duplexing  really  puts  it 
way  out  front.  But  things  can  hap- 
pen. So  the  1100/60  comes  with  its 
own  System  Support  Processor.  The 
SSP,  a  computer  in  its  own  right,  per- 
forms all  routine  maintenance  and 
runs  diagnostics  on  the  mainframe 
to  monitor  its  electronic  heartbeat. 


For  backup,  there's  the  Sperry 
Univac  muldmillion-dollar  Total 
Remote  Assistance  Center.  A  special 
hookup  to  the  Assistance  Center  is 
built  into  every  1100/60  for  imme- 
diate on-line  diagnostics,  24  hours  a 
day,  seven  days  a  week. 

Delivery. .  .You  could  wait  two 
years  for  the  latest  state-of-the-art 
technology.  But  it's  here  today. . . 
the  1100/60  is  real,  demonstrable 
and  deliverable. 

It  took  Sperry  Univac  five  years 
of  intensive  research  and  develop- 
ment to  stack  the  chips  in  your 
favor. .  .to  give  you  all  the  reliability 
benefits  of  LSI  technology  and 
more.  And  we'd  like  you  to  join  us 
in  the  vanguard  of  a  whole  new  era 
of  computing. 

—Please  mail  me  the  full  story  on  the  1 100/60  Series. 
— Have  your  representative  call  me  for  an  appointment 

Telephone  (  )   


Name 
Title_ 


FO-1 


Company— 
Address  _ 


City  

^  Mail  to  Sperry  Uni\ 


-Z'P- 


:  I  100/60.  Dept   100.  Blue  Bell.  PA  19424 
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EXHIBIT  2 

ANNUAL  U.S.  PURCHASED  INFORMATION  RESOURCE 
(1979  IN  BILLIONS) 


Decoming  increasingly  evident  as  the  in- 
erests  of  organizational  developers  and 
operations  researchers  converge  with  the 
emergence  of  new  techniques  such  as 
Decision  Support  Systems  (DSS's)  and 
he  evaluation  of  Critical  Success  Factors 
CSF's).  For  every  item  in  a  list  of  manage- 
nent  objectives,  there  is  a  corresponding 
set  of  information  requirements.  And 
jnless  steps  are  taken  to  ensure  that 
hese  requirements  are  satisfied,  it 
)ecomes  unreasonable  to  hold  in- 
dividuals accountable  for  meeting  their 
vIBO's.  For  example,  it  is  easy  to  see  that 
a  sales  manager  could  not  be  held 
accountable  for  certain  annual  marketing 
argets  without  timely  feedback  of 
customer  service,  satisfaction,  profitabili- 
y,  as  well  as  sales  force  performance 
jata.  Yet  in  many  other  functional  areas, 
such  as  planning,  engineering,  account- 
ng,  and  systems,  executives  annually 
allow  their  subordinates  to  slip  off  the 
vIBO-accountability  hook  because  of  a 
ack  of  performance-related  information. 

Clearly,  businesses  are  at  a  strategic 
uncture  where  not  only  their  profitability 
xjt  perhaps  their  survival  hinges  on  mar- 
shaling the  appropriate  information  sys- 
emsand  resources.  Fortunately,  many  of 
he  requisite  resources  are  now  at  hand  in 
he  form  of  electronic-based  systems. 

III. 

ELECTRONIC-BASED 
SOLUTIONS 

n  1979,  U.S.  businesses  will  spend  some 
B71  billion  in  purchases  of  information 
resources  for  white-collar  support  from 
such  major  sources  at  AT&T,  IBM,  Xerox, 
and  the  Postal  Service,  as  well  as  thou- 
sands of  smaller  computer,  communica- 
tions and  office  systems  suppliers  (Exhibit 
II).  Most  of  those  expenditures  will  be  for 
transporting  information  and  getting  it  to 
enter  and  exit  machines  (i.e.,  "input/out- 
put"). Only  a  modest  fraction  is  for  dis- 
placing manual  work  through  automated 
processing.  The  $71  billion  while  sizable, 
works  out  to  less  than  $0.15  for  every 
dollar  spent  by  the  same  businesses  on 
overall  white-collar  compensation,  as 
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14% 

34 
28 

24 
100% 


Source  Published  sources,  BA&H  Estimates  (software  and  consulting  services  not  included) 


indicated  in  Exhibit  I).  And  the  correspond- 
ing figure  for  support  of  only  the  manager- 
ial and  professional  workers  is  less  than  a 
nickel.  Yet,  numerous  businesses  are  los- 
ing a  quarter  or  more  of  their  managerial 
and  professional  productivity  because  of 
inadequate  information  resources. 
(Exhibit  2) 

New  electronic-based  information  sys- 
tems present  an  unusually  attractive  op- 
portunity to  leverage  modest  incremental 
expenditures  for  purchased  information 
resources  into  significant  productivity 
gains.  Moreover,  when  properly  applied, 
these  electronic  resources  can  enhance 
the  quality  of  managerial  decisions  and 
professional  work  products,  as  well  as 
heighten  the  human  resource  productivi- 
ty with  which  they  are  achieved. 

The  message  is  clear.  Instead  of  myop- 
ically  seeking  to  contain  computer,  com- 
munication and  office  equipment  activi- 
ties, businesses  should  be  placing  their 
priorities  on  intelligently  expanding  and 
elevating  electronic  information  systems 
to  support  managerial  decision-making 
and  other  professional  work. 


And  the  technology  is  working  in  their 
favor  as  never  before.  The  performance 
of  electronic-based  systems  is  leaping 
ahead  in  comparison  to  their  cost.  As  we 
enter  the  1980's,  gains  are  being 
achieved  in  five  areas  of  information 
technology: 

•  Processing — The  purchased  unit  prices 
of  electronic  processing  will  plummet 
by  more  than  a  factor  of  ten  during  the 
1980's,  with  microelectronics  circuits 
approaching  pico-second  (10'12)  switch- 
ing speeds.  As  a  result,  the  installed 
base  of  processing  capacity  will  mush- 
room and  completely  remove  raw  elec- 
tronic processing  power  as  a  physical 
or  economic  constraint  to  most  applica- 
tions. 

•  Storage — In  the  decade  just  ahead,  the 
purchased  unit  price  of  electronic  stor- 
age will  drop  anywhere  from  80%  to 
95%  or  more,  depending  on  capacity, 
access  time  and  use.  At  these  dramat- 
ically lower  prices,  newer  forms  of  stor- 
age such  as  bubble  memories,  video- 
discs, microfiche,  and  thin-film  mag- 
netics have  a  tremendous  potential  for 


What  is  NCR  up  to  now? 


We're  up  to 
number  two*  in 
computer  revenues 
worldwide. 

in  America— and  in  many  other 
countries  as  well-computer  sys- 
tems help  do  the  world's  work. 
And  NCR's  computers  are  work- 
ing in  120  countries  for  many 
different  industries,  institutions, 
and  agencies.  For  example,  more 
than  a  dozen  multinationals  with 
offices  in  New  York's  World  Trade 
Center  are  numbered  among  out- 
customers.  Executives  of  such 
firms  as  Bangkok  Metropolitan 
Bank  and  Sumitomo  Bank 
depend  on  NCR  systems  tor 
complete  management  control. 

Leadership  role  in  major 

industries-Why  are  we  up  to 

number  two  in  computer  related 
revenues?  Our  long  history  of 
industry  specialization  helped  put 
us  there.  Today,  NCR  has  more 
point-of-sale  terminals  in  depart- 
ment stores  than  anybody  else. 
We're  the  leading  supplier  of 
point-of-sale  terminals  to  super- 
markets. And  we're  the 
second  largest  supplier 
of  computers  to  the 

Internationa!  Data  Corporation,  1978, 
based  on  revenue  generated 
from  computer  operations 


hospital  market.  In  the  field  of 
finance,  three  out  of  every  four 
bank  proof  machines  come  from 
NCR,  and  over  600  banks  use 
NCR  Central  Information 
File  systems. 

Avoiding  obsolescence— What 
we  call  Migration  Path  J 
Engineering  has  helped  NCR 
gain  its  leadership  ranking.  As 
an  NCR  customer's  volume 
increases,  there's  another  NCR 
system  ready  to  handle  the 
larger  workload.  Executives  look 
for  this  kind  of  sophistication 
when  they  choose  an 
EDP  system. 

NCR  support  around  the 
world— NCR  supplies  it,  with 
16,000  highly  trained  f tele 
engineers  around  the  world 

Now  you  know  why  NCR  is  a 
world  leader  in  general-purpose 
computer  systems. 


Complete  Computer  Systen 


The  Digital  Commitment: 

computers  to  help  you  meet  your  most 
important  business  goals. 


BOTTOM  LINE  PERFORMANCE:  Only  Digital 
can  match  a  computer  to  every  job  in  your  com- 
pany to  help  you  get  more  from  your  people, 
your  dollars  and  your  operations.  Digital  can  put 
small  word  processing  systems  in  your  office, 
real-time  systems  on  your  factory  floor,  time- 
sharing systems  in  your  departments,  computa- 
tional systems  in  your  labs  and  mainframes  in 
your  data  processing  center.  Only  Digital  has 
them  all,  to  let  you  fit  price  and  functionality  to 
your  every  performance  need. 

REDUCED  RISK:  Better  than  anyone,  Digital 
protects  your  computer  dollars.  Your  software 
investment  lasts  longer  because  new  Digital  sys- 
tems are  compatible  even  with  those  introduced 
15  years  ago.  Your  total  system  investment  is 
more  efficient  because  fewer  computer  profes- 
sionals are  needed  for  applications  development 


and  operations.  And  the  return  on  your  invest- 
ment is  protected  because  Digital  offers  the 
industry's  best  reliability  features  including 
remote  diagnostics,  built-in  self-testing  programs 
and  service  contracts  which  guarantee  a  service 
call-back  within  15  minutes. 

INCREASED  PRODUCTIVITY:  The  Digital  family 
of  systems  not  only  offers  unmatched  response 
time  and  performance,  but  also  remarkable  ease 
of  use.  Digital  systems  are  designed  to  stop 
errors  and  respond  to  simple  plain-talk  instruc- 
tions. Even  unskilled  personnel  can  learn  to  use 
them  in  a  matter  of  hours. 

PROFITABLE  GROWTH:  Digital  helps  you  man- 
age growth.  You  can  go  from  an  $11,000  DEC 
Datasystem  to  a  $175,000  DEC  Datasystem  in  big 
steps  or  small  ones.  And  they  provide  unique 
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opportunities  for  you  to  extend  the  capabilities  of 
your  IBM  mainframe  by  letting  you  off-load  the 
jobs  an  interactive  computer  can  handle  more 
efficiently  Meanwhile,  Digital's  8,000  service  and 
support  people  are  located  worldwide  so  you  can 
grow  into  38  countries  without  outgrowing  your 
computer  company. 

A  SHARPER  COMPETITIVE  EDGE:  This  year 
alone,  Digital  will  spend  over  $140  million  devel- 
oping new  ideas  for  you  to  cut  your  costs, 
improve  your  products,  upgrade  your  services 
and  penetrate  new  markets.  And  Digital's  sup- 
port experts  or  your  Authorized  Digital  Computer 
Distributor  can  show  you  how  to  take  advan- 
tage of  Digital's  unequalled  experience  —  over 
150,000  interactive  systems  sold  —  to  keep  you 
on  the  leading  edge  of  new  computer  concepts. 

TIGHTER  CONTROL:  Distributed  processing 
lets  you  break  down  problems  into  more  manage- 
able segments.  It's  a  proven  business  strategy  and 
the  most  important  computer  strategy  in  recent 
years.  Digital  is  the  recognized  leader  in  network- 
ing and  distributed  processing.  With  Digital 
you  can  match  the  right  computer  to  the  right 
job  and  then  use  Digital's  advanced  networking 
software  to  tie  them  all  together  while  dele- 
gating control  in  a  way  that  fits  your  business 
top  to  bottom. 


PUT  THE  DIGITAL  COMMITMENT  TO  WORK 
FOR  YOU:  Whether  yours  is  a  multinational  cor- 
poration or  a  small  business  buying  its  first  com- 
puter, Digital  can  give  you  a  computer  strategy 
tied  to  your  most  important  business  goals.  Send 
the  coupon  and  let  us  tell  you  more. 

DIGITAL  EQUIPMENT  CORPORATION 
COMMERCIAL  SYSTEMS  GROUP, 

Continental  Boulevard, 
Merrimack,  New  Hampshire  03054. 
Department  MK1-2N38. 

□  Please  send  more  information  about  Digital's 
commitment. 

□  Please  have  a  salesman  call. 

□  Please  send  information  on  Authorized 
DIGITAL  Computer  Distributors  for  first- 
time  users. 

Name  

Title  

Company  

Address  

City  

Phone  


State 


Zip 


FBI  1129 


European  headquarters:  12.  av.  des  Morgines,  1213  Petit-Lancy/ 
Geneva.  In  Canada:  Digital  Equipment  of  Canada,  Ltd. 


economically  displacing  paper  and 
more  primitive  electronic  and  film- 
based  storage  systems. 

•  Electronic  Transport — The  cost  of 
transmitting  large  quantities  of  voice, 
data,  still-image  and  video  will  shrink 
more  rapidly  than  ever  before  as  newer 
satellite,  fiber  optic,  mobile  radio  and 
microwave  technologies  are  intro- 
duced. Moreover,  the  combined  appli- 
cation of  solid-state  and  stored- 
program  technologies  will  improve  the 
price/performance  of  telecommunica- 
tion switching  as  well. 

•  Input/Output — No  matter  how  impres- 
sive electronic  systems  become,  there 
will  always  be  a  need  and  accompany- 
ing cost  to  convert  human  forms  of 
communication  to/from  electronic 
forms  to  unlock  the  power  of  electronic 
systems.  Typewriters,  telephones,  cop- 
iers and  computer  terminal  are  all  com- 
mon forms  of  electric-mechanical  input/ 
output  devices.  Increasingly,  new  forms 
of  speech  processing,  laseroptic  and 
ink-jet  printing,  soft  displays  and  auto- 
mated electronic  controls  will  enhance 
the  utility  and,  in  some  cases,  drive 
down  the  unit  costs  of  input/output  de- 
vices. By  1990,  the  number  of  input/ out- 
put devices  other  than  the  already  ubi- 
quitous simple  telephone  should  cata- 
pult by  a  factor  of  between  five  and  ten. 

•  Software — Software  has  become  the 
Achilles  heel  of  electronic  information 
systems.  U.S.  businesses  currently 
spend  about  $0.20  internally  for  every 
dollar  of  purchased  information  re- 
sources just  for  software  development 
and  maintenance.  Most  of  these 
monies  go  to  compensate  the  more 
than  half  a  million  pricey  systems  ana- 
lysts and.  programmers  who  currently 
represent  the  bottleneck  to  progress. 
Historically,  productivity  gains  in  soft- 
ware development  have  trailed  im- 
provements in  machine  productivity 
badly,  with  development  backlogs  of 
two  to  three  years  not  uncommon  in 
many  larger  corporations  and  govern- 
ment agencies.  Accordingly,  most  infor- 
mation systems  suppliers  are  placing  a 
top  priority  on  closing  that  gap,  lest  the 


market  potential  for  their  product  and 
services  not  be  realized.  While  real 
progress  will,  at  times,  appear  to  falter, 
these  producers  will  spew  forth  a  broad- 
ening array  of  prepackaged  programs, 
as  well  as  techniques  that  allow  lay  busi- 
ness people  to  command  and,  to  some 
extent,  modify  communications,  pro- 
cessing and  storage  systems  without 
professional  analyst/programmer  inter- 
mediaries. Also,  behind  the  scenes, 
many  suppliers  will  provide  these  pro- 
fessional analysts  and  programmers 
who  are  working  on  the  more  complex 
development  efforts  with  new  produc- 
tivity-boosting aids. 

However  elegant  and  intellectually  im- 
pressive these  advances  are,  they  are 
meaningless  unless  and  until  they  are 
translated  into  concrete  solutions  to  pro- 
ductivity problems  and  to  high-quality  de- 
cision support  systems. 

Looking  toward  the  eighties,  there  are 
six  categories  of  electronic-based  solu- 
tions of  which  every  business  profes- 
sional should  be  aware:  Conferencing; 
Information  transfer;  Information  retriev- 
al; Transaction  processing;  Personal  pro- 
cessing; and  Activity  management. 


(1)  Conferencing 

Conferencing  is  the  ability  to  use  tele- 
communications systems  to  simulate 
face-to-face  meetings.  As  we  move  into 
the  1980's,  the  traditional  two-party  tele- 
phone call  will  be  augmented  in  two  ways. 
First,  simple  voice  communications  will 
be  enhanced  by  the  addition  of  visual 
media  such  as  data,  document-image, 
and  drawing  displays,  as  well  as  still- 
frame  and  slow-scan  video.  Second,  the 
number  of  participants  and  participant 
locations  will  be  enlarged  so  that  full-scale 
video  or  visually  assisted  audio  remote 
meetings  can  be  conducted 

While  outside  visits  and  certain  sensi- 
tive internal  contacts  will  not  be  readiiy 
eliminated,  the  travel  time  and  expense 
assocated  with  other  large  numbers  of 
less  critical  gatherings,  such  as  periodic 
project  reviews  and  monthly  internal  com- 


mittee meetings,  will  be  reduced  substan- 
tially. Moreover,  those  business  and  gov- 
ernment agencies  which  have  piloted  ad- 
vanced conferencing  systems  have  found 
that  the  frequency  and  quality  of  inter- 
personal communications,  and  hence 
decision-making,  improve  once  inhibiting 
travel  requirements  are  removed.  Under 
these  conditions  parochial  interdepart- 
mental and  hierarchical  interests  often 
melt  away,  and  cooperation  increases. 
The  personal  incentive  to  managers  will 
be  the  opportunity  to  reduce  undesirable 
business  travel  and  to  work  closer  to 
home. 

(2) 

Information  Transfer 

While  conferencing  can  be  a  superb 
solution  for  interactive  (i.e.,  "real  time") 
communications,  many  informational 
items  do  not  need  the  simultaneous  and 
somewhat  costly  attention  of  several  pro- 
fessional parties.  Perhaps  as  many  as 
one-half  of  all  business  telephone  calls 
are  placed  to  transfer,  rather  than  inter- 
actively discuss,  information.  Nonethe- 
less, the  standard  telephone  call  is  select- 
ed today  because  it  is  often  the  most  con- 
venient, lowest  cost  and  most  reliable 
communication  means(especiallyasmail 
service  price/performance  deteriorates). 

But  this  is  changing.  Newer  forms  of 
transfer  systems  are  being  designed  to 
move  information  reliably,  conveniently 
and  sometimes  less  expensively  than  cur- 
rent telephone  and  mail  systems.  And 
these  systems  are  more  flexible,  since  a 
successful  communication  does  not  de- 
pend on  the  simultaneous  availability  of 
both  the  senders  and  receivers.  Further- 
more, there  is  a  broadening  number  of 
systems  available  for  the  transfer  of  infor- 
mation in  document-image,  character- 
encoded,  hand-drawn,  and  even  speech- 
message  forms. 

This  selection  will  enable  professionals 
to  achieve  productivity  gains  without 
altering  their  most  effective  styles  of  com- 
municating. Desk-top  input/output  de- 
vices, emPracing  the  telephone,  will  en- 
able end-users  to  originate,  format  and 


CANON  INTRODUCES 
THE  PRODUCER. 


With  33  cpm  and 

Automatic 
Document  Feeder. 

Canon  brings  you  the  latest  advances 
in  micro-computer  technology  with  a  new 
micronics  copier. 

The  NP-6300. 

Whisking  out  copies  at  the  rate  of  33 
copies  per  minute,  as  well  as  automatically 
feeding  up  to  40  originals,  the  Canon 
NP-6300  is  a  true  producer. 

And  a  reliable  one. 

Thanks  to  micronics,  the 
NP-6300's  micro-computer 


diagnoses  the  entire  operation  for  you. 
Not  only  preventing  possible  malfunctions, 
but  assuring  the  utmost  in  copy  quality. 

Further  micronics  advances  include  a 
smooth  surface  sensor  control  panel  that 
puts  you  in  complete  control  of  every 
operation— at  one  touch.  A  sophisticated 
paper  monitoring  system.  An  Automatic 
Toner  Replenishment  system.  Even  an 
Interrupt  Function  allowing  you  to 
make  a  short  copy  run  in  the 
middle  of  a  long  run. 


Finally  you  have  a  choice  of  machines. 
Canon  also  offers  the  NP-6000.  With  the 
same  advanced  features  and  benefits 
of  the  NP-6300,  without  an  Automatic 
Document  Feeder. 

The  highly  productive  NP-6300  and 
NP-6000. 

It's  what  you  expect  from  the  com- 
pany that  developed  the 
science  of  micronics. 
Canon. 
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PLAIN  PAPER  COPIER 
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Your  next  right-hand  man  carta 

And  even  makcy< 


Lir  next  right-hand  man  should  be  a  Panasonic 
IS  video  system  because  it  can  help  you  do  the 
Dossible:  Like  being  in  more  than  one  place  at 
ce.  Or  doing  more  than  one  job  at  the  same  time. 

both. 

And,  as  many  different  companies  already  have 
covered,  the  number  of  ways  you  can  use  your 
nasonic  video  system  is  limited  only  by  your  imag- 
ition:  For  example,  while  you're  busy  working  in 
ur  office,  you  can  also  be  talking  to  stockholders 
people  at  distant  branches.  Or  both.  You  can  refine 
les  presentations  for  use  whenever  you  need  them, 
demonstrate  complicated  techniques  to  audiences 


miles  away.  You  can  instruct  new  employees  or  retrain 
present  ones.  You  can  even  inspect  real  estate  across 
town  or  across  the  country — without  getting  out  of 
your  chair. 

You  can  start  with  a  basic  system,  a  Panasonic 
video  tape  recorder,  camera  and  monitor,  for  example. 
Or  you  can  have  a  more  sophisticated  system,  choos- 
ing from  the  broadest  line  of  equipment  in  the  video 
industry,  including  a  2-hour  video  recorder  with  2-track 
audio,  a  2-hour  video  recorder  that's  portable,  studio 
cameras,  portable  cameras,  switchers,  color  monitors, 
microphones  and  much  more.  And  they're  all  ideal  for 
business  and  industrial  use. 


see 

wait 


Pi 


:alk,  sell,  demonstrate,  instruct, 
(you  a  star. 


IS 


Finally,  with  a  Panasonic  video  system,  you  can 
see  what  you've  got  as  soon  as  you  shoot  it.  Without 
waiting.  Without  expensive  film  processing.  And  if  you 
don't  like  what  you  see,  you  can  erase  the  tape  and 
shoot  it  over  again.  So  you  can  save  time  and  money. 

There  are  still  other  reasons  to  make  a  Panasonic 
video  system  your  next  right-hand  man:  It'll  do  every- 
thing your  way.  It  never  forgets  anything.  And  it  can 
even  make  you  a  star. 

Panasonic. 

just  slightly  ahead  of  our  time. 


Panasonic  Company, Video  Systems  Division,  Dept.  FBS-1179 
One  Panasonic  Way,  Secaucus,  N.J.  07094 

Send  me  more  information  on  how  the  Panasonic  right-hand  man 
has  helped  other  businesses,  and  how  it  can  help  me. 


Print  name_ 
Title  


Company _ 
Address  


City'State  Zip_ 
Phone ( 


In  Canada,  contact  Panasonic  Video  Systems.  Mississauga.  Ontario 


edit,  and  send/receive  simple  forms  of 
communication  such  as  buck-slips,  one- 
oage  memos,  and  routine  time  and  status 
requests  and  reports.  Moreover,  they  will 
be  able  to  do  so  easily  and  with  the  confi- 
dence that  their  intent  will  be  conveyed 
accurately  The  personal  incentive  to 
managers  and  other  professionals  to 
accept  these  new  systems  will  be  the 
relief  from  the  frustration  and  time  waste 
Df  missed  telephone  calls,  mail  delays, 
meetings  that  take  forever  to  schedule, 
and  the  lack  of  retrievable  documentation 
Dn  what  has  been  previously  communi- 
cated. More  complex  and  lengthy  reports 
/vill  continue  to  involve  some  support  per- 
sonnel in  their  preparation,  but  high- 
speed, secured  electronic  document 
:ransfer  systems  will  speed  their  distribu- 
tor especially  when  there  are  multiple 
'ecipients. 

(3) 

Information  Retrieval 

For  the  past  decade,  computer  scien- 
tists have  focused  on  the  development  of 
data  base  management  systems  that 
sometimes  lead  to  on-line  information 
retrieval.  But,  while  there  have  been  some 
impressive  accomplishments,  these  sci- 
entists have  been  dealing  mainly  with 
access  to  accumulated,  internally  com- 
puter-processed transactions  —  only  a 
small  fraction  of  the  information  retrieval 
spectrum. 

There  are  at  least  two  much  larger  new 
opportunities  which  exist  in  the  informa- 
tion retrieval  area.  The  first  is  access  to 
timely  information  about  the  external  en- 
vironment, and  the  second  relates  to  the 
retrieval  of  documents — reports,  memo- 
randa, contracts,  purchase  orders  and 
the  like. 

There  are  now  several  hundred  com- 
puterized  external  data  bases  of  both  gen- 
eral and  specialized  interest.  They  range 
from  scientific  and  legal  abstracts  to  cor- 
porate financial  data  and  currency  ex- 
change rates.  While  some  of  these  com- 
puterized data  bases  are  only  accessible 
through  retail  intermediaries,  a  growing 
number  can  be  accessed  by  end-users 


directly  through  terminals  and  specialized 
data  networks  or  increasing  time-sharing 
service  arrangements. 

In  addition,  micropublishers  are  pro- 
ducing dozens  of  microfilmed  data  bases 
in  such  areas  as  military  specifications 
and  library  indexes.  And  end-users  can 
access  frequently  used  data  bases  by 
purchasing  microfilm  libraries  and  low- 
cost  microfilm  readers. 

The  second  major  new  information  re- 
trieval opportunity  area,  relates  directly  to 
productivity  in  the  form  of  obtaining  spe- 
cific documents.  Most  managers  and  pro- 
fessionals waste  a  significant  amount  of 
time  trying  to  find  a  piece  of  information 
which  either  they  generated  or  received 
on  some  prior  occasion.  Even  worse,  they 
can  not  include  in  their  search  documents 
which  they  have  forgotten  or  of  whose 
existence  they  are  unaware.  Automated 
information  retrieval  systems  for  this 
purpose  are  evolving  slowly,  since  they 
currently  depend  on  the  often  costly  and 
cumbersome  input  process  of  capturing 
and  indexing  documents.  However,  as 
more  powerful  word  processing  and  infor- 


mation transfer  systems  evolve  to  capture 
documents  in  electronic  form,  a  by- 
product will  be  indexed  information  banks 
available  for  either  immediate  or  archival 
retrieval  using  character,  electronic  im- 
age or  film  image  displays. 

The  ability  and  motivation  of  end-users 
to  access  these  new  sources  of  both  ex- 
ternal and  internal  information  will  be 
aided  by  the  use  of  voice  recognition, 
touch-sensitive  display  panels  or  simple 
functional  keyboards  for  retrieval  com- 
mands. In  some  cases,  voice-synthesized 
outputs  might  be  more  economical  or 
practical  than  printouts  or  displays.  Be- 
hind the  scenes,  facilitating  the  ease  and 
speed  with  which  information  can  be 
retrieved,  will  be  new  (relational)  data 
base  management  systems  now  being 
developed  by  several  software  suppliers. 

In  many  respects,  information  retrieval 
applications  may  be  the  door-opener  for 
desk-top  terminals  and,  later,  other  appli- 
cations. Consider  that  access  to  internal 
or  external  data  bases  have  been  pivotal 
in  justifying  at  least  five  widespread  uses 
for  professional  terminals:  (Exhibit  3) 


Exhibit  3 

Information  Retrieval 

Professional 

Principal 
Data  Base 

Other  Uses 

Securities  dealer 

Market  prices 

Order  entry 

Design  engineer 

Drawings 

Factory  setup 
optimization 

Programmer 

Program  library 

Program  construction 
and  analyses 

Journalist 

Story  materials 

Word  processing 

Military  strategist 

Weapons  systems 

Simulations 

3wer  the  cost  of  computing, 
working. 


fingertips.  Simple  English-like  inquiries  let  you  call  up  pre- 
cise data  on  a  video  terminal  or  print  out  a  concise  report. 

This  capability,  a  virtually  indispensable  management 
tool,  has  been  available  on  every  HP  3000  since  1974.  In  fact, 
it  was  the  first  data  base  management  program  you  could 
get  on  a  small  computer.  And  today,  literally  thousands  of 
HP  systems  are  making  use  of  IMAGE. 


m 


A  family  that 
communicates  easily. 

This  is  the  key  to  the  distributed  processing 
environment  of  the  80's.  Information  in  all  your  com- 
puters, from  small  dedicated  systems 


to  the  larger  general  purpose  processors,  should  be  accessible 
to  various  levels  of  management.  At  the  touch  of  a  few  keys. 
And  without  costly  programming. 

That's  why  we  developed  DS/3000,  a  simple  link 
between  our  computers  that  lets  you  use  the  data  and  capa- 
bilities of  remote  systems  as  if  they  were  in  the  same  room 
with  you. 

We've  also  added  links  to  IBM  mainframes.  So  your 
people  using  the  HP  3000  can  share  important  data  with  the 
central  computers. 

If  you're  looking  for  ways  to  lower  your  computing 
costs  and  increase  productivity  at  the  same  time,  look  at  the 
HP  3000  family  of  business  computers  that's  been  doing  both 
since  1974.  And  we  promise  you  fast  delivery,  too.  So  call  your 
local  HP  office  listed  in  the  White  Pages  and  get  a  demon- 
stration of  real  compatibility.  Or  write  for  complete  informa- 
tion to  Hewlett-Packard,  Attn:  Bob  Bond,  1 1000 Wolfe  Road, 
Dept.  3464,  Cupertino,  CA  95014. 


PACKARD 


\  THE  NEW  HP  3000  SERIES  30 

When  you  need  to  combine  local  data  access  with  economy,  the 
new  Series  30  is  a  practical  solution.  It's  a  fast,  full-function 

stand-alone  computer,  or  a  responsive  station  in  a  distributed 

processing  network.  From  $49,750. 


(4) 

Transaction  Processing 

While  the  focus  is  shifting  to  manager- 
ial and  professional  productivity,  there  are 
still  untapped  opportunities  to  raise  cleri- 
cal white-collar  productivity  and  to  cap- 
ture and  store  more  meaningful  opera- 
tional information  through  further  im- 
provements in  the  processing  of  routine 
transactions  Earlier  waves  of  computeri- 
zation often  tried  to  raise  productivity  by 
fragmenting  and  in  most  cases  deperson- 
alizing repetitive  transaction  processing 
By  redistributing  and  networking  elec- 
tronic processing  and  storage  resources, 
systems  designers  (working  with  behav- 
lonsts)  are  enlarging  clerical  jobs  by  pro- 
viding more  powerful  multimedia  record- 
keeping and  processing  support  to  indi- 
viduals directly  at  their  own  work  stations 
In  this  way.  a  given  individual  can  be 
assigned  responsibility  to  handle  a  com- 
plete transaction.  Not  only  is  it  more  re- 
warding to  the  person  doing  the  work,  but 
it  also  eliminates  the  information  delays 
and  overhead  controls  needed  when 
information  is  passed  between  work 
centers. 

For  example,  one  bank  is  now  using 
electronically  assisted  work  stations  to 
enable  each  clerk  to  process  all  incoming 
transactions  and  microfilm  important 
original  documents  from  a  given  set  of 
customers — all  in  one  step.  The  same 
clerk  can  subsequently  retrieve  either  the 
computer-stored  transaction  data  or 
those  microfilm  images  for  customer  ser- 
vicing and  reconciliation.  In  addition  to 
raising  transaction  processing  productiv- 
ity, these  clerks  feel  a  heightened  sense  of 
accountability  to  their  "customer  consti- 
tuencies''  and  have  first-hand  familiarity 
with  the  total  transaction  cycle  to  be  more 
responsive  when  handling  customer 
requests. 

(5) 

PERSONAL  PROCESSING 

Managerial  and  professional  work  is 
not  procedure  —  or  transaction  —  driven 
like  most  clerical  work.  The  more  diverse 


kinds  of  origination,  absorption,  and  anal- 
ysis of  information  by  managers  and  other 
professionals  can  be  greatly  enhanced  by 
making  computer-processing  and  data- 
storage resources  interactively  available 
on  a  personalized  basis  One  manufac- 
turer reports  a  tripling  of  engineering  pro- 
ductivity through  the  use  of  interactive 
graphics  design.  Furthermore,  once  cap- 
tured, electronic  drawings  flow  directly 
(error-  and  delay-free)  to  both  the  manu- 
facturing floor  and  into  maintenance  pub- 
lications without  any  intermediate  manual 
or  paper  steps 

One  form  of  personal  processing  is 
available  to  professionals  on  the  move, 
such  as  salespeople.  More  and  more 
insurance,  packaged  goods  and  industrial 
design  salespeople  are  carrying  around 
portable  terminals  which  allow  them  to 
access  remote  processing  power  through 
conventional  telephones.  While  many  of 
the  programs  are  canned,  the  effect  of 
personalized  computing  is  created  by  the 
discretion  with  which  the  terminals  are 
used  in  response  to  (and  often  m  view  of) 
customers.  Also,  field  engineering  people 
are  beginning  to  use  portable  micro- 
computers to  help  diagnose 
electromechanical  and  electronic 
equipment  failures  on  the  spot.  Other 
more  specialized  professional  users  of 
personal  processing  are  operations 
researchers,  scientists,  actuaries, 
accountants  and  financiers. 

These  forms  of  personal  processing 
are  limited  mainly  to  certain  professionals 
with  a  quantitative  analytical  bent,  but 
nearly  every  professional  generates 
words  in  the  form  of  memoranda  and  re- 
ports. And  while  few  professionals  other 
than  journalists  and  those  with  a  compu- 
ter orientation  are  likely  to  use  keyboards 
extensively  to  originate  words,  a  growing 
number  do  use  automated  dictating  sys- 
tems. In  consequence  many  are  begin- 
ning to  rely  on  interactive  terminals  for 
format,  review,  editing,  receipt  and  anno- 
tation of  word-processed  documents. 
Moreover,  it  is  becoming  logical  to  tie 
localized  word  processing  systems  to- 
gether in  networks  (assuming  they  are 
compatible)  to  provide  the  electronic 


information  transfer  function  described 
earlier 

Even  as  most  managers  and  profes- 
sionals cling  to  hand-writing  or  personally 
dictating  their  memos  and  reports,  secre- 
tarial and  typing  productivity  are  going  up 
rapidly  as  better  human  and  mechanically 
engineered  word  processing  systems  are 
installed  as  stand-alone  units  or  in  clus- 
tered architectures 

(6) 

ACTIVITY  MANAGEMENT 

The  preceding  five  categories  of  user 
applications  are  passive,  in  that  the  auto- 
mated systems  respond  to  end-user 
stimuli.  However,  during  the  1980  s,  com- 
puter and  office  equipment  systems  will 
play  a  more  active  role,  based  on  such 
threshhold"  triggers  as  pre-program- 
med events  or  elapsed  time  intervals 
These  systems  will  help  end-users 
manage  activities  more  effectively  and 
with  less  wasted  effort. 

As  examples: 

•  Controlling  and  communicating  people 
activities  consume  the  bulk  of  many 
managers'  time.  Being  able  to  tune  in  on 
other  people's  calendars  can  be  invalu- 
able, if  used  judiciously,  in  setting  up 
meetings.  Also,  in  a  matrix  manage- 
ment environment  the  ability  to  maintain 
a  master  schedule  of  all  meetings  is 
especially  important  in  preventing 
schedule  conflicts.  Once  established, 
the  calendar  system  can  then  automat- 
ically generate  reminders  and  distribute 
advanced  agenda,  even  right  up  to 
meeting  time. 

•  Protect  and  task  management  are  other 
people-related  applications.  Being  able 
to  track  progress  readily  through 
automated  time  and  cost  data 
collection  and  retrieval  systems  is  one 
benefit.  More  actively  though,  the  sys- 
tem can  generate  or  expedite  task  re- 
minder "needles''  automatically  until 
notified  of  task  completion.  If  used  un- 
wisely, these  systems  could  quickly 
become  an  unwelcome  irritant;  con- 
versely, they  have  the  potential  of  reliev- 
ing the  frequent  frustration  and  dis- 


Only  Qyx  can  live  up  to  this  challenge. 

Now  there  is  one  desk-top  typewriter 
that  can  actually  step  up  its  capability  to 
meet  the  growing  paperwork  demands  of 
your  office,  without  ever  changing  its  size! 

From  typing  a  letter  to  "mailing"  it! 

Qyx  (pronounced  "quicks"),  from  Exxon 
Information  Systems,  can  do  more  for  you 
than  you  ever  thought  possible  from  a 
typewriter.  From  simply  handling  your  cur- 
rent typing  needs  better ...  to  storing  and 
editing  text  ...  to  displaying  text.  And,  a 
spectacular  leap  forward  for  a  typewriter. 
Qyx  can  even  mail  a  letter  electronically, 
office-to-office,  in  20  seconds— dialing 
right  from  the  keyboard! 


You  add  in  the  power  you  want. 

It's  easy  to  make  Qyx  grow  with  your  needs. 
By  simply  adding  the  capability  you  need 
into  it,  right  at  your  secretary's  desk!  This 
means  you  never  pay  for  more  than  you  need. 
Yet  you  always  have  the  capacity  for  more. 

Qyx  adds  In  yet  another  benefit: 
prompt  delivery. 

Your  company  can  readily  experience  the 
benefits  this  powerful  typewriter  can  provide. 
Because  delivery  time  is  now  as  short  as 
30  days  in  most  cases. 

For  your  private  demonstration  of  Qyx", 
The  Intelligent  Typewriter:  please  call 
800-345-8123  Toll  Free  (in  Pennsylvania, 
call  800-662-7171),  or  return  this  coupon. 


Qyx 


INFORMATION 
SYSTEMS 


For  a  private  demonstration  write  to  Qyx, 
Box  400,  Lionville,  PA  19353. 


Name 

Title 

Company 

Phone 

Address 

City  Stale  Zip 

Qyx  and  The  Intelligent  Typewriter  are  trademarks  ol  Exxon  Corp 


HPfc  long-range  plan  t 
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In  1974,  Hewlett-Packard  introduced  the  first  in  a  line 
of  general  purpose  computers  that  would  remain  compatible 
with  our  next  generation  systems.  And  the  next. 

Today,  the  three  members  of  the  present  HP  3000 
family  can  use  programs  developed  on  our  five-year  old  sys- 
tems. (And  if  you  have  an  earlier  model,  we  can  easily  upgrade 
it  for  you  to  perform  on  a  par  with  our  latest  computers.) 

Lowering  the  boom 
on  software  costs. 

Hardware  prices  keep  coming  down.  But  software 
costs  keep  going  up,  and  they're  going  to  take  a  larger  and 
larger  bite  out  of  your  future  EDP  budget.  Fortunately,  we 
can  help  you  reverse  this  spiral. 

Within  the  HP  3000  business  computer  family,  you 
can  use  the  same  operating  system,  the  same  five  languages, 
and  the  same  links  for  building  distributed  networks. 

Suppose  your  EDP  staff  writes  a  program  to  run  on 
our  largest  system  in  your  central  office.  You  also  want  to  use 
it  on  a  smaller  HP  3000  at  an  office  half 
way  across  the  country.  Instead  of 
spending  months  adapting  the 


program,  you  can  simply  transmit  the  same  software  by 
phone  to  the  smaller  system.  And  you're  off  and  running. 

Not  only  is  your  valuable  application  software  trans- 
ferable between  HP  3000s,  you'll  be  able  to  run  it  on  future 
family  members.  So  you  won't  get  stuck  with  obsolete  pro- 
grams on  your  hands. 

Making  management 
information  more  manageable. 

One  of  our  earliest  goals  was  to  develop  data 
base  management  software  that  wouldn't  be  outdated 
by  hardware  changes  in  the  HP  3000  family. 

The  result:  IMAGE/3000,  an  award-winning 
system  that  puts  peitinent  information  right  at  your 
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All  prices  are  U. 


1978: 


THE  HP  3000  SERIES  HI. 
top-©f -the-liae  model  is  powerful  enough  for  a  large  number  of 
users  to  perform  many  different  tasks  simultaneously,  such  as  order 

management  reporting  or  running  the  payroll.  It  can  also  be 
;  inked  in  a  distributed  processing  network  with  other  members  of  the 
HP  3000  family.  From  $105,000. 


"1 


/ 


wwmany 
copies!! 


IF  COPYING  COSTS  ARE  EATING 
YOUR  COMPANY  ALIVE- 
CALL  US  •  Over  six  billion  dollars  was  spent  on  making  copies  last  year.  That's  three  billion  more 
than  in  1970.  It's  costs  like  these  that  drive  controllers  crazy,  presidents  berserk,  stockholders 
up  walls.  It  is  conservatively  estimated  that  20%  of  all  copies  made  today  are  unnecessary. 
And  that  30%  or  more  are  made  on  the  wrong  machine  resulting  in  a  50%  to  60%"extra "charge 
to  you  for  each  copy  made.  We  can  control  it  for  you.  Our  electronic  copy  control  system  can 
tell  you  everything  you  want  to  know  about  every  copy  made.  Who  made  them  and  how  many 
were  made.  We  can  break  it  down  by  clients,  by  job— by  almost  any  set  of  controls  you  want. 
And,  with  100%  confidence  you  can  substantiate  to  anyone  all  your  copy  costs.  You'll  be  back 
in  control  of  your  copiers,  back  in  control  of  your  copying  costs! 

AMi  Infortext 

WE  SELL  INFORMATION. 

Call  800/323-7792.  III.  residents  call  collect,  312/870-5189  •  191 1  Rohlwing  Road,  Rolling  Meadows,  IL  60008  •  A  Division  of  AM  International 


YOU'RE  LOOKING  AT  THE  I 


It's  called  the  Library  of  Congress. 
Every  year  almost  a  million  new  books, 
ecords,  films  and  other  pieces  of  information  arrive 

kmc. 

Joining  a  collection  that  already  numbers 
>ver  75  million  items. 

How  do  they  ever  keep  track  of  all  that? 
With  patience,  resourcefulness, computers, 


and  millions  of  catalog  cards.  Cards  produced  with 
the  help  of  a  Xerox  electronic  printing  system. 

Information  about  each  new  title  is  entered 
into  a  computer.  The  Xerox  system  takes  this  infor- 
mation straight  from  the  computer.  Then,  using 
laser  beams,  it  prints  out  sheets  of  catalog  cards 
at  an  incredible  two  sheets  a  second. 

In  runs  of  one,  or  one  hundred  thousand, 


WORLD'S  LARGEST  "IN"BOX. 


or  whatever  is  needed.  Because  the  worlds  largest  "In"  box  also 

All  of  which  is  important,  since  the  Library  happens  to  be  one  of  the  worlds  largest 

doesn't  just  print  these  cards  for  its  own  use.  It  "Out"  boxes, 
sends  them  out  to  as  many  as  100,000  other 

libraries,  all  over  the  country.  VF~It!f~lV 

Which  is  another  reason  the  Library  of  I  \V_//\ 

Congress  uses  this  Xerox  information  management 

SyStem.  XEKOX®  is  j  trademark  of  XEROX  CORPORATION 


appointment  that  come  from  uninten- 
tionally missed  commitments  and  the 
time  wasted  chasing  down  the  status  of 
other  people's  commitments. 
A  closely  related  application  is  informa- 
tion tracking,  which  enables  an  end- 
user  to  readily  ascertain  the  status  of 
any  pending  replies  to  memos  and 
requests  for  information,  as  well  as 
automatically  generating  reminders  to 
respond.  Such  systems  also  could  pro- 
vide a  chronology  of  communications 
events  and  associated  documents  that 


might  occasionally  be  useful  to  retrack. 
•  Facilities  activity  management  systems 
relate  to  computer  numerical  control  of 
machine  tools,  energy  conservation, 
security  and  comfort,  often  sharing  the 
same  computers,  communications  sys- 
tems, or  even  input/output  devices.  This 
family  of  systems  is  growing  rapidly  as 
factory  productivity,  energy  and  secu- 
rity intensify  as  management  concerns. 
Also,  more  subtle  and  still-  to-be-deter- 
mined  cross-elasticities  exist  among  au- 
tomated applications.  (Exhibit  4).  For  ex- 


ample, a  speech  message  (information 
transfer)  system  might  displace  some 
portion  of  conventional  telephone  calling 
(conferencing).  Or  an  activity  manage- 
ment system  which  can  automatically 
generate  reminders  or  trigger  other 
actions  might  displace  the  information 
retrieval  required  to  prepare  a  human- 
triggered  action. 

The  electronic-based  solutions  certain- 
ly look  promising  and  exciting.  But  how 
can  potential  users  decide  upon  and  im- 
plement these  solutions7 


EXHIBIT  4 
SIMPLIFIED  DIAGRAM  OF 
CROSS  ELASTICITIES 
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[Process  data...Process  words 

You  can  do  both  with  Mohawk 
I  Data  Sciences  Series  21  distributed 

information  systems.  That's  why 
khey're  among  the  fastest-selling  in 
the  industry.  Smart  buyers  all  over 
the  world  realize  that  many  of  the 
I  features  of  the  office  of  tomorrow 
are  here  today... with  Series  21 
;  systems. 

For  distributed  processing,  Series 
21  systems  offer  a  basketful  of  fea- 
:ures.  They're  easy  to  install  and 
simple  to  operate.  They  have  big 
:lear  screens  and  touch-typing  key- 
boards. And  they  handle  almost 
any  remote  site  application... order 
intry,  invoicing,  inventory  control, 
)lant  scheduling,  payroll  prepara- 
ion,  labor  distribution,  personnel 
ecords...the  list  is  endless. 

Plus  fuli  word  processing  ca- 
>ability.  With  Series  21  systems,  you 


get  all  the  up-to-the-minute  fea- 
tures needed  to  electronically  create 
and  edit  your  business  docu- 
ments-letters, reports,  proposals, 
manuscripts.  Repetitive  typing  is 
eliminated.  Error  correction  is  fast 
and  simple.  And,  of  course,  you  get 
picture-perfect  printing  of  finished 
texts. 


Learn  more  about  the  double- 
duty  Series  21  systems  from 
MDS...the  company  that  sells  and 
services  its  systems  in  50  countries 
throughout  the  world.  Fill  out  and 
mail  coupon  today. 


PLEASE  FORWARD  MORE  INFORMATION  ON  THE  MDS  SERIES  21  AND  WORD  PROCESSING 
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Company 


Address 


Zip 
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Series  21  is  a  trademark  of  Mohawk  Data  Sciences 


MOHAWK 
DATA 

SCIENCES 


1599  Littleton  Road.  Parsippany.  N.J.  07054 
(201)  540-9080. 


DISTRIBUTED 


How  Honeywell  helps  make 
computer  power  more 

accessible  to  the  people  who 

need  it  most. 


D 


istributed  Processing. 
To  some  it's  a  terminal.  To 
others  it's  a  minicomputer.  To 
still  others  it's  a  network.  At 
Honeywell,  it's  an  environment 
-the  Distributed  Systems 
Environment  that  we  call  DSE. 

DSE  is  hardware. 

The  elements  are  all  there: 
from  terminals,  to  satellite 
minicomputers,  to  network 
processors,  to  large-scale  host 
processors. 

DSE  is  software. 

Software  that  ties  elements 
together  so  they  can  talk  to 
each  other.  Software  that  organ- 


izes and  accesses  data  bases. 
Software  that  handles  all  kinds 
of  transactions,  assures  privacy 
and  security,  and  makes  end- 
user  elements  easy  to  use. 

DSE  is  a  design 
philosophy. 

A  philosophy  that  accommo- 
dates the  need  for  change,  for 
growth,  for  flexibility,  for  what- 
ever levels  of  autonomy  you 
want  each  element  to  have. 

A  philosophy  that  helps  you 
design  an  information  system 
that  works  the  way  you  work. 

The  necessary 
experience. 

Honeywell  has  been  building 
distributed  systems  for  years. 
We've  installed  them  and 
supported  them  all  over  the 
world.  We  know  the  advantages 
of  evolution.  And  we  can  pro- 
vide a  smooth  transition  from 
conventional  to  distributed 
processing. 


Control.  Its  what 
managers  need  most. 

From  the  most  complex  com- 
puter systems  to  the  simplest 
control  devices,  providing  bet- 
ter ways  to  help  you  control 
your  business  has  always  been 
our  business  at  Honeywell. 

For  more  information  on  the 
Distributed  Systems  Environ- 
ment, write  Honeywell, 
200  Smith  Street  (MS  487), 
Waltham,  Massachusetts  02154. 


Where  computers  and  control  come  together. 


Honeywell 


As  a  prerequisite  to 
implementing  these  systems, 
it  is  necessary  to  envision 
the  organizational  levels  on 
which  they  operate  and  the 
degree  to  which  they  link 
the  functional  responsibilities 
of  these  strata. 


PRINCIPAL  ACTIVITY/RESPONSIBILITY 


Each  application  category  bears  a  dis- 
tinct degree  of  applicability  to  each  of 
these  five  levels  of  office  work. 


1.  SENIOR  MANAGEMENT 


2.  MIDDLE  MANAGEMENT 


3.  LOWER  MANAGEMENT 


4.  OTHER  PROFESSIONALS 


5.  CLERICALS 


Unstructured  decision  making 


Structured  decision  making 


Supervision 


Work  products 


Transactions 


TYPICAL  DEGREE  OF  APPLICABILITY 


Level 

Conferencing 

Information 
Transfer 

Information 
Retrieval 

Transaction 
Processing 

Personal 
Management 

Activity 

1, 

H 

M 

L 

L 

M 

L 

2. 

M 

H 

M 

M 

H 

M 

3. 

H 

L 

L 

H 

L 

H 

4. 

M 

M 

H 

M 

H 

M 

5. 


H  =  High 
M  =  Medium 
L  =  Low 


A  FAST  MOVING  COMPANY  CANT  AFFORD 
TO  WAIT  FOR  ITS  COMPUTER  TO  CATCH  UP. 


So  you've  got  to  make  sure  the  computer  system  you  select 
today  will  be  able  to  handle  your  data  processing  needs  tomorrow. 

The  best  way  to  make  sure  is  to  make  the  move  to  Data  Gen- 
eral ECLIPSE'"  Data  Systems.  They're  a  family  of  compatible 
interactive  business  systems  with  a  very  broad  range  of  advanced 
features  and  configurations.  In  short,  there's  an  ECLIPSE  Data 
System  for  just  about  every  stage  of  a  company's  growth,  whether 
it  is  for  stand  alone  applications  or  part  of  a  distributed  data 
processing  network. 

Compatibility  means  you  select  the  ECLIPSE  system  that's 
right  for  your  company  now,  and  grow  in  economical  steps  with- 
out wasting  investments.  Programs  you  develop  now  can  run  on 
other  ECLIPSE  Data  Systems  in  the  family. 

Start  out  with  our  entry  level  ECLIPSE  C/150.  Like  every 
member  of  the  ECLIPSE  family,  it  handles  multiple  interactive 
terminals,  and  offers  a  range  of  standard  commercial  program- 
ming languages. 

Our  C/350,  mid-range  ECLIPSE  Data  System,  manages 
interactive  processing,  as  it  simultaneously  schedules  batch  pro- 
cessing for  routine  jobs  or  daily  reports. 

Our  ECLIPSE  M/600,  mini-mainframe  combines  the  workload 
capacity  of  a  much  larger  mainframe  with  the  economics  of  an 
interactive  minicomputer. 


You  can't  afford  to  wait.  Start  out  with  Data  General  now.  Our 
computers  are  already  keeping  up  with  the  growth  of  users  like 
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the  Boeing  Company,  the  General 
Electric  Company,  Eastman  Kodak 
Company,  and  thousands  of  others 
all  over  the  world.  Write  or  call, 
or  send  in  the  coupon. 

I  

□  I  can't  afford  to  wait.  Send  full  information  on  ECLIPSE 
Data  Systems. 


"I 


Name 

Title 

Company 

Tel.  No. 

Address 

City 

State 

Zip  Code 

Mail  To:  Data  General  Corporation.  Westboro,  MA  01581 

Data  General  Corporation.  Westboro.  MA  01581.  (617)  366-8911.  Data  General  (Canada)  Ltd., 
Ontario,  Canada.  Data  General  Europe.  61  rue  de  Courcelles.  Paris.  France,  766.51.78. 

LData  General  Australia.  (03)  89-0633.  ©  Data  General  Corporation.  1979.  ECLIPSE  is  a 
registered  trademark  of  Data  General  Corporation.  F1112  | 
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IV. 

IMPLEMENTATION 
CONSIDERATIONS 

If  information  systems  can  be  so 
powerful,  why  have  more  business  and 
government  organizations  not  exploited 
their  strategic  potential?  The  answer  is 
that  there  are  five  principal  problems  that 
mutually  contribute  to  the  relative  lack  of 
progress  thus  far: 

•  Behavioral — Most  executives  have  not 
begun  to  realize  how  automated  infor- 
mation systems  can  help  them  and  their 
subordinates  make  higher  quality  deci- 
sions while  raising  managerial  and  pro- 
fessional productivity.  Those  who  are 
aware  often  are  overly  cautious  about 
disrupting  ingrained  work  habits,  atti- 
tudes and  organizational  relationships, 
however  inefficient.  The  solution:  Raise 
executive  awareness  and  confidence 
through  senior  management  education 
programs  followed  up  with  carefully 
selected  high -impact  demonstration 
projects. 

•  Financial — New  computer  and  office 
systems  require  sizable  front-end  fian- 
cial  commitments  for  software  develop- 
ment, implementation  and  hardware. 
Despite  potential  annual  investment  re- 
turns of  25%  or  more,  systems  projects 
must  compete  with  other  investments  in 
the  capital-tight  environment  under 
which  most  businesses  operate.  The  in- 
ability of  systems  advocates  to  package 
their  propositions  effectively  in  terms  of 
"hard"  benefits  often  blunts  any 
chances  they  might  have  for  approval. 
The  solution:  Evolutionary  programs 
with  more  rigorous  justification  pro- 
cesses up  front,  followed  by  measur- 
able' guick-payback,  self-liguidating 
projects. 

•  Technical — "Tomorrow"  will  inevitably 
bring  even  more  exciting  and  econom- 
ically attractive  automated  information 
resources,  but  many  diffident  business 
people  hide  behind  this  perennial  "roll- 
ing" obsolescence  argument  as  an  ex- 
cuse for  doing  little  or  nothing.  While  it 
rarely  pays  a  user  to  be  a  pioneer,  the 
technical  state-of-the-art  is  well  beyond 


the  pioneering  stage  in  nearly  all  the 
previously  described  application  areas. 
Some  real  concerns  do  remain,  how- 
ever, in  the  areas  of  software  maturity 
and  reliability.  The  solution:  Suppliers 
should  focus  their  development  efforts 
on  software  while  offering  modular 
products  and  systems  that  can  con- 
vince users  of  their  ability  to  grow  with 
the  technology  without  forced  replace- 
ments. 

•  Organizational — Most  top-level  cor- 
porate planners  have  not  yet  grasped 
the  strategic  importance  of  the  new 
breed  of  automated  system.  There  is  a 
communications  gap  between  them 
and  the  technicians  who  have  tradition- 
ally planned  and  designed  computer- 
based  systems.  These  computer  tech- 
nicians are  often  oblivious  to  business 
strategies,  since  they  are  rarely  invited 
into  the  formative  stages  of  strategic 
planning. 

Even  where  communications  be- 
tween planners  and  technicians  is  fluid, 
existing  information  systems  manage- 
ment may  be  reluctant  to  embrace  new 
microtechnologies.  They  often  perceive 
them  as  a  threat  to  their  domain,  since 
the  ubiquity  of  intelligent  information 
devices  is  allowing  end-users  to  plan 
and  implement  their  own  applications. 
And  information  systems  managers 
often  wield  the  argument  of  the  sunken 
cost  of  existing  systems  in  their  de- 
fense. Their  bosses  just  as  often  fall 
victim  to  this  economic  argument,  not 
realizing  that  the  traditionally  invoked 
costs  of  direct  EDP  operations  and 
development  account  for  less  than 
10%  of  what  most  corporations  and 
public  agencies  spend  on  their  total 
information  resources.  What  many 
systems  managers  and  their  bosses 
have  not  grasped  is  that  the  strategic 
use  of  automated  systems  forces  an 
even  more  critical  need  for  strong 
central  coordination  and  integrated 
physical  networking  as  information 
resources  become  increasingly  sus- 
pended. The  solutions:  Expand  the 
scope  of  business  planning  and  devel 
opment processes  to  embrace  informa- 


tion systems  and  to  redefine  organiza- 
tional relationships  accordingly. 
•  Implementation — The  final  and  most 
serious  obstacle  to  success  is  imple- 
mentation. It  exposes  and  magnifies 
any  remaining  flaws  in  behavior,  financ- 
ing, technique  or  organization  and  adds 
some  new  problems  of  its  own;  for 
example,  the  critical  mass  "Catch  22" 
of  how  can  one  pilot  a  new  system  to 
pay  as  it  goes  and  limit  risk,  and  yet 
make  it  extensive  enough  to  encom- 
pass sufficient  of  the  many  external  and 
interdepartmental  information  flows  in- 
volved in  a  management  decision  pro- 
cess or  a  professional  work  product. 
Conversely,  how  much  of  the  mountain 
of  hitherto  unstructured  information 
can  one  afford  to  index  and  capture  in  a 
structured  information  retrieval  system 
before  turning  the  system  "on,"  versus 
running  the  risk  of  not  offering  enough 
readily  available  information  to  attract  a 
sufficient  number  of  paying  users.  The 
solution:  Invest  before  large-scale  im- 
plementation in  some  thorough  plan- 
ning and  feasibility  analysis,  and  think  in 
terms  of  both  pilots  and  a  few.  selected 
across-the-board  applications. 
These  five  potential  problems  clearly 
signal  that  the  strategic  application  of 
information  systems  requires  some  stra- 
tegic planning  of  its  own  before  effective 
implementation  can  be  assured.  A  recent 
survey  of  more  than  300  systems  execu- 
tives pointed  up  their  current  perceptions 
of  obstacles  (Exhibit  5) 

Lack  of  experience,  planning  and  orga- 
nizatfonal  focus  dominate  their  concerns. 
To  meet  these  concerns,  it  is  necessary  to 
outline  a  coordinated  approach  to  sys- 
tems strategic  planning  and  then  to  define 
the  organizational  issues  that  need  to  be 
resolved  before  successful  implementa- 
tion can  take  place. 

Successful  systems  strategic  planning 
involves  ten  steps: 

1 .  Understand  Business  Strategies — 
Depending  on  the  business,  strate- 
gies may  be  explicit,  implicit  or  not 
fully  developed.  If  not  explicit, 
assumptions  should  be  made  for 
each  major  business  unit  and  their 
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General  Electric  Credit  Corporation  leases  mainframes, 
supers,  minis,  micros,  the  terminals  to  display  your  data,  the 
printers  to  print  your  readouts  and  all  other  peripherals. 


GECC  already  has  $600  million  of  computer 
equipment  on  lease.  And  we're  ready,  willing  —  and 
able  —  to  lease  a  lot  more. 

So  you  can  count  on  us  to  handle  just  about  any 
computer  leasing  needs  you  can  come  up  with. 

GECC  has  the  experience  and  know-how  to  han- 
dle anything  from  single  investor  tax-motivated  leases 
for  small  business  computer  installations  to  leveraged 
lease  transactions  for  major  systems.  And  our  leasing 
programs  make  equipment  updates  and  add-ons  sim- 
ple and  easy. 

But  it  takes  more  than  money  to  structure  a  great 
lease.  It  takes  great  people.  Your  GECC  representa- 
tive is  a  pro  who  understands  your  needs  and  knows 
how  to  come  up  with  the  best  possible  leasing 
alternative. 

Find  out  for  yourself  what  makes  GECC  one  of  the 
biggest  names  in  computers.  Call  John  J.  Seimetz  at 
(203)  357-4597.  Or  write: 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices 

260  Long  Ridge  Rd  •  Stamford,  CT  06902 

One  of  the  biggest  names 
in  almost  everything. 

ATLANTA  (404)  451-5921 .  BATON  ROUGE  (604)926  7905.  BOSTON  (617)272  8540.  CHARLOTTESVILLE  (804)293-7492.  CHICAGO (31 2) 858-8650.  CLEVELAND (216) 842-6333,  C0LUM8IAi301 1 
997-4990,  DALLAS  (214)  234-0648.  DENVER  (303)  320-3660,  DETROIT  (313)  356  1910,  HOUSTON  (713)  661-7106,  LOS  ANGELES  (213)  572  5317,  NEW  YORK  (203)  265  591 1  ORLANDO 
(305)898-8801,  PHILADELPHIA  (609)  779  9011.  PHOENIX  (602)  949  7686,  PITTSBURGH  (412)  923  252C,  SAN  ANTONIO  (512)  341  5828,  SAN  FRANCISCO  (415)  856  01 10  SAN  JOSE  (408 
288-6418,  SEATTLE  (206)  575-2990.  WICHITA  (316)  265  9725 
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Calculators  have  come  a  long  way  in  a 
,hort  time. 

They've  gotten  smaller.  More  sophisti 
:ated.  More  economical.  And  more  reliable. 

And  since  the  beginning,  Canon  has 
seen  a  leader  in  the  calculator  revolution. 

In  1964,  we  introduced  the  world's  first 
10  key  desktop  calculator.  Since  then  a  con- 
inuous  research  and  development  program 
las  enabled  us  to  hold  our  position  as  a 
eader  in  the  calculator  industry.  And  with 
)ur  improved  calculators,  in  reliability  as  well. 


Representing  this  development  has  been 
a  line  of  advanced  printing  calculators  that 
combine  advanced  electronic  technology 
with  simple  adding  machine  like  keyboard. 

Our  display  calculators  have  large,  easy- 
to  read  displays,  fatigue  free  keyboards,  and 
are  unique  in  their  class  for  reliability.  And 
our  line  of  printer/display  calculators  is  the 
perfect  combination  of  digital  display  conve- 
nience and  tape  printout  precision. 

Through  the  years  Canon  has  continually 
expanded  its  technological  and  manufactur 


ing  capability  at  its  Costa  Mesa,  California 
plant  to  meet  the  growing  needs  of  the 
American  consumer.  And  is  producing  the 
most  advanced  calculators— display,  pnnte 
and  printer/display— at  this  modern  produ 
tion  complex. 

Research.  Features.  Reliability.  Value. 
Now  all  from  one  reliable  calculator 
source...  Canon. 

Call  your  local  Canon  dealer  about  the 
full  line  of  Canon  commercial  calculators. 


Get  it  from 
a  reliable  source. 

Canon. 


CHECK  BELOW  FOR  THE  NEAREST  CANON  DEALER. 


ALASKA 

Anchorage  The  Arctic  Office 

Machines  Co  907  277  3527 

Fairbanks  Bower's  Office  Products.  Inc.  907  479-6264 

ARIZONA 

Bullhead  City  The  Booster  602  754-3737 

Flagstaff-Walsh  Bros.  Office  Equipment  602  526  2818 

Glendale  Walsh  Bros  Office  Equipment  602  93 1  -43 1 7 

Lake  Havasu  Parks  Business  Equipment  602  855-8081 

Mesa  Walsh  Bros  Office  Equipment  602  962-4217 

Phoenix  Walsh  Bros.  Office  Equipment  602  244  9721 

Prescott  Seitz  Business  Equipment  602  445  6292 

Tucson  Walsh  Bros  Office  Equipment  602  623  5446 

Yuma  Yuma  Office  Products  602  783  4431 

CALIFORNIA 

Angels  Camp  Calaveras  Office  Supply  209  736  2240 

Artesia  Artesia  Calculator  Service  213  860  2439 

Barstow  Barstow  Stationers  714  256  2161 

Beverly  Hills  Business  Equipment 

Center  213  272  0697 

Bishop  Bishop  Typewriter  Company  714  873  5773 

Blythe  Fisher  Ranch  714  922  4242 

Burney  Hughes  Print  &  Office  Supply  916  335  4596 

Canyon  Country  Quality  Office 

Machines  805  251  1120 

Carson  Astro  Office  Products  213  770-6010 

El  Centro  Crossland  Office  Supplies  714  352  4645 

Fresno  Roy's  Office  Equipment  Center  209  485-0751 

Grand Te'race  PEC.  Ltd.  714  825-6821 

Indio  Indio  Cash  Register  714  347-1500 

Inglewood  Certified  Equipment  Sales 

Company  213  678  7285 

Inglewood  Quality  Business  Machine 

Co  213  671-0075 

Lancaster  Desert  Office  Equipment, 

Inc.  805  942  8466 

Lompoc  Stateside  Office  Supply  805  736  1231 

Long  Beach  California  Calculator  Co  213  422-1291 

Los  Angeles  Angelus  Typewriter 

Company  213  385  7433 

Los  Angeles  Astro  Office  Products  213  770 -6010 

Los  Angeles  Business  Machines 

Unlimited  213  559  7840 

Los  Angeles  Cassidy.  Cence  &  Marshall  213  627  5491 

Los  Angeles  Westfall  Office  Equipment 

Co  213  385  0021 

Merced  Davis  Typewriter  Company  209  723-2929 

Modesto  L  M  Morns  Company  209  529-3610 

Napa  Allied  Business  Systems  415  444  6383 

Napa  Barwick  Business  Machines  707  224  3128 

Oakland  Allied  Business  Systems  Inc.  415  444  6383 

Orange  P  E  C.  Ltd.  714  997  2404 

Oxnard  Crawford  Business  Equipment  805  486  6348 

Pasadena  Business  Machines  & 

Equip  Co  213  796  5311 

Pomona  Cook  Arthur.  Inc..  Office  Mach  714  629  7630 

Redding  Cascade  Office  Machines  916  241-7921 

Sacramento  Central  Office  Equipment 

Co  916  447  4853 


Sacramento  Golden  State  Business 

Systems  916  441  2917 

Salinas  Dunn's  Office  Equipment  408  424  4861 

San  Diego  Cash  Lewis  Company  714  582  2055 

San  Diego  Pacific  Data  Systems  714  292  4741 

San  Diego  Remco  Business  Products. 

Inc  714  571  1737 

San  Diego  The  Machine  Age  714  277-0151 

San  Francisco  Business  Equipment 

Company  415  392  1005 

San  Luis  Obispo  Dick's  Office  Machines  805  543  7651 

Santa  Barbara  Ayala  Business 

Equipment  Co.  805  682  2338 

Santa  Maria  Tne  Typewriter  Doctor  805  925  6434 

Santa  Rosa  Sampson  Typewriter 

Company  707  542  1838 

Shatter  Shafer  Office  Supply  805  746  3077 

Stockton  Turner  Business  Machines  209  951  7272 

Sunnyvale  Business  Equipment  Co.  415  969  2666 

Van  NuysA  1  Business  Machine 

Company  213  782  3070 

Ventura  Tri  County  Business  Machines  805  647  1258 

Wasco  Shafer  Office  Supply  805  758-6441 

Watsonville  Jim's  Business  Machines  408  724  2575 

Yreka  Top  Office  Products  916  842  1750 

Yuba  City  Mid  Valley  Office  Machines  916  673  7896 

COLORADO 

Boulder  Western  Office  Supply  303  442  4707 
Colorado  Springs  Louden  Office 

Machines  303  473  1  118 

Cortez  Patterson  Office  Equipment  303  565-8478 

Craig  Courier  Office  Supply  303  824  6531 

Craig  Tip  Top  Type  Shop  303  879-0225 

Denver  Independent  Service  Inc.  303  744  7071 
Fort  Collins  Northern  Calc. 

Business  Products  303  493  8848 

Greeley  Bachman's  303  352  7503 

Greeley  Nelson  Office  Supply  303  353  0246 

LaJunta  Gobm's  303  384  4761 

Lamar  Gobm's  303  336-4727 

Rocky  Ford  Gobm's  303  254  3055 

Salida  Leland  Leak  Enterprises  303  539  4365 

Salida  Mountain  Mai!  303  539-6691 

HAWAII 

Hilo  Office  Things.  Inc  808  935  5401 

Honolulu  Office  Things,  Inc.  808  524-0220 

Kahului  Office  Things,  Inc.  808  877  7331 

Kaunakakai  Office  Things,  Inc  808  558  8956 

IDAHO 

Blackfoot  Intermountain  Business 

Systems  208  785  0034 

Boise  A  1  Business  Machines  208  345-0054 

Kellog  Panhandle  Office  Supply  208  786  9101 

Pocatello  Intermountain  Business 

Systems  208  233  3812 

Twin  Falls  Snyder's  Office  Equipment  208  733  7075 


NEVADA 

Las  Vegas  A  1  Office  Machine  Co.,  Inc  702  384  1775 

Reno  Sin  Business  Machines  702  323  3079 

NEW  MEXICO 

AlamogordoThe  Ink  Well,  Inc  505  437  7300 
Albuquerque  American  Computing  & 

Electronics  505  265  9535 

Farmington  Office  Supply  &  Service  Co  505  327  7381 

Gallup  Gallup  Blue  Print  505  863  9396 

Hobbs  I  Got  It  Business  Machines  505  393  3676 
Las  Cruces  Office  Machines  &  Service 

Inc.  505  523  7406 

Lovington  Herb's  Office  Center  505  396  3621 

Portales  The  Office  Center  505  356  4477 

Roswell  John  Office  Supply  505  622  1251 

Santa  Fe  Southwest  Business  Systems  505  982  4224 

Silver  City  Pete's  Business  Machines  505  538  9721 

OREGON 

Burns  Burns  Office  &  Art  Supply  503  573  223 1 

Coos  Bay  Frank's  Office  Equipment  503  269  9383 

Eugene  Oregon  Typewriter  &  Recorder  503  342  2463 

Medford  Valley  Office  Equipment  503  779  4000 

Newport  Kangiser  Office  Supply  503  265  5571 

Portland  Oregon  Typewriter  &  Recorder  503  224  2141 

Roseburg  Roen's  Office  Equipment  503  672  6768 

Salem  Oregon  Typewriter  &  Recorder  503  364  3344 

The  Dalles  Craig  Office  Supply  503  296  5631 

UTAH 

Moab  Spencer's  Printing  &  Stationery  801  259-5735 

Ogden  Intermountain  Office  Equipment  801  399  5826 

Provo  Lloyd's  Business  Machines  801  374  0725 
Salt  Lake  City  All  Makes  Typewriter 

Company  801  328  4941 

WASHINGTON 

Bellingham  Blackburn  Office 

Equipment  206  733  7660 

Clarkston  Hohman  Business  Machines, 

Inc  509  758  8165 

College  Place  Color  Press  509  525  6030 

Everett  Alpine  Office  Equipment  206  252  4164 

Longview  Area  Office  Products  206  636  5924 

Pasco  Basin  Typewriter  Company  509  547-8896 

Seattle  Acme  Office  Machine  Service 

Co.  206  633  3355 

Seattle  McDonald  &  Klein,  Inc  205  527  3700 

Spokane  ABC  Office  Equipment  Co  509  922-4600 

Tacoma  Calculators  Unlimited  206  572  5678 

Wenatchee  Keeter  &  Rodstol,  Inc.  509  663-631 1 

Yakima  Sig's  Office  Machines  509  248  6550 

WYOMING 

Casper  Marv's  Office  Equipment  307  234  0517 

Cheyenne  Frontier  Office  Equipment  307  634  9665 
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EXHIBIT  5 
USERS  PERCEPTIONS*  OF 
INFORMATION  PROCESSING  OBSTACLES 


INADEQUATE  LINKS  BETWEEN  BUSINESS 
AND  SYSTEMS  PLANNING 


INSUFFICIENT  INTERNAL  EXPERIENCE 


IMMATURE  HARDWARE/SOFTWARE 


UNREALISTIC  OR  OVERLY  RESISTANT 
END-USER  ATTITUDE 


SYSTEMS  ROLE  TOO  NARROW 


UNCLEAR  ROLES  AND  RESPONSIBILITIES 


'Over  300  questionnaire  responses  from  user  systems  executives  (6/79) 
Booz,  Allen  survey 


reasonableness  agreed  to  by  the  top 
managements  of  those  units. 

2.  Determine  Critical  Success  Factors 
(CSF's) — The  management  of  each 
business  strategy  requires  a  series 
of  decisions,  some  of  which  are  criti- 
cal to  success  (e.g.,  make-versus- 
buy,  timing  of  market  entry,  debt- 
versus-equity  funding).  In  addition  to 
grasping  which  decisions  are  criti- 
cal, the  systems  planner  must  also 
understand  the  associated  activity 
and  resource  requirements.  Each 
activity  and  resource,  in  turn,  has 
two  sets  of  factors  that  need  to  be 
identified:  one  set  measures  the 
level  of  activity  or  resource  con- 
sumption (e.g.,  activities  pending- 
versus-completed,  resources  avail- 
able versus-consumed),  and  the 
other  set' evaluates  how  well  the  re- 
sults achieved  (e.g.,  sales,  plant  utili- 
zation, human  resource  productivity, 
regulatory  compliance)  satisfy  stra- 
tegic objectives. 

3.  Relate  CSF's  To  Information  Flows 
—  Each  decision,  and  each  activity, 
resource  and  results-measure  de- 
fines a  set  of  management  informa- 
tion needs.  These  needs  are  invari- 
ably interrelated,  and  the  content, 
timeliness,  accuracy  and  form  of  the 
information  to  be  consumed  should 
be  interpreted  in  terms  of  who  the 
users  are  and  what  their  analytical 
and  decision  processes  are  likely  to 
be.  Allowances  should  be  made  for 
the  variations  in  personal  behavior 
and  style  that  inevitably  alter  infor- 
mation consumption  patterns  over 
time.  The  likely  sources  (both  exter- 
nal and  internal)  of  the  information 
should  then  be  traced,  and  rudimen- 
tary flows  from  source  to  use  estab- 
lished. 

4.  Develop  Information  Technology 
Assumptions — Just  as  the  formula- 
tion of  a  business  strategy  is  based 
on  environmental  and  economic  as- 
sumptions, so  must  a  systems  strat- 
egy be  based  on  assumptions  relat- 
ing to  the  availability,  price  and 


performance  of  hardware,  software, 
telecommunications  and  related 
materials.  Most  of  the  forecasts 
upon  which  these  assumptions  can 
be  based  are  readily  available  from 
trade  publications  and  technical 
consultants. 
5.  Conceptualize  Information  Systems 
Solutions — This  involves  matching 
up  the  information  flows  and  tech- 
nology assumptions  derived  in  the 
two  previous  steps  with  an  ordered 
list  of  potential  applications  such  as 
described  under  the  heading  of 
Electronic-Based  Solutions.  The  re- 
sultant individual  solutions  that  are 
selected  then  need  to  be  blended  in 
terms  of  their  physical  (i.e.,  architec- 


tural) requirements.  Architectural 
considerations  relate  to  the  physical 
deployment  and  sharing  of  input/out- 
put, processing,  storage  and  soft- 
ware resources  and  the  degree  to 
which  they  are  made  directly  avail- 
able to  end-users  and  to  each  other 
through  communications  net- 
working. 

6.  Prioritize  The  Solutions — Systems 
solutions  typically  vary  widely  in 
terms  of  their  importance  in  the 
attainment  of  business  strategies, 
although  those  of  lesser  importance 
often  are  prerequisites  for  more  im- 
portant applications.  This  initial  cut 
at  prioritization  should  be  based  pri- 
marily on  a  qualitative  evaluation  of 
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EXHIBIT  6 

WHO  SHOULD  HAVE  THE  TOP-LEVEL  RESPONSIBILITY  FOR 
PLANNING  AND  COORDINATING  INFORMATION 
SYSTEMS/RESOURCES 


Among  Ranking  Specific  Categories  of  Respondents 
Other  Systems 
All         Manufacturing       Private  Vice 
Executives        Industry           Sector  Presidents 

CEO/COO 

18% 

15% 

19% 

27% 

Chief  Financial  Officer 

28 

34 

16 

25 

Chief  Planning  Officer 

9 

8 

11 

13 

Chief  Information/ 
Computer  Executive 

81 

82 

80 

80 

Line/Division  Executive 

25 

26 

23 

29 

Other 

9 

11 

13 

13 

Total 

170% 

176% 

162% 

187% 

Source  Booi  Allen  &  Hamilton  survey  ol  over  500  U  S  business  executives 
(mostly  at  the  "Corporate  Level)  during  early  1979 

how  critical  each  potential  solution 
would  be  to  the  achievement  of  the 
business  strategy  it  supports,  and 
secondarily  on  any  building-block 
interrelationships  among  solutions. 
Determine  Resource  Requirements 
—  This  involves  sizing  the  potential 
solutions  and  their  associated  archi- 
tecture. It  also  i  equires  estimates  of 
the  people  required  to  develop  and 
operate  the  system  and  the  cash 
outflow  to  fund  both  development 
and  operation.  In  addition  to  quan- 
tity, the  quality  of  each  set  of  tech- 
nical and  human  resources  should 
be  determined. 


8  Understand  The  Available  Resource 
Base — To  stimulate  fresh  and  inci- 
sive thinking  about  needs  and  solu- 
tions, the  planning  process  intention- 
ally has  been  structured  up  to  this 
point  to  avoid  the  issues  of  technical, 
human  resource  of  funding  avail- 
ability. However,  the  pace  of  any 
practical  plan  has  to  recognize  and 
strive  to  make  maximum  progress 
within  availability  constraints,  and  the 
purpose  of  this  step  is  to  identify 
these  constraints.  The  scope  of  this 
assessment  should  include  the  qual- 
ity as  well  as  the  raw  capacity/quan- 
tity of  the  existing  technical  and 


human  infrastructure  within  the 
organization. 
9.  Time-Phase  The  Solutions — The  pri- 
ority sequencing  of  solutions  was 
largely  determined  in  the  sixth  step. 
Now  the  solutions  must  be  paced  to 
the  quality  and  capacity  of  develop- 
ment and  operational  resources  cur- 
rently available,  plus  those  which  the 
organization  can  justify  adding  in  the 
future.  Many  businesses  undermine 
their  own  strategic  interests  by  taking 
an  unnecessarily  narrow  view  of  their 
ability  to  fund  and  support  beneficial 
systems  projects.  They  often  limit 
themselves  by  artificial  year-to-year 
ceilings  on  computer  and  office 
equipment  spending,  rather  than 
looking  at  the  broader  trade-offs  from 
the  perspective  of  cumulative  ROI 
and  strategic  management  effective- 
ness. 

10  Define  The  Management  Process  — 
In  the  past,  too  many  thickly  docu- 
mented long-range  systems  plans 
have  wound  up  gathering  dust  on 
shelves.  This  is  usually  due  to  the  ab- 
sence of  any  strategic  relevance.  But 
often,  a  plan's  "death"  has  also  been 
preordained  by  the  simplistic  as- 
sumption processes  were  adequate 
to  support  new  systems  solutions. 
Elevating  information  systems  to  the 
decision  support  level  requires  sys- 
tems executives  to  upgrade  their 
own  organization,  feasibility,  devel- 
opment and  operations  techniques. 
And  these  new  techniques  should  be 
defined  within  the  plan  itself.  For  ex- 
ample, if  managerial  /  professional 
productivity  is  the  rationale  for  cer- 
tain new  office  systems,  the  plan  has 
to  come  to  grips  with  the  knotty  issue 
of  how  to  quantify  productivity  at 
these  levels.  Furthermore,  as  new 
systems  reach  out  and  directly  touch 
end-user  involvement  in  the  plan- 
ning, development  and  operational 
processes,  fresh  questions  arise. 
Roughly  50%  of  the  respondents  to  a 
survey  asking  where  corporate  respon- 
sibility should  be  lodged  in  dealing  with 
strategic  issues  related  to  information 
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processing,  agreed  that  it  should  be 
shared  at  the  top  level.  (Exhibit  6)  The 
chief  information  /  computer  executive 
was  mentioned  most  frequently  as  one  of 
the  parties. 

Most  businesses  are  at  an  organiza- 
tional watershed  with  respect  to  informa- 
tion systems  and  resource  management. 
A  rethinking  of  their  organizational  struc- 
ture and  management  processes  (for 
feasibility  studies,  development,  opera- 
tions) is  urgently  required  lest  petty  con- 
tentiousness delay  or  mitigate  the  strate- 
gic benefits  to  be  achieved.  While  there 
are  not  pat  solutions,  many  of  the  organi- 
zational issues  to  be  resolved  are 
common: 

•  Who  will  control  overall  information 
policy? 

•  What  blend  of  information  systems  peo- 
ple and  users  will  be  responsible  for: 
— Future  planning  efforts? 

— Feasibility  studies? 
— Systems  development7 


EFFECTS  ON  ORGANIZATION 

Trends  in  the  application  of  technology 
are  mounting  a  challenge  to  traditional 
organizational  thinking  about  information 
systems.  Those  companies  which  have 
pursued  a  pure  decentralized  manage- 
ment philosophy  (with  each  division /de- 
partment planning,  implementing  and 
operating  its  own  systems)  are  finding  that 
the  associated  networking  requirements 
and  data  base  interrelationships  are  forc- 
ing cooperative  working  relationships  and 
common  standards  among  units.  Con- 
versely, organizations  with  centralized 
systems  planning,  implementation  and 
operations  are  threatened  by  a  loss  of 
control  as  end-users  eagerly  acquire  their 
own  microprocessors,  storage  devices 
and  intelligent  office  equipment.  Actually, 
most  larger  businesses  today  face  both 
sets  of  coordination  and  control  prob- 
lems, since  they  have  evolved  various 
combinations  of  central  and  division-level 
responsibilities.  And  the  division-level  sys- 
tems managers  typically  are  caught  in  a 
cross-ruff  between  corporate  and  end- 


users'  department  maneuvers  to  gain 
control. 

Systems  executives  are  more  recep- 
tive than  nonsystems  executives  to  involv- 
ing the  chief  executive  or  operating  offi- 
cer, as  well  as  to  a  broader  sharing  of 
responsibilities  in  general.  The  sharing  of 
planning  responsibilities  through  such 
vehicles  as  steering  committees  and  task 
forces  makes  sense.  But  who  should  be 
responsible  beyond  the  planning  stage 
and  for  what9 

— Quality  assurance? 

— Systems  operation/maintenance9 

•  What  should  the  scope  and  thrust  of 
information  systems  management  be- 
beyond  EDP  relative  to  such  areas  as 
office  automation  and  telecommunica- 
tions? 

•  Similarly,  to  what  extent  and  how  should 
non-systems  executives  and  other  "lay 
people"  become  more  informed  about, 
and  included  in,  information  resource 
management? 

•  How  centralized  or  dispersed  should 
information  systems  management  be 
and  in  what  place(s)  within  the  overall 
structure  should  it  be  positioned? 

•  What  critical  talents  need  to  be  assem- 
bled and  how  can  they  be  effectively 
disciplined? 

•  How  and  when  should  the  organiza- 
tional transition  (if  any)  be  effected7 
These  planning  and  organizational 

issues  can  be  intimidating.  Is  the  effort 
required  to  resolve  them  and  surmount 
the  other  implementing  obstacles  worth 
it?  This  can  be  judged  against  the  positive 
impact  advanced  computer  and  office 
systems  are  capable  of  making  when 
managed  effectively. 


V. 

IMPACT  AND  BENEFITS 

Recently  surveyed  executives  believe 
that  new  forms  of  information  processing, 
such  as  those  described,  can  yield  a 
significant,  number  of  strategic  benefits. 
The  two  most  frequently  cited  benefits  are 
"enhance  decision  making" — 77%,  and 
"raise  managerial/professional  produc- 


tivity"— 67% .  Those  who  consider  them- 
selves "very  successful"  (less  than  15% 
of  all  respondents)  mentioned  "enhance 
decision  making"  even  more  often  (90%). 
They  also  provide  a  clue  to  another  signifi- 
cant benefit  that  grows  with  more  ex- 
perience by  mentioning  "improve  com- 
petitive positioning"  far  more  often  (67% 
versus  48%)  than  other  respondents. 

Based  on  in-depth  case  study  experi- 
ence, most  successful  businesses  accrue 
a  mix  of  four  important  sets  of  benefits. 

•  Attainment  of  Business  Strategies.  Of 
the  nine  productivity  oriented  strategies 
for  the  early  1980's,  to  which  newer 
forms  of  computer,  communications 
and  office  systems  can  provide  critical 
support  to  management,  few  businesses 
can  boast  of  accomplishing  their  infor- 
mation goals  in  even  a  bare  majority.  But 
there  are  numerous  leading-edge  ex- 
amples where  businesses  have  employ- 
ed new  information  systems  to  help 
them  lengthen  a  product's  expected 
overall  life  cycle  while  shortening  its 
development  cycle;  raise  asset  utiliza- 
tion several  points  concurrent  with  in- 
ventory reductions  of  15%  to  25%; 
seize  competitive  advantages  even  as 
they  were  trimming  marketing  and  phy- 
sical distribution  costs;  and  tighten  their 
control  over  both  financial  and  regula- 
tory matters. 

•  Ability  To  Use  Better  Management  Tech- 
niques And  Decision  Processes — As 
described  above,  productivity-boosting 
automated  office  systems  can  facilitate 
more  effective  strategic  management 
techniques.  In  turn,  these  better  tech- 
niques can  be  practiced  most  effectively 
within  more  streamlined  and  less  con- 
strained organizational  structures. 
These  organizational  design  improve- 
ments can  vary  in  form: 

— An  organization  can  move  to  more 
pervasive  and  multidimensional  forms 
of  matrix  management  without  risking 
the  information  overload  that  has  been  a 
limiting  factor.  Systems  architects,  us- 
ing technical  concepts  such  as  relational 
data  bases,  can  now  prepare,  slice  and 
serve  information  in  any  number  of  forms 
(data,  image,  voice)  and  by  any  or  all  of 
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the  five  classical  organization  dimen- 
sions (product,  market,  geography,  func- 
tion, stage) 

— or,  a  more  hierarchically  inclined  or- 
ganization can  capitalize  on  increased 
managerial  productivity  by  broadening 
spans  of  control  and  reducing  unneces- 
sary organizational  layers 
— Alternatively,  many  businesses  have 
traditionally  had  intermediate  structural 
entities  such  as  regions  and  districts  to 
help  facilitate  information  flows  be- 
tween dispersed  customer-oriented 
field  locations  and  policy-making  and 
operations  control  headquarters  ex- 
ecutives. New  distributed  forms  of 
automated  information  resources 
enable  human  resources  to  be  located 
where  they  are  most  effective. 
Salespeople,  for  instance,  can  be  closer 
to  customers  than  to  paperwork  offices, 
financial  executives  closer  to  money 
management  contacts  than  to  book- 
keeping centers,  and  inventory 
managers  closer  to  operations  ex- 
ecutives than  to  recordkeeping  offices. 
— Taken  to  its  extreme,  an  advanced  in- 
tegrated information  system  could  elimi- 
nate all  intermediate  physical  locations 
that  do  not  directly  produce  goods  or 
services  for  customers.  That  might  take 
many  decades,  but  the  potential  is  here, 
now.  to  start  the  simplification  process. 
•  Flexibility  To  Respond  To  Sur- 
prises—  For  years,  mounting  systems 
development  backlogs  have  frustrated 
attempts  by  executives  to  modify  their 
strategies  or  tactics  in  response  to 
dynamic  market,  political,  technological 
or  economic  conditions.  A  simple,  but 
legendary,  example  is  that  of  a  bank 
which  suddenly  found  most  of  its  sys- 
tems inoperative  when  interest  rates 
broke  the  double-digit  barrier  and  the 
programmers  encountered  difficulties 
in  expanding  the  interest  rate  field  to 
double-digit  size. 

One  of  the  most  important  benefits  of 
the  software  design  inherent  in  newer  in- 
formation systems  is  the  ability  of  end- 
users  to  adapt  or  modify  existing  sys- 
tems directly  within  certain  boundaries, 
thereby  bypassing  the  traditional  sys- 


tems maintenance  bottleneck.  This  not 
only  translates  to  more  decision-making 
flexibility,  but  it  also  relieves  the  systems 
department  of  disrupting  high-urgency 
requests  that  siphon  away  the  re- 
sources they  would  otherwise  be  apply- 
ing to  building  new  systems. 
•  White-Collar  Job  Satisfaction — Taking 
the  sluggishness  out  of  information 
flows  opens  up  new  avenues  for  partici- 
patory management  among  peers, 
across  departments,  and  up  and  down 
the  hierarchy.  The  personal  satisfaction 
that  comes  from  this  participation  can 
be  heightened  even  further  by  the  ease 
with  which  new  office  systems  can  track 
down  the  factual  information  needed  to 
apply  individual  ideas  and  exercise  judg- 
ment. 

And,  looking  ahead,  office  furnishings 
manufacturers  see  these  tools  as  a 
strong  rationale  for  users  to  modernize 
overall  office  decor  and  make  the  office 
environment  more  attractive  physically 
as  well  as  functionally. 
Furthermore,  systems  designers  have 
become  sensitized  to  the  need  to  ac- 
commodate individualism  and  "style," 
especially  in  the  software  that  is  under 
development.  No  longer  will  office  work- 
ers be  forced  into  proceduralized  infor- 
mation systems  straitjackets  New  inter- 
active office  systems  will  prompt  a  lay 
person  through  a  personally-tailored 
mix  of  voice  and  touch  commands  to 
process,  store,  access  or  transmit  infor- 
mation. 

As  these  human/machine  interactions 
become  more  routine,  professionals  on 
the  move  will  be  taking  portable  versions 
of  their  desk-top  terminals  with  them  on 
business  travel  or  their  daily  commutes 
The  benefits  to  both  businesses  and  their 
information  workers  from  occasional 
work  at  home  are  substantial.  Profes- 
sionals who  have  had  this  experience  are 
enthusiastic  about  the  reduction  in  com- 
mutation time  and  cost  and.  more  impor- 
tant, the  freedom  to  work  their  own  mix  of 
days  and  hours.  From  the  organization's 
point  of  view,  professional  time  is  better 
utilized,  and  professionals  are  in  closer 
touch  when  they  travel. 


Also  a  few  organizations,  such  as  Con- 
tinental Illinois  Bank,  are  tapping  into  the 
reservoir  of  home-based  white  collar 
workers  through  special  office  com- 
munications systems.  And  independent 
professionals  such  as  stock  brokers, 
travel  agents  and  accountants,  are  more 
and  more  installing  terminals  or  personal 
computers  in  their  home. 


In  summary,  the  latest  wave  of  informa- 
tion technology  is  enabling  businesses  to 
do  a  better  job  of  mixing  and  matching 
both  human  and  automated  resources  to 
meet  business  needs 

Today,  externally  imposed  change 
often  outpaces  the  internal  decision- 
making process.  Businesses  everywhere 
are  intensifying  their  efforts  to  monitor 
their  environment  and  avoid  being  blind- 
sided  So  far  they  have  overachieved  in 
the  collection  of  information,  with  a  resul- 
tant information  overload  condition. 
Where  they  have  fallen  far  short  is  in  being 
able  to  translate  that  information  into 
knowledge,  and  the  knowledge  into  fully 
informed  decisions. 

Therefore,  corporate  strategies  and 
government  policies  can  be  strongly  in- 
fluenced by  the  application  of  new  auto- 
mated information  resources,  especially 
where  productivity  is  the  issue. 

Since  many  of  these  strategic  applica- 
tions are  relatively  new,  there  are  still 
obstacles  to  their  use  While  a  few  of  the 
problems  are  associated  with  the  growing 
pains  of  the  state-of-the-art,  the  more 
challenging  and  fundamental  ones  deal 
with  the  inertia  of  change  in  general.  All  of 
these  problems  can  be  overcome  by  ef- 
fective planning,  coordination  and  con- 
trol. 

Each  business  organization  should  ask 
itself,  "Are  we  prepared  to  exploit  the 
strategic  opportunities  that  information 
technology  is  unlocking?' '  To  be  prepared, 
both  information  systems  managers  and 
line  executives  will  have  to  expand  their 
thinking  and  structure  new  management 
processes  to  address  the  emerging  or- 
ganizational, planning,  behavonal.  techni- 
cal and  implementation  issues. 


er  decades  of  change  and  assimilation,  of  ebbs  and flows  in  the  tide 
immigration,  the  marketing  strategy  on  Maxwell  Street  in  Chicago 
nains:  "Have  I  got  a  deal  for  your  The  buyer  should  beware. 


They  still  do  business 
the  old  way  on 
Maxwell  Street 


yw  a  Jew  fish  crier  down  on  Maxwell 
reet  with  a  voice  like  a  north  wind 
twing  over  corn  stubble  in  January 
I  angles  herring  before  prospective 
I  stomers  evincing  a  joy  identical 
wth  that  of  Pavlova  dancing. 
j  'ace  is  that  of  a  man  terribly  glad 
I  be  selling  fish,  terribly 
id  that  God  made  fish, 
d  customers  to  whom  he  may  call 
•:  ;  wares  from  a  pushcart. 

— Carl  Sandburg 
Chicago  Poems  1916 


By  Bob  Tarn  ark  in 


A mile  from  the  gray  mammoth 
canyons  of  Chicago's  Loop  and 
downtown  area — the  imposing 
granite  and  steel  skyscrapers  that  house 
Sears,  Standard  of  Indiana,  the  Chicago 
Board  of  Trade — lies  Maxwell  Street,  the 
last  of  the  great  outdoor  bazaars  where 
thousands  of  people  talk  at  once  in  Yid- 
dish, Russian,  Polish,  Spanish,  German, 
Italian,  Serbian,  Czech,  Hungarian. 


From  stores,  wooden  stalls,  car  trunks, 
card  tables  and  even  blankets  on  the 
pavement,  the  wares  and  foods  of  some 
1,100  merchants  are  displayed.  You  want 
live  chickens?  Eggs?  Watermelons?  Tur- 
nips? You  got  'em.  Furniture,  ovens,  re- 
frigerators, jewelry,  clothes,  books,  tools, 
toys,  hubcaps,  fenders,  front  pages  of  yel- 
lowed newspapers,  old  records,  air  condi- 
tioners, power  mowers,  chain  saws,  lead 
pipes,  barber  chairs — they  are  all  there. 
One  stand  carries  only  Hungarian  papri- 


m  Sunday  crowd  on  Chicago's  Maxwell  Street,  among  the  last  and  greatest  of  the  Old  World  outdoor  bazaars  in  the  U.S. 
fchic.  battlefield  where  buyer  and  seller  clash  with  an  intensity  not  to  be  found  in  a  local  Sears. 
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You  want  fancy  lamps?  Clothes?  Mirrors?  You  got  em. 


Merchant  Alex  Bradley,  at  43  already  a  27-year  veteran  of  "the  Street' 


Mike  Metz  (foreground)  and  Edward  Burres  in  Kelly  Sporting  Goods 

Bums,  73,  is  Maxwell  Street's  old  guard  and  Metz,  36,  its  new  blood.  After  more 
than  40  years  working  the  Street,  Burres  speaks  a  flawless  Yiddish  and  drives 
a  hard  bargain.  "We  are  a  one-price  store,"  he  insists.  Metz,  a  former  options 
trader,  took  otter  Kelly's  three  months  ago. 


ka,  another  only  garlic.  Still  anothc 
cializes  in  rat  and  roach  poisons. 

The  day  begins  long  before  daw 
Maxwell  Street.  By  8  a.m.  there  are 
dreds  of  shoppers,  by  11  a.m.,  thous 
The  crowds  spill  into  the  street,  pa 
holding  shopping  bags,  hunting 
gains,"  their  children  dawdling  nt 
tackling  hot  dogs  and  fries  from  B 
Red  Hots  stand,  munching  donut; 
drinking  orange  juice  from  cartoi 
college  student  proudly  holds  uj 
chrome  desk  lamp  he  just  bough 
steal" — for  $5.  Buyer  beware  is  elem 
sense  on  "the  Street."  "Sure  I  guar, 
my  stuff,"  bellows  proprietor  J 
Coyne,  pointing  to  a  set  of  power 
"Five  feet  or  15  seconds,  whicl 
comes  first." 

In  the  middle  of  the  street  for 
Green  hunches  over  his  three  shell* 
ing  sucker  after  sucker  who  thinl 
can  find  the  little  pea.  The  aron 
greasy  onions,  steaming  hot  dogs,  g. 
Polish  sausages,  sizzling  pork  c 
roasted  peanuts,  blends  with  the  bl 
disco  music  from  stereos  and  tape  c 
and  the  shrill  blues  sounds  of  street  i 
cians  like  Blind  Arvella  Gray  who 
mers  out  John  Henry  on  his  steel-5 
guitar. 

"It's  a  game.  It's  a  game,"  chants 
mour  Stein,  who's  been  playing 
nearly  35  years.  Maxwell  Street  is 
and  much,  much  more.  The  lega 
thousands  of  European  immigrants 
came  to  Chicago  at  the  turn  of  the 
tury,  Maxwell  Street  has  been  the 
melting  pot  of  commerce.  Because  i 
next  to  the  railroad  stations,  Ma: 
Street*  and  its  tributaries  became  a 
net  to  the  50,000  Jewish  immig 
pouring  into  Chicago  in  the  late 
century.  The  promised  land  soon  ti 
into  a  sweltering  slum  of  burgeoning 
ements  and  sweatshops  fronted  by  o 
air  stalls  reminiscent  of  the  ancient 
kets  of  Baghdad  and  Jerusalem.  By 
the  Chicago  City  Council  passed  an 
nance  recognizing  it  as  the  Mas 
Street  Market.  Its  heyday  was  ir 
1920s  when  it  attracted  70,000  peo 
day.  Now,  despite  a  half-centur 
change  and  assimilation,  of  ebbs 
flows  in  the  tides  of  immigration,  a 
Sunday  still  draws  perhaps  35,00 
whom  only  a  small  fraction,  1,500  ■ 
live  in  the  immediate  eight-block  a: 

Over  the  decades  there  have  beei 
Jewish  immigrants,  the  Italians, 
Irish,  the  Polish,  the  Germans,  the 
sies,  the  Blacks,  the  Mexicans,  all  t 
to  eke  a  living  from  the  street  ir 
oldest  of  all  forms  of  selling — the  p 
In  staccato  barks  they  haggle  and  fir 
The  prevailing  technique  is  the  o 
marketing  strategy  of  all:  "Have-I- 
deal-for-you."  Clutching  an  armfi 


'Married  after  Dr  Philip  Maxwell,  a  surgeon  in  Ft 
born,  the  first  major  settlement  along  the  Chicago 
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ing-goods  czar  Morrie  Mages,  "Puller"  Russian  immigrant  Moishe  Kaufman  and  Maxwell  Street  "Mayor"  Jim  Leigh 
o-time  graduate  of  the  street.  Mages  took  his  lessons  and  made  it  big  in  sporting  goods.  Maxwell  Street  remains  a 
tnfor  survivors  like  Kaufman,  who  came  to  Chicago  just  18  months  ago,  and  a  lure  to  Leigh,  a  20-year  patron. 


als  and  slacks,  Tony  Barron,  a  rela- 
antj  y  new  arrival  on  the  street,  muses: 
it's  the  whole  attraction  of  this 
,  the  feeling  that  maybe  you're  put- 
something  over  on  someone  else, 
int:  t>e  you're  getting  something  for 
a  ing."  The  exchange  between  buyer 
seller  creates  an  emotion  that  can't 
ptured  in  the  aisles  of  a  local  Sears 
V.i  mart.  "Hey-buddy-what-can-I-do- 
ou-today-I-got-a-nice-suit-or-pair- 
mii  mts-how-about-some-shoes-you'd- 
atf  t;wice-as-much-for-any  where-else, " 
Stein,  his  mouth  seeming  to  move 
)endently  of  the  words,  like  one  of 
i  eerie  Animatronic  Disney  robots, 
you  gonna  guarantee  'em?"  asks  a 
nner.  "Sure,  why  not?"  shrugs  Stein, 
lasses  hanging  crooked  on  his  nose, 
who's  gonna  .guarantee  vow?"  the 
rnier  shoots  back. 

day,  for  $25 — the  annual  cost  of  a 
al  Maxwell  Street  license — anyone 
sell  there.  Up  to  three  years  ago, 
vendors  paid  $60  a  day  under  the 
to  city  inspectors  for  a  prime  spot 
le  street.  But  now,  it  is  first  come, 
lC|i  served. 

v  t  of  this  pushcart  culture  on  Chica- 
ough  West  Side  rose  such  famous 
as  Arthur  Goldberg,  Benny  Good- 
Barney  Balaban,  Admiral  Hyman 
yver,  Barney  Ross.  And  the  notori- 
like  Jack  Ruby  and  mobster  Jake 
asy  Thumb"  Guzik.  "Maxwell 
t  was  like  school,"  recalls  Chicago's 
ing-goods  czar  Morrie  Mages,  who 
ped  out  of  the  street  not  once,  but 
:.  "You  take  the  lessons  you  learn  on 
veil  Street  to  go  off  and  be  success- 
me where  else." 


Mages  and  his  brothers  did  just  that  in 
the  1940s  and  1950s,  parlaying  their  fa- 
ther's pushcart  business  into  a  successful 
chain  of  sporting-goods  stores.  But  after 
selling  the  chain,  a  series  of  "poor"  in- 
vestments landed  Morrie  back  where  the 
family  started.  "Ten  years  ago  I  was 
there  to  sell  a  second  time  around," 
broods  the  tall,  portly  Mages,  63,  who 
learned  his  gruff  manner  trying  to  out- 
yell  his  Maxwell  Street  competitors. 
"You  just  scream,  yell  and  sell  and  don't 
pay  attention  to  whether  the  experience 
is  a  comedown,"  he  says,  raising  his 
bushy  eyebrows  and  lighting  another  un- 
filtered  cigarette. 

Starting  over  on  Maxwell  Street  in 
1968,  Mages  jrhymes  with  pages)  sold 
guitars  and  drums,  setting  up  his  table 
only  a  few  hundred  yards  from  where  his 
father  opened  his  first  sporting-goods 
store  30  years  earlier.  On  a  good  Sunday 
Morrie  would  make  $400.  (Today  $150  is 
considered  big.)  During  the  week,  he  sold 
liquor  for  a  wholesaler,  peddled  sports- 
wear from  the  trunk  of  his  car  at  factory 
gates  and  hunted  for  more  items  to  sell 
on  Sunday.  "I  worked  every  angle  I  knew 
for  making  a  profit,"  he  says.  Eventually 
he  bought  a  load  of  skis,  boots  and  bind- 
ings from  a  bankrupt  operation  and  pro- 
moted them  in  newspaper  ads  as  if  they 
were  the  last  skis  in  Chicago.  By  1971  he 
had  bought  an  eight-story  loft  building 
on  the  fringe  of  the  Loop  that  today  is 
the  biggest  sports  store  in  the  city,  and 
Morrie  Mages  is  back  on  top.  Sales  for 
the  fiscal  1979  year  ending  June  30  to- 
taled nearly  $10  million  and  net  income 
more  than  $250,000.  "This  is  not  a  plan, 
it's  a  happening,"  he  says,  his  arms  mak- 


ing a  sweeping  gesture  meant  to  encom- 
pass all  eight  floors — 90,000  square 
feet — stuffed  with  every  imaginable 
sporting  good  made,  except  for  firearms 
(too  much  hassle).  "You  know,"  Mages 
confesses  in  soft,  measured  tones,  "I 
miss  that  one-to-one  relationship  I  had 
on  Maxwell  Street.  It  was  that  personal 
touch  that  made  life  more  interesting." 

For  many,  though,  Maxwell  Street  is 
the  beginning  and  end.  Sidney  Goldstein, 
72,  boasts  of  a  Maxwell  Street  heritage 
dating  to  the  1880s.  He  was  born  at  Max- 
well and  Union,  just  yards  from  his 
wooden  stall,  a  second  home  to  him 
where  he  sells  costume  jewelry  and 
watches  seven  days  a  week.  "I've  been  in 
the  same  hole  for  26  years.  I  don't  know 
better,"  says  Adam  Kucberg,  owner  of 
L&A  Shoes,  a  basement  store  with  all 
the  charm  of  an  underground  bunker. 

Doesn't  know  better?  Kucberg,  a  Jew- 
ish refugee  who  came  to  the  U.S.  in  1949 
from  Holland,  knows  enough  to  speak 
five  languages  and  to  have  sold  enough 
shoes  to  put  his  two  children  through 
college  (the  University  of  Illinois  and 
Southern  Illinois  University).  The  sign 
next  to  his  cash  register  reads:  "Custom- 
ers wanted.  No  experience  necessary." 

Next  door  at  Kelly  Sporting  Goods,  73- 
year-old  Edward  Burres,  a  nattily  dressed 
black  man  from  Tennessee,  rattles  in 
fluent  Yiddish  as  he  waits  on  customers 
the  same  way  he  has  for  40  years.  The 
store  is  a  landmark  itself,  managed  by 
Irving  Miller  (known  as  "Kelly,"  of 
course,  on  the  street)  for  nearly  four  de- 
cades and  recently  bought  by  Mike  Metz, 
36,  a  former  options  trader  on  the  Mid- 
west Stock  Exchange.  The  street,  Metz 
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El  >erytbing  from  suits  and  inflatable  toys  to  yellowed  newspapers  and  used  toothbrushes 


No  pest  is  too  bothersome  for  the  "exterminator  man, "  not  even  haggling  shoppers. 


Novice  hawker  Tony  Barron,  the  new  "kid"  on  the  old  block 

His  sales  theory  is  simple:  "If  a  guy  picks  it  up,  he  owns  UF 


boasts  good-naturedly,  still  has  tl 
to  attract  new  blood. 

Maxwell  Street  has  addicted  a 
the  customers  who  shop  it.  Ta! 
example,  Jim  Leigh,  50,  a  conduC 
the  Elgin,  Joliet  &  Eastern  Railro; 
ery  Sunday  for  the  past  20  years  th 
proclaimed  "Maxwell  Street  IV 
who  struts  about  elegantly  dress» 
sporting  a  fedora,  has  driven  frc 
home  in  Gary,  Ind.  to  the  stree 
therapy  to  me.  It  gets  in  your  blo< 
says.  By  9  a.m.  he  is  off  to  church, 
shopped  for  four  hours.  And  there 
Jacobson,  69,  a  retired  schoolteach 
so-called  "Coffeeman,"  a  Sunday  i 
for  the  past  decade  who  hands  o' 
cups  of  coffee  to  scores  of  mere 
Why?  "These  people  work  hare 
plains  Jacobson,  who  made  his  fi 
cursion  to  the  street  in  1929. 

Like  Orchard  Street  on  Manh 
Lower  East  Side,  Maxwell  Street  u 
clearly  on  the  defensive.  Urban  rc 
has  lopped  off  blocks  along  the 
artery.  Scarcely  a  year  passes  w 
some  scheme  being  put  forward 
prove  it  by  destroying  it.  Old-tim 
it  as  nothing  more  than  a  sophisi 
flea  market  competing  with  doz 
others  in  the  Chicago  suburbs, 
that  drive-in  movies  are  dead,  th 
turning  them  into  cheap  versii 
Maxwell  Street,"  laments  Mages. 

But  for  now  the  ambience  re 
"Pullers"  like  Israel  Green,  a  surv 
Auschwitz,  and  Moishe  Kaufma 
who  migrated  from  Russia  with  1 
less  than  two  years  ago,  stand  c 
sidewalk,  grabbing  the  arms  of  pas 
to  guide  them  into  the  stores.  "Km 
sbayneh  hayzn"  [Look  at  the  be. 
pants],  prods  Moishe,  who  speak 
Yiddish  and  Russian.  "Kay ft!  Alles  iz 
[Buy!  Everything  is  cheap]. 

Hustlers  working  the  street  add 
babble.  "Hey,  how  'bout  a  watch 
good  deal,"  they  whisper.  The  w 
laid  out  on  their  forearms  und 
sleeves  of  their  coats  were  bouj 
another  part  of  the  street.  (Chicai 
lice  estimate  that  less  than  5% 
merchandise  sold  on  Maxwell  St 
stolen,  mainly  due  to  plaincloth 
who  filter  through  the  crowds  ai 
nearness  of  the  Seventh  District 
headquarters  at  one  end  of  the  strt 

"Lulu's  back  in  town,  Lulu's  bl 
town,"  yells  Sol  Pomerantz  from  1 
a  table  of  sunglasses.  A  baseball 
pulled  to  his  eyes  and  a  stained  too 
bobs  around  his  mouth.  "Lulu's 
How  about  some  shades?"  he  yell; 
at  no  one  in  particular.  "They'll  he. 
nods,  pointing  to  the  tourists  froi 
Moines,  Minneapolis  and  Washi 
D.C.,  and  the  Chicagoans  who  an 
everything  from  Cadillac  Eldora« 
Volkswagen  Beetles.  Some  thin; 
hard.  The  spirit  of  Maxwell  Street 
of  them.  ■ 
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HOW  TO  PACK 
FOR  A  QUICK  TRIP 

TO  EUROPE. 


Emery  Express  introduces  its 
European  plan.  It's  been  designed 
expressly  for  small  packages  that  have 
urgent  business  in  Europe. 

Simply  place  your  important 
papers  inside  an  Emery  Express-Pak 
envelope  or  box. 

You  can  pack  things  like  inter- 
office memos,  legal  documents, 
research  reports,  computer  print-outs, 
newsletters— but  only  paperwork 
that  has  no  commercial  value. 


Then  place  a  call  to  us.  The  same 
number  you've  been  using  for  regular 
Emery  Express,  shipments. 

Our  computer  will  keep  track  of 
your  package  from  the  minute  it 
leaves  your  desk  until  the  moment  it 
lands  on  your  customer's  desk. 

And  that  won't  take  long,  either. 
Say  we  pick  up  your  package  today. 
We'll  deliver  it  the  day  after 
tomorrow,  during  business  hours. 

By  the  way,  this  is  a  tale  of  ten 


cities.  London,  Paris,  Frankfurt, 
Amsterdam,  Brussels,  Geneva,  Zurich, 
Rotterdam,  Basel  and  Madrid. 
(Packages  must  be  consigned  to  an 
address  within  the  postal  zone  of  one 
of  these  cities.) 

Now  that  Emery  Express  has  put 
Europe  on  its  map,  the  world  is  getting 
even  smaller,  even  faster. 

EMERU 

Express 


U  S  POSTAL  REGULATIONS  SPECIFY  THAT  IF  YOU  INCLUDE  ANY  FIRST  CLASS  (LETTER)  MATERIAL 

IN  THE  EXPRESS  PAK,  PROPER  POSTAGE  MUST  BE  APPLIED  AND  CANCELED. 


Tom  Wilcox  has  turned  a  California  anach- 
ronism into  a  modern  bank.  Can  his  succes- 
sor consolidate  the  gains  he  made? 

A  man  for  each 
season 


By  Nick  Galluccio 

In  1974,  when  Thomas  R.  Wilcox 
became  chairman  and  CEO  of  San 
Francisco's  Crocker  National  Corp., 
just  about  everyone  got  the  message.  The 
former  vice  chairman  of  Citibank  (where 
he  worked  for  37  years  before  losing  out 
to  Walter  Wriston  for  the  chairmanship) 
and  the  investment  banking  firm  of 
Blyth  Eastman  Dillon  &  Co.  was  brought 
in  to  shake  things  up  at  Crocker.  Here 
was  a  bank  still  encrusted  in  the  old 
bankerly  tradition  of  catering  to  wealthy 
families  and  corporations  with  whom  it 
had  ancient  ties.  Stodgy  management 
had  bred  flagging  profits,  a  thin  capital 
position  and  shrinking  deposits.  The 
bank  had  no  identifiable  marketing  strat- 
egy— tantamount  to  suicide  in  Califor- 
nia's competitive  banking  environment 
where  institutions  like  Bank  of  America 
and  Wells  Fargo  peddle  loans  the  way 
Procter  &  Gamble  sells  soap. 

Tom  Wilcox  wasn't  gentle.  He  lopped 
1,500  employees  from  the  bank's  payroll, 
mostly  from  top  and  middle  manage- 
ment. He  brought  in  scores  of  highly  paid 
recruits  from  Citibank  and  other  big 
New  York  and  Chicago  banks.  He  over- 
hauled the  entire  branch  system,  issued 
$32  million  worth  of  common  stock  at  a 
hefty  discount  from  book — gambling 
that  he  could  increase  profits  fast  enough 
to  offset  dilution-^and  launched  one  of 
the  industry's  most  aggressive  market- 
ing campaigns. 

Wilcox'  gamble  has  paid  off  handsome- 
ly. With  assets  of  $16  billion,  Crocker 
National  Corp.  is  parent  to  the  nation's 
13th-largest  and  California's  fourth-larg- 
est bank.  Over  the  last  five  years  Crock- 
er's return  on  equity  has  nearly  doubled 
to  14%  as  has  the  bank's  return  on  as- 
sets, now  at  a  respectable  0.55%.  The 
bank's  equity,  nov  $640  million,  has 
doubled,  while  long-trim  debt  has  been 
pared  from  one-half  to  one-third  of  total 
capital.  Fully  diluted  earnings  per  share 
were  up  26%  last  year,  to  $5.08.  For  this 


year's  nine  months  earnings  were  up 
17%,  to  $4.26  (excluding  a  $1.85  gain 
from  the  sale  of  its  Los  Angeles  head- 
quarters). Net  operating  earnings  this 
year  will  reach  $6  a  share,  vs.  $2.40  the 
year  Wilcox  took  over. 

But  he  has  missed  his  oft-stated  goal  of 
making  Crocker  California's  most  profit- 
able bank.  It  trails  Bof  A  as  well  as  Wells 
Fargo,  Security  Pacific  and  Western  Ban- 
corp. While  Wilcox  has  purged  Crocker 
of  its  lethargy,  the  high  operating  costs 
and  turmoil  generated  by  his  manage- 
ment style  are  beginning  to  hurt. 

In  two  years  Wilcox  will  turn  65  and 
retire  to  his  Long  Island  home.  It  is  no 
secret,  then,  that  Crocker  is  about  to 
enter  a  new  phase.  The  man  slated  to 
replace  Wilcox  is  John  B.M.  Place,  53, 
who  joined  Crocker  as  president  last 
year.  Before  that  he  built  a  solid  reputa- 
tion in  25  years  at  Chase  Manhattan 
Bank  where  he  rose  to  vice  chairman 
before  becoming  president  of  Anaconda, 
the  giant  metals  company  acquired  by 
Atlantic  Richfield  in  1977. 

The  two  men  are  a  contrast  in  styles. 
Wilcox  is  small,  trim,  intense,  a  floor- 
pacing  man  who  abhors  memos  and  likes 
dealing  with  subordinates  eyeball-to-eye- 
ball. Place  is,  on  the  surface  at  least, 
affable  and  easygoing,  methodical,  an  or- 
ganization man — and  a  good  one.  Wil- 
cox' goal  was  to  bring  Crocker  into  the 
1970s.  Place's  goal  is,  in  his  own  words, 
"to  make  Crocker  the  Morgan  of  the 
West."  He's  referring  to  New  York's 
Morgan  Guaranty  Trust,  one  of  the  coun- 
try's most  profitable  and  best-run  banks. 

Place's  first  job  is  to  put  a  lid  on  operat- 
ing expenses.  Last  year  they  were  28% 
higher  than  in  1977,  and  are  expected  to 
show  another  bulge  this  year. 

Much  of  this  is  attributable  to  Wilcox' 
massive  marketing  and  TV  advertising 
blitz,  and  his  use  of  such  gimmicks  as 
"Crocker  Spaniel"  gifts — stuffed  toy 
dogs  given  to  customers  who  deposit 
$300  in  a  new  or  existing  savings  ac- 
count. Crocker's  lavish  employee  benefit 


program  cost  the  bank  over  $40  m  j 
last  year,  up  nearly  50%  from  19771 
cox  argues  that  such  incentives  are  I 
ed  to  bring  business  to  the  bank's  I 
mated  teller  system,  the  biggest  inH 
fornia,  and  to  keep  its  365  retail  brarll 
employees  content.  While  buildij 
Wilcox'  success,  Place  will  also  hi 
undo  some  of  Wilcox'  effective  but  < 
programs.  Says  one  executive  brou; 
by  Wilcox:  "Many  of  us  probably  wc 
here  two  years  from  now." 

Crocker's  internal  equity  growt 
been  slower  than  its  competitors'. ' 
out  a  stronger  capital  base,  it  can't 
expand  its  assets  or  profits.  So  PL 
following  Wilcox'  lead  in  stressir 
income — principally  from  charge 
checking,  traveler's  checks,  safety  c 
it  boxes,  cash  management,  corf 
finance  services  such  as  mergers  an 
quisitions,  private  placements,  ma 
ment  of  loan  syndications  and  the 
The  percentage  of  Crocker's  ear 
from  nonasset  fees  has  grown  in  th 
five  years  from  4%  to  13%. 

On  the  international  side,  Plac 
tends  to  step  up  foreign  corporate 
ing  from  the  present  15%  of  ass« 
around  30%  in  the  next  four  yeai 
stead  of  trying  to  compete  agains 
money-center  giants  all  arounc 
world,  Crocker  is  focusing  on  the  xi 
growing  economies  of  the  Far  I 
Thailand,  Hong  Kong,  Korea,  Japa: 
the  Philippines.  Like  most  othe 
banks,  it  hopes  to  do  business  in  4 
as  well.  To  gain  a  presence  in  Hs 
Crocker  has  agreed  to  acquire  tl 
million  Bishop  Trust  Co.  in  Honoh 

Sensing  an  opportunity  in  high 
est  rates,  which  are  beginning  to 
lyze  real  estate  construction,  Cr 
already  has  a  major  portion  of  its  p 
lio  in  residential  mortgages  and  ph 
increase  its  loans  to  builders.  Th: 
its  acquisition  in  1977  of  the  fact 
division  of  United  Merchants  &  h 
facturers,  Crocker  has  become  the 
try's  biggest  factoring  outfit — har 
the  accounts  receivable,  invei 
equipment  financing  and  direct  le 
of  major  corporations.  Place  mui 
crease  the  income  of  the  marg 
profitable  merchant  banking'corp 
finance  division. 

.  Under  Wilcox  and  Place,  Crocke 
been  trying  to  expand  its  base  in  S 
ern  California,  the  fastest-growing 
of  the  state.  It  boasts  dual  headqu. 
in  San  Francisco  and  Los  Angeles 
both  men  commute  regularly  bet 
the  cities.  Wilcox,  who  never  did  t 
by  halves,  has  seen  that  it  will  be  dif 
to  ignore  Crocker  in  either  metro 
abuilding  are  giant  Crocker  headqu; 
in  both  cities,  whose  combined  cosJ 
be  half  a  billion  dollars. 

Clearly,  Tom  Wilcox  has  madJ 
mark.  Now  the  question  is:  Can 
Place  make  his?H 
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BARCLAYS  BANK  HELPS 
LAING  PROPERTIES 
BULLD  BUSINESS  IN  THE  USA 


Barclays  Bank  International 
has  just  helped  Laing,  one  of  the 
world's  leading  builders  and 
developers,  expand  its  business  in 
the  United  States  by  obtaining 
government  aided -housing  contracts. 

VJe  supplied  finance  for  Laing 
Properties  Inc.  of  Atlanta  to  build 
family  garden  apartments  at  the  city 
of  Orangeburg,  South  Carolina. 

Our  people  in  Atlanta  were  on 


hand  with  the  advice,  the  banking 
services,  and  the  money. 

Barclays  were  able  to  help 
Laing  in  Atlanta  because  we  have 
our  own  people  and  our  own 
branches  worldwide  wherever  they 
are  needed  for  international  business. 

VCe  can  help  you  in  New  \brk, 
Hamburg,  Tokyo.  In  Los  Angeles  and 
Sydney.  And  in  Vancouver,  Buenos 
Aires  and  Bahrain. 


The  Barclays  International 
group  is  in  more  than  75  countries. 
In  all  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


pver  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

/ice  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY  10017. Telephone (212)  687  8030. 
.cnior  Vice  President,  International  Banking.  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
/ice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213)  385  1501. 
Jarclays  Canada  Limited,  Suite  3505,  Commerce  Court  West, Toronto,  Ontario  M5L  lG2. Telephone  (416)  862  0594. 
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The  brightest  idea 
in  light  bulbs  in  100  years, 

A         Meet  the  Halarc  lamp  come  on  the  market  in  early  1981. 
PROGRESS  from  General  Electric.         How  does  the  Halarc  lamp 

REPORT     Not  since  Edison  in-  work?  Not  just  electrically  but  electron- 

rKUM      vented  the  first  practi-  ically  Packed  into  its  base  is  a  special 

ci  clr^Dir"  ca'       tDU"°  (exact'y  cluster  of  electronic  circuitry  devel- 

,  ELECTRIC    100  years  ago)  has  a  oped  by  GE  technology  It  controls  the 

piore  revolutionary  lighting  develop-  quartz  arc  tube  that's  the  bulb's  main 

ent  come  along.  source  of  light.  Nothing  quite  like  it  has 

The  Halarc  is  revolutionary  be-  ever  been  built  into  a  bulb  before, 
ause  of  what  it  does.  And  because  of         GE  electronic  technol- 

ow  it  does  it.  ogy  is  working  to  solve  many 

What  it  does  is  last  about  four  problems.  GE  has  devel- 

imes  as  long  as  the  ordinary  3-way  oped  the  brain  of  a  new 

0/1 00/1 50-watt  bulb.  Even  more  im-  electric  car — a  promising  experimental 

Dortant,  it  uses  only  about  one-third  as  model  designed  for  the  Department  of 

nuch  electricity  as  those  3-way  bulbs  Energy  Electronics  is  the  heart  of  the 

do  at  their  highest  setting.  So  although  new  Zonar®  home  burglar  alarm.  The 

twill  cost  more  than  the  ordinary  bulb,  list  goes  on  and  on.  And  electronics  is 

twill  more  than  pay  for  itself.  only  one  of  many  technologies  GE  is 

Widespread  use  of  Halarc  lamps  using  to  make  progress. 
:ould  result  in  sizable  energy  savings.  D         f   D  , 

^d  good  news:  they're  scheduled  to  progress  ror  people 

GENERAL  M  ELECTRIC 


CENTENNIAL  OF  LIGHT 
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Vast  reserves  of  oil  and  gas  lie  untapped  beneath  the 
world's  oceans.  C-E  is  helping  to  find  and  recover  then 


>/i/; 


Sixty  percent  or  more  of  the 
world's  undiscovered  oil  and 
gas  reserves  are  thought  to  be 
offshore.  C-E  Vetco  is  a  leader 
in  supplying  the  technology 
and  equipment  needed  to  tap 
these  vital  energy  sources. 

Vetco's  systems  for  drilling 
and  producing  subsea  oil  and 
gas  can  be  found  in  every  off- 
shore producing  area  of  the 
world.  In  fact,  two-thirds  of  the 
world's  floating  drill  rigs 
are  outfitted  with  C-E  Vetco 
equipment. 

A  Vetco  guidelineless 
remote  system  has  helped  drill 
wells  in  record  water  depths 
exceeding  4,000  feet.  This 
same  technology  also  enables 
drillships  to  operate  safely 
near  drifting  icebergs. 

From  the  North  Sea 
to  the  Gulf  of  Mexico. 

In  the  North  Sea's  Ninian  Field, 
C-E  Lummus  and  C-E  Crest 


were  responsible  for  engi- 
neering and  construction  of  30 
of  the  38  modules  atop  the 
massive  central  and  southern 
oil  production  platforms. 

And  C-E's  Gray  Tool 
Company  has  furnished  well- 
head equipment  for  more  than 
half  of  the  platforms  now 
installed  or  scheduled  for  instal- 
lation in  the  North  Sea. 

In  the  Gulf  of  Mexico,  a 
1,900-ton  oil  and  gas  produc- 
tion facility  designed  and  built 
by  C-E  Natco  can  process 
30,000  barrels  of  oil  and  150 
million  cubic  feet  of  gas  per  day. 

Energy  is  our  business. 

For  more  than  65  years,  C-E 
has  been  supplying  systems, 
equipment,  technology  and 


research  to  help  produce  the 
world's  energy,  conserve  it, 
squeeze  more  uses  from  it, 
and  make  it  clean. 

For  more  information  abo 
our  worldwide  activities,  write 
Combustion  Engineering,  Inc., 
Dept.  7004-92, 900  Long  Ridg 
Road,  Stamford,  Connecticut, 
USA  06902. 


COMBUSTION 
ENGINEERING 
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\o  wants  to  juggle  the  census  numbers? 
Jjnty  of  people,  when  so  much  congressional 
ver  and  federal  aid  depend  on  them. 


The  billion-dollar 
count 


By  Beth  Brophy 


ctual  enumeration  shall  be  made  .  .  . 
subsequent  term  of  ten  years  in  such 
er  as  they  shall  by  law  direct. 

Article  1,  Section  2 
Constitution  of  the  United  States 
or  Ted  Kennedy  was  literally 
by  che  census  to  try  for  the  presi- 
this  year,  speculates  Washington 
cal  scientist  Ben  Wattenberg.  Why? 
se  the  change  in  electoral  votes 
the  count  "will  tilt  the  country  in 
way  it's  going  to  be  more  difficult 
ct  a  liberal  president." 
t  fact  highlights  how  the  census 
anged  from  being  a  simple  head 
Today  it  is  expensive  jat  least  $1 
),  complicated  (some  300  ques- 
in  the  long  form)  and  above  all 
versial.  Big-city  mayors,  especially 
fading  metropolitan  areas  of  the 
and  East,  are  trying  to  figure  ways 
e  the  count,  because  the  division 
e  $60  billion  in  federal  programs 
depends  on  next  April's  popula- 
ount.  The  more  people  and  the 
they  seem,  the  more  federal  cash 
gets.  "Put  a  dollar  sign  in  front  of  a 
and  it  becomes  more  important," 
incent  Barabba,  director  of  the 
s  Bureau.  "Census  numbers  are  no 
a  dry,  statistical  endeavor." 
census  is  expected  to  show  a  pop- 
shift  from  liberal,  Democratic 
into  more  conservative  Western 
nbelt  territory.  The  biggest  popu- 
losers  are  in  urban  areas.  New 
Michigan,  Illinois,  Ohio  and  Penn- 
ia  stand  to  lose  congressional  seats 
lifornia,  Oregon,  Iowa,  Arizona, 
Florida  and  Tennessee.  The  an- 
ed  result:  a  more  conservative 
ess  and  Electoral  College. 

worries  congressmen  like  Repre- 
ive  Robert  Garcia,  a  New  York  City 
crat  from  a  largely  black  and  Puerto 
district  in  the  South  Bronx.  His 
t  could  well  disappear  in  a  census- 
ted  reapportionment,  and  he  is 


chairman  of  the  House  Subcommittee  on 
Census  and  Population.  Representative 
Garcia  takes  the  position,  as  do  mayors 
and  others,  that  blacks  and  other  minor- 
ities are  undercounted,  and  that  the  cen- 
sus should  make  "adjustments"  to  its 
count — add  a  set  number  of  people  with- 
out actually  counting  them — in  areas  of 
heavy  minority  or  poor  population. 

The  Bureau  admits  it  cannot  count 
absolutely  everybody.  The  1970  census 


cost  $225  million,  one-fourth  the  expect- 
ed 1980  cost,  and  by  its  own  estimate 
undercounted  2.5  million  people,  mostly 
blacks  and  Hispanics.  The  theory  is  that 
some  big-city  neighborhoods  include  il- 
legal aliens  and  welfare  recipients  with 
something  to  hide.  There  may  be  a  lan- 
guage barrier,  or  frightened  head- 
counters  who  "curbstone"  (make  up  fig- 
ures) instead  of  actually  counting. 

The  Bureau  contends  it  is  doing  every- 
thing to  insure  a  better  count.  It  will 
reach  222  million  in  86  million  homes, 
using  sophisticated  demographic  tech- 
niques and  265,000  "enumerators" 
(head-counters).  It  is  hiring  bilingual 
workers,  teaching  its  head-counters  to  go 
into  ghettos  and  help  minorities  fill  out 
forms,  and  beefing  up  its  ad  campaign. 


But  those  likely  to  lose  votes  or  money 
because  of  the  census  aren't  satisfied. 
"We're  going  to  have  to  adjust — there's 
no  other  way  to  be  certain  of  the  count," 
says  Garcia.  Representative  Jim  Leach 
(R-Iowa)  disagrees:  "Clearly  the  more 
liberal  urban  centers  are  somewhat  over- 
represented,  at  the  expense  of  more  con- 
servative rural  and  suburban  districts." 

The  head-counters  are  being  appointed 
through  political  patronage — which 
means  congressmen  and  unions  favor- 
able to  Carter  will  name  the  folks  who 
get  census  jobs.  Also,  for  the  first  time 
the  President  will  let  local  officials  re- 
view census  statistics  before  sending  fi- 
nal figures  to  Washington.  Says  Leach: 
"It  paves  the  way  for  tampering  with 
census  statistics,  since  cities  and  states 
with  the  greatest  sophistication  and 
clout  will  do  everything  to  assure  that  a 
'generous'  count  occurs  in  their  area." 

Politicians  are  not  the  only  ones  inter- 
ested. Businesses  use  census  statistics 
for  product  and  marketing  decisions,  fa- 
cilities planning  and  personnel  recruit- 
ment. Census  figures  were  used  in  the 
early  1960s  to  support  pro-Mustang  plan- 
ners at  Ford  Motor  Co.  who  wanted  a  car 
for  the  growing  number  of  18-  to  24-year- 
olds.  Plans  for  highways,  schools,  water 
and  sewage  lines,  fire  and  police  stations 
also  are  based  on  population  projections 
from  the  census. 

The  massive  undertaking  will  involve 
setting  up  409  temporary  offices  across 
the  country.  The  Bureau  must  report 
state  population  counts  to  the  President 
by  Jan.  1,  1981,  nine  months  after  the 
census.  Exactly  one  year  from  Census 
Day — Apr.  1,  1981 — each  state  legisla- 
ture must  receive  population  totals  for  all 
counties,  cities  and  other  political  subdi- 
visions for  reapportionment. 

Only  22%  of  all  households  will  re- 
ceive the  long  form,  with  more  than  300 
questions  (45  minutes'  work,  the  Bureau 
says);  78%  will  receive  the  short  form 
(15  minutes'  work).  Most  forms  will 
come  through  the  mail.  The  265,000 
head-counters  do  most  of  the  counting 
from  mailed-in  forms  but  work  door  to 
door  where  mail  seems  to  fail.  Most  of 
the  questions  cover  age,  race,  sex,  mari- 
tal status,  living  quarters,  education  and 
work.  New  questions  for  1980  cover  en- 
ergy (which  fuel  is  used  most  for  water 
and  heating)  and  travel  ("How  many 
vans  or  trucks  of  one  ton  capacity  or  less 
are  kept  at  home  for  use  by  members  of 
your  household?").  The  law  says  answers 
are  not  disclosed  to  any  other  govern- 
ment agency.  ("There  has  never  been  a 
proven  case  of  a  census  employee  divulg- 
ing personal  information  secured  from 
the  American  people,"  the  Bureau  says.) 

Census  folk  like  to  tell  of  one  citizen 
who  wrote  to  them  in  1970:  "Why  do  we 
have  to  spend  so  much  money  to  take 
the  census?  You  could  get  all  the  figures 
from  the  World  Almanac  for  free."  !S 
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Without  insurance,  the 
rare  white-fronted  lem^ 
could  suffer  a  fate  worst 
than  death.  # 


Extinction. 

It  could  happen  to  many  of  the  animals, 
birds,  and  reptiles  in  today  s  over' 
crowded  world. 

That's  why  scientists  at  the  San  Diego 
Zoo  are  working  on  programs  to 
breed  endangered  species  in  captivity.  To 
ensure  that  they  won't  go  the  way  of 
the  dinosaur. 

Insurance  helps  make  this  possible . . . 
because  without  it,  no  zoo  could  afford 
the  risks  involved  in  its  many  activities. 
In  fact,  without  insurance,  you  might 
never  get  to  enjoy  a  lot  of  things  that 
bring  you  closer  to  nature. 

Insurance  isn't  just  for  when  things 
go  wrong.  It  also  helps  us  get  more 
out  of  life.  And  because  insurance  allows 
people  to  face  financial  risks  they  other' 
wise  couldn't  afford,  it  plays  a  vital  role 
in  America's  free  enterprise  system. 

We're  proud  of  the  insurance  business. 
And  the  people  involved  in  it.  Especially 
our  more  than  1,300  independent  in' 
surance  agents  and  brokers  who,  with  us, 
are  dedicated  to  helping  insure  the 
American  way  of  life. 

Industrial  Indemnity 

a  Crum  and  Forster  organization 


Home  Office:  San  Francisco  94120 


Jamesbury  Corp.  has  been  waiting  more  than 
20  years  for  the  Navy  to  pay  for  its  ball  valves. 
If  the  company's  lucky,  it  will  only  have  to 
wait  a  few  years  more  for  the  check. 

Justice 
delayed 


By  Allan  Sloan 

If,  as  John  Milton  wrote,  "They 
also  serve  who  only  stand  and  wait," 
Howard  Freeman  and  his  company 
deserve  a  medal.  They've  been  doing  a 
lot  of  waiting — since  1958,  in  fact. 
That's  when  the  Navy  began  buying 
Freeman-designed  ball  valves  that  al- 
lowed its  fleet  of  nuclear  submarines  to 
take  to  sea.  Rather  than  giving  Freeman 
a  citation — or,  more  to  the  point,  giving 
his  company  some  money — the  Navy  al- 
lowed its  submarine  suppliers  to  jump 
Freeman's  patent.  Hardly  something  to 
encourage  capitalism  or  patriotism. 

After  asking  the  Navy — politely — to 
pay  him,  and  being  turned  down  in  an 
administrative  proceeding,  Freeman  and 
his  company,  Jamesbury  Corp.  of 
Worcester,  Mass.,  sued  the  government 
in  the  U.S.  Court  of  Claims  in  July  1963. 
Jamesbury  has  won  every  round.  Yet  the 
company  has  not  seen  a  penny.  If  it's 
lucky,  it  will  get  its  money  around  1981. 
Fortunately  for  Freeman,  Jamesbury,  a 
well-run  valve  producer,  has  made 
enough  money — $5.3  million  ($1.57  a 
share)  in  its  1979  fiscal  year — to  afford  to 
slug  it  out  with  the  feds.  Legal  bills  have 
run  about  $500,000. 

Jamesbury's  seemingly  endless  strug- 
gle to  get  paid  is  no  small  thing.  There's 
the  money,  of  course;  the  company 
would  get  about  $16  million  ($4.70  a 
share)  pretax  if  its  claim  were  granted  in 
full  today.  But  more  important  is  what  it 
shov/s  about  the  legal  system  and  about 
what's  involved  in  suing  the  government 
for  stealing  a  patent.  Remember  this: 
The  Jamesbury  case  is  relatively  normal. 
The  feds  are  not  stalling.  The  suit  Auto- 
giro  Co.  of  America  brought  against  the 
government  in  1951  for  infringement  of 
patents  on  its  Autogiro  (a  precursor  of 
the  helicopter)  lasted  a  record  27  years, 
and  nobody  was  stalling  there  either.  Ex- 
cept for  a  four-year  delay  caused  by  ex- 
traneous factors,  everyone  has  been  try- 
ing to  expedite  Jamesbury's  suit,  now 


into  its  second  generation  of  lawyers  and 
judges.  Imagine  how  long  it  would  take  if 
everyone  were  stalling. 

Our  tale  begins  in  1958,  when  Free- 
man, now  61,  was  a  struggling  inventor 
trying  to  make  a  living  selling  the  world 
a  better  ball  valve  of  his  own  design.  It 
was  just  four  years  after  he  had  left  a 
good  job  with  a  Worcester  company,  tak- 
en $60,000  of  locally  raised  seed  money 


Howard  Freeman  of  Jamesbury  Corp. 
Patiently  waiting. 

and  set  up  a  small  lab  on  top  of  a  print- 
shop.  He  was  following  his  dream:  a  bet- 
ter ball  valve.  Ball  valves  have  several 
advantages  over  globe  valves,  the  kind 
found  on  most  standard  faucets.  A  ball 
valve  operates  by  rotating  a  ball  mecha- 
nism through  a  quarter  turn,  and  will 
allow  liquids  or  gases  to  flow  in  either 
direction.  A  globe  valve  generally  takes 
several  full  turns  to  close,  and  is  prone  to 
squeaks,  leaks  and  faulty  washers. 

Enter  the  Navy,  which  couldn't  find  a 
globe  valve  to  meet  the  requirements  of 
its  nuclear  subs.  Freeman,  who'd  invent- 
ed the  fog  nozzle  the  Navy  used  on  its 
fire  extinguishers  during  World  War  II, 
had  valve  expertise  and  security  clear- 
ances. He  whipped  up  the  necessary 
valves,  lectured  on  the  subject,  and  was 
properly  thanked  by  a  grateful  Navy — 
until,  of  course,  it  came  time  to  pay  him. 

That  produced  the  1963  lawsuit.  In 
1967  the  judge  ruled  that  Jamesbury's 
patent  was  valid  and  the  Navy  had  in- 
fringed it.  The  government,  naturally, 


appealed.  Then  came  a  bombsh 
Massachusetts  lawsuit  by  the  cor 
that  had  acquired  Freeman's  pre 
employer  claiming  that  Freeman  h 
vented  the  better  ball  valve  while  h 
still  an  employee.  It  took  foui  ye 
dispose  of  that;  then  the  case  went 
to  Washington  for  a  second  trial.  J 
bury  won,  the  government  appeal 
1975  the  Court  of  Claims  finally 
that  the  Jamesbury  patent  was  vali 
had  been  infringed. 

Then  it  was  time  for  an  accoi 
trial,  to  determine  how  much  th« 
ernment  owed  Jamesbury.  But 
weren't  any  records  of  Navy  purcht 
ball  valves — after  all,  the  Navy 
buying  submarines,  not  valves, 
years  of  tedious  labor  determined  tl 
best  anyone  could  guess,  the  Nav 
bought  100,412  infringing  valve 
$87.3  million.  Federal  attorneys  s 
to  those  figures  and  said  Jamesbu: 
served  $1.66  million  plus  interest.  J; 
bury  claimed  $8.73  million,  plus  int 
The  trial  was  held  in  July  1978, 
briefs  were  submitted  last  June 
there's  hope  a  decision  will  come 
from  Trial  Judge  Joseph  Colaianni  : 
time  this  year.  After  Colaianni 
someone  will  doubtless  appeal  to  tr 
patent  court,  and  then  probably  t 
U.S.  Supreme  Court.  If  the  Sup 
Court  refuses  to  take  the  case,  Jame 
might  get  paid  in  late  1980  or  early 
If  the  Supreme  Court  hears  the  cas 
new  trial  is  ordered,  who  knows? 
of  this  has  attracted  wide  attention 
Robert  Miller,  the  Washington  pate 
torney  who  has  handled  Jamesbury 
for  the  last  five  years,  "Perry  Masor 
situations  don't  happen  here." 

To  find  out  what  the  delay  has  dc 
Jamesbury,  Forbes  dropped  in  rec 
to  see  Freeman  in  his  Worcester 
quarters.  In  spite  of  being  shortch; 
by  the  Navy,  Jamesbury  has  done  i 
well.  Its  sales  last  year  were  $77.7  m 
and  its  earnings  $5.3  million.  Fre 
and  his  family  own  about  20%  c 
stock,  worth,  at  a  recent  $15  per  s 
about  $10  million.  Over  a  typical  }i 
bury  lunch — a  salad  from  the  emp 
cafeteria,  served  on  paper  plates 
sugar  wafers  for  dessert — Freema: 
dulged  in  a  little  proud  reminisc 
"We  were  a  two-bit  little  compan 
1957],"  he  said,  "but  we  held  the  k 
success  of  the  Navy's  nuclear  fleet.' 

Getting  money  after  more  thai 
years  is  better  than  not  getting  it  2 
But  Jamesbury  isn't  even  getting  a 
interest  return — the  government  1 
accruing  interest  at  4.75%  in  1958  £ 
now  paying  just  8%  on  principal,  wi 
compounding.  Freeman  makes  a  po 
not  complaining  about  how  long  he' 
to  wait  for  his  money.  Still,  the  Ja 
bury  saga  amplifies  the  old  adage:  Ju 
delayed,  especially  at  8%  with  no 
pounding,  is  certainly  justice  denies 
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ADVERTISEMENT 


BANAMEX 

TAKES 
PRIDE  IN 
CELEBRATING 

ITS  50™ 
ANNIVERSARY 
IN  AMERICA 


It  is  now  fifty  years 
since  Banamex,  a  leading 
bank  in  Mexico,  became  the 
first  Mexican  bank  in  the 
United  States.  . 

Over  the  years,  Banamex 
has  been  dedicated  to  serving 
the  American  financial  com- 
munity by  providing  a  direct 
link  to  Mexico's  promising 
future. 

Banamex,  which  is  itself 
nearly  a  century  old,  has  pro- 
vided the  type  of  financial 
knowledge  and  expertise  that 
has  helped  build  a  foundation 
for  increased  trade  and  busi- 
ness opportunities  between 
America  and  her  neighbor. 

And  through  its  inter- 
national liaisons,  professional 
integrity  and  stability,  Banamex 
has  earned  a  solid  reputation 
both  at  home  and  abroad. 

On  the  occasion  of  its 
50th  anniversary  in  the 
United  States,  Banamex  would 
like  to  express  its  pride  in 
having  served  you.  And  it  is  our 
desire  to  continue  serving  you 
for  many  years  to  come. 


Banamox 

Banco  nacional  de  moxica.S.R. 

A  PRIVATE  BANKING  INSTITUTION 


Banco  Nacional  de  Mexico,  S.A.;  New  York  Agency:  375  Park  Avenue,  N..Y,  NY10022. 
(212)  980-0450;  Los  Angeles  Agency:  800  W  Sixth  St.,  L  A,  CA  90017,  (213)  624-6225; 
London  Branch:  Winchester  House,  77  London  Wall,  London  EC2,  (441 )  638-9171 ; 
Representative  offices  in  Paris,  Madrid,  Tokyo  and  affiliated  banks  in  California 
and  United  Kingdom. 


Teotihuacan,  "the  city  where  men  were  gods"  cradle  of  prehispanic  civilization,  c.  100  B.C. 


Polioles  plant  -  petrochemicals. 


PERMANENCE 


Throughout  the  ages  the  continuing  presence  of 
our  remote  past  has  not  ceased  to  amaze  visitors 
to  Mexico.  The  ancient  Mexicans  raised  the 
monuments  of  their  culture  with  a  feeling  of  solid 
permanence  that  has  withstood  the  passage  of 
time  and  outlasted  men  and  their  civilizations. 

This  same  feeling  holds  true  for  the  growth  of 
.  Mexico  today.  There  is  a  confidence  in  our  future 
■ -s.franscending  time  and  reaching  out  into  the 
centuries  ahead,  for  men  may  come  and  go  but 


the  important  works  they  have  created  remain  as 
a  testimony  to  their  way  of  thought,  to  be 
admired  and  enjoyed  by  succeeding  generations. 

Within  this  ancestral  tradition,  and  placing  our 
capacity  of  work,  the  latest  in  modern 
technology,  and  a  solid  corporate  structure  at  the 
service  of  Mexico,  Alfa  was  born  and  has  grown 
to  become  the  largest  private  enterprise  in  our 
country. 

The  reliability  of  the  present  of  Mexico  is 
the  basis  of  our  future. 
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CLOSING  THE  CAP 


EQUAL  PARTNERS 
IN  A  VITAL  RELATIONSHIP 

by  Patrick  J.  Lucey 

Former  U.S.  Ambassador  to  Mexico 


One  of  the  more  familiar  themes  in 
world  literature  is  the  story  of  the  boy 
who  roams  the  world  in  search  of  fulfill- 
ment, and  finds  happiness  in  the  arms  of 
the  girl  next  door. 

It  is  amusing  to  many  Mexicans, 
and  chagrining  to  some,  that  it  appears 
to  have  taken  the  discovery  of  vast  de- 
posits of  oil  beneath  her  soil  and  off  her 
shores  to  have  attracted  the  attention  of 
Americans  to  the  importance  of  their 
neighbor  to  the  South. 

Perhaps  that  is  true  on  a  popular 
level,  but  American  statesmen  and  busi- 
nessmen have  known  for  some  time  that 
the  future  of  Mexico,  even  without  her 
impressive  energy  reserves,  was  bright 
And  even  among  those  who  were  not  as 
optimistic  about  Mexican  development, 
there  was  never  any  doubt  in  the  minds 
of  those  who  were  paying  attention  that 
Mexico's  impact  on  American  develop- 
ment would  be  enormous. 

For  one  thing,  Mexico's  exports  to 
the  United  States  rose  tenfold  in  the 
decade  from  1968  to  1978  -  from  600 
million  dollars  to  more  than  six  billion 
dollars.  Most  significantly,  47  per  cent  of 
the  value  of  our  imports  from  Mexico 
last  year  was  in  manufactured  goods  In 
both  directions,  our  trade  last  year 
totalled  12.7  billion  dollars,  making 
Mexico  our  fifth  largest  trading  partner. 
But  the  future  may  make  those  figures 
seem  trivial.  Some  have  predicted  that 
our  bi-lateral  trade  may  reach  $70  to  $80 
billion  by  the  end  of  the  1980's,  with 
Mexico  moving  to  third  or  even  second 
place  on  the  list  of  our  major  trading 
partners 

If  Mexico's  energy  resources  do  not 
tell  the  whole  story  of  increased  U.S. 
attention,  they  of  course  play  a  signifi- 
cant role  in  any  predictions  of  dramatic 
increases  in  our  trade  relationship.  Even 
under  Mexico's  policy  of  applying  care- 
ful restraint  to  the  rate  of  hydrocarbon 
exploitation,  we  are  bound  to  remain  her 
best  energy  export  market  We  have 
been  buying  up  to  80  per  cent  of  her 
petroleum  exports  in  recent  years,  and 
have  just  reached  agreement  on  the  pur- 


Ambassador  Lucey  summarized  his 
views  on  Mexico's  unique  relation- 
ship with  the  United  States  in  this 
special  article  written  for  Forbes  as 
he  left  his  key  diplomatic  post  in 
Mexico  City  on  November  1,  after 
nearly  2  Vz  years  at  the  head  of  the  se- 
cond largest  U.S.  mission  overseas. 


chase  of  300  million  cubic  feet  a  day  of 
excess  natural  gas  production 

My  own  belief  is  that  the  relation- 
ship between  Mexico  and  the  United 
States  will  become  increasingly  produc- 
tive in  years  to  come  Our  past  experi- 
ence has  demonstrated  that  the  growing 
strength  of  our  friends  in  Europe  and 
)apan  has  been  of  benefit  to  the  United 
States,  for  we  have  always  been  able  to 
negotiate  more  easily  with  our  friends 
when  they  were  strong  and  seif-confi- 
dent  than  when  they  felt  disadvantaged 
by  our  disproportionate  power. 

The  same  will  be  true  of  Mexico.  I 
believe  that  Mexican  leaders  recognize 
that,  far  from  being  nervous  about  the 
great  increase  in  Mexican  economic 
strength  and  self-confidence,  the  United 
States  welcomes  it  as  a  healthy  develop- 
ment. 

But  our  interest  in  Mexico  extends 
well  beyond  commercial  and  energy 


policy.  As  neighbors,  on  either  side  of 
one  of  the  world's  busiest  borders,  we 
each  have  a  major  impact  on  the  social 
development  of  the  other  The  phenom- 
enon of  large  scale  migration  north  by 
undocumented  workers  seeking  jobs  in 
the  United  States  is  well-known,  and 
there  is,  as  yet,  no  clear  understanding 
of  what  either  Mexico  or  the  United 
States  can  do  to  control  a  situation  that 
neither  of  us  wants.  What  is  clear  is  that 
the  problem  affects  us  both,  and  the 
development  of  a  healthy  dialogue  be- 
tween us  on  this  and  other  sensitive 
issues  is  a  good  sign. 

Another  valid  indicator  of  the 
direction  of  our  future  relations  is  the 
unmistakable  growth  in  efforts  in  both 
of  our  countries  to  understand  the  cul- 
tural differences  that  have  made  com- 
munication between  us  difficult,  at 
times,  in  the  past.  There  are  growing 
audiences  in  Mexico  not  only  for  Ameri- 
can music  and  literature,  but  for  intel- 
lectual exchanges  which  explore  and 
explain  American  social  and  political 
processes  For  our  part,  there  is  a  dra- 
matic upsurge  in  the  interest  of  Ameri- 
cans in  Mexican  events.  The  flow  of 
scholars  and  journalists  from  the  United 
States  to  Mexico  has  never  been  greater. 

At  our  Embassy  in  Mexico,  we  wel- 
come this  interest,  for  it  contributes  to 
the  possibility  that  the  elimination  of 
centuries  of  misunderstanding  may  be 
made  more  likely  by  the  efforts  of  pri- 
vate citizens,  as  well  as  by  the  efforts  of 
our  two  governments. 

These  developments  strengthen 
my  belief  that  Mexico  and  the  United 
States,  as  equal  partners  in  a  vital  rela- 
tionship, will  be  able  to  deal  with  each 
other  in  an  atmosphere  of  increasing 
friendship  and  trust 


CLOSING  THE  CAP 


With  those  words,  President  Lopez 
Portillo  told  his  countrymen  that  Mex- 
ico is  ready  for  the  next  giant  step  in  a 
vast  modernization  program  that  will 
carry  it  into  the  ranks  of  industrialized 
nations 

At  the  mid-point  of  the  six-year 
Lopez  Portillo  administration,  the  coun- 
try has  recovered  from  the  crippling  re- 
cession of  1976  and  is  passing  through 
the  final  stage  of  a  period  of  consolida- 
tion 

Lopez  Portillo  calls  1979,  Year  Zero 
because  the  next  stage  is  one  of  ac- 
celerated growth,  powered  by  Mexico's 
fantastic  oil  discoveries  which  will 
generate  $13  billion  in  foreign  ex- 
change earnings  by  1982. 

"...We  have  revitalized  our  econ- 
omy, which  was  on  the  point  of 
collapse,"  said  the  president  in  his  State 
of  the  Nation  address  on  September  1 
"The  grave  crisis.  . has  passed." 

To  prove  his  point,  Lopez  Portillo 
offered  the  Mexican  people  seven  huge 
volumes  of  statistics,  weighing  some  25 
pounds.  At  the  bottom  line  was  one  of 
the  world's  fastest  economic  growth 
rates  From  the  nearly-stalled  Gross 
Domestic  Product  (GDP)  growth  of  only 
1.7%  when  Lopez  Portillo  assumed 
office  in  December  1976,  Mexico  has 
passed  quickly  through  his  first  two  pro- 
grammed stages  of  Recovery  and  Con- 
solidation to  reach  an  expansive  7.5% 
rate  in  his  Year  Zero.  And  the  GDP  is  ex- 
pected to  soar  to  9%  or  more  during  the 
early  1980's  when  the  growth  speed-up 
really  starts. 


"We  are  growing  economically  four  times  faster  than  in  1976, 
and  with  this  we  have  recovered  and  recently  surpassed  our 
traditional  rhythm  of  development/ 


September  1,  1979. 


The  president  points  to  many 
benchmarks  in  the  revitalized  economy. 
Dollar  reserves  stand  at  a  record  $5,285 
billion  in  primary  and  secondary  re- 
serves The  peso  remains  stable.  Real  in- 
vestment, both  domestic  and  foreign,  is 
rising  at  a  current  rate  of  about  19% 
And  more: 

•  Industrial  employment  is  grow- 
ing at  9%  annually,  and  in  1979,  for  the 
first  time,  the  nation  may  generate 
enough  jobs  to  match  the  800,000  young 
Mexicans  coming  into  the  job  market 
yearly 

•  Exports  are  up  45%,  paced  by  a 
137%  increase  to  $4 .27  billion  in  petrol- 
eum exports  by  Petroleos  Mexicanos, 
the  government  oil  monopoly  (Pemex) 

•  Steel  production  will  climb  10% 
yearly  from  1979  through  1990,  to  26 
million  tons  Auto  and  truck  production 
is  up  10%  and  Mexico  now  ranks  12th  in 
the  world,  with  anticipated  exports  of 
$3.3  billion  between  1979  and  1982. 

•  Agricultural  production,  a  peren- 
nial shortfall,  increased  5  5%,  with  21 
million  tons  in  the  10  principal  crops 

•  Four  million  tourists,  spending 
some  $1.1  billion,  will  visit  Mexico  this 
year  —  a  14%  increase. 

Inflation  remains  a  problem  but  is 
running  about  17%,  which  Lopez  Por- 
tillo points  out  is  not  too  far  behind  the 
United  States,  and  well  below  many 
other  similar  developing  countries 
where  inflation  of  over  100%  has  been 
suffered  recently.  The  balance  of  pay- 
ments deficit,  affected  by  a  55%  in- 
crease in  imports,  continues  to  widen 
But  Mexico  had  no  difficulty  financing 
the  $2.5  billion  gap,  while  simultane- 
ously its  trade  balance  deficit  was  nar- 
rowed to  only  17% 

Most  important  in  Lopez  Portillo's 
optimistic  status  report  on  the  resurgent 
Mexican  economy,  however,  is  another 
rise  in  the  figures  on  the  country's  awe- 
some petroleum  potential. 

An  increase  of  5.7  billion  barrels  in 
proven  reserves  in  only  five  months 
highlights  the  country's  extensive  ex- 
ploration efforts  and  its  determination 
to  exploit  its  most  precious  resource  as  a 
means  to  an  end:  modernization 


Jose  Lopez  Portillo, 

PRtSIDINT  Of  MtXICO 


Proven  reserves  now  stand  at  45.8 
billion  barrels,  or  more  than  seven  times 
the  known  reserves  in  1976  Probable  re- 
serves are  45  0  billion  barrels  and  poten- 
tial reserves,  200  billion  barrels.  Mexi- 
can oil  now  ranks  sixth  in  the  world,  and 
potentially  may  be  second  only  to  Saudi 
Arabia 

BUILDING  A  NEW  COUNTRY 

On  the  foundation  of  these  statis- 
tics, Lopez  Portillo  is  building  a  new 
country  Mexico  is  pumping  $17  billion 
in  developing  its  petroleum  riches,  and 
by  the  end  of  1980  will  produce  and  ex- 
port enough  oil,  natural  gas  and  petro- 
chemicals to  generate  more  than  $5  5 
billion  annually  in  export  earnings  This 
will  serve  as  the  springboard  for  a  mas- 
sive development  of  Mexico's  infra- 
structure of  dams,  power  plants,  hous- 
ing, railways,  ports  and  harbors,  mining, 
steel,  petrochemicals,  airports,  high- 
ways, irrigation  and  agro-industry,  and 
other  projects  needed  to  modernize  the 
country 

"The  fact  that  we  have  an  abun- 
dance of  oil  in  a  world  that  is  econom- 
ically disorganized  and  avid  for  energy 
sources  puts  us  in  an  excellent  position 
to  advance  our  economic  and  social 
growth  in  an  independent  and  sustained 
way,"  says  Lopez  Portillo. 

Thus,  Mexico  is  closing  the  gap 
The  thought  of  a  major  industrial  power 
developing  South  of  the  Border  will  be 
hard  to  accept  for  many  Americans  who 
are  accustomed  to  thinking  of  Mexico  as 
a  colorful  and  friendly  but  backward 
country  with  millions  of  unlettered,  ill- 
clothed  and  disadvantaged  natives 

Under  the  charismatic  Lopez  Por- 
tillo. however,  Mexico  has  big  plans. 
Some  $36.6  billion  will  be  spent  during 
his  administration  to  force-feed  the 
economy  and  provide  jobs  for  millions 
of  unemployed  and  underemployed 

By  the  year  2000,  when  MexicoCity 
will  be  the  world's  largest  metropolis 
with  a  projected  32  million  inhabitants, 
Lopez  Portillo  expects  the  country  to  be 
highly  industrialized,  providing  ample 
employment  and  good  living  standards 


This  announcement  appears  as  a  matter  of  record  only.  September  1979. 


PEMEX 

Petroleos  Mexicanos 
U.S.  $2,500,000,000 

Bankers'  Acceptance  Facility 

Arranged  by: 


BankAmerica  International  Group 

Managed  and  Provided  by: 


Bank  of  America  NT  &  SA 
The  Bank  of  Nova  Scotia 
Banque  Nationale  de  Paris 
Chemical  Bank 

The  Dai-lchi  Kangyo  Bank,  Limited 

The  Industrial  Bank  of  Japan,  Limited 

The  Long-Term  Credit  Bank  of  Japan,  Limited 

The  Mitsubishi  Bank,  Limited 

National  Westminster  Bank  Limited 

Societe  Generate 

The  Tokai  Bank,  Limited 

Co-Managed  and  Provided  by: 


Bank  of  Montreal 
The  Bank  of  Tokyo,  Ltd. 
Canadian  Imperial  Bank  of  Commerce 
Credit  Lyonnais 
Deutsche  Bank  AG 
Irving  Trust  Company 
Manufacturers  Hanover  Trust  Company 
Morgan  Guaranty  International  Bank  of  Miami 
The  Sanwa  Bank,  Limited 
Swiss  Bank  Corporation 
Westdeutsche  Landesbank  Girozentrale 


Barclays  Bank  international  Limited 

Pittsburgh  National  Bank 

and 

Banca  Nazionale  del  Lavoro 
Citicorp  International  Group 
The  Fuji  Bank.  Limited 
The  Mitsui  Bank  Limited 
The  Sumitomo  Bank,  Limited 
United  California  Bank 

Further  Provided  by: 


The  First  National  Bank  of  Chicago 


The  Bank  of  Yokohama,  Ltd. 

Dresdner  Bank  AG 
Marine  Midland  Bank 
Security  Pacific  Bank 
Union  Bank  of  Switzerland 
The  Yasuda  Trust  and  Banking  Co.  Ltd. 


Banco  Nacional  de  Mexico,  S.A.  •  Banamex  - 

Algemene  Bank  Nederland  NV 
Banca  Commerciale  Italiana 
Banco  Real  SA 

Banque  de  Pans  et  des  Pays-Bas 

Credit  Commercial  de  France 

European  American  Bank 

First  National  Bank  in  Dallas 

Manufacturers  National  Bank  of  Detroit 

Mellon  Bank  NA 

National  Bank  of  North  America 

Provident  National  Bank 

Republic  National  Bank  of  New  York 

The  Toyo  Trust  and  Banking  Company.  Limited 

United  States  National  Bank  of  Oregon 


Agent 

BANKof  AMERICA 


Bancomer,  S  A 

American  Express  International  Banking  Corporation 
Banco  di  Roma 
The  Bank  of  New  York 
The  Cleveland  Trust  Company 
Credito  Italiano 
First  City  National  Bank  of  Houston 
First  Pennsylvania  Bank  N  A. 
Maryland  National  Bank 
National  Bank  of  Detroit 
The  Nippon  Credit  Bank,  Ltd. 
Republic  National  Bank  of  Dallas 
Texas  Commerce  Bank  N  A 
Union  Bank.  California 


FIC:  Logical  Dynamism 


More  than  50  companies  in  Mexico  and 
elsewhere... manufacturing  a  wealth  of  sought- 
after  products.  And  providing  highly  special- 
ized technical  and  financial  services  through- 
out the  world.  A  process  of  integrated  industry 
and  commerce... a  process  wrought  by  thirty- 
one  thousand  people... THE  PEOPLE  OF  F.I.C. 

We've  been  called:  "the  perfect  example  of  logical 
dynamism".  "Logical"  because  so  many  of  our  wide- 
ranging  activities  are  closely  linked  by  the  same 
basic  technologies ...  "logical"  because  our 
expansion  — rapid  by  any  standards  — has  been  meti- 
culously planned  along  the  business  pathways  we 
know  best  of  all. 

•  Seeking  out  raw  materials  that  go  into  glass; 

•  Operating  chemical  facilities  that  provide  ingre- 
dients for  glassmaking  and  other  industries; 

•  Designing  and  building  sophisticated  machinery 
mainly  used  in  our  own  glass  industry; 

•  Supplying  virtually  all  of  Mexico's  needs  for 
glass  products  from  household  necessities  and 
crystal  to  architectural  components; 

•  Selling  in  the  markets  of  the  world; 

•  And  marketing  our  broad  financial  and  technical 
knowledge  —  through  our  banking  and  credit 
institutions  and  our  world-wide  technical 
assistance  and  consultation. 

Today,  we're  one  of  the  largest  holding  companies 
in  Latin  America.  We're  one  of  the  underpinnings  of 
the  national  economy  and  we're  responsible 
corporate  citizens.  Creating  new  employment 
wherever  feasible  — and  promoting  a  more  equitable 
distribution  of  income  among  our  fellow  nationals 
are  two  of  our  primary  aims. 

Our  technological  knowledge  is  another  com- 
modity in  growing  demand  — and  we've  got  a  notable 
record  marketing  it  world-wide.  For  example,  we've 
sold  our  know-how  for  a  direct  process  in  making 
glass  tumblers  to  a  major  American  glassmaker  for 
use  in  its  plants  in  the  United  States,  England  and 
Colombia. 

In  other  countries,  our  expertise  has  helped  to 
create  entirely  new  manufacturing  operations.  F.I.C. 
has  designed  and  built  glassmaking  plants  in  Brazil 
and  Guatemala.  It  has  trained  the  personnel  who 
operate  these  facilities  with  many  of  them  given  first- 
hand experience  at  F.I.C.  plants  in  Mexico  before 
their  own  installations  went  into  production.  Our  46 
per  cent  equity  interest  in  these  plants,  insures  on- 
going advice  and  guidance. 

These  examples  are  part  of  the  evidence  that  F.I.C. 
is  an  international  presence  to  be  reckoned  with.  And 
since  we're  going  to  develop  on  a  global  scale,  we 
have  to  keep  abreast  of  industrial  developments  all 
over  the  world. 


We're  accomplishing  this  largely  through  a  series 
of  technical  consulting  agreements  with  firms  in  the 
United  States,  Britain,  Japan,  Germany  and 
Czechoslovakia. 

Such  things  happen  because  the  people  of  F.I.C. 
are  able  to  bring  them  about.  Executives,  managers, 
technicians,  researchers,  operators... 

We  are  responsible  to  them  in  many  ways: 

•  We've  designed  and  constructed  well  over  five 
thousand  low-cost  houses  for  our  employees; 

•  We've  taken  much-needed  jobs  to  under- 
developed areas,  often  providing  the  initial 
stimulus  for  completely  new  population  centers 

•We  administer  extensive  medical  care  and  hos- 
pital services; 

•  Provide  free  education  for  employees'  children  in 
a  dozen  schools; 

•  And  fund  scholarships  for  outstanding  students; 

•  We  send  foodstuffs  to  employee's  homes  each 
month;  they  cost  our  employees  very  little; 

•  And  we  offer  an  array  of  recreational  and  cultural 
activities. 

Initiatives  like  these  have  enhanced  the  quality  of 
individual  lives  and  fostered  a  high  morale  at  F.I.C. 
and  have  helped  maintain  a  growth  pattern  we  think 
is  nothing  short  of  remarkable. 


GRUPO  FIC 


THIS  IS  F.I.C. 

A  logical  dynamism— moving  us 
into  the  mainstream  of  the 
markets  of  tomorrow. 


Apartado  Postal  497,  Monterrey,  N.L.  Mexico 


CLOSING  THE  CAP 


for  its  rapidly-increasing  population  It 
A'ill  be  self-sufficient  in  most  ways,  with 
Darticular  stress  on  capital  goods,  now 
neavily  imported;  and  agriculture, 
where  now  Mexico  still  needs  to  import, 
?ven  in  such  traditional  staples  as  corn, 
:o  meet  its  basic  food  requirements 

Equally  significant  is  the  likelihood 
:hat  by  the  turn  of  the  century,  Mexico 
^ill  be  a  full-fledged  partner  in  what 
iome  economists  see  as  a  future  North 
American  common  market.  Even  today, 
vlexico  is  arriving  at  a  stage  where  it  can 
negotiate  eye  to  eye  with  its  superpower 
neighbor.  But  the  growing  interdepen- 
dence of  the  two  countries  in  the  past 
wo  decades,  plus  the  potential  role  that 
vlexico  might  fill  in  meeting  mounting 
J.S.  energy  needs,  assures  a  much 
:loser  future  relationship 

Mexico  and  the  United  States  al- 
eady  are  linked  in  a  much  closer  trading 
partnership  than  generally  recognized 
They  share  more  than  $8  6  billion  in 
annual  trade.  The  United  States  is  Mex- 
co's  best  customer,  buying  almost  70% 
)f  all  Mexican  exports  The  trade  is  far 
rom  one-sided,  however,  since  Mexico 
s  the  fourth-heaviest  buyer  of  North 
\merican  products 

Traditionally,  the  United  States  has 
lad  an  appreciable  positive  trade  bal- 
ance with  Mexico,  but  paradoxically  this 
nas  diminished  in  recent  years  the  ex- 
port of  U.S.  products  continues  to 
nount  Swelling  Mexican  petroleum  ex- 
ports are  responsible  for  the  change, 
ind  by  1980  the  balance  may  turn  posi- 
ive  for  Mexico  Heavy  shipments  of 
ivinter  crops  and  a  booming  tourist  busi- 
ness add  to  the  favorable  trade  pros- 
pects for  Mexico. 

THE  "WETBACK"  SAFETY  VALVE 

For  more  than  50  years,  the  safety 
alve  for  Mexico's  explosive  population 
;rowth  has  been  a  vast  stream  of  illegal 
nigration  across  the  border.  Once  these 
vere  known  as  "wetbacks"  because 
'hey  supposedly  swam  the  Rio  Grande 
Into  Texas   More  properly,  they  are 
ailed  "braceros,"  or  hand  laborers 
Vhile  lacking  documentation,  gener- 
ally they  have  been  welcomed  by  Amer- 
can  farmers  and  others  who  found  them 
;;ood  workers  filling  an  appreciable  gap 
It  the  lower  end  of  the  labor  scale 

Today,  some  800,000  to  one  million 
Mexicans  are  believed  to  be  slipping 
[  cross  the  border  every  year.  Some  U  S. 
•fficials  think  as  many  as  12  million  ille- 
al  migrants  are  living  in  Texas,  Califor- 
ia,  Arizona  and  New  Mexico  They  fit 
asily  into  the  Spanish-language  culture 
/hich  dominates  large  areas  of  the 


We're  Cameron  Iron  Works.  One  of  the 
largest  on-the-scene  companies  in  world- 
wide energy  development  and  power 
generation. 

We  build  and  supply  equipment  that 
makes  it  easier  for  other  companies  to  drill 
for  energy,  produce  it  and  transport  it.  And 
while  our  products  lead  the  industry,  we 
never  stop  improving  them.  Because  the 
better  we  can  equip  the  energy 
companies,  the  brighter 
the  big  picture 
will  be  for 
everyone. 


|uip  the  energy 

irighter  *m 


c;  1979  CAMERON  IRON  WORKS,  INC..  WORLD  HEADQUARTERS.  HOUSTON,  TEXAS 


CAMERON,  WHERE  ONE  GOOD  THING 
ALWAYS  LEADS  TO  ANOTHER. 


CLOSING  THE  CAP 


Southwest  because  of  its  Mexican  heri- 
tage. The  undermanned  U.S.  border 
patrol  and  immigration  agents  make  a 
hopeless  effort  to  slow  the  tide,  but  the 
ill-conceived  efforts  earlier  this  year  to 
raise  a  "tortilla  curtain"  with  storm 
fencing  at  heavily-traveled  crossing 
points  did  little  more  than  shorten 
tempers  on  both  sides. 

As  one  of  the  major  issues  on  the 
diplomatic  agenda,  the  theme  of  undoc- 
umented workers  has  played  a  big  role 
in  the  two  1979  summit  meetings  be- 
tween presidents  Lopez  Portillo  and 
Jimmy  Carter  Both  chief  executives 
acknowledged  the  strong  emotional 
connotations,  as  well  as  socio-economic 
implications,  to  the  migration  of  large 
numbers  of  Mexico's  unemployed  into 
the  American  border  states.  It  also  is 
coming  to  be  recognized  that  while  the 
surge  of  migrant  labor  is  a  problem,  it  is 
a  partial  solution  to  the  U.S.  need  for 
farm  hands  and  to  Mexican  unemploy- 
ment. 

Lopez  Portillo,  conceding  that 
Mexican  population  pressures  are  re- 
sponsible for  the  migrant  tide,  has  taken 
a  stand  against  stop-gap  solutions  and 
tacitly  urges  U.S.  understanding  not 
only  of  the  workers'  plight  but  also  of 
the  mutual  benefits  to  both  countries. 

When  the  president  assumed  office 
on  December  1,  1976,  Mexico  had  been 
shattered  by  a  traumatic  devaluation  of 
the  peso  and  lay  in  the  throes  of  a  devas- 
'  tating  recession.  His  success  in  restoring 
confidence  and  reversing  a  disastrous 
slide  has  brought  him  to  the  forefront 
among  leaders  of  developing  nations, 
and  placed  Mexico  in  the  spotlight  for 
investment  and  financial  assistance 
from  all  over  the  world 

PETROLEUM: 
THE  PROVIDENTIAL  SOLUTION 

The  parallel  discovery  of  vast  de- 
posits of  oil  and  natural  gas  along  Mex- 
ico's gulf  coast  gave  the  new  president 
the  tools  he  needed  for  his  Alliance  for 
Production,  which  combined  the  efforts 
of  business,  labor  and  government  to- 
ward.economic  recovery. 

As  the  tremendous  significance  of 
the  newfound  oil  wealth  became  appar- 
ent, Lopez  Portillo  announced  plans  for 
massive  infusions  of  oil  earnings  into 
development  projects  for  the  country's 
infrastructure. 

"Petroleum  is  the  fundamental 
focal  point  for  industrial  development 
of  this  country,  and  will  finance  its  trans- 
formation into  a  modern  industrialized 
nation,"  he  says. 


Lopez  Portillo  came  easily  to  this 
recognition  of  the  value  of  Mexico's  un- 
precedented oil  discoveries  beginning 
in  1976.  The  59-year-old  president  is  the 
son  of  one  of  Mexico's  leading  oil 
authorities,  and  himself  was  a  top  offi- 
cial in  the  agency  responsible  for  nat- 
ural resources  when  the  first  hints  of  a 
future  oil  bonanza  were  uncovered  in 
1972 

But  despite  the  obvious  temptation 
to  rush  to  fill  the  energy  gap  left  by  Iran 
and  restricted  Middle  East  production, 
Lopez  Portillo  is  tightening  the  reins  to 
conserve  his  nation's  oil  resources 
through  the  end  of  the  century  and 
beyond. 

"Our  hydrocarbon  reserves . . .  have 
brought  Mexico  new  responsibilities  of  a 
type  we  have  not  been  accustomed  to  in 
the  past,"  he  says.  "We  have  a  non- 
renewable resource  that  is  real  and  valu- 
able, one  that  everyone  wants ...  This  in- 
volves a  commitment  and  an  obligation 
to  ourselves,  but  also  calls  for  solidarity 
with  other  people  in  the  world  who  are 
suffering  the  impact  of  an  unprece- 
dented energy  crisis. 

"We  will  therefore  never  enter  spot 
or  speculative  markets  that  further  dis- 
rupt the  world  economy  and  would  later 
have  unfavorable  repercussions  on  us." 

GENERATING  PROGRESS 
NOT  INFLATION 

The  Mexican  president  also  ex- 
presses caution  about  squandering  his 
country's  petroleum  resources  at  a  pace 
which  the  economy  cannot  digest,  thus 
generating  inflation  and  corruption  in- 
stead of  progress. 

"It  would  be  ironic  if  a  country  that 
needs  financial  resources  for  specific 
projects,  many  of  them  already  drawn 
up,  should  have  to  become  an  exporter 
of  capital  and  manpower  because  of  its 
lack  of  absorbent  capacity,"  he  ex- 
plains. "The  world  offers  tragic  exam- 
ples, and  Mexico  is  neither  in  a  position 
to  imitate  them,  nor  does  it  propose  to 
do  so  " 

Another  409  wells  will  be  drilled 
this  year,  and  production  of  what  the 
Mexicans  call  "energetics"  —  oil, 
natural  gas  and  petrochemicals  —  has 
been  increased  to  meet  the  new 
development  goals.  Daily  oil 
production  will  reach  1 .8  million  barrels 
per  day  bv  the  end  of  1979,  and  the 
original  1982  target  of  2.25  million  will 
be  achieved  by  the  end  of  next  year. 

This  means  that  exports  can  be  in- 
creased to  more  than  1  1  million  barrels 


a  day  by  the  end  of  1980,  generatir 
more  than  $5.5  billion  in  foreign  el 
change  earnings  yearly 

Seeking  to  diversify  its  marke 
Pemex  is  busily  signing  export  agre 
ments  with  dozens  of  countries  anxiou 
to  secure  their  energy  requiremen 
from  this  new  and  stable  source.  Bi 
much  of  Mexican  oil  exports  will  coJ 
tinue  to  flow  to  the  United  States,  i 
traditional  best  customer. 

Simultaneously,  Pemex  is  buildir 
the  plants  and  laying  the  pipelines  t 
capitalize  on  enormous  natural  gas  n 
serves  which  following  successful  neg< 
tiations  in  September,  will  eventually  b 
piped  across  the  Texas  border  to  eas 
future  U.S.  energy  requirements  And  ii 
a  parallel  program,  Mexico  is  in  th 
midst  of  the  world's  largest  six-year  pla 
in  petrochemicals. 

BILLIONS  FOR  DEVELOPMENT 

The  scope  of  the  transformatioi 
signaled  by  Lopez  Portillo  is  impressive 
New  industrial,  agricultural  and  infra 
structure  projects  are  moving  ahead  s< 
fast  that  it's  hard  to  keep  up  with  th 
action.  Thirty  nine  major  projects  ar 
underway.  Among  the  highlights  ar 
these  on-going  developments 

•  At  a  $1  billion  a  year  pace,  th< 
government-operated  Federal  Electric 
ity  Commission  is  building  power  plant 
and  transmission  facilities  all  across  thi 
country  to  raise  capacity  from  the  cur 
rent  13.7  million  kilowatts  to  20  million 
KW  by  1982,  or  double  the  capacity 
when  Lopez  Portillo  took  over  in  1976 
Among  the  plants  is  Laguna  Verde,  Mex 
ico's  first  nuclear-fueled  plant,  a  bill iom 
dollar  Veracruz  state  complex  to  be 
completed  in  1983. 

•  Construction  of  a  giant  industria 
complex  at  the  Michoacan  coastal  c\t\ 
of  Lazaro  Cardenas,  an  entirely  new 
manufacturing  area  which  has  growr 
from  1,300  inhabitants  in  1970  to  more 
than  50,000  today  It  is  the  site  o 
SICARTSA,  the  largest  steel  plant  ir 
Latin  America,  plus  petrochemical  anc 
other  industrial  operations. 

•  Development  of  the  Rio  Escon 
dido  coal  mining  complex  along  with 
gigantic  coal-fueled  power  plants  at 
Piedras  Negras,  near  the  Texas  border 
Mining  of  some  300  million  tons  ofj 
proven  coal  reserves  will  make  it  one  ofl 
the  largest  operations  of  its  type 

•  A  $1.75  billion  modernization  ofi 
the  country's  railroads,  plus  over  $500 
million  in  current  highway  construction! 
and  improvement,  and  heavy  invest 


The  sound  of 
Mexico  is  everywhere. 

And  it's  the  sound  of  the  magnificent  past. 

There  you  are  In  your  horse-drawn  calesa . . .  serenaded  by 
harness  bells . . .  riding  by  Merlda's  lovely  old  churches  and 
mansions.  There  yon  are  at  die  gateway  to  the  Yucatan.  So  close 
to  the  ancient  world  of  the  Maya  and  the  dazzling 
resort  world  of  the  Mexican  Caribbean. 

The  sound  of  Mexico  reaches  out...  to  the  A  1 

fascinating  towns  dotting  our  Indepen- 

dence  Route.  It's  the  clatter  of  a  wooden  M 
loom  in  San  Miguel  de  Allende.  The 
rhythm  of  music  and  dance  at 
Guanajuato's  Cervantes  Festival. 
The  splash  of  graceful  "butterfly" 
nets  on  scenic  Lake  Patzcuaro. 

The  sound  of  Mexico  is  the  sound 
friendship*  and  value,  too.  It's 
our  cities,  archaeological 
sights,  resorts.  Come . 
hear  it  for  y 


Merlda. 
Stepping  stone  to 
our  Caribbean  resorts . . . 
r_.       Cancan,  Cozumel, 
Isla  Mojeres. 


See  your  ASTA  Travel  Agent  tfgfgj 


MEXICO 

I  The  Amlgo  Country 

MEXICAN  GOVERNMENT 
TOURIST  OFFICE 

9701  Wilshire  Boulevard— Suite  1201 
Beverly  Hills,  CA.  90212 

Tell  me  more  Please  send  your 
'Wonderful  Mexico"  brochure. 


Name  

Address_ 

City  

State  


Zip 


Sccrclaria  dc  Turisnio  • 


(Please  print) 


F-1 1/12/79 


MEXICO: 

CLOSING  THE  CAP 


ment  in  airport  expansion  and  modern- 
ization, plus  port  and  harbor  develop- 
ment on  both  coasts 

•  Multiple  projects  to  boost  agri- 
cultural production,  including  $550 
million  by  1982  on  irrigation  projects 
throughout  Mexico,  and  a  $700  million 
expansion  of  chemical  fertilizer  produc- 
tion by  Fertilizantes  Mexicanas,  a  para- 
state  company  at  Lazaro  Cardenas. 


•  Development  of  major  new  tour- 
ism centers  at  Cancun,  on  the  Yucatan 
peninsula;  in  Baja,  California,  and  along 
the  Pacific  Coast  at  such  winter  spas  as 
Ixtapa,  Puerto  Vallarta,  Manzanillo  and 
Mazatlan  Hotel  capacity  will  be  virtu- 
ally doubled  through  heavy  foreign  and 
domestic  private  investment 

•  Expansion  of  steel  capacity  at 
government  and  private  mills  to  14 


First  Boston... 

brings  worldwide 
•expertise  to  the 
challenge  of 
raising  capital 

for  Mexico's 
economic  growth. 

First  Boston  has  been  the  leader  in  arranging 
long-term  fixed  rate  financing  for  the  rapidly 
expanding  Mexican  private  sector.  In  1975, 
First  Boston  raised  $37.5  million  for  Celanese 
Mexicana.  Last  year,  we  raised  $45  million  for 
Industrias  Penoles  and  $65  million  for  Hylsa,  a 
subsidiary  of  Grupo  Industrial  Alfa. 

First  Boston  is  active  in  providing  financial 
services  to  the  public  sector  as  well.  We  intro- 
duced Mexico  to  the  U.S.  public  securities 
market  in  1963. 

First  Boston  is  proud  of  its  record  as  an 
investment  banker  in  Mexico.  We  have  raised 
$2.1  billion  for  Mexican  entities  since  1 970. 

To  put  our  experience  to  work  for  you,  call 
George  Weiksner,  Charles  Lilien,  or  Michael 
Singer  at  [212)  825-2000.  TELEX  42-0950. 

(It)  First  Boston 

Thinking  capital 


million  tons  by  1980,  and  a  $1  36  billio 
program  to  revitalize  the  sagging  minin 
industry 

•  A  $1.1  billion  program  to  instal 
an  initial  50  miles  of  suburban  railroat 
around  Mexico  City,  combined  with  . 
multibillion  dollar  continuing  develop 
ment  of  the  modern  underground  metn 
system  which  will  have  over  300  miles  o 
track  by  the  year  2010 

•  Large  federally-funded  housin; 
development,  expansion  of  the  nation' 
educational  system  and  other  moves  t< 
improve  living  standards  for  a  large  seg 
ment  of  the  population  with  minimun 
income 

Add  to  these,  billions  in  private  en 
terprise:  a  $350  million  General  Motor 
plant,  the  largest  single  complex  eve 
built  by  the  auto  manufacturer;  $6t 
million  by  Celanese  and  Resistol  in  new 
plastics  plants  with  Mexican  partners 
$150  million  for  the  production  of  antl 
contamination  equipment  by  Guadala 
jara  small  industry. 

Alfa  Group,  the  Monterrey-base< 
conglomerate  that  is  the  nation's  larges 
private  company,  is  launching  joint  ven 
tures  to  build  aluminum  engine  part] 
and  turbogenerators  with  Hitachi 
Kaiser  Steel  is  joining  with  two  )apanes 
firms,  Marubeni-lida  and  Nippon  Stee 
in  a  $48  million  pipe  plant  in  partnership 
with  the  Mexican  firm,  Tubaceros  Gooc 
year  is  launching  a  $24  7  expansion 

Tubos  de  Acero  de  Mexico,  Me> 
ico's  leading  steel  pipe  manufacture 
will  spend  $600  million  over  six  years  t| 
increase  production  from  250,000  tons 
year  to  550,000.  Like  many  other  mant 
facturers  whose  output  is  linked  to  thi 
oil  boom,  TAMSA  supplies  80%  of  it) 
pipe  to  Pemex 

To  put  the  size  of  the  project  in  pel 
spective,  the  investment  required  is  fat 
larger  than  the  $350  million  that  Genera 
Motors  will  spend  on  an  entire  auti 
manufacturing  complex,  including  al 
engine  plant  and  assembly  plant,  to  b< 
bujlt  near  Saltillo,  Coahuila 

TAMSA  will  expand  its  vertically) 
integrated  Veracruz  plant  in  two  stage? 
The  first  stage  will  increase  volurri' 
from  the  present  250,000  tons  per  yea 
to  400,000  tons  by  1983  The  secom 
stage  will  add  another  150,000  tons  o 
pipe  production  by  1986.  Each  stage  wil 
cost  $300  million 

Eighty  percent  of  TAMSA  sales  ar 
to  Pemex,  and  currently  run  about  $15 
million  yearly  for  seamless  pipe.  TAMS 
supplies  mainly  casing,  tubing  and  dri 
pipe  for  which  Pemex  is  the  only  cor 


MEXICO'S  OIL  BUSINESS 
IS  GROWING  RAPIDLY 
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cer  of  seamless  steel 


pipe  our  only  limit  for  sales  in  Mexico  is  our 
production  capacity. 

Since  1954  when  the  first  seamless  steel  pipe 
was  produced  in  Mexico  by  TAMSA  it  represented 
a  step  forward  for  the  integration  of  the 
Mexican  Petroleum  Industry.  From  that  moment 
Petroleum  Industry  could  depend  on  a 
domestic  source  for  one  of  if  s  basic  materials. 

TAMSA  produces  casing,  to  sustain  unstable 
walls  of  oil  and  gas  wells,  tubing,  to  extract 
crude  oil  and  gas,  drill  pipe  that  is  used  in  the 
drilling  of  wells,  and  seamless  line  pipe, 
to  transport  crude  oil  and  natural  gas. 


TAMSA  also  produces  its  own  steel  wich 
ensures  quality  control  in  all  phases  of  production. 

The  Petroleum  Industry  is  growing  rapidly 
in  Mexico,  this  in  turn  has  made  it  necessary 
for  TAMSA  to  plan  a  corresponding  increase 
in  rfs  own  facilities. 

During  the  next  five  years  TAMSA  will  expand  all 
of  it's  installations  raising  production  of  sponge 
iron,  steel,  and  pipes. 

Oil  is  the  key  to  Mexico's  economic  development, 
TAMSA  is  ifs  partner  in  progress. 

Oil  and  TAMSA  are  growing  together  for  Mexico's 
development. 


Tubos  de  Acero  de  Mexico  S.A. 
Head  offices:  Paris  15  Mexico,  4,  D.F. 


Mexico's  First 
Full  Service  Bank, 
Multibanco  Comermex, 
now  in  London. 


* 
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We  opened  our  branch  in  London  last  September, 
with  this  new  extension  to  our  international 
network,  Multibanco  Comermex  now  gives  you  a 
better  opportunity  to  trade  with  Mexico.  We  want  to 
help  you  in: 

-  import  and  export  promotion  and  financing 

-  investment  and  merchant  banking  backing 

-  trust  services 

-  joint  venture  investments 

-  foreign  exchange 

-  money  transfers  and  collections 

-  all  other  ordinary  banking  facilities 

If  you  are  thinking  of  diversification,  establishing  an 
industrial  plant  in  Mexico  or  participating  in  its 
booming  tourism,  we,  at  Multibanco  Comermex, 
one  of  the  largest  banks  in  Mexico  with  300 
branches  in  over  170  cities,  can  tell  you  all  you  need 
to  know  about  the  Mexican  Market. 


LONDON,  U.K.:  Scottish  Union  House  25  Bucklebury.  London  EC  4N  8DR,  Phone 
(441)  236-1751 

LOS  ANGELES,  CAL.:  707  Wilshire  Blvd  57th  floor.  Los  Angeles,  Cal  90017 
MADRID,  SPAIN:  General  Sanjurjo  #  58.  Madrid. Spain  Phone:  (341 )  234-4270 
MEXICO  CITY:  Plaza  Comermex,  Mexico  10,  D  F  Phone:  557-86-22 
NEW  YORK,  N.Y.:  1  State  Street  Plaza.  20th,  floor,  New  York,  N  Y  10004  Phone:  (212) 
422-9650 

SAO  PAULO,  BRAZIL:  Rua  Libera  Badaro  377.  Conj  1910  11.  Sao  Paulo,  Brazil 

Phone:  (5511)  36-73-76 


If  it's  time  to  invest  in  Mexico...  It  is  time  to  come  to 

Multibanco  Comermex 

Ask  us  l 

UO  •  Aut.  CNB  601-11-17815 
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sumer  Total  company  sales  are  at 
$212  million  annually.  TAMSA  emp 
4,900,  but  will  increase  its  work  fe 
notably  once  the  expansion  progra 
underway. 

The  government  also  is  contini 
its  structural  reform  of  the  trading 
tern.  Import  license  requirements  gr 
ally  are  being  replaced  by  tariffs.  C 
sumer  goods  that  previously  were 
nied  licenses,  consequently,  are  I 
entering  the  Mexican  market  S< 
5,000  license  items  were  eliminate 
the  past  year.  The  government  simil 
is  considering  entering  the  Gen 
Agreement  on  Trade  and  Tariffs  |GA 
Next  year,  Mexico  switches  to  the  1 
value-added  tax  system  and  elimin 
its  pyramiding  4%  mercantile  inco 
system 

Investment  is  pouring  in  f 
around  the  world  to  help  finance  t> 
ican  development  Private  inves 
from  the  United  States,  Japan,  Fra 
Great  Britain,  West  Germany,  Can 
and  a  dozen  others  are  deeply  invoi 
in  the  Mexican  economic  scene  Di 
U.S.  investment  alone  will  amoun 
some  $503  million  dollars  during  19 
31  %  increase.  Actually,  American  in 
tors  account  for  nearly  three-quarte 
the  $6  billion  in  foreign  investment 
porting  Mexican  development. 

But  the  accelerated  pace  of  h 
ican  growth  also  requires  heavy  funi 
from  international  lending  orgar 
tions  and  foreign  governments 
World  Bank,  the  Inter-American  De 
opment  Bank  (IDB),  the  U.S.  ExJ 
Import  Bank,  as  well  as  private  h 
consortia,  have  channeled  bill ioni 
development  loans  to  Mexico.  Curr 
ly,  Mexico  is  the  IDB's  second  lar 
client  A  recent  $2  5  billion  credi 
Petroleos  Mexicanos  by  a  syndicat 
66  international  banks  is  said  to  be 
largest  such  line  of  credit  e 
assembled. 

Government  investment  will 
another  $11  96  billion  for  the  pu 
sector,  an  increase  of  38  2%  over  1 

With  this  panorama,  Lopez  Por  ^ 
signals  that  immediately  ahead 
—  Mexico  will  be  ready  with  a  prog 
"which  responds  to  the  imperative  r 
to  consolidate  our  economy,  maim 
ing  the  bases  of  recovery  and  resol 
the  bottlenecks,  in  a  context  where 
plus  petroleum  opens  for  us  the 
traordinary  perspectiveof  financial 
determination  " 

Thus,  Mexico's  economic  cris 
widely  considered  to  be  over,  and  , 
300  years  of  underdevelopment, 
country  apparently  is  on  the  way  in 
period  of  long-term  economic  grc 
and  politic  al  evolution  HHIIII 
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ee  economy  has  answers  for  those  who  say 
ernment  must  protect  us  from  big  busi- 
K  Sometimes  they  are  an  investor's  dream. 


Many  are  called, 
and  a  few  chosen 
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The  Up-And-Comers 
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By  Geoffrey  Smith 


n  Wall  Street  they  speak  of 
"threshold    companies"    or  of 
"emerging  growth  companies." 
Forbes  prefer  to  call  them  "Up- 
'omers."  They  are  too  small  for  the 
500  lists.  But  if  they  keep  up  the 
some  of  them  might  make  future 
500  lists  and  a  few  might  even 
le  household  names, 
fashionable  to  groan  about  corpo- 
oncentration.  But  for  every  big 
my  that  disappears  into  a  bigger 
k>  liny  through  merger,  a  couple  of 
is  nes  come  along  and  take  its  place. 
Forbes'    Annual    Report  on 
can  Industry.  To  be  listed  last  year 
ipany  needed  minimum  sales  of 


$275  million.  Yet  there  were  1,006  com- 
panies on  the  list.  Can  one  call  that  con- 
centrated power?  Compared  with  gov- 
ernment power  or  union  power,  corpo- 
rate power  seems  quite  diffuse. 

Beyond  these  1,006,  there  are  thou- 
sands of  businesses  that,  if  not  huge,  are 
certainly  substantial.  There  are  roughly 
3,000  public  companies  too  small  for 
Forbes'  normal  coverage.  We  have  se- 
lected one  in  ten  as  our  Up-And-Comers. 

To  begin  with,  we  decided  quite  arbi- 
trarily that  a  company  over  $100  million 
in  sales  had  already  "emerged"  suffi- 
ciently to  be  a  reasonably  well-known 
entity.  So  it  was  excluded. 

Here's  what  these  under-$100-million 
outfits  needed  to  be  an  Up-And-Comer: 

To  have  performed  at  least  as  well  as 


the  top  third  of  the  largest  U.S.  corpora- 
tions in  our  Annual  Report  on  American 
Industry.  In  other  words,  a  company  had 
to  have  turned  in  an  average  of  at  least 
15%  a  year  in  compounded  earnings 
growth  for  the  period  1974-78.  Plus: 

An  average  of  at  least  15%  a  year  re- 
turn on  equity  for  those  five  years. 

Any  company  that  needed  more  than 
50%  long-term  debt  in  its  capital  struc- 
ture to  do  that  was  taken  off  the  list  as  a 
bit  too  risky  in  these  troubled  times. 

As  a  commentary  on  these  statistics, 
on  pages  216-229  Fobbes  talks  to  three 
top  finance  people  who  specialize  in 
small  to  medium-size  companies:  Bill 
Comfort,  chairman  of  Citicorp  Venture 
Capital,  who  argues  that  Up-And- 
Comers  are  the  very  best  inflation  hedge; 
Dick  Hexter,  of  "development  bankers" 
Ardshiel  Associates,  who  describes  typi- 
cal problems  growing  companies  have  in 
figuring  their  capital  needs,-  and  Don 
Sutherland  of  Quincy  Partners,  a  private 
investing  group  that  does  leveraged 
buyouts  on  doggy  little  companies  that 
then  get  resold  at  a  substantial  profit  a 
few  years  later. 

Finally,  on  page  233  we  throw  the 
spotlight  on  Up-And-Comer  Quality 
Care,  a  very  promising  small  company 
with  a  good  idea  almost  anyone  could 
have  had,  but  not  everyone  could  have 
implemented  as  shrewdly. 

Helpful  as  these  yardsticks  may  be,  an 
Up-And-Comer  can't  be  picked  solely  on 
,the  strength  of  such  statistics.  In  one  of 
the  interviews  that  follow,  Ardshiel's 
Dick  Hexter  puts  it  neatly:  "You  learn 
after  you've  been  in  this  business  awhile 
to  stop  investing  in  products  and  ideas, 
and  invest  only  in  people."  Put  it  this 
way:  The  most  important  ingredient  is 
the  hardest  to  quantify. 


Up-And-Comers  class  of  '79 


Over  300  small  companies  whose  track  records  in  growth  and  profitability  over  the  past  five  years  look  promising. 
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Scripps-Howard  Brdcst 

radio  &  tv  stations 

4 1 .06% 

34. 1 2% 

18% 

$65.34 

$14.47 
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marketing  sve  organization 

38.86 

29.94 

28 

26.46 

1.65 

6.23 

7.38 

0 

10 

2.21 

Eldon  Inds 

soldering  irons;  desk  access 

38.55 

25. 1 7 

26 

36.52 

1.89 

5.17 

7.11 

37 

7y4 

1.79 

Impel  1 

consultant  to  nuclear  ind 

38.00 

28.70 

26 

23.10 

3.20 

13.85 

6.62 

4 

23  Va 

1.90 

Dual  Lite 

emergency  kg/safety  equip 

37.77 

24.78 

21 

33.29 

3.85 

11.56 

6.86 

24 

9Vi 

1.70 

Tucker  Drilling 

contract  drilling;  oil/gas 

37.41 

26.36 

33 

16.24 

1.86 

11.45 

3.49 

37 

11 '/4 

.92 

Versa  Technologies 

silicone  rubber,  fluid  pwr 

37.37 

24.38 

21 

16.74 

1.73 

10.33 

6.07 

17 

10'A 

1.48 

Marvin  Josephson  Assn 

t.ilcnt  agency;  tv  prod;  radio 

36.3 1 

63.43 

86 

37.65 

5.23 

13.89 

3.20 

14 

13 

2.03 

SafeCard  Services 

credit  card  loss  service 

36.09 

24.49 

144 

8.00 

1.36 

17.00 

5.92 

o 

1  1% 

1.45 

Cafeterias 

operates  cafeterias 

35.69 

24.42 

33 

77.90 

6.51 

8.35 

7.37 

25 

22 

1.80 

Keystone  IntI 

butterfly  valves,  accessories 

35.52 

26.25 

18 

83.63 

10.29 

12.30 

6.36 

1 

23  Vi 

1.67 

Alico 

Florida  land,  farm,  cattle 

34.64 

43.32 

52 

16.10 

5.51 

34.22 

6.07 

35 

27 

2.63 

Guaranty  Natl 

multiline  insurance 

34.63 

32.81 

65 

27.76 

4.82 

17.36 

7.71 

1 

14!/4 

2.53 

AT  Cross 

fine  writing  instruments 

33.91 

29.09 

24 

73.30 

1 1.39 

15.53 

10.62 

0 

31 V* 

3.09 

Gray  Communications 

tv  stations,  newspapers 

33.66 

25.45 

23 

23.75 

1.75 

7.36 

13.83 

22 

27 

3.52 

Pacesetter 

residential  improv  prods 

33.59 

30.25 

36 

33.78 

3.19 

9.44 

4.33 

0 

13% 

1.31 

Manufact'g  Data  Sys 

machine  tool  computer  sve 

33.42 

26.13 

45 

28.62 

3.26 

11.39 

5.05 

0 

27% 

1.32 

Autotrol 

water  treatment  control  sys 

32.76 

17.30 

63 

34.38 

2.99 

8.69 

6.82 

95 

15'/2 

1.18 

Alabama  Tenn  Nat  Gas 

natural  gas  pipeline  sys 

32.69 

35.84 

25 

37.45 

3.17 

8.46 

12.33 

17 

271/4 

4.42 

Great  Lakes  Chemicals 

bromine  &  specialty  chem 

32.62 

26.19 

22 

87.44 

13.28 

15.18 

8.82 

9 

33% 

2.31 

Dranetz  Engr  Labs 

mfr  electronic  test  equip 

32.15 

41.05 

103 

8.40 

1.1 1 

13.21 

2.46 

5 

10% 

1.01 

Spectrum  Control 

electronic  pollution  control 

32.01 

23.84 

17 

6.78 

.57 

8.40 

2.60 

74 

9 

.62 

Anacomp 

computer  services 

31.92 

41.22 

46 

38.12 

2.65 

6.95 

2.28 

81 

18 

.94 

Plenum  Publishing 

publish  journals,  books 

31.78 

40.72 

43 

20.82 

2.66 

12.77 

5.82 

4 

191/2 

2.37 

Showboat 

Las  Vegas  hotels,  casinos 

31.44 

23.10 

18 

32.46 

5.14 

15.83 

12.12 

11 

20 

2.80 

Atlantic  Oil 

metal  casting;  oil  &  gas 

31.10 

23.33 

63 

7.72 

.59 

7.64 

1.50 

.37 

6!/4 

.35 

Physio  Control 

electronic  medical  instrum 

30.67 

29.37 

30 

28.16 

2.58 

9.16 

7.25 

15 

33% 

2.13 

Pic  'n'  Save 

"close  out"  mdse  retail  strs 

30.54 

24.28 

36 

63.36 

6.92 

10.92 

6.30 

5. 

15 

1.53 

Redken  Labs 

prof  hair  &  skin  care  prods 

30.44 

18.44 

18 

65.04 

4.41 

6.78 

10.41 

39 

1 1 

1.92 

Thetford 

sanitation  sys,  rec  veh 

30.38 

5.76 

105 

35.09 

1.94 

5.52 

5.55 

81 

4% 

.32 

Molex 

elec/electron  devices 

30.24 

27.80 

36 

98.11 

13.57 

13.83 

14.10 

4 

37% 

3.92 

Woods  Petroleum 

oil/gas  explor/production 

29.90 

18.19 

17 

33.09 

11.48 

34.69 

10.55 

17 

33 

1.92 

Cedar  Point 

amusement  park,  hotel 

29.84 

23.41 

16 

53.88 

9.49 

17.61 

12.90 

12 

26!/4 

3.02 

llltClldV-C  J  »1 1  L  1 1  (1  III  N 1  Ii> 

a  ■ 

lriir  printing/reading  sys 

29.75 

41.13 

0^ 

fx  70 
O.  f  t. 

l  rn 
1  .uo 

i  '  ■  - 

l  zti 
i.ti 

0  /» 

.JO 

Applied  Data  Research 

software  development 

29.73 

17.80 

56 

22.63 

1.98 

8.74 

5.56 

39 

9¥i 

.99 

Dome  Mines  Ltd 

Canada  gold  mine 

29.60 

28.91 

27 

80.83 

52.57 

65.03 

10.93 

0 

413/4 

3.16 

Nicolet  Instrument 

electronic  measuring  instr 

29.55 

24.89 

21 

34.46 

2.77 

8.03 

4.74 

54 

17 

1.18 

TBar 

data  switch'g  &  control  eq 

29.45 

32.74 

41 

12.67 

1.10 

8.68 

3.97 

40 

l9'/l 

1.30 

S  f  1 1 « 1  Air 

".■IHU  tit 

,.             .  . 
pacKaging  material 

29.38 

24.57 

1  s 
l  o 

Jt.ZO 

3  66 

6  74 

7  12 

q 

151/2 

1  75 

Delhi  Intl  Oil 

oil  &  gas  expl  and  prod 

29.26 

17.30 

33 

12.65 

3.66 

28.93 

5.26 

83 

21% 

.91 

Lawson  Products 

repair/replacement  fasteners 

29.05 

20.99 

15 

63.03 

6.08 

9.64 

9.48 

0 

23 '/4 

1.99 

Mite 

fasteners;  industrial  prods 

29.04 

39.29 

30 

59.40 

5.92 

9.96 

7.71 

93 

21'/g 

3.03 

Charming  Shoppes 

women's  specialty  stores 

28.88 

32.73 

43 

85.19 

7.00 

8.21 

2.78 

14 

7% 

.91 

Varco  Intl 

nil      pas  flrillinp  tnnls/pniiin 

28.68 

19.71 

16 

50.63 

4.66 

9.20 

1 1. 16 

64 

241/2 

2.20 

Statesman  Group 

insurance  hldg  co 

28.33 

25.94 

31 

66.16 

4.16 

6.28 

5.05 

58 

5% 

1.31 

Valleylab 

electrosurgical  equip 

28.33 

1 7. 14 

28 

15.28 

1.28 

8.37 

3.85 

36 

10 

.66 

Carboline 

protective  coatings  &  linings 

28.21 

22.97 

18 

45.78 

3.55 

7.75 

10.62 

14 

30 

2.44 

Golden  West  Homes 

mfr  mobile  homes 

28.16 

19.35 

118 

80.08 

3.36 

4.19 

7.75 

23 

9'/2 

1.50 

Health-Mor 

vaninm  rlpanprQ'  rnbiiw 

VclLUUlll  ^.lLclllLl  O,  ILlL'llllL 

28.02 

26.22 

34 

26.65 

2.91 

10.91 

6.71 

o 

7% 

1.76 

Computer  Network 

time-sharing  computer  serv 

27.66 

17.07 

111 

21.01 

1.51 

7.18 

4.86 

26 

.83 

Trico  Inds 

mfr  oil  production  equip 

27.62 

17.89 

25 

63.10 

2.96 

4.69 

5.70 

55 

lO'/a 

1.02 

Security  Amer  Life 

life  insurance 

27.56 

24. 1 7 

22 

35.56 

3.61 

10.15 

7.61 

9 

17Vi 

1.84 

Neutrogena 

mfr  &.  dstr  skin  care  prods 

27.51 

22.80 

23 

19.12 

1.65 

8.62 

8.77 

0 

19 

2.00 

f  ~  1 1 1 1  f  ii . .  f  ( r  i ;       ]  "\  ji  i  t 
VI 11 11  tlicigy  Cx  LJ C V 

prod/dist  natural  gas;  LPG 

27.38 

20.60 

i  x 

on  o  3 

O   1  Q 

l  n  77 

1U.  /  / 

C  07 

in 

4y 

o 7 

LI 

l.Zo 

Waters  Assoc 

limun  rhrntnaldprannif  eve 
liv-juj'j  en  i  unia  10^1  a^Jii  y  sys 

27.29 

19.58 

29 

57.08 

5.08 

8.89 

8.27 

38 

24% 

1.62 

Ay  din 

microwave/data  comm  eq 

27.21 

19.08 

19 

47.44 

2.68 

5.64 

7.23 

6 

177s 

1.38 

Gr  Northern  Iron  Ore 

lessor  of  iron  ore  mines 

26  98 

39  78 

26 

7.90 

4.26 

53.92 

8.52 

.0 

26'/2 

3.39 

CACI 

management  consultant 

26  87 

35  97 

47 

12.42 

.54 

4.34 

2.78 

0 

5'/2 

1.00 

Flightsafety  Intl 

pilot  training  centers 

26.77 

23.16 

28 

30.45 

6.66 

21.87 

5.44 

16 

25% 

1.26 

d-    '    D  C 

" ic  n  "ay  Stores 

U                      1_  1_ 

self-service  shoe  chain 

26.75 

20.47 

18 

84.80 

5.46 

6.43 

8.89 

24 

12'/2 

1.82 

Comshare 

timp-shannu  rnmmitPT  cprv 

26.70 

30.25 

31 

52  98 

4  37 

8  24 

4.33 

51 

I51/2 

1.31 

Brenco 

bearings  for  RR  freight  cars 

26.61 

28.63 

21 

62.22 

11.35 

18.24 

4.75 

0 

19 

1.36 

O'Sullivan 

heels  &  soles;  plastic  parts 

26.50 

21.15 

30 

55.02 

3.83 

6.96 

15.03 

0 

14  V* 

3.18 

Reliable  Investors 

finl  holding  co-insurance 

26.27 

22.55 

43 

25.97 

4.08 

15.71 

11.35 

27 

12% 

2.56 

Continuous  Curve  CL 

soft  lenses  &  ancillary  prods 

26.17 

24.42 

51 

21.19 

2.72 

12.83 

7.00 

4 

23 

1.71 

*  Latest  fiscal  year. 
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EPS 

Book 

Debt 

EPS 

Return  on  equity 

5-year 

Net 

Net 

Net 

value 

as% 

last 

5-year 

latest  12 

growth 

sales* 

income* 

profit 

per 

of 

Recent 

12 

P/E 

iny 

Principal  business 

average 

months 

rate 

(mil) 

(mil) 

margin* 

share 

book 

price 

months 

ratio 

air  freight  forwarding 

26.17% 

49.73% 

49% 

$73.81 

$  2.54 

3.44% 

$  3.78 

0% 

17 

$1.88 

9.0 

Medical  Sys 

computer  serv  for  hospitals 

26.06 

26.00 

39 

63.05 

8.60 

13.63 

6.19 

2 

28 

1.61 

17.3 

Dane  Bernbach 

advertising  agency 

26.04 

33.64 

150 

88.91 

7.62 

8.57 

9.51 

1 

20'/2 

3.20 

6.4 

ron 

mfr  compact  cyclotrons 

25.93 

30.32 

105 

6.03 

.64 

10.61 

2.77 

6 

IW2 

.84 

13.6 

kMfg 

containers;  metal,  plastics 

25.92 

26.64 

20 

92.50 

11.10 

12.00 

10.66 

5 

28  V2 

2.84 

10.0 

ids 

plastic  molds  &  prods 

25.89 

32.04 

50 

39.87 

2.89 

7.24 

6.99 

55 

22 

2.24 

9.8 

'ollution  Control 

airpollut  control  equip 

25.85 

26.62 

38 

29.54 

.92 

3.11 

4.77 

0 

5% 

1.27 

4.5 

mfr  of  electronic  components 

25.75 

22.76 

26 

78.96 

9.39 

11.89 

6.94 

10 

24  V* 

1.58 

15.3 

inks 

mfr  telecom  eq;  headsets 

25.71 

19.16 

19 

86.58 

8.73 

10.08 

7.41 

13 

19'/4 

1.42 

13.5 

■rs  Wells 

elec  generating  equip 

25.40 

21.95 

18 

50.29 

1.39 

2.76 

4.60 

34 

187s 

1.01 

18.6 

ncome  Life  Ins 

life,  accident,  health  ins 

25.35 

32.61 

46 

65.14 

7.47 

11.46 

8.31 

0 

24% 

2.71 

9.1 

Consol  O&G 

oil  &.  gas;  pipeline 

25.21 

23.98 

35 

68.86 

7.53 

10.93 

5.17 

22 

26% 

1.24 

21.3 

;  mi  conductor 

semiconductor  devices 

25.14 

23.05 

27 

8.55 

.97 

11.34 

4.12 

27 

10 

.95 

10.5 

natic  Electronics 

electronic  surveillance  eq 

25.14 

31.69 

50 

27.56 

4.43 

16.07 

5.08 

17 

21% 

1.61 

13.5 

Automated  Svc 

apt  house  coin-op  laundry 

25.05 

21.42 

23 

57.70 

5.01 

8.68 

8.73 

84 

6>/2 

1.87 

3.4 

sive  Corp 

hi-risk  insurance 

25.01 

22.56 

31 

95.69 

8.51 

8.89 

15.29 

63 

19 

3.45 

5.5 

ist 

prefab  joists  for  construction 

24.90 

27.95 

43 

78.42 

5.56 

7.09 

6.01 

20 

19% 

1.68 

11.6 

nes 

recreation,  food,  real  estate 

24.72 

18.21 

20 

49.68 

4.42 

8.89 

4.83 

72 

6% 

.88 

7.5 

ard 

plastic  card  embossing  equip 

24.37 

21.28 

31 

44.41 

3.94 

8.87 

7.00 

40 

19"/4 

1.49 

12.9 

;Boy  Family 

family-type  restaurants 

24.31 

21.48 

16 

35.03 

1.26 

3.59 

2.56 

90 

3% 

.55 

6.1 

1  Sciences 

lab  diagnostic  prods 

24.21 

20.87 

22 

34.38 

1.83 

5.32 

5.46 

65 

20% 

1.14 

17.8 

i  /stems 

mfr  telecommns  equip 

23.90 

13.04 

108 

15.08 

1.75 

11.60 

12.42 

0 

8% 

1.62 

5.4 

an  Precision  Inds 

pollution  control  prods 

23.85 

18.97 

23 

22.44 

1.38 

6.14 

8.01 

11 

10 

1.52 

6.5 

Devices 

electr  measure/con tr  prods 

23.85 

21.97 

28 

66.15 

4:49 

6.78 

5.87 

63 

20% 

1.29 

15.9 

11 

proprietary  prods  &  chems 

23.77 

19.36 

20 

62.23 

3.08 

4.94 

6.66 

92 

7Va 

1.29 

5.6 

dvertising 

advertising  agency 

23.73 

27.70 

48 

76.30 

5.44 

7.12 

33.60 

2 

35 

9.31 

3.7 

>e  Systems 

time-sharing  computer  svc 

23.72 

18.10 

17 

29.25 

2.19 

7.48 

9.17 

51 

23% 

1.66 

14.2 

:k  Enterprises 

hair  &  skin  care  prods 

23.69 

26.81 

80 

21.57 

3.66 

16.96 

5.11 

3 

10'/4 

1.37 

7.4 

.  Chemical 

specialty  chemical  prods 

23.64 

20.99 

21 

76.13 

7.87 

10.33 

20.39 

0 

30 

4.28 

7.0 

ences 

telecommunications  equip 

23.56 

23.73 

38 

28.52 

4.32 

15.14 

6.32 

2 

15% 

1.50 

10.2 

oup 

architecture,  engr,  plans 

23.47 

16.66 

17 

50.58 

2.85 

5.63 

12.06 

6 

11 

2.01 

5.4 

larmaceutical 

mfr  generic  drugs/vitamins 

23.41 

40.10 

43 

5.93 

1.23 

20.74 

3.89 

0 

18 

1.56 

11.5 

'.  ter  Commns 

mfr  computer  communic  eq 

23.39 

10.07 

38 

18.65 

.51 

2.73 

1.39 

33 

6% 

.14 

45.5 

,igr&Mfg 

captive  fasteners;  motors 

23.38 

26.55 

23 

22.80 

3.76 

16.49 

9.94 

0 

15% 

2.64 

5.8 

i  Electronics 

retail  consumer  electron 

23.23 

35.15 

135 

40.94 

1.82 

4.44 

4.21 

19 

7 

1.48 

4.7 

inity  Psych  Ctrs 

oper  psychiatric  hospitals 

23.12 

28.77 

34 

32.92 

4.88 

14.82 

7.02 

46 

23% 

2.02 

11.7 

Harland 

print  checks  &  deposit  slips 

23.09 

20.51 

19 

75.27 

7.37 

9.79 

14.62 

0 

31V2 

3.00 

10.5 

stems 

mfr  testing  systems 

23.07 

22.01 

36 

44.96 

3.54 

7.87 

11.40 

43 

27% 

2.51 

10.8 

il  Gas  &  Oil 

natural  gas  in  Ohio 

22.99 

19.29 

22 

28.06 

2.64 

9.40 

13.99 

4 

15'/4 

2.70 

5.6 

nds  Precision 

measure,  display,  control  sys 

22.98 

19.44 

17 

98.40 

5.13 

5.21 

7.25 

32 

13% 

1.41 

9.3 

alif  Mfg 

women's  sportswear 

22.92 

18.15 

31 

57.26 

2.34 

4.08 

15.31 

2 

9% 

2.78 

3.3 

ike  Mfg 

test/measure  instrum/sys 

22.86 

21.11 

27 

79.49 

6.80 

8.55 

6.82 

25 

20% 

1.44 

14.4 

»21  Real  Estate 

service  to  local  brokers 

22.83 

68.25 

107 

36.52 

5.35 

14.64 

2.52 

0 

26% 

1.72 

15.3 

ssign  Labs 

engineering  service/prods 

22.78 

24.04 

20 

45.25 

1.88 

4.15 

5.99 

77 

10V2 

1.44 

7.2 

n  Radio 

home  entertainment  equip 

22.74 

27.01 

133 

74.18 

3.16 

4.25 

5.70 

72 

12V4 

1.54 

8.2 

n  Bancorp  SC 

bank  hldg;  South  Carolina 

22.64 

26.01 

27 

41.10 

4.33 

10.53 

9.11 

35 

9% 

2.37 

4.1 

g 

heat  treating  of  metals 

22.63 

24.71 

17 

57.76 

4.13 

7.15 

6.19 

33 

11% 

1.53 

7.5 

mputer  System 

optical  mark/read  process 

22.60 

20.37 

37 

29.56 

2.82 

9.53 

6.48 

7 

20% 

1.32 

15.7 

Ruger  &  Co 

pistols,  revolvers  &  rifles 

22.58 

19.12 

25 

59.83 

7.01 

11.71 

25.25 

0 

35% 

4.83 

7.3 

ns  Gold  Dredg 

mining — gold  dredging 

22.34 

24.04 

43 

10.84 

9.05 

83.48 

11.27 

0 

16% 

2.71 

5.9 

heaters,  fireplaces,  ranges 

22.28 

29.12 

40 

55.93 

4.07 

7.27 

8.72 

65 

20  V4 

2.54 

8.1 

It 

indl  sweepers  &  scrubbers 

22.22 

23.83 

17 

80.74 

7.62 

9.43 

12.88 

0 

29'A 

3.07 

9.6 

ador  Group 

insurance  holding  co 

22.21 

26.81 

55 

25.36 

3.49 

13.76 

6.34 

9 

10% 

1.70 

6.3 

1  Pharmaceut 

pharmaceuticals  ophthalmic 

22.13 

24.90 

119 

62.37 

9.44 

15.13 

10.08 

17 

27% 

2.51 

11.0 

los 

mfr  brick 

22.02 

29.28 

171 

31.24 

3.66 

11.71 

10.45 

79 

11 

3.06 

3.5 

oore 

mfr  cncr  cur  f/inlc  t^/niin 

21.98 

23.22 

17 

72.42 

6.05 

8.35 

18.04 

23 

4. 19 

5.4 

electronic  packaging 

21.94 

22.36 

23 

56.56 

3.82 

6.75 

9.97 

57 

20 

2.23 

8.9 

icrowave 

telecomm  &  avionics  equip 

21.86 

21.99 

47 

40.04 

2.37 

5.91 

5.32 

36 

17 

1.17 

14.5 

consumer  credit  reporting 

21.82 

21.43 

40 

32.91 

1.97 

5.98 

6.39 

63 

6% 

1.37 

4.4 

Recasting 

broadcast 'g:  tv,  radio 

21.81 

24.03 

21 

9.70 

2.47 

25.46 

13.94 

0 

23% 

3.35 

7.1 

ristocTat  Inds 

tapes,  rules;  billfolds,  purses 

21.76 

23.07 

29 

19.01 

2.62 

13.78 

7.54 

0 

14% 

1.74 

8.4 

leral  Inds 

fanriratpn  mpta  r»rr»H 
IdUIlLalCU  lllCldl  L'lVfU 

21.74 

29.49 

22 

98.16 

10.22 

10.41 

22.82 

54 

28% 

6.73 

4.2 

c 

data  conversion  products 

21.59 

34.38 

100 

35.15 

3.05 

8.67 

3.81 

67 

18% 

1.31 

14.1 

Idrich 

biochem  &  organic  prods  . 

21.45 

19.18 

15 

67.84 

9.24 

13.62 

12.72 

0 

35 

2.44 

14.3 

ntl 

mfr/broker  veneer,  plywood 

21.38 

20.25 

101 

33.89 

1.20 

3.54 

2.37 

69 

1% 

.48 

3.3 

in 

healthcare  &  scientific  prods 

21.33 

19.38 

20 

80.06 

4.07 

5.08 

6.14 

79 

6% 

1.19 

5.4 

rvices  S&L 

savings  &.  loan,  Maryland 

21.31 

18.92 

140 

28.45 

2.61 

9.17 

13.90 

28 

7'/4 

2.63 

2.7 

:iscal  year. 


NOVEMBER  12,  1979 


205 


One  Scottish  industrial  worker  in 
is  paid  in  dollars  and  cents. 


Wf  hen  Scottish  industrial  workers  wave  the  flag,  it's  likely 
to  be  stars  and  stripes  for  about  15%  of  them.  In  fact, 
95,000  Scots  collect  their  pay  from  American  companies. 
Multinationals  like  Cummins  Engine,  Polaroid  and  Motorola. 
Just  three  of  the  200  U.S.  companies  making  everything  from 
cameras  to  chemicals,  engines  to  advanced  electronics. 
Grossing,  last  year,  over  $4  billion  on  their  production. 
And  with  current  Scottish  expansion  programs  totalling 
over  $350  million. 

But  there's  plenty  of  room  for  more.  With  the  resources  and  financial 
muscle  to  help  incoming  industry,  the  Scottish  Development  Agency 
can  talk  straight  about  your  company's  potential  in  Scotland. 
About  land,  finance,  factories,  labor,  markets,  energy,  transport. 
Everything  you  need  to  make  Scotland  work  for  you.  You  don't  have 
to  be  a  giant  to  cash  in  on  Scotland.  We're  as  interested  in  smaller 
companies  as  we  are  in  major  corporations. 
Write  for  full  illustrated  material  on  doing  business  in  Scotland, 
or  call  us  at  New  York  (212)  867  1066. 


Scottish  Development  Agency 


Cummins  Engine 


Motorola 


Scotland -The  strategic  market  base  in  Europe. 

9  West  57th  Street,  New  York.  NY  10019.  Tel:  (212)  867  1066. 

Head  Office,  120  Bothwell  Street,  Glasgow,  G2  7JP,  Scotland. 
Telephone  (041)  248  2700   Telex  777600. 


Tins  material  is  published  by  the  Scottish  Development  Agency.  9  West  57th  Street.  New  York.  NY  10019  which  is  registered  under 
the  Foreign  Agents  Registration  Act.  as  an  agent  of  the  Scottish  Development  Agency.  Glasgow.  Scotland  This  material  is  tiled  with 
the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection  Registration  does  not  indicate 
approval  of  this  material  by  the  United  States  Government 


"Nobody  could  galvanize 
just  one  side  of  a  coil  of  steel 
efficiently—  until  Armco 
showed  'em  horn  So  far,  I've  helped 


"Fox"  McGraw,  62.  operates  a  coating  line  in  Armco's 
Middletown,  Ohio,  steel  works. 


"Fox"  McGraw  and  Armco's  Middletown  Works  "kiss  coating"  line  crews  solved  a 
serious  problem  for  the  automotive  industry.  Galvanized  steel  fights  rust  in  car  bodies. 
But  it's  hard  to  paint.  And  it  used  to  be  all  but  impossible,  economically,  to  galvanize 
one  side  of  a  coil  of  steel  so  you  could  paint  the  other  side.  Then  in  1978,  Armco 
research  found  a  way.  We've  been  finding  new  and  better  ways  — patented  products 
and  processes  — ever  since  Armco  launched  the  American  steel  industry's  first  research 
lab  in  1910.  We've  always  been  the  leader  in  steel  innovation,  but  now  our  research 
spreads  far  beyond  steel  — 33  new  patents,  altogether,  in  1978  alone.  Most  of  them 
can  be  used  in  more  than  one  Armco  market.  Innovation  isn't  the  only  way  to 

measure  an  industrial  company.  But  it's  one  good   

way.  Armco  has  more.  ^^^^^^ 
Armco.  General  Offices,  Middletown,  Ohio  45043.  ARMCO 
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When  you're  in  a  1 
and  business  is  te 


Business  is  good.  In  1978  our  earnings  passed 
the  $200  million  mark.  And  operating  income  for  the 
first  half  of  1979  was  $117.6  million,  an  increase  of  13% 
over  the  same  period  last  year.  We  expect  1979  to  be 
another  record  year  forTransamerica. 

Along  with  profits  come  dividends.  Shareholders 
who  have  maintained  their  investment  inTransamerica 
have  enjoyed  dividend  increases  in  each  of  the  past  18 
years.  Our  current  rate  is  $1.12  per  share;  in  the  past  three 
years  we've  raised  the  dividend  rate  by  69.7%. 

And,  with  an  average  return  on  equity  (after  tax)  of 
more  than  19%,  Transamerica  is  among  the  leading 
U.S.  companies  in  terms  of  return  on  shareholders' 
investment. 

Yes,  business  is  very  good.  And  one  important 
reason  is  the  businesses  we're  in.  Here's  a  brief  look  at 
three  of  them. 


that  respond  to  them.  Throughout  its  history,  Ocl 
Life  has  been  attuned  to  the  marketplace.  As  ar| 
anticipator,  not  an  imitator. 

In  term  insurance,  for  example,  Occidental  I 
innovative  company.  And  always  has  been.  A  g| 
example  is  AdjustableTerm,  which  combines  m:| 
protection  when  needs  are  greatest  with  flexibill 
change  type  and  amount  of  protection  as  needs  c I 
Occidental's  innovative  approach  extends  t| 
pension  area,  too.  In  recognition  of  the  special  nl 
ments  of  this  field,  Occidental  was  the  first  life  i  I 
to  establish  a  company  devoted  exclusively  to  til 
sale,  servicing  and  administration  of  pension  bu| 
Transamerica  Life  and  Annuity. 

Occidental  is  also  a  leading  group  insurer,  z\ 
pioneered  offering  its  policyholders  with  group 
coverage  a  comprehensive  medical  rehabilitatic| 
gram  for  seriously  disabled  employees. 

There  are  more  than  1800  life  and  health  irl 
in  North  America.  Among  them,  Occidental  ran 
ninth  in  life  insurance  in  force— now  over  $60  b  I 
With  a  highly  professional  field  force  of  agel 
and  brokers  in  the  United  States  and  Canada,  Of 
dental  has  developed  one  of  the  most  effective  c| 
tribution  networks  of  any  life  insurer. 

Occidental's  earnings  performance  was  at  i\ 
all-time  high  for  the  first  six  months  of 
Life  and  health  insurance  contribil 
$38.9  million  or  33.1%  of  our  six-ill 
operating  income,  providing  a  strc| 
conservative  foundation  for  all 
our  operations. 


Occidental  Life 

Occidental  Life  Insurance  Company  of  California, 
our  major  life  and  health  insurance  subsidiary, 
pioneered  in  marketing  affordable  term  insurance 
almost  50  years  ago.  Term  insurance  gives  value- 
conscious  families  maximum  protection  per  premium 
dollar,  and  is  a  highly  attractive  form  of  insurance  in 
these  inflationary  times.  Nearly  75%  of  Occidental's 
ordinary  life  insurance  in  force  is  term,  against  an 
industry  figure  of  33%.  In  addition  to  a  full  line  of 
ordinary  life  insurance  products,  Occidental  offers  a 
complete  line  of  group  life  and  health  insurance  coverage. 

In  the  insurance  business,  as  in  others,  one  of  the 
hallmarks  of  leadership  is  innovation— the  ability  to 
foresee  changing  customer  needs  and  develop  products 
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Transamerica  Delaval 

Transamerica  Delaval,  formerly  Delaval  Tu 
got  started  in  1893,  when  Swedish  scientist  Dr.  C 
Gustav  Patrik  De  Laval  exhibited  the  first  comni 
steam  turbine  at  the  Chicago  World's  Fair.  Three 


terrific  businesses, 
fsTransamerica. 
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>  of  a  century  later,  Transamerica  Delaval 
er  in  the  manufacture  of  precision-engineered 
that  put  energy  to  work.  Diesel  engines, 
ed-design  turbines.  Compressors.  Condensers. 
Component  equipment  like  sensors,  controls 
lectors.  For  a  broad  spectrum  of  industries - 
;lg  petrochemical,  utilities,  aerospace. 
2  whole  world  uses  Transamerica  Delaval 
3.  Transamerica  Delaval  equipment  pumps 
)utter  in  a  Chicago  factory.  Operates  stage 
s  at  the  Metropolitan  Opera  House.  Supports 
■  onia  plant  in  the  People's  Republic  of  China. 
m  lew  orders  include  centrifugal  compressors 
m  turbine  drivers  for  the  Mexican  petro- 
1  industry;  steam  propulsion  and  turbine 
ir  sets  for  LASH  vessels;  diesel  engines  for 
<a  power  plant;  and  solar-powered  level  con- 
chemical-carrying  river  barges, 
agnized  internationally  for  quality,  reliability, 
ble-free  performance,  Transamerica  Delaval's 
i  are  top-line.  And  its  bottom  line  is  top-line, 
company  achieved  record  earnings  for  the  first 
ths  of  this  year.  And  its  1978  return  on  equity 
nf]  /%  almost  double  the  industry  median. 


america  Title 

decades  of  experience  and  some  400  offices, 
erica  Title  Insurance  Company  is  staffed  and 
d  to  serve  the  needs  of  real  estate  profes- 
is  well  as  buyers  and  sellers.  With  maximum 
:  y.  At  reasonable  cost. 

nsamerica Title  offers  both  title  insurance  and 
ervices  under  one  roof.  As  a  result,  the 


customer  enjoys  faster,  more  efficient  service  and  saves 
money  on  closing  costs. 

Transamerica  Title  insures  single  family  residences 
and  giant  commercial  projects— such  as  the  Los  Angeles 
Convention  Center  and  Embarcadero  Center  in  San  Fran- 
cisco. The  company  has  pioneered 
the  development  of  standardized 
ways  to  perform  the  repetitive  opera- 
tions involved  in  title  insurance  and 
escrow  transactions.  Many  routine 
operations  are  handled  in  central 
offices  that  serve  an  entire  region, 
which  also  results  in  faster,  more 
uniform  service  and  decreased  cost. 

Transamerica  Title  has  devel- 
oped a  highly  automated  paper  flow 
system,  using  computers  to  issue 
title  insurance  policies  and  process 
the  closing  of  real  estate  transactions. 
The  result  is  speed,  accuracy  and  a 
highly  professional  product. 

Transamerica  Title  is  one  of  the 
strongest  and  most  consistent  per- 
formers in  the  title  field.  It's  also  an 
industry  leader  in  return  on  equity. 
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First  Rate  Service 
at  a  Fair  Price® 

Transamerica  is  in  many 
different  businesses.  Insurance.  Enter- 
tainment. Air  travel.  Rental  cars. 
Consumer  lending.  Manufacturing.  All 
our  companies  have  common  goals. 
Industry  leadership,  in  terms  of 
operating  efficiency  and  ROE.  Indus- 
try leadership  in  customer  satisfac- 
tion: providing  good  service  at 
prices  that  make  sense. 

That's  Transamerica's  business 
philosophy.  And  it  works.  For  our 
customers  and  for  our  shareholders. 

For  a  copy  of  our  current  finan- 
cial reports,  please  write: 

Transamerica  Corporation 

Corporate  Relations  Department 

P.O.  Box  7648 

San  Francisco,  CA  94120 


Transamerica 
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First  Rate  Service  at  a  Fair  Price  is  a  registered 
trademark  of  Transamerica  Corporation. 
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Flexstcel  Ind.^ 

upholstered  furniture 

18.34% 

16.21% 

25% 

$96.45 

$4.43 

4.59% 

$13.88 

27% 

ll'/i 

$2.25 

Moore  Products 

measure/control  instruments 

18.34 

19.04 

17 

38.54 

4.21 

10.92 

12.81 

0 

20'/4 

2.44 
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17.52 

23 
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1.98 
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8.73 

71 
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1.53 
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18.13 

17.14 
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2.25 
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10% 

1.81 
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1  ft  1 1 
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2.20 
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34 
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3.40 
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17.93 

22.83 

34 
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23 
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2.91 
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17.66 
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26 

gi/2 

2.02 
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1.46 

3.34 

1 1.24 
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14% 

1.71 

Kino  R^Hin 

ilVI.IU'M!  HM1I111U11  LljUILl 
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7. 17 

8.97 

12.90 

3 
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3.44 

Tenney  Engineering 

environmental  test  equip 

17.47 

25.33 

68 

9.14 

.53 

5.79 

2.25 

85 

41/4 

.57 

Natl  Life  Florida 

life,  accident,  annuity  ins 

17.34 

26.94 

43 

60.29 

3.1 1 

5.15 

6.31 

56 

10 

1.70 

Slater  Electric 

electrical  wiring  devices 

1 7.32 

16.26 

26 

36.70 

2.33 

6.34 

16.97 

34 

7V* 

2.76 
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electronic  resistive  systems 

17.32 
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21 

30.4 1 

3.01 

9.89 

6.20 

35 
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1.32 
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23 
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3.00 

5.97 

8.20 
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6% 

1.65 

Paper  craft 

gift  wrap,  tape  &  adhesive 

17.23 

18.92 

16 

80.99 

9.17 

11.32 

15.48 

30 

20 

2.93 

Petro  Development 

explore,  develop,  prod'n  oil 

17.23 

22.03 

82 

12.12 

2.11 

17.40 

1.18 

71 

45/a 

.26 

Dynamics  Research 

IJl  \.  1.131UII  lll\,a<!iUllllg  111  ill 

17.09 
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34 

20.82 

.82 

3.93 
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0 

7% 

1.81 
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51 
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6.05 
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41/2 

1.07 
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mobile  home  mfr 

16.97 

30.38 

63 

38.75 

2.22 

5.72 

7.24 

34 

12% 

2.20 

Natl  Security  Insur 

full  line  of  insurance 

16.97 

19.34 

36 

21.67 

2.93 

13.52 

17.68 

0 

11 'A 

3.42 

Pant*  Airwave 
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16.93 

18.48 

30 
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2.71 

3.73 

16. 12 

0 
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2.98 
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16.83 
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26 

79.89 

4.02 

5.03 
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54 
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1.28 
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24 

19.13 

5.27 

27.54 

5.79 

70 

14% 
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Stewart  Information 

title  insurance 

16.80 

19.67 

184 

61.67 

6.35 

10.29 

29.33 

21 

23»/4 

5.77 

r?  .  c  .  

rrequency  Sources 

mfr  electr  comp;  research 

16.77 

18.68 

46 

17.41 

1.00 

5.74 

3.64 

24 

10% 

.68 

Dunkin'  Donuts 

donut  shops;  franchising 

16.76 

16.05 

25 

57.IO 

3.76 

6.58 

12.33 

74 

10% 

1.98 
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invpQt  natilfinc  rinanrinp 
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16.70 
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36 
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9.91 
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16.68 
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56.64 

1.85 

3.26 
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29 

12 

1.52 
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beverage/food  dispensers 

16.67 

20.84 

39 

93.36 

4.44 

4.75 

11.08 

96 

17 

2.31 

Secunty  Bancorp 

bank  holding  co 

16.66 

18.73 

18 

61.45 

7.55 

12.28 

20.76 

27 

18  Vi 

3.89 

Sykes  Datatronics 

Uala  olulacl,  3VOLI.1113 

16.56 

22.59 

71 

6.55 

.51 

7.78 

2.39 

54 

16'/t 

.54 

Wavetek 

electronic  test  instrument 

16.55 

17.20 

25 

25.67 

1.61 

6.27 

7.44 

131/4 

1.28 

United  Aircraft  Prods 

aircraft  engine  components 

16.52 

19.70 

21 

16.04 

1.77 

1 1.03 

9.44 

0 

15% 

1.86 

Piper,  faff  ray 

regional  securities  firm 

16.42 

15.17 

16 

44.54 

3.22 

7.22 

17.86 

6 

15 

2.71 

Numac  Oil  &  Gas 

Canada  oil/gas;  field  const 

16.38 

18.72 

35 

1 1.19 

6.61 

59.07 

4.22 

12 

34  V* 

.79 
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16.32 

19.00 

23 
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6.69 

8.92 
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29 
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22 
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10 
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2.28 
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16.25 

13.87 

32 

93.35 

1.27 

1.36 

6.99 

24 

6 1/2 

.97 

Concept 

mfr  med  &  surgical  prods 

16.21 

14.93 

21 

8.61 

.83 

9.63 

2.21 

0 

6V4 

.33 

Canadian  Merrill  Ltd 

oil  &  gas;  copper  mining 

16.20 

11.23 

33 

21.32 

2.26 

10.60 

8.37 

73 

19% 

.94 
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apCL.  LI  LipilLJLvJUltlClb 
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18 
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16 
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1.01 
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16.13 

17.67 

17 

8.56 

1.47 

17.17 

5.60 

97 

5% 

.99 

DAB  Inds 

engine  components 

16. 12 

14.38 

25 

53.66 

2.83 

5.27 

15.29 

2 

gi/„ 

2.20 

Central  Natl  Finl 

life,  health,  accident  ins 

16.1 1 

26.56 

62 

21.69 

1.60 

7.37 

7.19 

0 

7 'A 

1.91 
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16.08 

16.32 

28 

25.17 

2.69 
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6.80 

69 
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1.11 
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16.07 
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1.63 
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16.06 

17.49 

24 
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3.88 
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87 

g 

1.20 
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16.05 

17  78 

21 

91  34 
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6.67 

14.00 

g 

0 

2.49 

Andersen  Group 

high  precision  delay  lines 

16.00 

19.40 

119 

19.24 

.81 

4.20 

6.08 

74 

6»/4 

1.18 

Fab  Inds 

mfr  fabrics,  knits,  laces 

15.99 

26.92 

63 

83.85 

6.86 

8.18 

13.00 

2 

1 1 

3.50 
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15.98 

17.87 

38 

69.09 

5.45 

7.88 

22.66 

5 

17% 

4.05 
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15.97 

18.21 

26 

78  33 

1 1  55 

14*74 

14  44 

0 

I51/2 

2  63 

Anderson  Inds 
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31CLI  ldL/liCdLlWll 

15.92 

18.89 

20 

34.22 

1.99 

5.81 

5.08 

10 

4% 

.96 

Woodstream 

sporting  equip-tackle,  boat 

15.88 

17.22 

16 

42.48 

2.09 

4.91 

12.19 

47 

9% 

2.10 

Altamil 

truck  hdware,  boxes,  forging 

15.83 

19.81 

48 

74.04 

3.60 

4.86 

14.84 

21 

14 'A 

2.94 

Analysts  Intl 

15.83 

22.54 

23 

12.30 

.49 

3.98 

2  44 

g 

41/2 

.55 

Call-on  Petroleum 

UUllJCaLlL  piLHll,  Oil  CX  gas 

15.75 

17.26 

61 

7  31 

1  55 

21  20 

2  49 

25 
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.43 
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19 

49  82 

3  85 

7  72 

21  21 

0 

22  Vi 

3.81 

Allen  Organ 

mfr  electronic  organs 

15.72 

14.44 

27 

15.16 

1.92 

12.66 

20.90 

0 

17 

3.02 

electric  lift  trucks 

15.66 

18.03 

27 

76.86 

4.65 

6.04 

18. 19 

32 

20  Vi 

1  0  0 

Big  Drum 

pack'g  prods;  sugar  cones 

15.62 

13.80 

15 

32.65 

2.28 

6.98 

1282 

25 

11 

1.77 

Tab  Products 

office/computer  access  eq 

15.60 

17.52 

18 

68.18 

2.57 

3.76 

13.01 

47 

15 

2.28 

Aero-Flow  Dynamics 

marine,  industrial  distrib 

15.58 

15.61 

47 

61.42 

2.29 

3.72 

21.13 

13 

17% 

3.30 

"Latest  fiscal  year. 
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A  lad's  playtime  is  often  a  mirror 
of  the  grown-up  world. 


This  youngster's  toy  loading  system  duplicates  in  miniature  a  function  basic  to  the 
productive  life  of  our  entire  society:  the  mass  movement  and  handling  of  materials. 

FMC  is  in  it  for  real.  Our  material  handling  systems  and  power  transmission  equipment  are 
operating  all  over  the  world.  Moving  chemicals,  coal,  ores,  petroleum,  appliances,  parts,  foods, 
even  air  cargoes.  Raw  products  and  finished  products.  Up  and  down  mountains,  on  and  off 
production  lines,  in  and  out  of  freight  terminals. 

It  would  be  hard  to  find  a  product  you  use  for  which  FMC  equipment  has  not  performed, 
at  some  point  or  other,  a  conveying  or  handling  function. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  construction  and  mining 
equipment,  petroleum  and  fluid  control  equipment,  food  and  agricultural  machinery  industrial 
and  agrjcultural  chemicals.  Write  FMC  Corporation,  200  East  Randolph  Drive,  Chicago  60601 . 
Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


•FMC 


WestinghouH 
...when  it  comes 

to  harnessing  energy  ' 

The  sources  of  energy  are  like  a  herd  of  wild  horses.  Some," like 

water,  coal,  gas  and  the  atom  have  already  been  captured,  tamed 

harnessed. 

For  nearly  100  years,  Westing  ho  use  has  been  helping  to  put  en< 
sources  to  work  to  generate  electrical  power. 

But  01  \pertise  in  working  with  electricity  only  begins  with  general 
For  yet     we've  been  a  leader  in  the  distribution,  transmission 

uti  Nation  of  <   ergy  for  industry  and  home. 


f.  w 


Now  Westinghouse  is  going  after  the  more  elusive  sources  of  enen 
jo/a/;  fusion,  ocean-thermal  and  wind. 

Until  we  can  capture  the  sun's  energy,  until  we  can  harness  the  heat  of 
tarth,  we  can  count  on  a  team  of  reliables  to  keep  us  supplied  with 
ric  power:  coal,  oil,  and  conventional  nuclear  energy. 


estinghouse 


A  powerful  part  of  your  life. 


Up- And- Comers  class  of  '79 


EPS 

Book 

Debt 

EPS 

Return  on  equity 

5-year 

Net 

Net 

Net 

value 

as  % 

last 

5-year 

latest  12 

growth 

sales* 

income* 

profit 

per 

of 

Recent 

12 

Company 

Principal  business 

average 

months 

rate 

(mil] 

(mil) 

margin* 

share 

book 

price 

months 

Galaxy  Carpet  Mills 

mfr  &  distnb  tufted  carpets 

15.57% 

13.45% 

41% 

$90.79 

$  3.55 

3.91% 

$7.43 

79% 

5% 

$1.00 

Barry  Wright 

data  center  equip 

15.51 

21.39 

28 

70.44 

5.02 

7.12 

8.18 

5 

17% 

1.75 

Buffalo  Forge 

blower/fan/pump/mach  tools 

15.48 

13.63 

28 

96.22 

5.10 

5.30 

33.14 

18 

33 'A 

4.52 

Super  Dollar  Stores 

retail  discount  stores 

15.46 

19.91 

65 

43.75 

1.18 

2.69 

6.98 

56 

4'/4 

1.39 

Brooks  Scanlon 

mfr  &  sale  of  lumber 

15.45 

13.01 

19 

96.66 

9.79 

10.12 

26.90 

2 

36 

3  50 

Technitrol 

electronic/mech  products 

15.45 

13.82 

22 

27.06 

1.36 

5.02 

8.03 

0 

5 

1)1 

Olsten 

provide  temp  work  forces 

15.39 

22.99 

49 

61.62 

2.23 

3.61 

5.35 

3 

7V* 

1.23 

SCI  Systems 

electronic  prod/sys 

15.37 

9.03 

29 

36.77 

1.41 

3.83 

9.08 

21 

9% 

.82 

Bancwest 

bank  hldg,  San  Jose,  Calif 

15.26 

17.13 

15 

46.65 

4.49 

9.62 

22.53 

56 

40 

3.86 

Allright  Auto  Parks 

operates  parking  facilities 

15.23 

15.87 

20 

68.37 

4.65 

6.80 

1 1.21 

36 

16'/e 

1.78 

Heilig-Meyers 

retail  furniture  stores 

15.22 

14.57 

19 

70.40 

4.43 

6.29 

10.98 

54 

1.60 

United  Guaranty 

mortgage  guaranty  insurance 

15.20 

19.34 

69 

39.17 

13.74 

35.07 

15.82 

19 

25'/2 

3.06 

Monarch  Machine  Tool 

lathes  for  metal-wkg  indy 

15.18 

16.54 

15 

78.70 

5.39 

6.84 

20.73 

1 

15Vi 

3.43 

Acme  United 

shears,  scissors;  medic  equip 

15.17 

17.15 

20 

26.75 

1.77 

6.61 

5.83 

70 

13'/s 

1.00 

Knogo 

electronic  detector  systems 

15.17 

16.49 

59 

11.22 

1.90 

16.93 

8.73 

2 

17'A 

1.44 

Alpha  Inds 

microwave  comp.,  &  devices 

15.14 

24.29 

131 

16.37 

1.33 

8.12 

4.94 

22 

14 

1.20 

Schwab  Sate 

mfr  safes,  record  protection 

15.06 

18.32 

37 

8.74 

.57 

6.52 

5.62 

8 

7 

1.03 

Hansen  Mfg 

mfr  fluid  line  couplings 

15.04 

19.86 

23 

17.23 

1.71 

9.92 

16.26 

0 

31 

3.23 

Lazare  Kaplan  Intl 

cutter/merchant  diamonds 

15.02 

14.12 

83 

40.14 

3.45 

8.59 

16.57 

0 

12% 

2.34 

Products  Research 

sealants,  coatings,  spec  chem 

15.02 

13.13 

15 

56.64 

2.68 

4.73 

6.85 

26 

11% 

90 

*  Latest  fiscal  year. 
Source:  Standard  &  Poor  's 


"Buy  brains,"  suggests  Chairman  William  T. 
Comfort,  of  Citicorp  Venture  Capital  Ltd. 


Moneyman  Bill  Comfort 

"Best  inflation 


hedge  of  all 


99 


The  Up-And-Comers 


There's  my  father-in-law  sitting 
in  municipals  .  .  .  dumbest  thing 
he  could  be  doing!"  says  Citicorp 
Venture  Capital  Ltd.  Chairman  William 
T.  Comfort  with  a  crisp,  cheery  audacity 
that  reflects  a  happy  blend  of  Oklahoma 
and  Wall  Street.  "He  should  be  in  these 
small  growth  companies.  When  you  can 
buy  a  growth  company  at  10  to  12  times 
earnings,  and  those  earnings  are  growing 
at  25%  to  50%  a  year,  you  can't  find  a 
better  hedge  against  inflation!  People 
ask,  do  I  buy  gold?  do  I  buy  land?  Buy 
brains!  There  is  nothing  better  than 
buying  brilliant  human  minds  who  are 


able  to  cope  as  the  economy  changes." 

Comfort,  one  of  the  blithe  spirits  of 
the  financial  community,  likes  to  behave 
as  if  banking  were  a  hugely  enjoyable 
battle  of  wits,  and  is  admittedly  biased. 
He  is  in  the  business  of  selecting  which 
"brilliant  human  minds"  will  get  back- 
ing from  Citicorp's  venture  capital  arm. 
Formed  in  1968,  its  portfolio  is  worth  in 
excess  of  $120  million  in  the  current 
market  on  the  strength  of  investments 
in  companies  like  James  River  Corp.  of 
Virginia,  Datapoint  Corp.  and  Federal 
Express  Corp.  and  has  put  $28  million 
into  new  investments  so  far  this  year. 


This  is  the  biggest  Small  Businel 
ment  Co.  (SBIC)  in  the  countil 
Comfort  is  an  experienced  inf 
banker,  with  6  years  at  Citicorl 
at  W.E.  Hutton  &  Co.,  nowl 
Thomson  McKinnon  Securities! 

"Everyone  has  made  so  mucl 
in  these  small  companies,"  sal 
fort.  "Just  look  at  all  the  newl 
ships  that  have  come  into  existl 
predecessors  here — three  guy:[ 
Welch,  Carson  and  Barth — werj 
their  own  and  raised  $33  milll 
pension  funds,  bank  trust  depl 
and  corporations  last  year.  Oiil 
fellows  on  the  coast  left,  started 
venture  group  and  raised  $20 1 
There's  no  money  crunch  in  venl 
ital,  and  there  won't  be  for  som  f 
anything,  there's  too  much  moil 
ing  too  few  deals.  And  you'd  ex|| 
because  where  else  can  you  do  | 
your  customers?" 

Five  years  ago  they  weren't  si 
happy  a  tune  in  venture  capifcl 
banks  rushed  into  venture  capi  f 
they  were  permitted  their  own 
1968.  Burned,  many  of  them  pil 
with  heavy  losses  following  th«l 
bargo.  "In  1973-74  it  looked  .1 
house  was  coming  down  in  til 
ness,"  says  Comfort.  "The  onl 
wrong  with  their  strategy,  asi| 
making  too  many  investments 
little  homework,  was  that  the'] 
when  the  price/earnings  multip| 
too  high." 

Don't  go  into  small  growth  cc| 
if  you  get  stomach  palpitations 
fast  reading  that  the  stock  marll 


216 


FORBES,  NOVEMB1 


IF  BANK  OF  BOSTON  CAN  HELP  TURN  A  SALVAGE 
PROJECT  INTO  A  PROFITABLE  CEMENT  PLANT, 
WE  CAN  OPEN  NEW  DOORS  FOR  YOU. 


Expanding  into  an  unrelated  business  can  be  risky, 
but  sometimes  it's  the  only  way  to  seize  an  opportu- 
nity. That's  what  happened  to  Standard  Machine 
and  Equipment  Company  of  Pittsburgh.  They 
were  primarily  an  industrial  salvage  firm  until 
1977,  when  they  bought  a  cement  plant  in 
Ohio  with  the  intention  of  dismantling  and 
reselling  it  in  Africa. 

But  cement  prices  started  to  climb, 
and  SME  realized  it  would  be  smarter  to 
operate  the  plant  than  to  tear  it  down. 
They  came  to  Bank  of  Boston  to  finance 

the  $4  million  start-up  cost.  We  knew 
the  risks,  but  we  also  saw  the  opportu- 
nity. Our  faith  in  the  company's  manage- 
ment convinced  us  the  idea  was  sound. 

It  took  a  lot  of  work,  but  now  SME  is 
successful  in  cement  as  well  as  salvage. 
That's  what  we  did  for  them.  Now,  what  can 
we  do  for  you?  To  find  out,  call  Lin  Morison, 
First  Vice  President,  at  (617)  434-3410. 


BANK  of 
BOSTON 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 

WE'VE  DONE  IT.  WE  CAN  DO  IT  FOR  YOU, 


memo  from 
marsh  &  Mclennan 


Most  writing  loses  a  little 
in  translation.  An  insurance  polk 
can  lose  millions. 


Multinational  companies 
face  a  unique  problem  that  do- 
mestic companies  are  much 
less  exposed  to:  The  risk  you 
think  is  covered. 

Unless  you  establish  an  over- 
all standard  of  insurance  protec- 
tion for  all  operations,  both 
domestic  and  international,  you 
can  never  be  sure  that  a  loss 


which  would  be  covered  in  Mil- 1 
waukee  is  covered  in  Malaysia. 

Even  if  you  do  establish  su«| 
a  standard,  it's  difficult  to  impll 
ment  without  the  assistance  of  I 
international  insurance  special 
ists.  Language  difficulties,  varil 
tions  in  insurance  regulations,! 
or  even  local  custom  may  impecl 
translation  into  adequate  local  | 
insurance  protection. 

The  professional  solution  isl 
a  corporate  policy  decision  to  esl 
tablish  standards  of  risk  control 
and  insurance  protection  and  tl 
utilize  the  resources  of  an  inter! 
national  insurance  broker  to  ii 
plement  that  policy. 


As  the  leading  international 
surance  broker.  Marsh  & 
Lennan  will  work  with  you  to 
ablish  optimum  protection  of 
jr  assets  and  preservation  of 
rnings  in  each  location,  but 
th  centralized  control. 

Such  control  has  adminis- 
tive.  financial  and  marketing 
vantages,  which  can  result  in 
later  cost-efficiencies.  These 
jectives  cannot  be  accom- 
;hed  by  use  of  correspondent 
itionships. 

w  we  can  help  you. 

No  other  broker  can  match 
rsh  &  McLennan's  commit- 
jnt  to  serving  the  multina- 
lal  client.  Our  subsidiary  and 
ity  affiliated  companies  ex- 

our  "family"  around  the 
Id. 

Examples  of  our  interna- 
al  commitment  are  our 
ity  affiliations  with  the  lead- 
brokerage  firms  in  the  Euro- 
n  Economic  Community. 

al  experts,  central 
itrol. 

Marsh  &  McLennan  can  offer 
.  locally,  the  services  of  lead- 
insurance  professionals, 
their  efforts  are  managed  by 
staff  of  experienced  interna- 
lal  brokers,  who  are  readily 
sssible  to  you  and  fully  under- 
ld  your  problems,  require- 
lts  and  risk  management 
osophy. 

We  can  survey  your  expo- 
r    is  throughout  the  world  and 
lement  uniform  quality  of 
essional  advice  to  cover  pos- 
e  gaps.  Our  technical  ser- 

are  available  worldwide,  to 
ade  risk  analysis  and  loss- 


control  services  to  reduce  the 
frequency  and  severity  of  loss. 

In  reviewing  your  exposures, 
we  will  systematically  examine 
your  entire  risk  management 
strategy,  with  a  view  to  recom- 
mending alternative  methods  of 
protection  where  they  offer 
greater  efficiencies. 

The  captive  alternative. 

For  example,  we  know  that 
multinational  companies  of  a 
certain  size  can  achieve  cost  ad- 
vantages and  standardized  cov- 
erage through  the  use  of  captive 
insurance  subsidiaries.  This 
would  be  one  of  the  alternatives 
examined. 

Marsh  &  McLennan  is  a 
leader  in  the  business  of  captive 
insurance  company  planning 
and  management. 

You  don't  have  to  be  big. 

It's  true  that  Marsh  & 
McLennan  serves  most  of  the 
largest  multinational  com- 
panies. The  experience  we've 
gained  in  doing  so  enables  us  to 
help  any  company  with  multina- 
tional operations.  In  fact,  the 
corporation  that  is  just  begin- 
ning to  develop  internationally 
has  an  even  greater  need  for  a 
brokerage  organization  skilled 


Marsh  & 


in  planning  and  implementing 
an  international  risk  manage- 
ment program. 


IJ  you'd  like  to  know  more 
about  ways  we  might  help  you 
protect  international  operations, 
write  to  Ms.  Joan  Bullwinkel, 
Marsh  &  McLennan,  Incorpo- 
rated, Department  1100  FB, 
1221  Avenue  of  the  Americas, 
New  York.  New  York  10020. 

Marsh  &  McLennan's  experts  design  programs 
to  suit  the  needs  of  multinational  companies. 


When  it  comes  to  insurance, 
come  to  the  leader. 


mci  ennan 


1 7979,  Marsh  &  McLennan,  Incorporated 


Hjwenty-four  hour  room 
service  from  bedroom  floor 
pantries,  for  times  when 
you  can't  plan  ahead . . .  and 
times  when  you  just  don't 
want  to. 


THE  RITZ-CARLTON 

CHICAGO 

at  Water  Tower  Place 


Call  your  travel  agent 

or  Illinois  (312)  266-1000 
elsewhere  (800)  621-6906 


Foui  Seasons  Hotels 


so-and-so-many  points.  "In  a  real  reces- 
sion," he  says  calmly,  "our  portfolio's 
value  might  drop  in  half."  He  says  it 
matter-of-factly.  Is  that  likely  to  happen? 
"Nobody  is  going  to  project  the  economy 
accurately  for  you."  He  shrugs.  Don't 
worry  about  the  economy. 

"Wait  for  a  market  correction.  Then 
pick  five  names  from  the  Forbes  list  of 
Up-And-Comers — five  companies  that 
have  been  growing  better  than  15%  com- 
pounded in  good  growth  industries  over 
the  past  five  years.  Now,  study  the  high/ 
low  spread  of  the  multiples.  Never  buy 
things  that  are  going  through  their  highs. 
Wait.  But  make  the  assumption  you 
won't  be  able  to  buy  them  at  their  low, 
either." 

Comfort  figures  he  and  his  12-man 
staff  look  at  roughly  1,000  "situations"  a 
year — and  wind  up  investing  in  20  to  30. 
"That's  about  right,"  he  remarks  briskly. 
"Should  be  about  two  or  three  a  year  per 
man — if  they're  stretched." 

What  does  Citicorp  look  for  in  these 
emerging  growth  companies — Up-And- 
Comers?  "First  you  pick  the  industries 
you  want  to  be  in — everyone  can  pick  the 
growth  industries,  right?"  Comfort  gives 
a  slightly  self-mocking  laugh  as  he  says 
that — remembering  his  own  bad  guesses. 

Which  industries  does  Citicorp  think 
are  growth  industries?  The  smile  fades 
abruptly  and  the  answers  shoot  forth  rap- 
id-fire: "All  right.  Medical  is  a  continu- 
ing growth  industry.  Anything  that  has 
anything  to  do  with  electronics  .  .  .  still. 
Communications  is  definitely  a  growing 
industry.  Telephone.  Anything  to  do 
with  the  office  of  the  future.  Can  you 
imagine  how  many  companies  are  going 
to  be  created  out  of  that?  Or  that  have 
been  already?  The  printing  industry?  It's 
all  coming  together  right  now  around  the 
telephone. 

"And  of  course  energy." 

What  about  all  those  highly  profitable 
service  companies?  The  venture  capital 
boys  missed  that  the  last  time  when  fast- 
food  chains  took  off,  and  it  sounds  like 
they  might  be  missing  it  again. 

"We  would  probably  not  invest  in  fast 
food  today,"  Comfort  replies  thoughtful- 
ly, "and  most  venture  capitalists  didn't 
invest  in  them  before.  I'm  not  sure  they 
saw  them  to  the  same  degree  that  insur- 
ance companies  did.  There  was  so  much- 
real  estate  involved  that  maybe  they  had 
more  of  a  tendency  to  go  the  insurance 
route — get  the  mortgage  first  and  then 
the  equity. 

"Service  companies?  I  think  your 
chances  of  being  successful  investing  in 
that  area  .  .  .  it's  harder  to  find  one 
that's  going  to  make  it." 

Why? 

"Well  because  the  people  component  is 
so  important.  I  just  think  it's  a  tougher 
thing  to  be  successful  with.  You  see,  usu- 
ally in  a  technology  growth  company, 
most  of  the  people  have  come  out  of  a 


larger  company  doing  a  similar 
look  at  the  track  record.  We  1 
who's  done  this  sort  of  thing  b 
is  not  going  too  far  afield." 

Limited  by  the  5%  banking  r 
and  by  the  tiny  SBIC  size  stand 
rently  a  net  worth  of  no  mor< 
million,  aftertax  earnings  unde 
lion  and  having  no  dominance 
dustry),  Comfort's  investments 
dispersed  than  most  venture  caj 
folios.  He  recommends  sprea 
risks  in  small  growth  stocks  fo 
ual  investors  as  well.  "Becai 
small  companies  are  not  all 
make  it,"  he  says. 

Venture  capitalists  like  Com 
themselves  on  being  able  to 
chief  executives  of  emerging  c» 
that  get  into  difficulty.  "Oh 
passive  investors,"  he  says,  " 
but.  You  have  a  great  camaradei 
business.    Everybody  works 
Ourselves  and  First  Chicago 


Bill  Comfort  of  Citicorp  Venture  Co 
"Just  natural  evolution,  right' 

stance.  Security  Pacific  and  Coi 
Illinois.  And  the  beauty  of  that 
have  one  person  talking  to  a  pj| 
trying  to  give  him  a  point  of 
might  listen.  But  if  you  have  two 
I  think  your  ability  to  make  sc 
happen  improves  substantially.' 

What  sort  of  pressure  might  be 
to  bear?  Comfort:  "It's  not  pre 
him.  It's  a  question  of  getting 
realize  what  he  needs  for  surv 
member  all  of  these  people  are  c 
impossible  to  start  with.  You're 
ing  about  ordinary  performan 
still,  some  companies  don't  final 
enough.  Or  they  don't  hire  a  m 
man  early  enough.  They  may  b 
generate  one  growth  base  but 
other.  Maybe  management  oug 
changed.  Proper  financials,  accoi 
a  lot  of  little  companies  don't  ha 
If  someone  doesn't  put  disci] 
there  to  make  them  have  it,  th« 
get  into  problems." 

Venture  capitalists  assist  in  otl 
as  well,  Comfort  goes  on.  "You 
sophisticated  guys  like  Venrc 
Rockefeller  brothers'  group,  or  E 
Securities  ( Forbes,  June  25)  or  t\ 
ney  group  and  they  know  the  p 
with  venture  capital  deals.  Let's 
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Now,  anyone  can  copy,  collate,  and  staple  at 
,.  D  pages  an  hour.  If  you  have  a  Kodak  copier.  It's  very 
:  -  i  to  do.  And  it's  continuous.  It  even  lets  you  take  out  a 
-pletely  finished  set  while  the  job  is  still  running. 

People  tell  us  the  copies  are  the  best  quality  in 
business.  Service  is  also  of  Kodak  quality.  You  proba- 
an't  get  a  better  deal.  We'd  like  to  demonstrate. 

le:  Eastman  Kodak  Company, 
>427,  Rochester,  NY  14650. 


Kodak  copiers  are  fast.  They  also  reduce,  collate, 
staple,  and  do  other  things  well. 


1880  1980 
100-y€ar  §tart  on  tomorro\A/^ 


Kodak  Ektaprint  150AF  copier-duplicator 


want  to  meet  some  other  people  in  your 
industry,  or  you  want  to  raise  some  more 
money,  or  you  want  to  find  manage- 
ment. Those  people  can  be  extremely 
helpful." 

Comfort  approaches  the  longer-term 
survival  of  Up-And-Comers  with  a  cer- 
tain fatalism.  "You've  got  to  assume  that 
everybody's  going  to  sell  out  today. 
There's  no  growth  in  large  companies, 
correct?  Maybe  inflation  plus  5%.  Where 
are  you  going  to  get  real  growth?  You  do 
what  United  Technologies  does.  You  buy 
Mostek.  And  look  at  what  people  will 
pay  for  growth.  [In  Mostek's  case  it  is  38 
times  earnings.] 

"And  these  guys  who  make  the  small 
companies  grow  so  fast  hit  their  thresh- 
old of  pain  with  such  offers  and  take  the 
cash.  It's  pretty  nice  at  the  age  of  40  or  50 
to  get  a  very  nice  chunk  of  equity  like 
that.  So  the  guy  who  never  wanted  to  sell 
out  but  has  been  courted  for  ten  years, 
you  know  ...  at  some  point  when  things 
aren't  going  so  well  he's  going  to  sell.  For 
another  thing,  most  of  the  companies 
starting  up  today  do  not  have  a  major 
block  of  equity  ownership — because 
there  is  so  much  money  around  in  ven- 


ture capital — which  also  means  you  can 
do  much  larger  startups  today  than  you 
ever  could  before."  While  more  venture 
capital  can  be  raised,  he  means,  it  is 
probably  going  to  be  raised  from  a  variety 
of  sources,  no  one  of  which  will  take  a 
controlling  equity  position.  By  the  same 
token,  high  startup  costs  are  forcing  en- 
trepreneurs to  sacrifice  more  equity  at 
the  outset  in  order  to  get  funds. 

Does  it  worry  Comfort  that  few  small 
companies  will  survive  as  independent 
entities  over  the  long  haul?  "No,"  he 
replies  with  some  surprise.  "I  don't 
know  why  you  think  it  should.  When  has 
that  ever  happened?  IBM  and  who  else? 
Name  the  company!  Most  of  the  others 
are  agglomerations  of  other  companies. 
As  long  as  you  have  a  marketplace  like 
ours  that  allows  the  continual  creation  of 
smaller  companies,  periodic  sellouts  of 
small  companies  to  large  companies  are 
just  natural  evolution,  right?" 

There's  that  slightly  self-mocking 
laugh  again.  Like  it  or  not,  that's  the  way 
the  world  works — and  should  work. 
"What  would  be  dangerous,"  he  warns, 
"would  be  an  environment  that  didn't 
foster  these  small  companies." 


Will  tight  money  hurt  the  Up-And-Comers? 
Here's  an  unexpected  reply  from  a  banker 


Moneyman  Dick  Hester 

'A  symptom, 
not  a  cause" 


The  Up-And-Comers 


If  the  Federal  Reserve's  credit 
crunch  really  takes  hold,  how  will 
that  affect  the  Up-And-Comers, 
those  promising  smaller  outfits  with  big- 
time  ambitions? 

Richard  M.  Hexter,  45,  is  an  invest- 
ment banker  (he  prefers  "development 
banker")  who  has  specialized  in  compa- 
nies in  this  $15-million-to-$150-million- 
sales  range  for  20  years  now — first  at 
Wall  Street's  Donaldson,  Lufkin  &  fen- 
rette,  and  since  1975  at  his  own  Ardshiel 
Associates.  Much  as  the  chairmen  and 
presidents  of  these  companies  might  dis- 
agree with  him,  says  Hexter,  most  of  the 
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better  "adolescent  companies"  should 
have  little  difficulty  in  a  tight-money 
environment. 

That's  because  most  of  them  should  be 
self-financing.  "Seven  out  of  ten  of  the 
chief  executives  who  come  in  here,  come 
in  here  because  they  think  they  need 
money,"  he  says,  as  cold  rain  lashes  the 
windows  of  his  corner  office  high  in  the 
Pan  Am  Building  in  midtown  Manhat- 
tan. "And  I  would  guess  that  in  only  one 
out  of  ten  cases  do  we  actually  end  up 
helping  them  raise  more  money.  Most  of 
the  time  it  turns  out  that  the  need  for 
money  is  a  symptom,  not  a  cause.  Most- 


ly what  these  companies  need 
on  how  to  use  the  capital  the> 
have.  They  may  have  outgrow 
control  system,  or  they  haven'l 
their  costs  well  enough  to  knc 
product  lines  to  close  down  or  s< 
the  business  has  outgrown  its  i 
Once  these  things  are  correc 
need  for  money  tends  to  disap 
least  for  a  while.  That's  very  typi 
adolescent  company." 

But  where  new  money  is  need 
shouldn't  be  much  difficulty  g< 
"There's  a  lot  of  money  arounc 
he  says.  "I  find  very  few  good  cc 
in  need  of  money  who  can't  get 
ly  ever  is  money  what  stops  a  i 
from  growing." 

If  not  money,  what?  Far  more 
put  the  brakes  on  a  company's  g 
an  entrepreneur  who  can't  keep 
his  own  company,  says  Hexter. 
doesn't  happen  just  with  ao 
years:  "Age,  I  find,  rarely  has  an; 
do  with  it.  I've  met  some  peoph 
lost  their  ability  to  manage  thei 
38,  and  I've  met  some  people  at 
are  still  pretty  hard  to  replace.  1 
tion  really  is  whether  they  h 
able  to  mature  at  the  same  rat 
business." 

What  exactly  does  this  "m 
process  involve  in  a  rapidly 
company?  "One  of  the  hallma 
successful  entrepreneur  is  that  1* 
when  to  surround  himself  wit 
who  can  do  the  things  he  cc 
Hexter  replies,  "and  as  a  busine; 
the  things  he  can't  do  change." 

Hexter  begins  by  asking  cli 
tritest  question  on  the  books 
your  business  simply,  in  both  th 
and  the  near  future.  "I  used  to  tJ 
was  just  a  buzzword  too,"  says 
"but  I've  really  learned  to  resp  i 
strategic  planning.  It's  fascinatii' 
how  often  we'll  encounter  a 
that's  had  quite  a  successful 
maybe  doing  as  much  as  $125  m 
sales  and  all  the  indicators  la 
until  you  sit  down  with  the  chi« 
tive  and  ask  him  to  define  the  m 
that  business  in  a  simple  paragi 
can't  do  it.  What  does  he  think  II 
at?  What  does  he  think  he's 
need  to  get  good  at  in  order  to  I 
thing  going?  What's  interesting 
sometimes  people  have  worked 
day  after  day  to  get  where  they 
they  haven't  stopped  to  ask  th« 
where  they're  going." 

What  makes  this  exercise  so 
tant  in  Hexter 's  eyes  is  that,  a 
any  time,  a  company  has  many  C:«- 
"It's  very  rare  that  we  come 
situation  where  there's  only  on 
go,"  he  says.  Take  Vincent  M; 
Mr.  Coffee  (Forbes,  Oct  29): 
thinks  he's  good  at  merchandisi 
appliances  through  mass  consi 
vertising,  let's  say  that  might  le; 
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Thanks  to  abetter  idea 
>m  Joe  Dingus,  we've  cut  costs 
and  increased  productivity. 


4 


"  Joe's  better  idea— sub- 
d  in  Bethlehem's  1978 
It  To  The  Top"  program— 
w  helping  us  cut  costs  at 
irfield,  Md.,  plant  of  our 
lo  Tank  Division.  Lower 
lead  to  increased  pro- 
vity.  And  increased 
activity  is  one  way  to 
inflation. 

Better  ideas  save  money. 

During  our  1978  program, 
?hem  employees  turned  in 
than  9,000  ideas  for  new 
of  working  smarter, 
the  next  three  years,  we 
t  to  save  more  than  $15 
n  solely  from  suggestions 
:  ated  by  that  campaign. 


And  we  expect  equally  as  good 
results  from  our  1980  program. 
People  in  government 
can  work  smarter,  too. 

When  you  get  right  down 
to  it,  deficit  spending  by  govern- 
ment is  the  chief  cause  of 
inflation.  We  need  to  take 
better  ideas  to  the  top  in 
government,  too.  We  need  to 
keep  government  aware  that 
unfettered  spending  must  be 
brought  under  control  — 
and  that  one  way  to  check 
inflation  is  to  make  our  tax 
dollars  more  productive. 

Let's  all  take  our 

better  ideas  to  the  top. 

Cutting  inflation  down 
to  size  is  everybody's  business. 
One  way  you  can  help  is  to  take 
your  own  better  idea  for  fighting 
inflation  to  someone  who  can 
do  something  about  it. 


Joe  Dingus, 

who  works  at 

Bethlehem's 

Buffalo  Tank  Division, 

was  awarded 

a  new  car 

for  his  better  idea: 

an  inexpensive 

template  to 

facilitate  intricate 

burning  of  steel 

plates  during 

fabrication. 


That  someone  may  be 
President  Carter. . .your  boss... 
your  governor. .  .your  represent- 
atives in  Congress...????? 

Your  idea,  like  Joe's,  can 
make  a  difference.  But  only 
if  you  share  it. 


Bethlehem 

Working  Smarter 


Dick  Hexter  of  Ardshiel  Associates 
"They  think  they  need  money.  .  . 

type  of  growth  pattern  for  the  company. 
If  he  thinks  his  skill  is  technical  innova- 
tion, well,  that  might  lead  you  quite  an- 
other place." 

Why  do  so  many  highly  profitable  little 
companies  end  up  in  niches  from  which 
they  seem  unable  to  break  out?  "Some- 
times that's  because  the  next  step  is  rou- 
tine: running  the  business  more  profes- 
sionally so  as  to  make  more  money  doing 
the  same  thing  better;  the  kind  of  thing 
that  the  person  who  built  the  business 
either  isn't  capable  of  or  isn't  interested 
in  doing.  So  you  very  often  see  these  guys 
sell  out." 

Hexter  is  talking  about  managers  who 
have  lost  their  motivation.  It's  not  the 
business  that  goes  wrong  but  the  manag- 
ers. In  a  situation  like  that,  coming  up 
with  new  products  isn't  the  answer. 
"You  learn  after  you've  been  in  this  busi- 
ness awhile  to  stop  investing  in  products 
and  ideas,  and  invest  only  in  people. 
Ninety-nine  percent  of  all  ideas  never  go 
anywhere  because  no  one  ever  grasps 
them  and  runs  with  them.  Indeed,  the 
entrepreneurs  who  succeed  are  those 
where  the  success  comes  not  from  a 
great  product  or  a  single  good  idea,  but 
because  they're  very  good  businessmen 
in  a  very  general  sense.  One  of  my  most 
exciting  companies  is  Advanced  Micro 
Devices.  lerry  Sanders  started  it  admit- 
tedly as  a  second-source  company  for 
semiconductors.  That's  how  he  went  out 
to  raise  the  money.  He  just  said,  'We're 
going  to  cherry-pick  the  best  of  other 
people's  products  the  first  few  years  until 
we  get  into  the  business,  and  we're  going 
to  put  a  helluva  crack  team  together.'  It's 
just  finished  its  tenth  year.  Analysts  ex- 
pect it'll  do  over  $200  million  in  sales 
this  year  and  he's  now  trying  to  turn  the 
company  into  being  innovative.  But  you 
see  the  idea  was  a  perfectly  ordinary 
marketing  idea — that  there  was  a  place 
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in  a  fast-growing  market  dominated  by 
technology  companies  for  a  reliable  sup- 
plier. I  invested  in  him  because  I  thought 
he  was  a  super  guy — not  because  the  idea 
was  any  good." 

What  if  this  "super  guy,"  this  promis- 
ing entrepreneur,  gets  an  idea  in  an  un- 
glamorous,  mature  industry?  Can  he 
raise  money  to  pursue  that  idea  as  readily 
as  he  could  if  he  wanted  to  start  up  an 
electronics  firm?  Hexter:  "To  me  ven- 
ture capital  is  capital  that  a  business 
needs  at  a  period  when  it  is  undergoing 
rapid  change.  By  definition  that  means 
early  on.  When  an  old,  moribund  com- 
pany is  totally  changing  its  approach, 
that  to  me  is  just  as  venturesome  and 
requires  many  of  the  same  sorts  of  skills 
from  the  entrepreneur  as  a  startup  com- 
pany would.  There  are  some  real  oppor- 
tunities to  inject  entrepreneurial  man- 
agement into  the  old-fashioned  industri- 
al base  of  America.  That's  something 


that  really  has  come  to  interes 

"I'm  not  talking  about 
buyouts,"  he  adds  quickly.  "Trl 
done  because  it's  possible  to  dc| 
essarily  because  it  ought  to  be 
know,  chief  executives  will  I 
'How  much  can  I  borrow?'  an  J 
say,  'That's  the  wrong  quesl 
question  is  how  much  ought  y| 
row?'  Because  there  are  many  ll 
pie  will  let  you  borrow  more  | 
should." 

The  sonorous  ticktock  of  a| 
clock  on  Hexter's  wall  broughl 
one  final  question:  How  man  [ 
promising  Up-And-Comers 
the  test  of  years  and  survive  as  I 
growing  independent  entities il 
fraction,  I  suspect,"  says  Hexil 
slight  smile.  "If  you  take  a  loc| 
many  companies  get  started 
few  major  ones  there  still  s\ 
many  survive." 


No  little  company  is  too  dull  for  Qt 
Partners  as  long  as  it  can  be  had  for  a  sc 


Moneyman  Don  Sutherland 

Dogcatcher 


The  Up-And-Comers 


■ 


You  should  never  lose  in  this  busi- 
ness," says  Donald  J.  Sutherland  of 
Quincy  Partners,  uttering  that 
hackneyed  phrase  with  a  brooding,  defi- 
ant stare.  As  if  to  say,  "You  don't  believe 
me,  do  you?" 

Sutherland's  business  is  dogcatching— 
although  he  would  take  exception  to 
such  a  description.  He  and  nine  other 
investors,  most  notable  of  whom  is  the 
head  of  Pittsburgh's  second -richest  fam- 
ily, Henry  Hillman,  are  searching  for 
small,  unglamorous,  unwanted  corporate 
castoffs  at  rock-bottom  prices.  Or  as  he 
puts  it:  "We're  buying  mundane,  here- 
today,  here-tomorrow  businesses  at  four 
to  six  times  earnings." 

The  emphasis  is  on  "mundane."  Speak 
not  to  Sutherland  of  exciting  new  tech- 
nologies. "If  I  can't  understand  what's 
happening  in  30  minutes,  we  don't  buy 


that  company,"  he  says  flatly, 
take  American  Spring.  You  cj 
the  wire  go  in.  The  machine  wi 
cuts  it  off  .  .  .  boom!  We  all  knc 
spring  is.  Men's  shirts — we 
what  men's  shirts  are." 

Accordingly,  since  making 
move  in  1972  Quincy  Partner 
quired — or  more  properly  the 
ners  have  acquired  individu; 
very  mundane  little  companies 
facturer  of  work  gloves,  a  make 
head  cranes,  a  producer  of  stee 
cabinets,  a  spring  mill  and  a  m 
company.  When  such  dogs  com 
in  Quincy's  kennel,  they  don't 
long:  Sutherland  has  already  soil 
those  five  little  companies. 

Why  bother  with  cats  and  d< 
there  are  so  many  more  promi 
gains  available?  Simply  because 
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toughboy  emerges  with 
Citicorp's  CitiLeverage. 


.  Five  asset-based  financial  services 
at  respond  directly  to  a  company's  "success  - 


jrporations  everywhere  are  dis- 
cing their  own  hidden  strengths, 
turning  them  into  fresh  capital 
CitiLeverage— the  new  range  of 
t-based  financial  services  from 

I  orp  Industrial  Credit,  Inc. 
alifornia-based  Doughboy  Recre- 

!  lal,  Inc.,  for  example, 
aughboy®,  a  rapidly-growing 
/e-ground  pool  manufacturer,  has 
ongly  seasonal  business — 
jrating  cash  only  in  the  summer, 
ith  CitiLeverage,  they're  able  to 


use  their  "success  signal"  of  big  off- 
season inventories,  and  convert  it  into 
real  capital  for  growth. 

In  commercial  finance,  industrial 
sales  finance,  equip'ment  finance, 
leasing  and  factoring,  intelligent 
managements  everywhere  are  using 
CitiLeverage  to  take  advantage  of 
their  success  signals. 

To  get  an  idea  of  how  CitiLeverage 
can  work  for  you,  call  our  Chairman, 
Bob  Martinsen,  at  (212)  559-6631, 
collect.  Or  write  him  at  Citicorp 


Industrial  Credit,  Inc.,  399  Park 
Avenue,  New  York,  NY  10043. 

He'll  put  you  in  contact  with  the 
right  CIC  officer,  in  one  of  our  29 
offices  across  the  country. 
Citicorp's  CitiLeverage: 
Because  nothing  succeeds  like 
success. 

ocmcoRP 

Citicorp  Industrial  Credit,  Inc. 


BusinessWeek  W  HeSirtujjork 


"Ireland:  In  a  bid  to  maintain  its 
momentum  as  the  European 
Community's  'fastest-growing 
country',  the  Republic  of  Ireland 
has  announced  a  drastic  cut 
in  corporate  taxes  to  supplement 
already-generous  tax  holidays 
and  depreciation  allowances." 

FEBRUARY  191979 


Journal  oi  gttnranerre 


"According  to  the  U.S.  Department  of 
Commerce,  Ireland  was  the  most 
profitable  foreign  location  for 
U.S.  manufacturing  industries 
averaging  28.5  per  cent  rate 
of  return  on  investment 
between  1974-1977." 


JULY  30  1979 


"IRELAND  IS  EXPAND  I 
FASTER  THAN  ANY  OTl 
COMMON  MARKET  CO 


JULY31  1978 


"This  is  a  fine  time  to 
in  business  in  Ireland 
The  Country  enjoys 
highest  growth  rate  k 
members  of  the  Corrl 


Market: 


DECEMBER4  1978 


U-S-New?3 

 &  WORLD  RGPOf 

"The  (Common)  Market' 
growing  economy,  expc| 
6.5  per  cent  in  1978." 

MARCH  1979 


This  announcement  is  published  by  IDA  Ireland.  200  Park  Avenue.  New  York,  10017.  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Governmeri 


Electronic  Jfews  i 


Dp  "Ireland  Emerging  as  Common 
Market  Base  for  US.  Hardware." 


FEBRUARY  26 1979 


F 


i 


e  most  profitable  industrial  location  in  Europe. 


)epartment  of  Commerce  statistics  for  the  period  74-77  show  a  28%  average  annual  return  on  investment  for 
nanufacturers  located  in  the  Republic  of  Ireland-more  than  twice  the  European  average. 

A  Inland  &    ~^ne  'nsn  9ovemment's  industrial  development  agency  has  offices  in  New  York, 
| tr,aL development aSThoST    Tel  (2 1 2)  972- 1 000 ;  Chicago,  Tel  (312)644-7474;  Houston,  Tel  (713)658-0055; 
Anoeles,Tel(213)624-1024;  Cleveland,  Tel  (216)8610305;  Santa  Clara,  Tel  (415)8541800;  Boston, 
61 7)  3678225;  Toronto,  Tel  (41 6)  3647478.  Overseas  offices  also  in  Amsterdam,  London  Paris,  Cologne, 
tgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 

J  the  Department  of  Justice  where  the  required  regtstration  statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 
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new  technology. 

Burroughs  "900"  Series  computers  give  you  higher 
performance  and  lower  cost  through  advanced  technology. 


Burroughs  B  2930  (shown  below)  and  B  3950 
computers  introduce  entirely  new  levels  of  price- 
performance  and  flexibility.  For  the  first-time 
computer  user.  And  for  experienced  computer  users 
with  requirements  for  interactive  processing, 
distributed  processing  and  heavy-duty  central 
processing  work  loads. 

These  new  systems  provide  up  to  five  times  the 
throughput  performance  of  our  entry-level  B  2800 
in  our  "800"  Series.  Their  main  memory  can  be 
expanded  to  five  times  the  maximum  previous 
capacity.  Yet  they  occupy  half  as  much  space.  They 
use  50  percent  less  power.  And  the  monthly  lease 
price  for  a  B  2930  starts  as  low  as  $4,250. 

This  increased  performance  and  economy 
comes  from  the  use  of  Burroughs  entirely  new 
"micro-modular  concurrent"  architecture,  and 
advanced  high-density  logic  and  memory 
circuits. 

This  architecture  is  made  up  of  independent 


elements  that  process  data  simultaneously.  For 
optimum  efficiency  and  a  consistently  high  rate 
of  throughput. 

The  B  2930  and  B  3950  can  have  up  to  four  cen 
processors.  And  they  are  completely  software- 
compatible  with  earlier  Burroughs  intermediate 
systems.  No  rewriting  or  recompiling  of  existing 
application  programs  is  required. 

And  remember,  when  you  buy  any  Burroughs 
system  you  get  the  bonus  of  dealing  with  a  total 
capability  company  with  90  years  experience.  Ar 
the  security  of  knowing  the  whole  Burroughs 
organization  is  behind  you. 

We  call  it  "Total  System  Support."  Hardware, 
system  software,  application  programs,  customer 
training,  system  maintenance  —  even  the  busines 
forms  and  supplies  you  need. 

Find  out  more.  Call  your  local  Burroughs  offic« 
or  write  Burroughs  Corporation,  Dept.  FRB-11, 
Burroughs  Place,  Detroit,  Michigan  48232. 


Burroughs 


;  just  about  the  safest,  most  prof- 
vestment  around,  Sutherland  re- 
r  safer,  for  example,  than  venture 
"Venture  capitalists — like  the 
tier  brothers,  Kaiser  or  New 
ecurities  who  finance  startup 
»gy  ventures — used  to  say  that 
ual  return  on  investment  was 
heir  money  in  two  years,  triple 
-^ney  in  three,  and  so  on.  Well,  we 

r  " 

oes  Sutherland  manage  to  turn  a 
lto  a  gold  mine  so  quickly?  Hard 
replies.  Professing  a  Calvinist 
ric  so  intense  it  borders  on  the 
>tic,  Sutherland  likes  to  describe 
:  as  "the  hardest  thing  I  can  do 
hance  of  success."  The  logic  of 
en|do  may  not  seem  immediately 
ng,  but  Sutherland  goes  on  to 
Ie  :hat  it  is  the  thrill  of  the  chase 
;s  him  ("Just  the  challenge  of 
i  company.  A  business  broker 
u  out  to  Keokuk,  Iowa  and  you 
nd  meet  this  guy  who's  inherit- 
Ai  company  from  his  father  .  .  ."). 
difficulty  of  it  all  ("You  look  at  a 
companies,  to  get  very  interest- 
to  try  very  hard  to  buy  four,  to 
And  the  patience  required  ("If 
nefy  I  ring  the  cash  register  once  a 

;ery  hard  work"), 
lie;  makes  life  difficult  for  Suther- 
lat  he  doesn't  take  just  any  old 
npany  that  happens  to  be  avail- 
rst  you  look  for  good  market 
'  he  says.  "You  don't  want  the 
argest  gray  iron  foundry  in 
r,  N.Y.  But  number  one  or  two 
—yeah,  you  can  look  at  that." 
t  must  be  cheap  ("We've  bought 
at  or  about  book  value")  and 
bly  below  the  price  of  larger, 
(npetitors  ("Do  we  want  to  buy 
j  pany  or  do  we  want  to  buy  its 
or  which  is  on  the  American 
change,  in  which  case  we  have 
lidity  and  not  as  much  risk  in 
leveraging?").  And  finally  it 
e  a  clean  balance  sheet — a  very 
ince  sheet  ("Most  of  the  compa- 
buy  have  close  to  zero  debt"), 
cause  Quincy  Partners  likes  to 
lly  leveraged  buyout  with  the 
's  own  assets  as  collateral.  It's 
that  if  the  company  is  already 

has  a  book  value  of  $10  million 
my  it  for  $10  million,"  Suther- 
ains.  "As  a  rule  of  thumb  you 
$7  million  of  that  from  banks 
)ur  receivables,  inventories  and 
ts.  Then  the  ten  of  us  will  put 
the  remaining  $3  million  our- 
d  place  the  other  $1.5  million 
ibordinate  lender  like  Security 
apital  in  Los  Angeles." 
and  aims  for  companies  in  the 
m-to-$40  million  sales  range — a 
lall  to  attract  the  attention  of 
corporate  acquisitors.  It's  also 


usually  just  out  of  reach  of  operating  ex- 
ecutives who  might  be  interested  in  try- 
ing a  leveraged  buyout  themselves. 
"Chances  are  the  operating  executive 
has  $500,000  at  most,"  says  Sutherland. 
"So  he's  got  to  go  $2.5  million  in  subordi- 
nate debt — putting  more  strain  on  the 
company.  Plus  he's  going  to  have  to  guar- 
antee the  bank  debt,  whereas  as  a  group 
we  don't  have  to.  And  if  the  guy  six 
months  later  needs  additional  money, 
he's  tapped  out — operating  guys  that  do 
deals  almost  always  have  second  mort- 
gages on  their  homes  and  don't  have  any 
operating  money  left  over  after  the  deal 
is  done.  We  do.  We  have  deep  pockets." 

The  logic  is  plain.  By  pinpointing  the 
medium-size  range  for  acquisitions  Suth- 
erland avoids  competing  with  either  big 


ability  to  mastermind  a  turnaround.  He 
has  already  been  burned  trying  one.  "I 
bought  Georg  Jensen,  the  specialty  retail- 
ers, back  in  1968  for  New  Court  Securi- 
ties and  that  was  ^disaster!"  he  says.  "We 
lost  our  shirts.  I  don't  know  of  any  suc- 
cessful retailing  turnarounds  and  this 
was  not  a  sound  company.  We  had  to 
make  a  management  change  and  it's  al- 
most impossible  to  find  people  to  run  a 
specialty  store.  But  then  I  did  the  Clay- 
ton Mark  [now  Mark  Controls]  deal, 
which  was  highly  successful." 

What  does  Quincy  Partners  contribute 
to  the  five  companies  it  has  acquired 
largely  by  borrowing  heavily  against  the 
companies'  own  assets?  Not  much.  "We 
support  the  chief  executive  by  arranging 
financings,  helping  him  negotiate  the 


Don  Sutherland  of  Quincy  Partners 

"If  I  cant  understand  what's  happening  in  30  minutes,  we  don't  buy.  .  .  ." 


companies  or  ambitious  individuals.  His 
companies  fall  between  two  stools.  That 
tends  to  mean  he  doesn't  have  to  bid 
against  a  lot  of  other  would-be  buyers. 

It  is  also  an  advantage  to  Quincy  that 
Sutherland  doesn't  much  care  whether 
top  management  leaves  or  stays.  They 
can  be  replaced.  After  all,  one  of  the  ten 
Quincy  partners — Canny,  Bowen — is  an 
executive  search  firm.  "We  buy  a  com- 
pany with  management  or  not,  if  the 
numbers  are  good,"  says  Sutherland; 
then  he  adds:  "I  mean,  normally  you 
don't  have  a  strong  continuing  manage- 
ment behind  an  owner." 

But  don't  think  that  Sutherland,  who 
has  four  years  with  management  consul- 
tants McKinsey  &  Co.  under  his  belt  as 
well  as  five  years  in  investment  banking 
with  Laird  and  New  Court  Securities,  is 
relying  on  his  own  management  skills. 
"This  is  not  an  operating  company,"  he 
says.  "Quincy  doesn't  run  these  compa- 
nies. Our  chief  executives  do." 

Sutherland  has  no  illusions  about  his 


purchase  of  companies  and  encouraging 
expansion,"  Sutherland  replies.  But  not 
right  away,  of  course.  First,  all  that  debt 
has  to  be  paid  off. 

How  then  does  Sutherland  manage  to 
almost  triple  Quincy  Partners'  invest- 
ment every  couple  of  years?  Well,  as  luck 
would  have  it,  larger  public  companies 
have  come  along,  generally  within  a  cou- 
ple of  years,  and  acquired  the  work-glove 
company  (Amadac),  the  crane  company 
(American  Chain  &  Cable,  now  ACCO 
Industries)  and  the  kitchen-cabinet  com- 
pany (Chromalloy  American)  at  substan- 
tial premiums. 

One  thing  Sutherland  doesn't  allow 
himself  is  to  develop  a  sentimental  feel- 
ing for  any  of  his  businesses.  The  way  he 
operates  he  has  to  be  cold-minded.  Of 
the  companies  bought  and  later  sold, 
Sutherland  says:  "We  sold  because  if 
you've  invested  $1  and  someone  comes 
along  a  couple  of  years  later  and  offers 
you  $5  for  that  $1,  I  think  it's  probably 
pretty  wise  to  take  it." 
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Hidden  in  the  cold  aifci 
your  house.  He 


City  Investing' s  Rheem  Air  Conditioning  Division  has  an  innovative  way 
for  homeowners  to  cope  with  high  energy  costs.  The  heat  pump. 


Even  when  the  temperature  outside  is  well 
below  freezing,  the  air  contains  heat. 

Heat  that  can  be  extracted  from  its  icy 
surroundings  and  brought  into  your  house. 

All  it  takes  is  a  heat  pump. 

More  specifically,  a  New  Day  Heat 
Pump,  manufactured  by  our  Rheem  Air 
Conditioning  Division. 

Our  New  Day  Heat  Pump. 
It  warms  your  house  in  winter. 

Here's  the  principle  that  makes  our  New 
Day  Heat  Pump  work.  It's  essentially  the 
same  one  that  makes  your  refrigerator  work. 

All  heat  pumps  require  certain  basic 
components.  A  coil  and  blower  inside  your 


house.  And  another  coil,  plus  a  compressor 
and  fan,  outside  your  house. 

What  circulates  within  the  coils  is  called 
a  "refrigerant,"  although  it  also  acts  as  a  heat- 
transfer  medium. 

This  refrigerant,  circulating  continually 
within  the  system,  permits  the  heat  pump  to 
warm  your  house,  or  cool  it,  automatically. 

How? 

In  winter,  outside  air  is  drawn  over  the 
outside  coil.  Heat  that's  always  present,  even 
on  coldest  days,  is  absorbed  and  transferred 
through  the  refrigerant  to  the  inside  coil. 

Now  the  heat  pump  draws  air  over  the 
warm  inside  coil,  where  it  is  heated  to  a  com- 
fortable temperature  and  then  circulated 
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■fficiently  throughout  the  entire  house. 

It  also  cools  your  house 
in  summer. 

■ou've  probably  noticed  that  your  refrigerator 
sieves  cff  a  little  heat  on  the  outside  even 
fiough  it's  keeping  things  cold  on  the  inside. 
Why? 

Because  the  circulating  refrigerant  is 
v  ^sorbing  heat  from  inside  the  refrigerator 
rid  transferring  it  out  into  your  kitchen. 

Now  think  of  one  of  our  heat  pumps 
oing  the  same  thing,  but  on  a  larger  scale. 

Being  reversible,  the 
lew  Day  Heat  Pump 
orks  during  warm 
eather  to  remove  hot, 
umid  air  trapped  in- 
de  your  house.  While 
rculating  cool  air. 

Thus  our  heat  pump 
sips  keep  you  warm 
i  the  winter.  And 
doI  in  the  summer.  Automatically, 
's  not  only  a  simple  idea.  It's  also 
i  i  practical  idea. 

Coping  with 
high  energy  costs. 

liecause  it  starts  with  a  natural  source  of 
armth  —  heat  that's  always  present  in  the 
r— a  heat  pump  is  highly  energy-efficient. 

This  means  it  delivers  more  heat  from  a 
ven  amount  of  electricity  than  a  conven- 
3nal  electric  furnace.  Even  in  parts  of  the 
mntry  where  an  auxiliary  heating  system 
needed. 

Which  makes  the  New  Day  Heat 
amp  definitely  an  idea  worth  looking  into. 
Meeting  basic  needs  with  good  ideas 


has  helped  our  Rheem  Division  through  a 
long  and  innovative  history  of  products  like 
the  New  Day  Heat  Pump. 

This  same  kind  of  innovative  thinking 
continues  to  guide  the  profitable  growth  of 
other  City  Investing  operations. 

Our  companies  profit 
from  good  ideas. 

In  housing,  we  plan  and  develop  entire  com- 
munities. We're  a  major  builder  of  single- 
family  houses  and  mobile  homes. 

In  manufacturing,  the  talents  that  have 
made  us  world  leaders  in  the  production  of 
steel  shipping  containers  and  water  heaters 
also  enabled  us  to  introduce  the  Sun  Set 
and  SunDirector  solar  water  heating  systems. 

In  insurance,  we're  a  major  property 
and  casualty  underwriter,  specializing  in 
policies  tailored  to  business  needs. 

To  learn  more  about  City  Investing, 
and  the  New  Day  Heat  Pump,  just  clip 
the  coupon. 
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John  Herndon,  Vice  President 

City  Investing  Company,  Department  Y 

767  Fifth  Avenue,  New  York,  NY.  10022 

Dear  Mr.  Herndon: 

Please  send  me  more  information  on: 

□  The  New  Day  Heat  Pump 

□  City  Investing  Company 

Name  


I 


Address 
City  


Slate 


_Zip_ 


Telephone  ( 


FO  11-12 

c  City  Investing 


Ending  with  the  year  1978,  Manufacturers'  those  needs,  they  come  to  us  in  le 
five-year  average  annual  return  on  numbers.  And  bring  along  all  t] 
shareholders'  equity  was  20.22%.  That  banking  business.  Checking,  savi 
makes  us  a  very  profitable  bank.  But  CD's,  even  equipment  leasing.  W] 
we're  also  very  liquid.  And  that  makes  creates  a  constant  influx  of  new 
us  very  unusual.  - .  very  profitable  business. 

How  do  we  do  it?  We    j|  ■  W         A  bank  that  can 

specialize.  By  design,  our  ^^BH^^H^^^^r  liquidity  mt°  profitab 
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for  short-term  commercial  flH^  ^  If    one  of  the  most  profite 

loans.  Because  we're  eLM     l^M^^L  banks  in  California.  \ 

always  prepared  to  meet  vLM  ^^%M^t^^  a^ter  year  a^er  Year 
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Five  year  average  return  on  shareholders'  equity. 
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Write  or  phone  Alex  Alt,  Vice  President,  for  1978  annual  report 
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mlity  Care,  David  Scheinman  admits  he 
p?  someone  else's  idea.  He  has  just  been 
\ood  at  implementing  it. 


's  how  you  do  it, 
lot  what  you  do 


The  Up-And-Gomers 


I  rY-SEVEN- year-old  Dr.  David 
tScheinman,  president  of  Qual- 
|  Care,  Inc.,  was  seized  by  the 
Bsurial  spirit  the  moment  he 
t  w  to  read.  "I  started  investing 
p's  funds  at  the  age  of  nine,"  he 
jiasy  grin  slowly  elongating  his 
tjipata  mustache.  "I  don't  know 
|?was  something  that  fascinated 
a  the  stock  market.  My  father 
ting  to  do  with  it.  He  never  fin- 
|*nentary  school.  He  had  a  gro- 
|l  in  Brooklyn.  I  just  started  read- 
lithe  stock  market.  After  a  lot  of 
concluded  that  the  very  best 
[;  liable  in  1951  was  IBM.  So  I 
|;0  shares  with  my  family's  sav- 
v  very  next  day  IBM  was  sued  by 
(jnd  on  antitrust  grounds  for  tn- 
jies  and  the  stock  went  down  27 
ilie  next  day  it  went  down  30 

richeinman  was  chastened  but 
p  iraged.  He  fared  "very  well"  in 
lit  (if  he  does  say  so  himself)  in 
3  that  followed.  His  76-year-old 
1 1 11  owns  those  IBM  shares,  now 
jjiarge,  diversified  portfolio  (not 
I  she  still  works  every  day  in  the 
lore). 

|  two  elder  brothers,  Schein- 
went  to  medical  school.  "I 
n't  understand,"  he  says.  "I 
u  went  to  high  school,  then 
en  medical  school.  I  thought 
id  that."  By  about  the  third 
edical  school,  however,  that 
urial   flame   was  flickering 
had  come  to  dislike  hospitals 
g  homes  almost  as  much  as  he 
ical  school.  "When  we  went 
rsing  home  or  a  hospital  in 
;  chool,"  he  says,  "we  saw  a 
d  arthritis,  severe'  not  'Mrs. 
y  saw  disease  entities.  I  saw 
j  nought  this  swing  toward  insti- 
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Quality  Care's  Dr.  David  Scheinman 
"Unlicensed personnel  is  where  it's  at." 

tutionalization  had  become  irrational.  I 
saw  the  way  the  elderly  were  being  ware- 
housed in  institutions  when  they  had  n© 
business  being  there  in  many  instances. 
That  bothered  me.  I  come  from  a  family 
where  we  take  care  of  our  own." 

So  Scheinman  resolved  to  make  a  busi- 
ness of  bringing  medicine  to  the  home. 
He  took  his  first  step  a  few  years  later 
while  serving  in  the  U.S.  Navy,  by  set- 
ting up  an  insurance  examination  busi- 
ness, working  lunch  hours,  evenings  and 
weekends. 

'  Upon  getting  out  of  the  Navy  in  1969, 
he.,  started  up  what  he  hoped  would  be  a 
nationwide  doctors'  house-call  service. 
Business  boomed  to  such  an  extent  that 
Scheinman  had  to  give  up  his  own  pri- 
vate practice.  Pretty  soon  his  house-call 
service  v#as  second  in  size  only  to  that  of 
the  National  Health  Service  in  Britain. 
So  in  1972  he  took  the  business  public, 


calling  it,  rather  grandly,  "Health  Deliv- 
ery Systems,  Inc." 

One  year  later  Scheinman  ran  into 
trouble.  "Within  one  year,"  he  remem- 
bers, "the  underwriter  who  took  us  pub- 
lic went  bankrupt;  our  bank,  the  Frank- 
lin National,  went  bankrupt;  and  we 
were  on  the  National  Exchange  and  that 
also  went  bankrupt." 

That  was  just  the  beginning.  With 
money  tightening,  the  banks  didn't  want 
to  have  anything  to  do  with  Scheinman 's 
service.  Says  he:  "You  know  traditional 
banking:  You  finance  only  those  receiv- 
ables you  can  kick.  And  here  was  a  new 
service  business  where  you  have  to  pay 
your  employees  weekly  and  you  may  not 
receive  income  for  four  to  twelve  weeks, 
depending  on  the  nature  of  your  client." 
A  subsidiary  of  Control  Data  called  Tex- 
tile Banking  Corp.  finally  came  up  with 
the  receivables  financing — a  full  four 
points  over  prime.  (Small  wonder 
Scheinman  was  delighted  a  couple  of 
months  ago  to  exchange  that  for  an 
1 1  Va  %  -term  line  from  Northwestern  Na- 
tional Life  Insurance  Co.  That's  a  lot 
cheaper  than  having  to  pay  Textile  Bank- 
ing 18V2%  at  today's  prime  of  W/2%. 

Meanwhile,  malpractice  insurance 
costs  had  risen  from  $200  per  $1  million 
worth  of  coverage  to  $4,000.  That's  a  lot 
for  a  young  doctor  to  lay  out  just  for  the 
privilege  of  making  a  few  house  calls,  and 
Scheinman  began  to  have  trouble  getting 
doctors. 

By  1975  the  house-call  business 
seemed  doomed.  So  Scheinman  copied 
an  idea  pioneered  by  HealthCare  Ser- 
vices, a  company  acquired  by  Upjohn 
about  ten  years  ago:  He  would  offer 
home  health  care,  chiefly  for  aged, 
chronically  ill  patients,  with  a  staff  rang- 
ing from  registered  nurses  and  licensed 
practical  nurses  to  unlicensed  home 
health  aides  and  companions. 

In  1976,  struggling  to  raise  capital  with 
which  to  expand  his  promising  nursing 
care  service,  Scheinman  sold  the  house- 
call  service.  There  still  wasn't  an  equity 
market  for  small  companies  like  his  to 
draw  on.  Franchising,  one  obvious  solu- 
tion, was  proving  to  be  a  headache.  The 
individuals  who  bought  his  franchises 
balked  at  all  of  the  expensive  "quality 
assurance"  follow-ups  that  Scheinman 
insisted  upon.  Or  they  didn't  work  to 
develop  the  business  as  aggressively  as 
he  felt  they  could. 

Then  it  hit  him;  He  could  sell  those 
franchises  to  syndicates  of  wealthy  indi- 
viduals looking  for  a  tax  loss.  He  could 
control  those  offices,  supplying  a  profes- 
sional manager.  And  when  they  started 
earning  money,  thereby  losing  their  ap- 
peal to  the  syndicate,  he  could  buy  them 
back  at  a  handsome  profit  to  the  inves- 
tors, while  taking  the  cash  flow  onto 
Quality  Care's  books  in  return.  So  Schein- 
man went  back  to  school  part  time,  tak- 
ing a  master's  degree  in  public  health  at 
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Columbia,  and  awaited  the  results. 

The  results  were  spectacular:  Over  the 
last  two  years  Quality  Care  earnings 
have  shot  from  3  cents  to  58  cents  a 
share  as  revenues  rose  from  S3. 5  million 
to  SI 6.3  million.  On  a  five-year  average 
basis,  Quality  Care's  61%  average  earn- 
ings' growth  and  65.5%  average  return 
on  equity  would  rank  near  the  top  of  the 
Up-And-Comers  list  on  page  203  were  it 
not  for  a  ten-year  S5  million  line  of  credit 
negotiated  in  August  (at  that  very  attrac- 
tive 11 14%  interest),  which  threw  the 
company's  debt  equity  ratio  above 
Forbes'  maximum  one-to-one. 

Today  Quality  Care  has  offices  in  181 
cities  in  45  states  and  Canada.  That 
makes  it  the  third-largest  company  in 
the  home  health-care-services  industry, 
after  Upjohn  HealthCare  Services  (240 
cities  and  S120  million  in  sales!,  and  a 
subsidiary  of  H&R  Block  acquired  last 
year  called  Medical  Personnel  Pool  (153 
cities  and  around  S80  million  in  sales). 

"If  you  include  franchise  offices  (101 
investor-owned  offices  ,  1 001  and  wholly 
owned  branches  (60),  we'll  have  sales 
this  year  of  around  S43  million,"  says 
Scheinman.  "Next  year  we  anticipate 
around  S85  million." 

The  clincher,  Scheinman  argues,  is 
that  no  competitor  will  be  able  to  dupli- 
cate that  kind  of  rapid  expansion. 

"It  will  be  very  difficult  to  enter  this 
industry  in  the  future.  Under  a  law 
passed  in  1974  with  a  five-year  grace 
period,  federally  funded,  state-run  health 
system  agencies  were  created  to  approve 
'certificates  of  need'  so  as  to  control  the 
construction  of  new  hospitals  and  the 
proliferation  of  a  whole  shopping  list  of 
services  besides." 

Among  the  services  to  be  federally  li- 
censed was  Quality  Care's  nursing  and 
companion  services.  By  1980  the  com- 
pany will  have  to  get  HSA  approval  to 
enter  a  new  state,  and  in  a  few  cases  to 
expand  withm  a  state.  "We  therefore 
made  the  decision  to  move  very  quickly 
to  beat  this  certificate  of  need,"  says 
Scheinman.  "We  were  afraid  we'd  never 
be  able  to  get  through  the  bureaucracy  in 
many  states.  But  now  in  most  states 
we're  grandfathered  in,  so  we're  set.  In  a 
few,  however,  we  are  having  a  tremen- 
dous hassle." 

The  problem,  says  Scheinman,  is  not 
the  quality  of  the  service  his  company 
provides.  It's  just  that  there's  a  bias 
against  a  health  care  service  that  makes 
money.  "In  many  cases  it's  the  nonprofit 
nursing  associations  that  sit  on  these 
federal  boards — like  the  Visiting  Nurses. 
They're  charging  S40  a  visit  in  some 
cases  and  we're  charging  S10  a  visit  and 
making  money.  That  doesn't  look  good. 
And  there  are  large  segments  of  the  mar- 
ket that  they  don't  serve.  And  generally 
they  don't  work  evenings  or  weekends 
like  we  do.  So  we're  a  potential  threat,  at 
least  to  the  less  progressive  ones." 


But  suppose  every  Quality  Care  office 
were  required  to  pass  HSA  inspection — 
despite  the  fact  that  they  were  in  place 
before  the  law  took  effect.  Would  those 
Quality  Care  offices  pass  muster?  "We 
can  pass  any  quality  assurance  test  in  the 
industry  at  all  of  our  offices,"  Scheinman 
replies  evenly.  A  Quality  Care  office,  he 
goes  on,  is  generally  rather  small  (say  400 
square  feet),  far  from  the  high  rent  dis- 
trict (say  S6  a  square  footl  and  near  trans- 
portation facilities.  It's  headed  by  at  least 
one  registered  nurse.  "Her  job  is  to  con- 
trol quality,"  says  Scheinman.  Her  job  is 
also  to  work  up  a  file  of  registered  nurses, 
licensed  practical  nurses,  health  aides 
and  companions  who  are  living  in  the 
area  but  are  not  working  full  time  and 
might  be  interested  in  part-time  work 
for  Quality  Care.  Aside  from  the  RN  in 
the  office  who  works  for  Quality  Care 
full  time,  most  of  Quality  Care's  field 
people  are  part-timers. 

When  a  Quality  Care  office  gets  a  call 
from  a  hospital  that  a  chronically  ill, 


"Within  a  week  the  underwrit- 
er who  took  us  public  went 
bankrupt.  Our  bank.  Franklin 
National,  went  bankrupt.  We 
were  on  the  National  Ex- 
change; that  went  bankrupt! 
Because  of  the  service  nature 
of  our  receivables,  banks 
didn't  want  to  lend  us.  And 
there  was  no  equity  market." 


recuperative  or  terminally  ill  patient  is 
about  to  be  released,  Scheinman  contin- 
ues, the  QC  nurses  will  visit  the  patient 
and  develop  a  nursing  plan  in  consulta- 
tion with  the  doctor,  the  family  and  the 
patient  himself.  A  part-time  worker  is 
then  assigned,  and  the  RN  follows  up 
with  telephone  calls  to  the  patient  at 
least  once  a  week,  and  personal  visits 
anywhere  from  once  a  month  to  once  a 
week,  depending  on  the  severity  of  the 
illness.  Above  the  office  manager — much 
like  a  fast-food  operation — is  an  area 
manager,  and  above  him  a  regional  direc- 
tor (there  are  three  now),  each  of  whom 
has  a  quality-assurance  director. 

Moneymen  like  Bill  Comfort  of  Citi- 
corp Venture  Capital  (see  p  216)  have 
tended  to  look  askance  at  the  prospects 
of  service  ventures  like  Quality  Care  be- 
cause of  supposed  "people  problems," 
which  make  such  operations  more  diffi- 
cult to  manage.  Scheinman  agrees  com- 
pletely. "He's  right,"  he  says  with  a 
slight  shrug  of  his  shoulders.  "A  lot  of 
bankers  say  that.  But  that  doesn't  mean 
it  can't  be  done.  In  fact  if  you  do  it  right , 
you  can  turn  that  into  an  advantage. 

"How  do  you  train,  control,  motivate 
unlicensed  personnel-  Most  of  our  com- 
petitors stay  away  from  that  because 
they're  afraid  to  deal  with  so  many  peo- 


ple. Well,  you  can  handle  it  if 
the  money  and  know  what  yoi 
The  screening  process  has  to  b 
important  aspect.  We  have  a 
eight-layer  hiring  system." 

"Unlicensed  personnel  is  wl 
care  is  really  at,"  he  goes  on 
ous  if  a  person  requires  an  in 
feeding  and  a  nurse  around 
that  person  belongs  in  an  insti 
when  you  get  to  the  chronic* 
tient  that  you  begin  to  unde: 
need  for  unlicensed  personnel 

Let  newcomers  like  Kelly  C 
themselves  out  in  the  easier  e 
of  the  business,  he  reasons.  " 
concentrating  on  temporary  s 
hospitals  because  we  feel  that 
get  killed,"  he  says.  "That's 
Ht^R  Block  outfit  is  pnmaril 
really  is  simple  to  go  around  to 
and  say,  'Would  you  like  an  ex 
As  that  gets  competitive,  pa 
people  will  start  paying  more 
ing  less  and  everyone  will  get  s 

Scheinman 's  perseverance  L 
pie-intensive  service  business 
with  personal  conviction.  H 
countered  enough  setbacks 
way  to  have  driven  less-comm 
tors  back  to  a  comfortable  pri 
tice.  Now  that  he  has  weat 
worst  storms,  he  could  easil 
remaining  10%  equity  in  the 
for  several  million  dollars  and 
life  of  ease — or  even  start  ano 
ness.  But  not  Scheinman.  Sell 
solutely  not,"  he  says,  twite 
formidable  mustache.  "Now  w 
to  reap  some  of  the  rewards  afl 
ing  in  the  future  all  those 
talks  of  someday  becoming  a  m 
for  surgical  supplies,  cotton 
hospital  beds  and  walkers  for  h 
audience — once  he  has  the  mar 
.And  he's  been  busy  recruiting 
agement:  a  marketing  vice 
from  archcompetitor  Upjohn, 
man  from  GTE  and  a  board 
with  temporary'  personnel  expe 

Was  Quality  Care  a  great 
idea-  Scheinman  is  the  first 
that  it  was  not.  It  was  an  obv 
cept  pioneered  by  others  but 
person  of  extraordinary  drive,  \ 
organizational  talent  to  make 
"Vince  Lombardi,"  Scheinm 
slightly  amused  at  the  comphi 
paying  himself.  "Everybody  1 
Green  Bay  Packers  were  going 
left  guard  or  right  guard.  Nothin 
cated.  No  option  plays.  Nothi 
lust  extremely  well  executed 
practice." 

What  has  he  learned  from 
Scheinman  looks  down,  his  gi 
tache  looking  oddly  flamboyant 
if  you've  got  an  idea,  and 
you're  right,  then  do  it,"  he  repl 
ly.  "That's  what  made  this  cour 
isn't  it-  ■ 
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No  matter  what  the 
energy  source  of  the  future, 
ectrical  and  electronic  products 
will  play  a  key  role. 

That's  why  Gould  is  continuing 
its  heavy  investment  in  R  &  D. 


Net  Earnings 


R&D  Expenditures 

(In  Millions  of  Dollars) 


101.0 


1974 


Sei 
wi 

W 

k 

ijmand  for  electricity  has 
doubled  in  the  past  ten  years, 
te  and  more  electronic 
pts  are  serving  new  needs. 
Gould  is  capitalizing  on 
growth  opportunities. 

/ear  we  spent  $79  million 
D,  an  amount  equal  to 
of  our  profits. 

more  money,  relative  to 
than  any  other  billion-dollar 
cal  manufacturer  spent.  And 
ar  we're  planning  to  spend 
ore.  This  commitment  to 
-  ology  is  paying  off  in  a 
:  fiuing  flow  of  new  product 
:  opments. 


1975 


1976 


1977 


1978 


Over  100  new  products 
introduced  last  year. 

Consistently  high  investment  in 
R&D  and  product  development  has 
helped  make  Gould's  sales  grow. 
Last  year  26%  of  our  sales  came 
from  products  that  were  introduced 
in  the  past  five  years.  Some  recent 
examples  include:  flight  simulators 
for  the  Navy,  mobile  cardiac  output 
computers  and  resuscitators  for 
hospitals,  digital  oscilloscopes 
and  logic  analyzers,  and  automatic 
vehicle  monitoring  systems  for  fleet 
operations. 

Nearly  $100  million  for  capital 
improvements  in  1979. 

To  meet  increasing  demand  for 
Gould  products  we're  making  a  big 
investment.  Plans  include  new 
plants,  plant  expansions  and  plant 


conversions.  We're  making  this 
investment  now,  to  keep  earnings 
growing. 

Earnings  per  share  have 
grown  at  an  average  annual 
rate  of  13%  since  1968. 

Since  1974  our  dividends  have 
more  than  doubled.  This  strong 
growth  record  is  a  direct  result  of 
our  investments  in  R&D  and  capital 
improvements.  It's  also  based  on 
our  commitment  to  technology 
and  new  product  development, 
concentrated  in  electrical  and 
electronic  products. 

For  more  information  about  our 
company  and  its  products,  write 
Gould  Inc.,  Dept.  FH11 ,  10  Gould 
Center,  Rolling  Meadows,  Illinois 
60008,  (312)  640-4000. 


■>  GOULD 

An  Electrical/Electronics  Company 


So  you  don't  tender  your  shares  and  the 
takeover  offer  succeeds  anyway  Now  what? 


Mopping  up 


By  Harold  Seneker 

I HAVE  A  FEW  HUNDRED  SHARES  of  Am- 
conda  I  didn't  tender  when  Atlantic 
Richfield  took  it  over,"  complained 
an  investor  recently.  "I  thought  they 
were  worth  a  lot  more.  Now  it's  been  a 
few  years  and  nothing  much  has  hap- 
pened. What  usually  happens  to  minority 
stockholders  anyway?" 

What  usually  happens  resembles  what 
already  happened  to  that  Anaconda  in- 
vestor. In  January  1977  Atlantic  Rich- 
field waved  the  legal  wand  and  turned 
each  of  his  Anaconda  shares  into  half  a 
share  of  Atlantic  Richfield  and  $6  in 
cash,  which  has  been  sitting  in  an  es- 
crow account  at  Security  Pacific  Nation- 
al Bank  ever  since,  waiting  for  him  to 
turn  in  his  old  certificates.  When  this 
happens  after  a  successful  tender,  law- 
yers call  it  a  trailing  merger,  and  brokers, 
more  graphically,  a  freeze-out  merger. 

Meet  Marv  Lamer,  partner  at  Herzfeld 
&  Stern,  which  trades  in  many  such 
stocks  and  still  lists  itself  as  market- 
maker  in  Anaconda  in  the  over-the- 
counter  market's  "pink,  sheets." 
"There's  always  leftovers,"  he  says  of  the 
listing.  "You  get  estates  that  take  forever 
to  settle,  lost  certificates,  people  who 
were  in  Timbuktu  and  didn't  hear  about 
it.  When  they  finally  do  want  to  move, 
sometimes  they're  in  a  hurry.  It  takes 
weeks  or  months  to  handle  it  with  the 
company,  and  we'll  give  'em  cash  right 
away — at  a  discount."  Lamer,  now  68, 
has  been  involved  in  arbitraging  tenders 
and  mergers  for  45  years. 

"You  can't  ever  say  what  will  happen 
to  a  stock  like  that,"  Lamer  opines  of 
untendered,  unmerged  shares.  "When 
old  Dan  Ludwig  tendered  for  American- 
Hawaiian  Steamship  Co.  back  in  the  late 
Fifties,  he  offered  first  at  around  100, 
then  250,  300,  400— all  different  prices.  I 
finally  tendered,"  he  brags,  "at  72,5 — but 
it  took  14  years. 

"Or  you  could  wait  14  years  and  find 
nothing  happens.  Take  Hunt  Chemical. 
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Turner  &  Newall  tendered  for  52%  in 
1977  at  20.  Those  who  didn't  sell  see 
their  stock  at  1 1 . 

"What  happens  to  the  stock  is  all  a 
matter  of  what  the  majority  stockholder 
wants  to  do.  You're  just  a  minority 
stockholder." 

If  enough  shares  go,  the  stock  gets 
delisted.  If  the  surviving  shareholders 
don't  trade  much,  the  stock  tends  to 
become  depressed,  and  the  bid/ask 
spread  widens.  "It's  a  very  esoteric  spe- 
cialty," says  John  Herzog,  head  of  Her- 
zog,  Heine  &  Geduld,  who  serves  inves- 
tors buying  such  stocks  for  income. 
"Trades  are  few,  research  is  tedious,  but 
if  you  carry  a  lot,  they  can  be  profitable." 

Lately,  though,  there  are  few  such  situ- 
ations. Today  the  taste  in  takeovers  runs 
to  100%  control.  For  one  thing,  the  ac- 
quisitor  needs  80%  anyway  to  consoli- 
date for  tax  purposes,  and  now  the  law 
permits  the  freeze-out  option  Ludwig 
didn't  have.  Today  the  acquiring  com- 
pany can  merge  the  acquired  assets  and 
freeze  the  remaining  minority  stock- 
holders out  from  any  claim  on  them; 
their  only  remaining  right,  besides  prob- 
ably fruitless  lawsuits,  is  eventually  to 
accept  the  offer.  "We  advise  our  clients 
that  a  takeover  bid  should  cover  all  the 
stockholders,  whichever  side  of  the  ne- 
gotiation we're  on,"  advises  a  partner  of 
a  major  investment  banking  firm. 
"They're  fools  not  to  take  out  the  minor- 
ity stockholders.  Otherwise,  they'll  have 
to  run  the  business  with  a  constant  eye 
out  to  being  fair  to  the  minority  stock- 
holders— or  they  may  sue." 

They  certainly  may.  Consider,  for  in- 
stance, Canadian  Pacific  Ltd.'s  travails, 
which  could  just  as  easily  have  afflicted  a 
company  in  the  dower  48.  CP  took  over 
the  Ontario  &  Quebec  Railway  Co.  in 
the  19th  century,  signed  a  sweetheart 
lease  for  use  of  the  key  Montreal-Toron- 
to-Windsor right-of-way  in  1884,  and 
then  treated  the  O&.Q  as  just  another 
subsidiary,  despite  the  existence  of  non- 
controlling  stockholders.  In  the  1960s, 


CP  quietly  started  buying  up 
find  of  the  20,000  seldom-tra 
By  about  1970  CP  had  ovei 
Joseph  Pope,  head  of  Toront 
Co.,  the  broker  making  the 
the  issue,  had  suspicions.  S 
pension  fund  that  held  777  sh 
$6-a-share  dividend. 

"We  started  asking  quest 
the  shares,"  Pope  gleefully  : 
Forbes,  "and  not  getting  ai 
sale  of  a  0.6-acre  O&Q  real  e; 
in  downtown  Toronto  for 
found  in  the  registry  office  by 
1971  and  never  reported  to  th 
stockholders,  convinced  him. 
was  quoting  the  seldom-tradi 
300  a  share. 

"Then  in  September  of  19 
an  Pacific  held  a  shareholdei 
on  the  advice  of  its  lawyers  t 
to  be  a  big  mistake  for  it, 
called  to  approve  the  transfer 
worth  $8.8  million  to  a  sub 
return  for  improvements  in  i 
right-of-way.  But  they  owe< 
provements  anyway  under  th 
the  lease. 

"That  was  very,  very  stupid 

"It  forced  us  minority  stoci 
sue."  Pope  and  the  pension 
separate  lawsuits  in  October 
March  1974,  and  in  Decemb 
quoting  the  stock  at  800. 

The  discovery  process  tun 
fewer  than  900  such  O&Q 
deals  from  1884  on,  many  of 
rious  nature.  When  the  trial 
September  1977,  the  shares  w* 

"They  were  1,700  the  night 
decision  was  handed  down,  or 
Oct.  17,  1978,"  says  Pope,  wh 
ing  if  not  a  stickler  for  details, 
sion  was  317  pages  long,  extra 
complicated  and,  as  Pope  put  i 
ingly  favorable  to  the  minor 
holders."  The  stock  moved,  s 
stantly,  to  3,000. 

Canadian  Pacific's  appeal  is 
the  court  from  undertaking  h 
find  the  fair  value  to  the  stock 
all  those  900  transactions,  wh 
take  four  or  five  years.  As  more 
ered,  though,  the  shares  go  ev 
Lately  they  are  7,000  bid;  7,7 
"Canadian  Pacific  has  bel 
throughout,"  says  Pope  conterc 
"In  1970  we  had  no  idea  how 
company  was.  If  they  had  offer 
then,  we  might  have  taken  it." 

And  how  much  will  it  cost 
Pope,  the  pension  fund  et  al.  oil 
now?  That  may  take  years  to  d| 
Dreaming  a  bit,  Pope  figures  al 
estate  involved  has  a  present 
between  $2  billion  and  $3  billic 

A  nice  tale.  But  don't  count  d 
pening  to  you.  Most  takeovers 
at  a  premium  and  use  the  fred 
you  might  as  well  take  the  ac| 
best  offer  and  move  on.  ■ 
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No  matter  what  kind  of 
eeting  you're  putting  on, 

Hilton  can  pull  it  off. 


m   k*  -    \  ' 


the  mini 


CSi 


to  the  stod| 

sacnons, 
arsis  mi 


ic  has 
Pope  conta 
no  idea  hi 
leyhadofj 

ve  taken  it 
will  it  cosi 
funde'fl'f 


if  .  ■  4P- 


3pe  Hgures 
as  a  presc^ 
i  and  S3  bil 
don't  counj 
»st  takeovd 
use  the  H 


me  has  come  up  with  a  meeting  yet  that  a 
u  couldn't  handle.  We  Can  set  up  anything 

la  championship  fight  to  a  meeting  of 
s.  Conventions,  sales  meetings,  financial 

■ngs,  board  meetings  and  dinner  meetings 


are  all  in  a  day's  work  for  us.  If 
you'd  like  your  next  meeting  to 
be  a  huge  success,  let  Hilton 
bring  it  to  order. 

There's  no  place  like  HILTON. 


Bell  doesn't  ma  p 


even  for  Xerox. 


Xerox  needed 
to  know  which 
phone  costs 
belonged  where 
and  to  whom. 


Problem  Xerox  Corporation,  masters  of  copy 
and  duplicating  systems,  found  it  had  original  problems  for 

a  company  its  size. 

The  company's  services  and 
offices  had  forged  ahead  faster 
than  its  internal  communications 
system. 

To  allocate  communica- 
tions costs  to  specific  profit 

centers,  Xerox  needed 
something  few  companies 
have  today:  total  control 
over  a  system  that  involves 
employees  in  140  locations 
including  offices  overseas. 

Their  problem  called  for  an  original  solution. 

Solution  A  Bell  System  team  of  communica- 
tions experts  headed  by  Tony  Zalenski  worked  with  Xerox  to 
design  an  advanced  network  system.  It  gives  them  total  con- 
trol over  and  detailed  data 
on  35,000  phones  in  140 
locations  24  hours  a  day. 

Using  an  ultra- 
modem  control  center,  Xerox 
controls  the  flow  of  its  com- 
munications traffic  along  the 
most  economical  routes. 

rpi  ■  One  system 

The  System  to  keep  tabs  on 

requires  fewer  lines.  It       35,000  phones. 

also  provides  a  record  of  all  calls. 

First  year  results:  a  flexible  private  network  that 
saves  Xerox  20%  over  previous  costs. 

If  you  haven't  talked  systems  with  your  problem-solv- 
ing Bell  System  Account  Executive,  your  company  is  missing 
something. 

The  system  is  the  solution. 


(§)  Bell  System 


HARRIS  technology 
on  the 
job 


In  information 
systems, 

Harris  Corporation 
produces 
data  processing 
terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

HARRIS  intelligent 
interactive  computer 
terminals  handle  a 

variety  of  data  processing  applications.  In  order  entry 
systems,  they're  helping  companies  process  orders  more 
efficiently— and  serve  their  customers  better. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  interactive  computer  terminal  system 
in  U.S.  Steel's  order  entry  department 


COMMUNICATION  AND 
INFORMATION  PROCESSING 
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happens  when  you  climb  to  the  top  of 
rporate  ladder  and  then  fall  off? 


Is  there  life 
after  downfall? 


here  actually  is  more  turnover  these  days  in  the  upper  reaches  of  major 
ganizations  or  not,  it  certainly  seems  that  way.  Lyman  Hamilton  lost  his 
Harold  Geneen  and  left  ITT.  Mark  Kaplan  left  Engelhard.  Roger  Morley 
American  Express.  Harvey  Kapnick  is  out  at  Arthur  Andersen.  And  so 

ions  range  from  ill  health  and  early  retirement  to  irreconcilable  policy 
Sometimes  the  leaving  is  voluntary.  Mostly  the  phrases  in  the  press 
euphemisms  for  firings.  It  may  be  difficult  to  shed  a  tear  for  anybody 
he  big  money,  the  deferred  compensation,  the  obsequious  staff,  the 
,  choppers  and  jets,  and  then  lost  it  all. 

ig  a  top  job  is  a  numbing  and  traumatic  episode  that  can  haunt  a  man  for 
this  life,  even  when,  as  often  happens,  he  lands  another  top  job.  The  higher 
\\ve  rises,  the  more  certain  he  probably  becomes  of  his  skills  and  talents, 
orth  to  his  employer  and  to  the  world.  He  comes  to  think  he  is  the 
ntil  the  board  brings  down  the  ax. 

"  says  Russell  Reynolds  of  the  headhunting  firm  that  bears  his  name,  "is 
ctive  than  a  recently  deposed  CEO  under  the  right  circumstances." 
in  a  political  or  personality  clash  doesn't  necessarily  reduce  a  man's 
nolds  says.  Lee  Iacocca  got  calls  from  headhunters  as  soon  as  the  word 
that  Ford  had  fired  him.  Hamilton  became  another  prime  candidate  with 
re  from  ITT. 

udine,  president  of  the  Chicago-based  recruiting  firm  of  Eastman  & 
cites  the  "forgiveness"  factor,  the  likelihood  that  prospective  employers 
stand  and  forgive  failure  based  on  changing  markets,  plummeting  ex- 
Is  and  other  factors  beyond  anybody's  ability  to  foresee  and  guard  against, 
i  represents  employers  and  not  unemployed  executives,  Beaudine  keeps  in 
people  like  Richard  Goodwin  who  left  Tohns-Manville  and  Sam  Casey, 
Pullman.  He  feels  that  time  works  for  them  up  to  a  point  by  dimming  the 
bf  the  controversies  that  attended  their  departures.  But  too  much  time  off 
t  work  against  their  prospects  for  future  employment, 
t,  a  man  who  has  run  a  billion-dollar  company  is  likely  to  pass  up  offers 
r  outfits,  even  though  the  money  is  better.  It's  a  little  like  asking  a  man 
ng  to  run  a  minor  principality.  If  he  once  fought  in  the  Garden,  he's  not 
happy  being  just  another  contender.  But  holding  out  for  the  big  one  long 
damage  a  man's  reputation. 

other  side  to  getting  fired,  however,  that  can  be  moving  and  valuable  to 
After  years  of  upward  mobility,  the  personal  crisis  can  help  a  person  cut 
dime-store  cliches  about  self-awareness  and  the  laying  of  blame  else- 
maybe  learn  something  about  human  limits  and  the  ways  that  chance 
Confronting  reality  in  that  way  can  make  life  more  comfortable  on  the 
there  is  one,  even  if  it  diminishes  somewhat  the  lust  for  wealth,  power 

who  has  never  undergone  the  abrupt  and  searing  experience  of  being 

a a  high  place  may  find  the  plight  of  these  five  men  instructive.  They 
)sen  at  random,-  they  were  picked  because  they  were  willing  to  talk, 
s  were  understandably  evasive  or  unavailable  or  insisted  that  they  were 
ng  on  to  new  opportunities.  All  five  here  conceded  that  they'd  like  to  get 
saddle,  whether  the  prospect  is  likely  or  not.  Moreover,  however  blithely 
bed  their  new  circumstances,  the  memories  of  lost  power,  money  and 
e  still  close  to  the  surface. 
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Richard  Kattel: 
early  up,  early  down 


Richard  Kattel  has  a  mellower 
look  about  him  since  his  well- 
publicized  ouster  from  the  CEO's 
spot  at  Citizens  &.  Southern  National 
Bank  a  year  and  a  half  ago.  Only  43  years 
old,  he  is  tall  and  heavily  built.  His  two- 
room  office,  north  of  Atlanta,  has  the 
feeling  of  a  chief  executive's  opulence 
squashed  into  a  closet.  Inside  the  tall 
wood-and-glass  breakfront  behind  the 
squat  desk  is  a  handsome  sign,  "Richard 
L.  Kattel,  Chairman  and  President." 

"Oh  yes,"  he  says  hesitatingly,  "my 
secretary  took  that  when  we  left."  At  38, 
Kattel  was  the  second-youngest  presi- 
dent ever  of  the  $4  billion  (assets)  bank, 


Dick  Kattel,  formerly  of  C&S  National  Bank 
"You  learn  very  quickly  that  you  don* 
have  all  the  answers." 

the  largest  in  Georgia  and  the  41st  larg- 
est in  the  country.  He  succeeded  Mills 
Lane  Jr.,  a  man  whose  banking  manage- 
ment style  reflected  his  motto,  "It's  a 
wonderful  world,"  and  resulted  in  a  de- 
cade of  lending  policies  that  proved  di- 
sastrous. Kattel  came  in  as  chief  execu- 
tive officer  in  the  midst  of  Atlanta's 
building  boom,  and  it  looked  as  if  the 
good  times  would  never  stop. 

Then  came  the  1974  recession  and  the 
real  estate  bust.  Mounting  loan  losses 
reached  $33.7  million  and  earnings  dove 

241 


NEWSLEADtK 

Only  Newsweek's  coverage  of  the 
energy  crisis  gave  America  a  plan  for  actic 


When  the  energy  crunch  of  79  hit,  Newsweek  took 

the  lead. 

In  its  July  16th  issue,  Newsweek  proposed  its  own 
national  energy  plan,  a  detailed  and  thoughtful  program 
for  the  coming  decade. 

No  other  newsweekly  took  such  a  stand.  And 
Newsweek  readers  responded  enthusiastically 

"By  detailing  the  problem  and  suggesting  a  possi- 
ble program,  your  story  is  journalism  at  its  best." 

Clifton  C.  Garvin,  Jr. 
Chairman,  Exxon  Corporation 
"I  only  hope  that  President  Carter  was  supplied  a 
copy  of  Newsweek  and 
adopts  your  nine  points  as 
the  commandments  for  the 
nation  to  religiously  adhere" 
Hon.  Robert  £  Badham 
Member  of  Congress 
(R.  Calif.) 

"Congratulations! 
Newsweek  is  to  be  com- 


mended for  its  courageous  (and  very  complete)  me. 
on  energy. . .  I  have  taken  the  liberty  of  entering  a  sign 
excerpt  from  it  in  the  Congressional  Record  of  July 

Hon.  Charles  E.  Grassley 
Member  of  Congress  ( R. 

And  the  following  week,  when  President  Cartel 
came  down  from  Camp  David  with  his  national  enei 
message,  Newsweek  again  took  the  lead.  No  other 
weekly  held  its  presses  on  that  warm  Sunday  night. 

But  Newsweek  did,  and  was  the  only  newswee 
to  carry  complete  coverage  of  the  speech  in  its  issu 
the  following  morning. 
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That's  leadership 
In-depth  and  outstan 
coverage— and  thai 
what  Newsweek  re 
expect. 

That's  why 
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a  share  from  1973's  80  cents, 
udged  interest  rates  too,  and 
making  fixed-rate  loans  as  in- 
>  rose  rapidly.  "We  woke  up  in 
no  demand  for  the  cbnstruc- 
nanced,"  he  recalls,  clasping 
And  the  anguish  continued  as 
iperforming  assets"  (including 
real  estate)  skyrocketed.  AT 
bank  did  not  break  out  the 
1974,  one  report  had  it  that 
ning  assets  that  year  were  $17 
y  1977  they  were  up  to  $181 
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Mdofklf  h  Comptroller  of  the  Currency 
EGrasslat  In  February  1978,  Kattel  was 
Mjressffl  fie  discount  rate  the  bank  was 
dent  Tart  J5amst  earnings  as  the  cost  of 
itionaf  ene  ?e  nonPerforming  property  on 

d.Noother  tas,  not  ^  eTuLgh  to  reflect 
nd     Biarket  value  of  the  property. 

JJld  turn  1977  earnings  of  $3.2 
o  a  $7.8  million  aftertax  loss. 
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also  questions  about  why  the 
/idend  had  been  kept  so  high 
parnings  slid, 
of  his  lunchtime  racquetball 
as  Kattel  thinks  back  on 
"Of  course  I  was  concerned 
j dividend,  because  we  had  a  lot 
officers.  You  have  to  consider 
involved,"  he  admits.  "With 
lity  declining,  it  was  getting 
had  some  grueling  years,  and 
it  out  of  me." 


Kattel  left  C&S  late  in  February  1978. 
Since  then  he  has  set  up  a  hodgepodge  of 
small  business  ventures  under  the  um- 
brella name  of  Kattel  Enterprises.  He  has 
a  small  equipment-  and  car-leasing  ser- 
vice, a  contract  security-guard  operation 
and  a  real  estate  development  partner- 
ship in  King's  Bay,  Ga.,  home  of  the 
Trident  submarine  station.  He  is  also 
developing  a  plan  to  market  insurance 
policies  by  mail,  using  bank  credit  cards. 
Kattel  §ays  he  didn't  experience  the  situ- 
ation that  so  many  resigning  CEOs  fear: 
His  friends  didn't  desert  him.  "When  I 
left,  my  friends  were  all  there  with 
ideas."  But  he  didn't  want  to  take  an- 
other job  just  then,  he  says.  "I  wanted  to 
do  this  on  my  own  first. 

"Maybe  five  years  down  the  road,  I  can 
see  myself  wanting  to  get  back  into  the 
big  corporate  structure,  and  I  am  leaving 
those  doors  open."  He  thinks  he  is  young 
enough  to  be  "hirable"  if  he  finds  he 
dislikes  what  he  is  doing  now. 

He  has  spent  the  last  year  and  a  half 
recuperating,  "relaxing,  giving  myself  a 
chance  to  think  and  set  a  course  for 
myself."  A  strong  supporter  of  Carter  in 
the  1976  campaign,  Kattel  says  that  he 
has  promised  his  wife  and  "countless 
other  people"  that  he  will  step  back  from 
politics  in  1980,  be  less  visible.  "But  if  he 
or  his  people  ask  me  to  do  something 
specific,  then  I  will,"  he  says.  After  Car- 
ter's problems  with  another  Georgia 


banker  named  Lance,  it  is  doubtful  that 
Kattel  will  be  used  much. 

He  pauses,  shakes  his  head.  "Boy,  38 
years  old,  president  of  C&S  ...  I  thought 
I  had  the  world  by  the  tail.  I  thought  I  had 
all  the  answers,  and  I  got  knocked  off 
that  platform."  His  lips  tighten.  "You 
learn  very  quickly  you  don't  have  all  the 
answers."  His  advice  to  other  CEOs,  es- 
pecially those  who  make  it  big  early  in 
their  careers:  Don't  take  yourself  too  se- 
riously, don't  lose  sight  of  the  fact  that  it 
is  the  office  people  are  worshiping,  not 
the  man.— Clmstine  Miles 

Donald  Meads.- 
how  not  to  get  vertigo 

Donald  E.  Meads  is  a  precision- 
tooled  machine  of  a  businessman. 
His  suit  is  conservative  and  gray; 
his  hair  carefully  clipped  and  parted  neat- 
ly; his  gestures  deliberate  and  precise; 
when  he  talks  he  only  tells  you  what  he 
wants.  His  practiced,  modulated  voice 
has  an  almost  hypnotic  effect. 

Direct.  In  control.  No  bull.  Right  away 
you  can  see  this  man  wouldn't  be  much 
good  at  playing  games.  Further,  that  once 
he  was  given  the  shot  at  running  his  own 
show  he'd  do  it  his  way.  Period.  And  that 
is  why  this  tall,  59-year-old  veteran  ex- 
ecutive no  longer  is  the  chairman  and 
CEO  of  CertainTeed  Corp.,  the  $900  mil- 


Individual 
Retirement  Accounts. 
The  ScudderApproach: 

"A  solid  return  is  never  a  matter  of  luck. " 

If  you  are  not  currently  covered  by  an  employer-sponsored 
retirement  plan,  consider  the  advantages  of  a  Scudder  Individual 
Retirement  Account. 

With  a  Scudder  IRA,  you  can  make  tax-deductible  investments 
of  up  to  15%  of  your  salary  or  $1,500  (whichever  is  less)  every 
year  toward  your 
retirement. 
Scudder  Retirement 
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Plans  are  backed  by  more 
than  sixty  years  of 
investment  counseling 
experience.  Every 
Scudder  plan  offers: 

•  Choice  of  investment 
in  any  of  four  Scudder 
no-load  funds  •  Flexibility 
of  transfer  among  funds 

•  Convenience 

Write  or  call  toll-free 
800-225-2470. 

In  Mass.,  call  collect 
(617)  482-3990. 


SCUDDER 

SCUDDER  STEVENS  &  CLARK  INVESTMENT  COUNSEL 

Scudder  IRA 

Scudder  Fund  Distributors,  Dept.  #  7931655101 
1 75  Federal  Street,  Boston,  MA  02110 

For  more  complete  information,  including 
management  fee  charges  and  expenses,  please 
write  or  call  for  a  free  prospectus  and  plan 
booklet  Read  them  caretully  before  you  invest 
or  send  money. 
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Donald  Meads,  formerly  of  CertainTeed 

The  French  looked,  upon  him  as  a  "technically  competent  savage. 
were  more  concerned  with  Old  World  style  and,  grace.  


He  felt  they 


lion  (sales)  building  materials  manufac- 
turer based  in  Valley  Forge,  Pa. 

CertainTeed,  you  see,  is  54%  owned 
by  Saint-Gobain-Pont-a-Mousson,  the  gi- 
ant French  construction  materials  con- 
glomerate. Working  for  bosses  headquar- 
tered 3,000  miles  away  is  hard  enough; 
but  when  they're  overly  concerned  with 
questions  of  Old  World  style  and  grace, 
the  days  of  a  hard-nosed  professional 
manager  like  Meads  are  bound  to  be 
numbered.  That  in  the  five  years  Meads 
ran  CertainTeed  (1974  to  1978)  he 
brought  the  company  back  from  near- 
bankruptcy  to  become  a  Wall  Street  suc- 
cess story  really  didn't  matter.  Nor  did  it 
count  that  Saint-Gobain  itself,  from 
where  his  French  successors  have  come, 
hardly  is  a  benchmark  for  efficient  cor- 
porate management:  On  sales  of  34  bil- 
lion francs,  its  net  income  in  1978  was 
down  36%  from  the  previous  year. 

Says  Meads:  "The  French  look  upon 
Americans,  and  maybe  me,  as  a  techni- 
cally competent  savage.  An  executive  at 
Samt-Gobain  once  told  me  the  French 
have  a  passion  for  rescuing  success." 

Yet  Meads  says  he  feels  no  resent- 
ment, and  because  he  sounds  so  sensible, 
you  believe  him.  "I  think  that  when  ter- 
minating with  one  company  and  begin- 
ning a  new  step,  the  essential  thing  is 
that  it  be  a  civilized  disengagement ,"  he 
says.  "What  matters  is  whether  a  fellow 
is  looking  forward  to  the  future  or  is  surly 
and  resentful.  Mine  was  civilized." 

Since  getting  to  the  top  makes  you 
vulnerable  to  falling  a  very  long  way 
down,  Meads  recommends  that  a  chief 
executive  protect  himself  from  feelings 
of  vertigo,  of  insecurity,  by  convincing 
himself  that  he  has  choices.  "My  defini- 
tion of  the  adjusted  executive  is  a  guy 
who  either  has  choices  or  thinks  he  does. 
Someone  that  thinks  he  has  none  is  real- 
ly stunted.  He  doesn't  necessarily  have 
to  have  them,  but  he  better  believe  he 


does  because  that  gives  him  the  confi- 
dence to  go  on." 

Meads  certainly  is  being  true  to  his 
word  on  maximizing  his  options.  Since 
leaving  CertainTeed  last  year  he  and  two 
colleagues  have  founded  Carver  Asso- 
ciates, Inc.  in  Plymouth  Meeting,  Pa. — 
"counselors,  diagnosticians,  strategists, 
surrogates  and  sometime  ombudsmen" 
to  corporations  and  investors.  While 
Meads  is  mum  on  the  names  of  clients, 
he  is  assisting  in  negotiating  with  an  oil 
company  for  a  solar  energy  group  and  is 
jetting  off  to  the  Canary  Islands  to  meet 
Belgian  investors  interested  in  a  stake  in 
the  U.S.  He  also  sits  on  the  boards  of  six 
companies,  including  Quaker  Oats  and 
Singer. 

With  the  "civilized"  proceeds  from  his 
early  retirement  from  CertainTeed — a  $1 
million  pretax  gain  from  options, 
$400,000  he'll  get  as  a  consultant  to  Cer- 
tainTeed by  1983,  another  $100,000  con- 
sulting for  Saint-Gobain  plus  $95,000  a 
year  as  retired  CEO,  Meads  has  funded  a 
small  investment  portfolio  based  in 
Hong  Kong.  Then  there  are  real  estate 
purchases  (a  100-acre  farm  outside  Phila- 
delphia and  a  historical  house  down- 
town, behind  Independence  Hall)  and 
collectibles  such  as  a  1929  Ford  Model 
"A"  station  wagon. 

To  listen  to  Meads,  it's  almost  as  if  he 
finally  is  enjoying  the  perquisites  he  nev- 
er had  time  for  at  CertainTeed.  "When 
you  get  to  the  office  at  7:30  in  the  morn- 
ing and  you're  there  until  7:00  at  night, 
what  the  hell  are  perquisites?"  he  remi- 
nisces. "In  the  beginning  our  long-range 
planning  was  just  figuring  out  how  to 
meet  the  Monday  payroll.  When  you 
have  a  banker  telling  you  face  to  face, 
'I'm  going  to  push  you  to  the  wall,'  well,  I 
wasn't  thinking  about  luxuries." 

At  59,  Don  Meads  still  isn't  so  old  that 
he  couldn't  run  another  company.  Be- 
sides CertainTeed,  the  Harvard  M.B.A.'s 


resume  includes  top  jobs  at  III 
the  Philadelphia  financial  holf 
pany  and  International  Basic  f 
Corp.,  a  pet  Rockefeller  proj<| 
vesting  in  developing  counf 
Meads  is  limiting  his  search  tol 
delphia  area.  At  his  age  he  alsol 
self  best  suited  for  a  transition 
some  company,  perhaps  to  pre;| 
shakeup  similar  to  the  one  he 
CertainTeed.  "It's  hard  for  ml 
conceive  of  the  portrait  of  an| 
company  in  this  geographic  li 
that  particular  situation,"  he  a«| 
I'd  be  heaping  improbability  a 
ability  by  developing  that  ii 
though  I  might  fantasize  it." 

Meanwhile,  he  has  all  tho; 
he's  so  fond  of  speaking  of,  I 
memories.  "The  years  at  Cd 
were  terrific.  At  some  comp 
can  work  yourself  to  death  anl 
in  the  fifth  decimal  place  of  t| 
ings  what  you  did.  In  my  case 
very  dramatic,  seismic  prooll 
have  had  the  chance  there  wf 
been  my  loss."—  Thomas Jaffe 

Richard  Goodwin\ 
Was  it  the  long  hah\ 

We've  been  fired!"  Tl 
W.  Richard  Goodwir 
across  the  plain  bro\ 
his  office  recently  when  a  fire 
much  of  the  newsprint  inventcl 
make  insulation  at  his  smail 
plant.  It  was  a  joke,  of  course, 
win  himself,  a  joke  about  the  r| 
matic  event  of  his  career:  his 
three  years  ago  after  six  years! 
dent  and  CEO  of  fohns-Manvilf 


Dick  Goodwin,  formerly  of  J-M 
On  the  lookout  far  something 
run"— for  three  years. 
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hnologies  is  meeting  today's  demands  and 
w's  challenges  with  technological  expertise: 

hnical  Services  and  Products.  Our  Auto- 
ndustries  subsidiary  is  a  leading  manufacturer  of 
echanical  connectors  and  aircraft  instruments 
pace  and  commercial  aviation  markets.  We       ,  ' 
|  and  manufacture  computerized  ultrasonic  immer- 
tems  for  nondestructive  testing. 
ation  also  produces  tracking  and  meteorological 
|  stems  and  a  wide  range  of  environmental  products, 
I  g  hydronic  heating  systems  and  flexible  tubing, 
|  sophisticated  engineering  services  to  electric 
8  ind  for  railroad  track  inspection.  Recently,  we 
8  ok  a  project  to  accumulate,  process  and  analyze 
?  il  data  from  the  National  Solar  Energy  Data  Network. 
I  rnimunications  Cable.  Our  General  Gable 
jhy,  a  leader  in  cable  technology  for  decades,  pro- 
Ine  first  optical  fiber  cables  for  aerospace  projects  - 
Ijlar  telephone  service.  We  are  the  major  inde- 

k  Technologies 

Incorporated 


pendent  supplier  of  cable  and  related  products  to  the 
telephone  industry  and  other  markets.. 
...In  Electronics.  Our  subsidiary,  Sprague  Electric 
Company,  makes  more  capacitors  for  more  applications 
than  any  other  U.S.  manufacturer.  We  maintain  a  key 
position  in  the  electronic  components  industry  by  designing 
technologically  innovative  products. 

Our  technological  expertise  is  reflected  in  more  than 
our  new  name: 

. .  .In  Our  Financial  Performance.  Our  sales  and 
operating  earnings  reached  record  levels  in  the  first  nine 
months  of  1979.  Sales  for  the  full  year  should  exceed  a. 
billion  dollars  for  the  first  time.  We've  increased  our  quarterly 
dividend  five  times  since  1975  to  the  present  annual  rate 
of  $1.10  per  share. 

For  our  1978  annual  report  and  latest  quarterly,  please 
write  to  GK  Technologies,  Incorporated,  Dept.  100-79H, 
500  West  Putnam  Avenue,  Greenwich,  CT  06830. 


The  Sun.  A  hot  prospect. 

Giant  mirrors,  tilted  skyward,  ring  the  base  of  the  tower. 

The  Sun's  reflected  rays  bring  the  heat  of  the  boiler  at  th< 
top  of  the  tower  to  an  estimated  500°  C,  creating  clean, 
reliable,  efficient  steam.  Steam  to  drive  generators 
and  machinery  of  all  kinds.  To  heat  your  home 
and  the  place  you  work.  To  recover  oil  from 
aging  wells. 

Solar  One  is  the  pilot  plant  for 
the  U.S.  government's  solar  energy 
program.  We  designed  it,  and  we're 
helping  to  build  it.  It's  a  solid  first 
step  toward  replacing  some  of  the 
dwindling  and  increasingly  expen- 
sive energy  sources 
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Conservation... 
from  the  ground  up. 

Imagine  paying  the  gas  and  electric  bills  of  a  40-story  offic 
building.  Or  a  huge  factory. 

Little  wonder  architects  and  design  engineers,  searchin 
ways  to  conserve  energy  in  new  buildings,  have  turned  to 
computer  programs  at  our  MCAUTO®  Division. 

MCAUTO's  computers  calculate  a  proposed  building1 
heating  and  cooling  requirements.  This  information  helps 
architects  draw  plans.  The  result:  A  lower  energy  tab  for  t) 
building's  owner.  And  more  energy  for  the  rest  of  us. 
Including  you. 
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Conservation  in  the  air. 


pie  at  McDonnell 
s  were  working 
conservation 
fore  it  became 

o  excellent 
ss  are  our  wide- 
>C-10  and  our 
1-9  Super  80. 

over  four  million  hours  of  flight  time,  the  DC-10  has  proved 
cient  on  distances  as  short  as  200  miles  and  as  long  as  6000  miles, 
d  when  the  DC-9  Super  80  goes  in  service  in  the  near  future,  it 
re  the  lowest  fuel  consumption  per  passenger  of  any 
-cabin  jet. 

McDonnell  Douglas  we're  energetic  about  energy  conservation. 


A  super-safe 
insulation  for 
super-cold  gas. 

Natural  gas  is  where  you  find  it. 
Seldom  where  you  need  it  most. 
To  help  move  it,  we've  teamed 
up  with  Gaz-Transport  of  France  to 
develop  a  new  insulation  system  for 
ocean-going  tankers  carrying  liquefied 
natural  gas  (LNG).  It's  a  lining  for  the  ship's 
hull  which  adds  safety,  takes  less  space,  and 
works  better  than  other  systems.  It  keeps  LNG  in  its  super-cold  state  during 
shipment,  and  in  land  storage  tanks  as  well.  It's  one  more  way  we're  working 
to  help  keep  your  home  fires  burning. 

inergy.  There  are  no  simple  answers.  But  at  McDonnell  Douglas,  we're  on  the  right  track  in  more 
^ays  than  one.  To  learn  more  about  our  ideas  in  energy,  or  in  our  other  technologies,  write  for 
>ur  booklet  "Surprising  But  True'.'  Address:  McDonnell  Douglas,  Box  14526,  St.  Louis,  MO  63178. 
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OB?  LET'S  SWAP  RESUMES  SEND  YOURS.  WE'LL  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER.  WRITE  BOX  14526,  ST  LOUIS,  MO  631 78 


Telemarkets 
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We'll  start  with  some  things  you  may  know. 

Such  as  Northern  Telecom  is  the  second  largest 
manufacturer  of  telecommunications  equipment 
in  North  America.  Not  bad  for  a  manufacturer  only  96 
years  old!  Which  leads  to  the  other  thing  you  should 
know  by  now  —  that  Northern  Telecom  is  the  second  old- 
est manufacturer  of  that  equipment  in  North  America. 

And  that's  where  coming  in  second  comes  to  a  screech- 
ing stop. 

Take  market-planning. 

It  doesn't  take  much  thought  to  figure  out  that  a 
communications  company  has  only  four  markets:  tele- 
phone companies,  the  commercial/business  world,  the 
military/government  complex,  retailers,  you  . . .  and  you 
. . .  and  you. 

What  does  take  thought  — and  Northern 
Telecom  was  the  first  to  take  it  — is  the 


It* 


development  of  a  product-planning  and  cu< 
service  system  that  matches  those  markets  and 
right  to  their  needs. 

Which  explains  why  so  many  independent  tele 
companies,  from  Alaska  to  Puerto  Rico,  come  to 
central  office  switching.  And  why  Coast  Guam 
use  our  Pulse"  PABX  Systems.  And  it's  certain 
some  of  the  largest  corporations  in  the  work 
switched  to  Northern  Telecom's  SL-1°  Business 
munication  System.  It  may  even  explain  why  rijj 
very  moment  thousands  of  people  are  buying  hon 
phones  from  us. 

We  may  be  the  second  oldest  and  second  large 
we  make  sure  we're  first  in  the  things  that  count. 

em  Telecom,  Inc.,  International 
northern    Dept.  1206-2,  Nashville,  Teni 
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"Trademark  of  Northern  Telecom  Limited. 
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rimental  psychologist  with  a 
1  Stanford,  Goodwin  made  the 

I  academia  and  high-level  con- 
j  o  the  top  spot  at  the  mining 
jfacturing   conglomerate  in 

ught  in  just  18  months  earlier 
ltant,  he  was  anointed  by  the 
rectors,  which  wanted  a  CEO 
ip"  the  company, 
ime,  J-M  was  a  rather  stodgy 
• '  Wnie  |(  based  company  with  virtually 
at  had  last  gone  to  the  market 
capital  when  it  went  public 
P27.  A  secretary  warned  the 
)inted  chief  about  "getting  run 
wheelchair."  Goodwin's  six- 
buji^I'irdship  doubled  J-M's  capital 
es,  adding  $150  million  in 
debt,  and  reorganized  the  cor- 
icture,  moving  the  company 
lreary  old  New  York  buildings 
y  $70  million  world  headquar- 
Iei  e  Denver. 

is,  however,  that  Goodwin 
on  image  than  on  substance, 
reign,  sales  did  almost  double 
to  1975  but  earnings  went 
ioodwin  won't  admit  that  he 
:laims  he  was  done  in  by  older 
n  the  company.  His  flamboy- 
:  he  deliberately  tried  to  break 
t  ville's  old  image — he  wore  his 
■rl  lily  long,  eschewed  the  pin- 

II  in  favor  of  sports  jackets — 
Ijboard. 

s  Mi  sees  another  element  in  his 
i;ras  a  family  company  which 
l  aken  public  years  ago  by  J. P. 
iinown  as  a  "Morgan"  com- 
i  nvestment  bankers  were,  of 
I  rgan  Stanley.  "I  thought  with 
.  i  vi  we  needed  more  than  one 
r  :  :  banker  and  asked  Smith  Bar- 
'ftus,"  says  Goodwin.  "But  that 
raw  that  broke  the  camel's 
gan  Stanley  refused  to  share 
t  of  a  2.5  million-share  offer- 
replaced  by  Goldman,  Sachs, 
s  later,  on  Sept.  3,  1976,  just 
before  Goodwin  planned  to 
e  new  Denver  headquarters, 
asked  him  to  resign  his 
lary  job.  He  was,  he  says, 

ate,  three  years  have  passed, 
'in  is  running  a  miniconglom- 
fwxa  Cos.,  Inc.,  into  which  he 
of  his  own  money  (some 
)ck  options).  And  he  is  sitting 
rds  ranging  from  PMI  Mort- 
ice Co.  to  the  Institute  of 
jte,  a  group  studying  the  civil 
an. 

itent  with  all  this?  Hell,  no. 
it  all — the  power,  the  trap- 
Goodwin:  "It's  been  hard  to 
a  large  complex  company  to 
Capital  formation  is  a  prob- 
;imply  can't  do  it  with  just 
i  money.  I'm  used  to  working 
i  arge  established  company — 


getting  a  third  party  to  raise  the  cash." 

The  tall,  silver-haired  Goodwin  pro- 
ceeds to  run  down  a  list  of  entrepreneur- 
ial activities  long  enough  for  several 
men,  but  the  sense  of  loss  and  desire  to 
get  back  in  crops  up  continually.  Rest- 
lessly moving  and  gesturing,  he  comes 
back  again  to  his  point:  "I'd  like  to  re- 
turn. I  haven't  found  the  challenge  and 
pace  I  need.  Some  people  are  able  to  leave 
and  do  anything.  But  I'm  not  ready  to 
retire  and  I'm  very  stubborn.  Consulting? 
You  get  tired  of  trying  to  nudge — you 
want  to  order!  Takes  too  long  to  do  any- 
thing as  a  consultant." 

His  offices  are  filled  with  mementos  of 
his  J-M  days — paintings  of  the  palatial 
headquarters  he  never  got  to  occupy,  the 
shovel  with  a  plaque  commemorating 
the  groundbreaking.  Even  the  round 
white  marble  desk  recalls  a  style  slightly 
out  of  place  in  his  present  surroundings. 

"I  was  offered  a  $250  million  company 
to  run,  but  they  had  a  single  product  line 
and  it  wouldn't  have  been  any  fun." 
What  is  fun?  Goodwin  answers,  "Look  at 
J-M — it  was  in  six  different  areas.  Now 
that's  fun.  I  like  to  work  hard.  I've  talked 
to  several  large  companies  only  two  of 
which  interested  me,  Lockheed  and 
CBS.  Lockheed  thought  I  was  too  flam- 
boyant," scoffs  Goodwin.  "They  have  to 
live  with  30  bankers.  My  personality  just 
doesn't  seem  to  jibe  with  the  banking 
personality." 

On  some  days,  he  spends  time  as  a 
laborer  in  his  insulation  plant,  wearing 
jeans  and  stuffing  bags  along  with  the 
other  half-dozen  employees.  The  noise  is 
deafening,  but  Goodwin  enjoys  being  in 
the  thick  of  it.  "I  like  to  know  how  it 
works,  but  I  think  I  can  be  more  valuable 
looking  at  other  opportunities." 

Riding  out  to  his  insulation  plant  near 
the  railroad  tracks,  Goodwin's  animated 
manner  slows.  Then  he  laughs.  "Well, 
hell,  ol'  Dick  will  have  something  here 
soon.  "—Flora  Ling 

Sam  Casey.- 
ambivalence 

I wouldn't  be  happy  relaxing,  even 
though  I  don't  have  to  do  this,"  Sam- 
uel B.  Casey  Jr.  told  Forbes  three 
years  ago.  "I  can't  get  along  without  go- 
ing to  the  office  every  day." 

Unfortunately,  Pullman  Inc.'s  board  of 
directors  decided  that  the  company  can 
get  along  just  fine  without  him.  Last 
November,  in  the  aftermath  of  a  bitter 
proxy  fight  to  oust  Casey  and  an  internal 
management  investigation  commis- 
sioned by  the  company's  outside  direc- 
tors, the  board  of  directors  fired  Casey 
from  his  $337,000-a-year  job.  Conve- 
niently, though,  Casey's  firing  was  only  a 
bit  ahead  of  the  schedule  he  himself  had 
once  set,  to  step  down  as  chief  executive 
in  1980.  "I  took  that  job  for  ten  years,  but 


Sam  Casey,  formerly  of  Pullman  Inc. 

At  least  there's  comfort  in  knowing 

what  he  doesn't  want  to  do. 

probably  should  have  taken  it  for  nine," 
admits  Casey. 

Now,  at  52,  Casey's  life  is  on  a  com- 
pletely different  track.  He  still  occupies  a 
small  office  at  Pullman  far  from  the  ac- 
tion. "I've  been  a  workaholic,  but  now  I 
have  time  to  smell  the  roses,"  he  gloats. 
He  certainly  has  plenty  of  time  to  smell 
the  roses,  to  fish,  to  watch  birds,  to  play 
golf,  to  attend  the  World  Series  or  to 
learn  to  cook.  His  income  comes  from 
consulting  fees  from  Pullman  and  direc- 
tors' fees  from  four  other  companies. 

What  else  is  cooking  for  Sam  Casey? 
Apparently,  not  much.  Last  May  he  re- 
signed as  chairman  of  Pullman's  board. 
He  resigned  as  a  director  in  July  and  will 
do  some  consulting  for  Pullman  until 
1982.  But  that's  part-time  work  at  best. 
Says  Casey:  "You  have  to  go  through  the 
basic  soul-searching  as  to  what  you  want 
to  do  next.  Being  51  years  old,  I  had  to 
decide  what  1  didn't  want  to  do." 

As  it  turns  out,  what  he  doesn't  want 
to  do  is  consulting,  because  of  "its  lack  of 
accountability."  Despite  "some  very  in- 
teresting offers,"  academia  doesn't  ap- 
peal to  him.  "Going  into  academia,"  he 
reasons,  "is  like  going  into  strategic 
planning  in  a  corporation.  You  have  to 
wait  a  long  time  to  find  out  if  your  strate- 
gy was  right  or  wrong.  So,  too,  in  acade- 
mia you  have  to  wait  a  long  time  to  find 
out  how  your  disciples  have  turned  out." 
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The  apparent  truth  is  that  Casey 
hasn't  yet  sorted  things  out.  On  the  one 
hand,  he  says:  "Being  a  CEO  is  not  a  job, 
it's  a  career.  It's  a  total  dedication  which 
distinguishes  you  from  the  99%  of  the 
people  who  seek  just  a  job — a  means  to 
an  end,  a  reward  for  their  labors.  It  puts 
you  in  that  small  group  of  people  who 
opt — through  leadership,  excellence  or 
just  trying  harder — to  get  to  the  top." 
Does  he  want  to  go  through  that  again? 
This  is  where  Casey  doesn't  seem  to  be 
sure.  While  he  talks  almost  wistfully 
about  the  challenges  of  being  CEO,  he 
says  in  the  next  breath  that  he  won't 
give  up  all  the  time  he  now  spends  "en- 
hancing the  quality"  of  his  life. 

One  big  problem  for  top  executives,  he 
goes  on,  is  that  "people  who  don't  really 
count  are  always  feeding  your  ego.  You 
always  get  praised  by  the  Chamber  of 
Commerce,  the  Young  Presidents'  Orga- 
nization and  by  the  trade  association. 
There's  a  sufficient  number  of  those  hap- 
penings to  assuage  your  ego  to  distrac- 
tion." He  says  the  accolades  that  count 
are  the  ones  that  come  from  your  family, 
your  prime  shareholders,  your  board  and 
your  biggest  customers. 

Here  Casey  speaks  from  experience. 
He  confesses  that  personal  problems — he 
was  recently  divorced — have  caused  him 
to  lose  touch  with  the  people  who  count. 
He  feels  that  you  have  to  have  a  tough 
constitution  to  be  a  chief  executive.  In 
fact,  this  may  be  among  the  top  five 
qualities  that  a  board  looks  for  in  a  CEO. 
"Sooner  or  later  everyone  is  going  to  get 
knocked  down,  but  the  guy  who  gets  up 
again  will  be  the  one  that  they'll  want." 

Cetting  up  again,  in  his  case,  would 
mean  becoming  a  CEO  again,  wouldn't 
it?  It  would  mean  getting  out  of  touch 
again  and  losing  some  of  that  precious 
leisure.  Casey  ponders  the  question.  His 
answer  is  that  he  might  like  to  be  CEO  of 
a  smaller  outfit,  one  where  he  wouldn't 
be  as  insulated  as  he  was  at  multibillion- 
dollar  Pullman.  In  his  words:  "Where  I 
wouldn't  have  scores  of  people  relying  on 
my  decision  in  order  to  put  something 
into  action."— Linda  Gasparello 

Reuben  Gutoff: 
a  missing  ingredient 

euben  Gutoff  is  a  man  who  just 
Iv  can't  sit  still.  He  drums  his  fin- 

gers,  shifts  around  in  his  chair,  at 
times  draping  his  legs  over  the  armrest, 
rocking  them  back  and  forth.  This  guy  is 
rarin'  to  go. 

But  where?  At  52,  Gutoff 's  aggressive, 
impatient  management  style  already  has 
gotten  him  bounced  from  top-flight  jobs 
at  two  multibillion-dollar  corporations. 
First,  there  was  General  Electric  Co., 
where  this  Bronx  boy  went  to  work  fresh 
out  of  Columbia  University.  In  28 
years — winning  promotions  every  two  to 


Reuben  Gutoff ,  formerly  of  Standard  Brands 
"All  things  ripen  at  a  slow  rate.  That's  the  thing  I'm  having  prob 
being  patient.  But  I  see  it,  and  I'm  working  on  it." 


three  years  on  average — Gutoff  scram- 
bled up  the  ladder  until  he  became  senior 
vice  president  in  charge  of  strategic  plan- 
ning. Then  a  falling  out  with  Chairman 
Reginald  H.  Jones,  led  to  the  ax  in  1976. 

An  18-month  stint  as  the  $336,250 
(salary  and  benefits)  president  of  Stan- 
dard Brands  Inc.  followed.  But  once  again 
when  his  co-rule  with  Chairman  F.  Ross 
Johnson  hit  the  skids,  it  was  time  for 
Gutoff  to  go. 

Now  he  is  running  something  he  calls 
Strategy  Associates,  Inc.  Why  the  shift 
to  consultant,  a  title  that  Gutoff  doesn't 
like?  "The  strategic-planning  field  is 
chock-full  of  people  who  know  all  about 
theory  but  haven't  actually  taken  a  hand 
in  day-to-day  operations,"  he  says  from 
the  Park  Avenue  corner  office  Standard 
Brands  let  him  use  until  he  moves  into 
his  new  quarters.  "My  experience  links 
the  two  up.  Also,  when  I  started  to  think 
about  getting  another  job  I  realized  that  I 
don't  exactly  bring  to  the  party  the  tradi- 
tional tickets  of  a  top  executive." 

He  doesn't  want  to  be  a  traditional 
consultant  either.  "That's  a  guy  who  usu- 
ally gets  a  bunch  of  bright  young  Harvard 
M.B.A.  chickens  to  go  charging  through 
the  client's  office  putting  on  a  full-court 
press,"  he  goes  on.  I  just  want  to  work 
with  the  CEO  and  his  head  planner,  offer 
more  of  a  personal  service." 

Gutoff  claims  some  company  would 
have  to  make  him  an  offer  he  couldn't 
refuse  before  he'd  get  back  on  the  corpo- 
rate treadmill  again.  "I'm  spoiled  by  hav- 
ing worked  at  GE,"  he  says.  "I'm  not 
going  to  be  stimulated  enough  under  nor- 
mal circumstances  just  working  at  one 
place.  I'd  build  up  an  incredible  amount 


of  frustration  because  thing 
move  so  fast."  And  yes,  he 
admits  that  it  was  "frustratin 
at  Standard  Brands. 

But  there  are  things  abou 
executive  Gutoff  misses.  In  fa 
he  almost  sounds  wistful,  if  tl 
ble:  "I  liked  the  constant  i 
People  came  to  me:  Approve  tJ 
to  a  meeting,  see  a  plant,  coi 
acquisition,  devise  a  marketin 
will  knock  the  socks  off  the  co 

"My  new  work  is  more  epis 
haven't  developed  the  rhythm 
It's  a  bit  like  flying  a  jet  plane 
There  may  be  long  hours  ol 
crossing  the  Atlantic  sandw 
tween  a  few  moments  of  terroi 
ration  when  you  focus  all  youi 
on  putting  the  plane  down  or  t 

Losing  the  trappings  of  powe 
apparently  hasn't  fazed  him. 
nonsense,"  he  insists.  "Sure 
the  corporate  limo,  the  jet,  all 
ing.  They  sort  of  handle  you 
cious  egg.  But  it  doesn't  make 
any  better  at  night." 

Whatever  he  ends  up  doing, 
ognizes  that  first  he  must  co 
impatience  that  has  marked 
marred,  his  career.  Says  he: 
ripen  at  a  slow  rate.  That's  the 
having  problems  with,  being  p£ 
I  see  it,  and  I'm  working  on  it 

Even  at  52,  that's  one  valuafc 
for  a  man  who  has  spent  so 
running  that  he  has  never  re 
himself  the  chance  to  slow  da 
can  follow  up  on  that  insight 
still  wants  to  be  a  CEO,  he  ma| 
one  yet. — Thomas Jaffe 
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Can  self-insurance  improve 
your  company's  cash  flow? 
\four  James  Account  Executive 
will  find  out  for  you-fast. 


-insurance  isn't  for  everyone, 
ames  Account  Executive  can 
supdoms  it  if  it's  right  for  you. .  .by  having 
xposures  analyzed  by  James' 
ial  team  of  self-insurance 
lists. 

n  extensive  experience  in  the 
and  administration  of  self- 
ce  programs— for  companies 


5 


descriptions— the  James 
al  team  can  tell  you  if  an 
th  feasibility  study  makes 
for  an  operation  of  your 
nd  size. 


To  take  advantage  of  this 
no-obligation  offer,  contact  your  local 
James  Account  Executive.  Or  write 
Reynolds  Blossom,  Vice  President, 
Fred.  S.  James  &  Co.,  230  W.  Monroe 
Street,  Chicago,  Illinois  60606. 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


Past  profits  are  history;  what  will  major  U.S. 
companies  make  in  1980?  Here's  what  Wall 
Street  analysts  say  about  461  companies. 


Fearless  forecast 
revisited: 
Once  more 
into  the  breach 


Statistical  Spotlight 


Just  a  yeah  ago  (Nov.  13,  1978),  Forbes  print- 
ed a  lengthy  list  of  companies — 410  of  them, 
to  be  exact — together  with  analysts'  forecasts 
of  how  their  earnings  would  move  in  1979. 
The  data  was  provided  by  the  excellent  Institutional  Brokers  Estimate  System,  which  is 
a  service  of  the  New  York  Stock  Exchange  firm  of  Lynch,  Jones  &  Ryan.  The  companies 
on  the  list  were  divided  into  four  groups:  Rising  Stars,  companies  whose  earnings  the 
analysts  on  average  expected  to  rise  by  more  than  25%  in  1979;  Big  Stars,  meaning  the 
Dow  Jones  industrials  whose  average  market  performance  the  investment  pros  like  to 
beat;  Falling  Stars,  companies  that  were  expected  to  show  lower  earnings  in  1979;  and 
Overlooked  Stars,  whose  predicted  earnings  for  1979  would — if  they  lived  up  to  expecta- 
tions— have  given  them  ridiculously  low  price/earnings  ratios. 

As  was  certainly  to  be  expected,  many  of  those  estimates  will  prove  to  be  badly  off 
when  the  real  earnings  figures  finally  become  available  after  the  end  of  1979.  Rising  Star 
Pittston,  for  example,  will  probably  earn  around  $1.90  a  share  instead  of  the  predicted 
$2.84,  largely  because  of  coal  and  rail  strikes  that  clobbered  the  coal  producers.  Rising 
Star  Marriott,  by  contrast,  looks  to  be  right  on  target,  with  earnings  now  estimated  at 
$1.80,  compared  with  the  predicted  $1.75.  And  some  Falling  Stars  appear  likely  to  fall 
even  further  than  the  analysts  predicted:  Pan  Am,  for  example,  is  now  expected  to  earn 
less  than  $1,  vs.  last  year's  estimate  of  $1.44  and  actual  1978  earnings  of  $2.31. 

Here  is  a  new  list  of  analysts'  predictions  for  461  companies  in  1980,  divided  into  the 
same  four  groups.  As  was  the  case  with  last  year's  list,  the  estimates  are  based  not  on  the 
predictions  of  any  one  analyst  but  on  the  average  of  the  group  of  analysts  following  the 
stock,  a  group  that  might  include  as  few  as  3  or  as  many  as  30.  Because  the  opinions  of 
the  analysts  often  vary  widely,  the  variation  in  the  range  of  their  estimates  is  shown  in 
the  last  column. 


Rising  stars 


Companies  for  which  Wall  Street  predicts  at  least  25%  growth  in  earnings  per  share  in  1980  above  1979. 
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We're  going  to  sea 
for  plywood. 

To  make  plywood,  you  need  some 
things  that  aren't  found  in  the  forest. 
That's  why  Georgia-Pacific  is  drilling  deep 
at  sea,  and  at  dozens  of  land  locations. 

We're  looking  for  natural  gas.  And 
we're  turning  it  into  a  whole  chain  of  chem- 
icals. The  kind  we  need  to  make  the 
resins  that  hold  our  plywood  together. 

It's  a  pretty  smart  way  to  grow. 
Especially  considering  the  amount  of 
resins  we  consume  — over  550  million 
pounds  every  year.  Not  only  for  plywood. 
But  particleboard,  hardboard  and  many 
other  building  materials. 

And  since  we  built  our  plants  to 
world  scale,  we've  also  become  a  major 
competitor  in  the  chemical  industry. 

The  same  kind  of  thinking  has  led 
us  to  produce  the  chemicals  we  need  for 
our  pulp  and  paper  operations  by  taking 
advantage  of  our  huge  deposits  of  salt. 

It's  the  simplest  kind  of  vertical 
integration.  And  while  it's  not  common  in 
the  forest  products  industry,  it's  one  of 
the  ways  our  growth  will  continue. 

Because  at  Georgia-Pacific,  we 
learned  a  long  time  ago  that  to  profit  from 
what  flourishes  above  the  ground,  we 
must  take  full  advantage  of  what  lies  deep 
beneath  it. 


GeorgiaFfccific  ^ 

The  Growth  Company 


For  more  information,  write  "Chemicals"  c/o  Director  Financial 
Communications,  Dept.  F  11.  900  S.W.  5th  Ave.,  Portland,  OR  97204. 
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*For  fiscal  years  ending  June  through  May  of  the  following  year, 
lower  the  percentage,  the  greater  the  agreement  among  analysts. 
Source:  Institutional  Brokers  Estimate  System,  lynch  Jones  &  Ryan 
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FORBES,  NOVEN 


Falling  stars 


The  analysts  believe  that  these  118  companies  will  have  lower  earnings  in  1980  than  in  1979. 
Escalating  fuel  costs  have  landed  airlines  on  the  top  of  the  list. 
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5.15 

13.62 

National  Gypsum 

22 

Dec 

3.56 

A  AC\ 

4.49 

3.50 

-22.05 

6.68 

3.73 

Aluminum  Co  Amer 

58 

Dec 

8.66 

12.19 

9.69 

— 2U.51 

/    1  A 

6. 14 

7.70 

Western  Air  Lines 

10  'A 

Dec 

2.15 

1.77 

1.41 

— 2U.38 

~J  A  A 

/.44 

34. 1 1 

US  Air 

8'/s 

Dec 

1.99 

1.55 

1.24 

-20.18 

6.66 

18.26 

Pan  Am  World  Airways 

6% 

Dec 

1.52 

1.00 

0.81 

-18.74 

18.32 

30.06 

Reynolds  Metals 

36% 

Dec 

5.40 

8.12 

6.64 

-18.19 

5.67 

10.65 

Bethlehem  Steel 

24s/8 

Dec 

5.15 

6.43 

5.27 

-18.10 

4.81 

4.93 

Amerada  Hess 

44'/i 

Dec 

3.42 

9.71 

7.97 

-17.94 

5.54 

7.26 

ASARCO 

27V2 

Dec 

1.69 

6.33 

5.23 

-17.37 

5.42 

8.83 

National  Steel 

34% 

Dec 

5.85 

6.58 

5.46 

-16.98 

6.36 

4.99 

American  Motors 

BVi 

Sept 

0.80 

2.34 

1.95 

-16.64 

4.10 

4.87 

*For  fiscal  years  ending  June  through  May  of  the  following  year 
lower  the  percentage,  the  greater  the  agreement  among  analysts. 
Source:  Institutional  Brokers  Estimate  System:  Lynch  Jones  &  Ryan. 


tSee  source    tPercentage  range  around  the  average  in  which  two-thirds  of  analysts  estimil 


That's  a  Butler  building?" 


Ves-i  that  is  a  Butler  building. 

in  fact.  \ou  probably  see 
;ufuk;Butler  buildings  all  the 
ariic  and  don't  knou  it. 

Bcc.iuse  Butler  buildings 
offet  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building, 


Yet.  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction, 
\   To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397.  BMA  Tower, 
Kansas  City,  Mo.  64141. 


^BUTLER^ 


Wake  to  the  spirit  of  Hyatt.  And . 
how  it  will  open  your  eyes!  Because 
you've  risen  to  a  tempo  that's  fresh  as 
sunshine,  sparkling  with  greenery,  and 
beaming  with  service,  truly  second 
to  none. 

Let  us  show  you  a  touch  of  Hyatt. 
And  you'll  know  why  it  outshines 
them  all. 

Call  800  228  9000 
or  your  travel  agent 
for  the  spirit  of  Hyatt.  Worldwide. 


in  1970 


CAPTURE  THE  SPIRIT 
HYATT0HOTELS 


Falling  stars 


P/E 


Pert  I 
vana  I 


Fiscal 

 Earnings  per  share- 

Decrease 

based 

can 

Recent 

year 

IBESt  estimates 

r.(  t  ocn 

OI  IVoU 

on 

estinl 

Company 

price 

ends 

1978* 

1979* 

1980* 

over  1979 

1980 

1979  | 

1  irl/  F  fi 1 1  mm  f»n  t- 
V^ldTK  CLjUipiIICIll 

^ryj  /4 

Dec 

it  jC  no 

«    7  7C  I 

$     f  .  1  D  \ 

.  A  <i7 

-15.27% 

6.32 

6.33% 

pa  rrAR 

fin3/* 

\J\J  /4 

Dec 

1U.D  1 

1  3  0,9 

1 1  .uo 

-14.90 

5.44 

7.93 

DOlg- VVarut-I  v-Uip 

•DO  /4 

Dec 

/"  T  /l 

6.24 

6.68 

5.71 

-14.47 

6.52 

3.67 

Shapell  Inds 

37Vu 

O  /  /» 

8.35 

8.02 

6.90 

—1  3  97 

5  60 

9  89 

Cummins  Engine 

34% 

Dec 

7.62 

6.23 

5.40 

-13.31 

6.39 

11.58 

iNt.  winum  iviiiniig 

3  1  Vi 

O  1  /4 

Dec 

1  TQ 
l.ZO 

5.47 

4  7S 

—13.12 

6.78 

9. 16 

Tn  1  on  ri  Q  tf***!  (  ^ r\ 
illUUiU  CHCC!  V~,ci 

35% 

Dec 

7  /C  1 
/  .Ol 

7  53 

U.JJ 

-13.00 

5.46 

5.82 

Pnnp  Tilnnt 
JTUpC  CX  LaiUxJl. 

37 

Dec 

c  /cn 
3.oU 

6.17 

5.38 

-12.91 

6.67 

1 1.85 

T^oicpi*  Alum  A  Pnpm 
Ivdl&cl                CX  v^iiciii 

20% 

Dec 

3.58 

4.82 

4.21 

-12.54 

5.19 

5.17 

General  Motors 

63 'A 

Dec 

12.24 

10.86 

9.50 

-12.49 

6.70 

8.75 

V^cIdliCoc 

47V4 

/.61 

8  73 

0.  /  0 

-12.25 

6.10 

6.41 

lnicriiaiicuidi  ridivcbici 

/4 

Ort 

0. 14 

9.77 

8.60 

-1 1.93 

4.72 

9.44 

A  fTYl  CC\ 

/\riiicL> 

96Va 

Dpr 

1 

/I  o  0 

4.94 

4.35 

-1 1.88 

6.26 

6.42 

Fir^cfnnp  Titp 
rn  calcine  i  ii  c 

10 

Oct 

1.25 

1.78 

1.57 

-1 1.79 

6.46 

17.21 

Southwest  Forest  Inds 

20% 

Dec 

2.59 

3.02 

2.69 

-10.83 

7.95 

6.85 

19 

Dec 

3.36 

3.01 

-10.20 

6.51 

2.52 

Eaton 

29  Vs 

Dec 

/I  1A 

5.65 

5  09 

-9.99 

5.70 

1.18 

Pi  ill  man 

ST  Ullllldll 

4Ql/4 

Dec 

f  01 
D.OO 

8.10 

7.30 

-9.84 

5.68 

1 1.46 

Pnumninn  Tntl 

.    1  l.liliJ'H  HI  111  I  ' 

26  Vi 

Dec 

3.65 

4.35 

3.93 

-9.64 

6.81 

8.42 

Phelps  Dodge 

29  Vi 

Dec 

1.16 

4.33 

3.93 

-9.16 

7.70 

10.88 

Qt{jn^n  \/n  f 

O  LdlldCI  y  11c 

99Vi 

Dec 

3  /CO 

4.63 

4.21 

-9.14 

6.83 

2.23 

V.LIILIU'  OCiyd 

Aug 

1  O/i 

1  .y4 

2.37 

2.16 

-9.05 

5.67 

4.56 

Rohm 

r\  v  iinii  L_\  i  idao 

46% 

Dec 

4.4y 

6.55 

5.96 

-8.97 

7.78 

7.92 

T  TMl"  Rpooiitppq 

Cv  1  >  V  .  1\ C  3U  U I 

24 '/s 

^^ar 

3.46 

3.06 

2.79 

-8.94 

8.96 

27.53 

General  Tire  &  Rubber 

23 '/4 

Nov 

4.97 

4.38 

4.00 

-8.70 

5.81 

14.92 

ISA  a  orm  i  t  p 

IVldoCUH  LC 

28 

/\ug 

Z. /A 

3  38 
0.00 

3  no 

0.U7 

—8.63 

9.39 

3.12 

Ri  1  pvn  l  Q-F  ri  p 

UULyl  U  o         1 C 

19 

Dec 

2.66 

9 

9  38 

—8.62 

7  99 

4.06 

Alio 

Sent 

/i  on 
4.8U 

5.32 

4.87 

—8  46 

4  49 

0.94 

T  TS  FiHplitv  Pnarantv 

WO  FlUClIiy  CX  VjUdldlliy 

OO  /4 

7.75 

8.09 

7.42 

—8  30 

5  90 

4. 12 

Weyerhaeuser 

34% 

Dec 

3'l8 

3.90 

3.58 

-8.29 

9.58 

7.19 

Tn  t prn  ;)  ti  on  a  1  Pdnpr 

III  LCI  lid  llCllldl  1  dUCI 

49 

Dpr 

/l  Ovl 

4.y4 

£  33 

5  81 

—8  9^ 

7.31 

3  76 

Ri  l  rl  i  n  crtnn  Mnrr  h  prn 

UL11  llllglCIll  I^lUILllClll 

S9'A 

nPr 

8.52 

10.92 

10.03 

8  10 

0. 1  u 

S  04 

1 1.67 

Prp'ir  Mnrtnprn  Mplrnnc;] 
vjlCdl  l>icrl  lilclll  1  iCKUUSo 

OU  /» 

/i  ii 

5.75 

5.29 

8  07 

7  14 

'  .It 

9  31 

T~f  prnilps 

22 

Dec 

2.36 

3.22 

2.96 

-7.99 

7.43 

8.06 

Union  Carbide 

43 '/« 

Dec 

6.09 

7.42 

6.82 

-7.96 

6.37 

6.05 

T  rmician^a  Pafirip 

H  l  LI  I  >  1  <_i  1  Ki    1  ti  C  L 1  1  C 

9S 

Z.BZ 

3.22 

9  97 

7  86 
—  /  .ou 

8  S9 

O.J7 

1 0  49 

Rnisp  Cssriidp 

391/2 

Dec 

c  no 

0. 1 1 

-7.62 

6.95 

4.83 

Potlatch 

38 1/4 

Dec 

4.0D 

5.07 

4.69 

-7.45 

8.13 

7.17 

f~"i  1" v  TnvpQti  n  (t 

c .  Ivy  111  V  ill 

19 

Dec 

3.07 

3.00 

2.78 

-7.33 

6.84 

16.24 

British  Petroleum 

30% 

Dec 

2.34 

4.74 

4.42 

-6.82 

7.08 

19.56 

Prnwn  *7pI  lpi*H;ipn 

42% 

l— 'Cl- 

4.39 

^  1  7 

•J.LI 

4  83 

OO 

8  90 

4.32 

On  i  n  C^tx  qi  l  a  I  rv 

Vvlll  C  v^ajUdl  l  y 

37% 

Dec 

C  Q  7 

5.8/ 

(\    1  1 

79 

—6.42 

6.64 

6.1 1 

Kpmnpr 

351/2 

Dec 

7  nc 

7.95 

8.34 

7.82 

—6  9  3 

4  73 

*+.  /  <D 

4.23 

Kpnnprntt"  Pnnnpr 

1\L1111L<L\J  1 1  ^.C*LIL»C1 

28% 

Dec 

0.15 

3.39 

3.18 

—6  1  3 

12. 19 

Akzona 

14% 

Dec 

1.69 

1.80 

1.69 

-5.96 

9.08 

3.83 

T)o\A/  Pnpmirol 

l—SKJ  VV  V^llclllICdl 

39% 

/4 

Dpr 

3.16 

3  on 

J.7U 

3  f<7 

S  7^ 

a  ao 

0.07 

S  S7 

O.J  / 

RF  C^nnnripn 

Ul    VJ  k  'Cvil  1  CI  1 

2P/4 

1>CI- 

4.39 

4  A1; 

4  30 

— j.jj 

S  16 

0.10 

S  00 

St  Rppi*;  P^npr 

34 

Dec 

2  CM 

o.y4 

4.87 

4.60 

^  ^3 

— O.JO 

7  4S 

/  .HO 

3  94 

O  .  7t 

GEICO 

12% 

Dec 

1.74 

1.80 

1.70 

—5.43 

6  76 

CI.  /  CI 

22.65 

EI  Du  Pont  de  Nemours 

42  Vs 

Dec 

5.39 

5.87 

5.55 

-5.40 

7.86 

3.68 

Nortnwpst  Airlinp<; 

1  'I  Ul  11 1  w  col  /  ill  llllco 

3nv-> 

OU  /I 

Dpr 

2.86 

&  7  A 

5  33 
— 0.00 

6  80 

O.OU 

7  69 

Rnicfi  \A/pllman 

U1USU  VVCllllldli 

99 

L/CC 

2.13 

O.U3 

9  ftO 

— 

7  61 

9  90 
—  — 

Continpnt^l 

C-UllllllClllal 

Dpr 
i_yci~ 

C  /*/! 

5.66 

5.35 

5.08 

^  OS 

S  19 

6  48 

SAFECO 

(=>  34 

6.24 

5.93 

_4  03 

6  38 

4  7S 

Mead 

27 '% 

Dec 

4.41 

5.08 

4.84 

-4.87 

5.69 

2.98 

Olin 

20 

Dec 

2.55 

2.95 

2.81 

-4.84 

7.26 

8.42 

Union  Camp 

48% 

Dec 

5.25 

6.09 

5.80 

-4.76 

8.38 

2.83 

Libbey-Owens-Ford 

28% 

Dec 

4.96 

4.74 

4.55 

-3.96 

6.18 

7.96 

Seaboard  Coast  Line 

28% 

Dec 

4.64 

6.67 

6.41 

^3.87 

4.56 

6.55 

US  Steel 

23% 

Dec 

2.85 

4.31 

4.14 

^.86 

5.88 

9.72 

*For  fiscal  years  ending  June  through  May  of  the  following  year, 
lower  the  percentage,  the  greater  the  agreement  among  analysts. 
Source.  Institutional  Brokers  Estimate  System;  fyncb  Jones  &  Ryan. 


tSee  source.    tPercentage  range  around  the  average  in  which  two-thirds  of  analysts  estimal 
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FORBES,  NOVEMB 


Still  another  subsidiary  is  participating 
in  the  development  of  a  significant  gas- 
condensate  discovery  in  Texas  state 
waters  near  Corpus  Christi. 

And  these  interests  are  beginning  to 
pay  off  as  our  energy  reserves  of  both 
oil  and  gas  continue  to  increase. 

NICOR  continues  expansion  and 
growth  in  other  energy  areas  as  well. 
Like  natural  gas  distribution;  coal 
leasing,  mining  and  gasification; 

contract  drilling  for  oil  and  gas 
operators;  marine  transportation 
and  repair;  and  other  mineral 
exploration.  That's  why  we're 
known  as  "The  Basic  Energy 
Company." 


0 


NICOR 

The  Basic  Energy  Company 


Falling  stars 


P/E 


Percl 


Fiscal 

 Earnings  per  sharc- 

Decrease 

based 

car 

Recent 

year 

IBESt  estimates 

01  1  you 

on 

estiil 

Company 

price 

ends 

1978* 

1979* 

1980* 

over  1979 

1980 

1979  1 

Armstrong  C_,ork. 

1  /  /2 

$2.54 

$2.45 

-3.77% 

7.26 

4  18°/J 

rianirriLiriiiii  rdpci 

.Z.Z,  /8 

Dec 

O.OD 

4.00 

3.85 

-3.67 

5.78 

6.28  1 

ouuincrn  x  tiLiiiL 

Dec 

A  1  1 
4.0  1 

5.79 

5.58 

^3.61 

6.45 

8.15 

V^UllbOllUcllCU  fid£lllWciy3 

Dec 

4.75 

5.08 

4.90 

-3.57 

5.18 

4.04 

Southern  Calif  Edison 

25% 

Dec 

3.52 

4.38 

4.22 

-^3.54 

6.10 

3.85 

f^naural  Qrarp-C  r^oc 
V^LIdo  Ldl  JldLCS  vido 

27% 

Dec 

1  77 

JLJ  f 

4.37 

4.22 

-3.49 

6.75 

4.82 

rrvj  iiiu**> 

33% 

Dec 

^  74 

3.  f  c* 

6.08 

5.87 

-3.45 

5.71 

5.38 

L«inc 

241/2 

Dec 

A   1  1 

4.29 

4.15 

-3.32 

6.02 

1.93 

427s 

Dec 

7.39 

7.35 

7.11 

-3.27 

6.08 

4.92 

Fieldcrest  Mills 

28% 

Dec 

6.07 

6.42 

6.23 

-2.91 

4.55 

3.94 

Tn  trf»rQoI  1  _  R  ann 

11 1        1  DUII  IXdllU 

58 

Dec 

7.15 

6.95 

-2.75 

8.22 

2.59 

r"~n  rcci  f»  ^vctpm 

28% 

Dec 

O.J7 

5.53 

5.41 

-2.14 

5.15 

3.70 

Willamette  Tnds 

38% 

Dec 

A  OA 

4.38 

4.28 

-2.10 

8.58 

4.65 

Af*triQ  T  iff1  r^aciialfv 

33% 

Dec 

6.39 

6.67 

6.53 

-2.09 

5.19 

5.09 

Crum  &  Forster 

55 

Dec 

9.12 

9.95 

9.75 

-2.06 

6.00 

2.76 

FnpelharH  Minerals  &  (""hems 

i-il  1 K 1 11  Id  I  V.1  ivixncidlo  t,X  \^ll  t  lllo 

47% 

Dec 

7.36 

7.20 

-2.05 

6.66 

20.17 

("'nminp  Olass  \A/ot"ks 

v  i  <  i  1  1 1  i  il,  * — I  lajj    v  v    1 1  r\  .i 

62 'A 

Dec 

^  GO 

J.07 

6.94 

6.80 

-2.04 

9.31 

5.23  1 

i vie li u  uuiuw yn-ivitiyci 

18% 

Ant* 

1  Al 
1 .0 1 

2.09 

2.04 

-1.97 

9.42 

9. 10 

Rraniff  Tntl 
i '  i  ,111111  in  ii 

10% 

Dec 

2.26 

1.79 

1.75 

-1.96 

5.99 

19.90 

Pabst  Brewing 

14 

Dec 

1.29 

1.36 

1.33 

-1.88 

10.40 

11.20 


i  a  tpmi  1 1  a  r  TV  apt  Mr 

54% 

Dec 

A  ^A 

7.1 1 

6.98 

-1.88 

7.83 

3.70 

Tnni  an  anol  i  q  Pn\A/er  Xi  T  ltrnt 

22% 

Dec 

Z.oU 

3.32 

3.26 

-1.88 

6.93 

3. 12 

T  nnp  Qtar  InriQ 

26  'A 

Dec 

4.60 

4.52 

-1.85 

5.75 

6.46 

IU  Intl 

I4l/a 

Dec 

0.30 

1.85 

1.82 

-1.80 

8.12 

3.82 

Monsanto 

6OV4 

Dec 

8.21 

9.17 

9.02 

-1.65 

6.60 

6.96 

T  nitisiana  T  ann  Xi  F vn  1 

471/3 

Dec 

Z.04 

4.16 

4.09 

-1.52 

1 1.48 

6.60 

N"  or  ton 

32 

Dec 

0. 

4.80 

4.73 

-1.46 

6.90 

8.62 

\A/ i  si  in  si  n  Piinlip  Sprvirp 

17% 

Dec 

2.53 

2.72 

2.69 

-1.22 

6.59 

4.14 

Texasgulf 

31% 

Dec 

1.33 

3.13 

3.09 

-1.20 

10.32 

13.86 

Pentair 

17% 

Dec 

3.12 

3.98 

3.94 

-1.09 

4.47 

2.94 

npnfra  1  Port  1  ann 

vJClltlal  1  vJl  LldllU 

15% 

Dec 

TCI 

3.02 

3.00 

-0.83 

5.37 

12.77 

TVavp  1  pre 

lldv  V.  !  *_  I  o 

3  7 'A 

Dec 

8.29 

8.38 

8.32 

—0.72 

4  55 

5. 10 

Texaco 

31% 

Dec 

3.14 

4.91 

4.88 

-0.64 

6.35 

6.24 

Ferro 

24% 

Dec 

3.67 

3.81 

3.79 

-0.64 

6.37 

3.84 

Bendix 

42 '/2 

Sept 

5.74 

7.16 

7.12 

-0.51 

6.18 

1.69 

St  foe  Minerals 

31% 

Dec 

1.95 

3.95 

3.93 

-0.48 

8.47 

13.48 

Amcord 

32 

Dec 

3.19 

3.80 

3.79 

-0.42 

8.58 

4.28 

Rockwell  Intl 

45% 

Sept 

5.29 

6.82 

6.81 

-0.22 

6.81 

7.97 

Overlooked  stars 


Unless  the  price  of  these  securities  rises  or  their  estimated  earnings  don't 
come  through,  these  following  stocks  are  on  the  bargain  counter. 


P/E 


Company 


Fiscal 

 Earnings  per  share- 

Increase 

based 

Recent 

year 

IBESt  estimates 

of  1980 

on 

price 

ends 

1978* 

1979* 

1980* 

over  1979 

1980 

8% 

Jan 

$2.24 

$2.33  $ 

2.82 

20.89% 

3.06 

19% 

Dec 

5.65 

5.74 

6.29 

9.53 

3.10 

16% 

Jan 

4.00 

4.39 

4.93 

12.44 

3.45 

11% 

Dec 

2.07 

2.62 

3.09 

17.62 

3.64 

13 

Jan 

2.57 

2.91 

3.55 

21.88 

3.77 

Perce 
vanatl 

estira 
1979 


Gap  Stores 

Mernorex 

Stop  &  Shop  Cos 

American  Family 

Zayre 


9.18% 

5.13 
4.20 
4.53 
6.78 


*For  fiscal  years  ending  June  through  May  of  the  following  year, 
lower  the  percentage,  the  greater  the  agreement  among  analysts. 
Source:  Institutional  Brokers  Estimate  System,  lynch  Jones  &  Ryan 


tSee  source    tPercentage  range  around  the  average  in  which  two-thirds  of  analysts  estimi 


262 


Guess  how  many  people  on  this  page 
will  work  beyond  normal  retirement. 


bur  estimate  is  probably  too  low.  Unless  you've  seen 
nt  study,  American  Attitudes  Toward  Retirement  and 
is. 

his  research,  commissioned  by  Johnson  &  Higgins 
ducted  by  Louis  Harris  and  Associates,  reached 
es  at  212  leading  companies  as  well  as  1,699  current 
ees  and  retirees. 

ur  findings  call  into  serious  question  many  currently 
sumptions.  For  instance,  many  past  reports  suggest 
y  10%  to  25%  of  the  work  force  intends  to  stay  on. 


jjsofanah*' 


FORES 


Harris  finds  that  51%  intend  to  stay  at  work,  full  or  part  time. 

Furthermore,  though  executives  think  guaranteed 
income  and  vesting  are  the  most  important  things  in  pension 
plans,  employees  don't  think  so. 

The  wealth  of  reliable  information  in  this  study  can  help 
you  shape  employee  pension  programs  to  cope  with  changing 
conditions  and  attitudes. 

You  are  invited  to  review  both  the  Harris  study  and 
two  newly  developed  J&H  pension  planning  analytical  tools 
(BAI  and  GAIN)-  Simply  call  any  J&H  office. 

Benelit  Adequacy  Index  and  Genera!  Adjustment  tor  Inflation 


Johnson  Higgins 

The  Private  Insurance  Broker/ Benefit  Consultant.  We  answer  only  to  you. 

EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING;  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


Overlooked  stars 


P/E 


Percenl 
variatiq 


Fiscal 

 Earnings  per  share- 

Increase 

based 

carniil 

Recent 

year 

BESt  estimates 

of  1980 

Company 

price 

ends 

1978* 

1979* 

1980* 

over  1979 

1980 

1979 

Sea  Containers 

17Vi 

Dec 

$  3.48 

$  3.72  5 

4.70 

26.31% 

3.85 

10.84% 

US  Home 

14 

Dec 

2.72 

3.64 

3.64 

0.16 

3.95 

2.71 

Dorscy 

17'/4 

Dec 

2.39 

3.65 

4.35 

19.11 

4.05 

9.16 

Palm  Rp^rh 

1 8  '.4 

Dec 

3.72 

4.20 

4.46 

6.12 

4.06 

2.94 

Maryland  Natl 

17 'A 

Dec 

3.03 

3.79 

4.22 

11.33 

4.09 

0.66 

Ampriran  Motors 

8% 

Sept 

0.80 

2.34 

1.95 

-16.64 

4.10 

4.87 

C^iddinps  &i  I  pwis 

22  Vi 

Dec 

3.74 

5.01 

5.45 

8.78 

4.13 

5.41 

Charter  NY 

35% 

Dec 

6.27 

7.72 

8.67 

12.30 

4.14 

2.45 

Norlin 

23  Vi 

Dec 

4.91 

4.84 

5.70 

17.67 

4.14 

7.27 

Cluett  Peabody 

97a 

Dec 

1.91 

1.89 

2.37 

25.17 

4.17 

4.43 

1  11     i  UlllldllOull 

23% 

Dec 

5. 13 

5.17 

5.96 

15.17 

4.19 

2.88 

Ovprnitp  TYa n snorts t ion 

23 

Dec 

4.91 

5.31 

8.05 

4.28 

4.31 

Philadelphia  Natl 

30% 

Dec 

5.75 

7.05 

7.13 

1.18 

4.31 

1 1.26 

Golden  West  Finl 

14i/2 

Dec 

2.99 

3.04 

3.54 

16.48 

4.31 

7.94 

Finl  Corp  Santa  Barbara 

17 

Dec 

3.52 

3.37 

3.84 

13.90 

4.46 

8.47 

Pentair 

17!/4 

Dec 

3.12 

3.98 

3.94 

-1.09 

4.47 

2.94 

Bankers  Trust  NY 

43  % 

Dec 

6.47 

8.78 

10.08 

14.77 

4.49 

8.03 

Chemical  New  York 

39  Vb 

Dec 

6.96 

7.87 

8.71 

10.75 

4.49 

3.19 

Xtra 

23 

Sept 

4.80 

5.32 

4.87 

-8.46 

4.49 

0.94 

Chase  Manhattan 

40  Va 

Dec 

5.09 

8.00 

9.15 

14.43 

4.52 

6.83 

LTV 

8% 

Dec 

1.49 

2.67 

1.99 

-25.70 

4.53 

29.18 

Travelers 

37'/2 

Dec 

8.29 

8.38 

8.32 

-0.72 

4.55 

5.10 

JP  Stevens 

14Vi 

Oct 

2.71 

3.16 

3.19 

0.84 

455 

4.38 

Fieldcrest  Mills 

28  % 

Dec 

6.07 

6.42 

6.23 

-2.91 

4.55 

3.94 

Seaboard  Coast  Line 

28% 

Dec 

4.64 

6.67 

6.41 

-3.87 

4.56 

6.55 

First  Natl  Boston 

33  Vi 

Dec 

5.1 1 

6.62 

7.23 

9.24 

4.58 

2.74 

Sintzer 

11% 

Dec 

3.19 

2.39 

2.55 

6.87 

4.61 

7.01 

Wells  Fargo 

29 

Dec 

5.16 

5.75 

6.35 

10.30 

4.61 

1.67 

Tiger  Intl 

23% 

Dec 

3.68 

4.17 

4.94 

18.43 

4.61 

12.41 

Shaklee 

16% 

Sept 

2.95 

3.35 

3.65 

8.96 

4.62 

1.22 

Nashua 

28  Vi 

Dec 

4.90 

5.55 

6.35 

14.48 

4.63 

5.84 

Crocker  Natl 

31% 

Dec 

5.31 

6.48 

6.75 

4.07 

4.63 

13.08 

Flagship  Banks 

13J/4 

Dec 

1.74 

2.67 

2.91 

9.08 

4.64 

2.84 

Blue  Bell 

25% 

Sept 

4.28 

5.13 

5.60 

9.14 

4.64 

2.27 

Harris  Bankcorp 

28% 

Dec 

4.78 

5.52 

6.18 

11.86 

4.65 

0.77 

Cone  Mills 

31% 

Dec 

6.22 

6.85 

6.92 

0.97 

4.68 

3.48 

Northern  Calif  S&L  Assn 

19% 

Dec 

3.65 

3.47 

3.98 

14.70 

4.71 

3.76 

Brown  Group 

26% 

Oct 

4.58 

5.47 

5.78 

5.63 

4.71 

4.25 

Colonial  Penn  Group 

23 

Dec 

4.30 

4.59 

4.93 

7.29 

4.72 

2.08 

International  Harvester 

40% 

Oct 

6.14 

9.77 

8.60 

-11.93 

4.72 

9.44 

First  Chicago 

18 

Dec 

3.58 

3.94 

10.20 

4.73 

2.62 

Kemper 

36Vi 

Dec 

7  Q£> 

I  .  7J 

8.34 

7.82 

-6.23 

4.73 

4.23 

Manufacturers  Hanover 

33  Vi 

Dec 

6.46 

7.13 

10.28 

4.73 

1.06 

Imperial  Corp  Amer 

27 

Dec 

4.96 

5.03 

5.75 

14.43 

4.74 

2.86 

Leggett  &  Piatt 

12'/4 

Dec 

2.27 

2.47 

2.70 

9.09 

4.77 

1.17 

Moore  McCormack  Res 

36 

Dec 

6  9  3 

6.67 

7.60 

13.96 

4.77 

3.33 

Bethlehem  Steel 

24% 

Dec 

6.43 

5.27 

-18.10 

4.81 

4.93 

Ponderosa  System 

20  % 

Feb 

3.02 

3.68 

4.38 

19.16 

4.82 

4.36 

Westinghouse  Elec 

20 

Dec 

3.59 

3.74 

4.27 

14.01 

4.83 

5.46 

Bancal  Tri- State 

21% 

Dec 

3.29 

3.99 

4.48 

12.27 

4.86 

4.14 

Security  Pacific 

3 1  % 

Dec 

J.  10 

5.94 

6.52 

9.87 

4.87 

1.13 

UAL 

24% 

Dec 

1  1  03 

0.45 

5.12 

1031.35 

4.89 

446.03 

Brockway  Glass 

14% 

Dec 

O.  jO 

2.62 

2.94 

12.26 

4.89 

10.33 

Overseas  Shipholding  Group 

32  Vs 

Dec 

4.74 

5.70 

6.59 

15.57 

4.90 

7.68 

Resorts  Intl 

33 

Dec 

4.57 

6.81 

7.38 

8.26 

4.90 

2.11 

First  Charter  Finl 

18% 

Dec 

3.55 

3.17 

3.83 

20.71 

4.90 

4.01 

Overhead  Door 

16% 

Dec 

2.60 

3.21 

3.48 

8.29 

4.93 

4.30 

Southeast  Banking 

15% 

Dec 

2.14 

2.80 

3.22 

15.00 

4.93 

6.68 

NCNB 

14»/8 

Dec 

2.02 

2.56 

2.83 

10.43 

4.95 

4.52 

I  Walter  Thompson 

28% 

Dec 

4.43 

4.97 

5.76 

15.99 

4.95 

3.88 

*For  fiscal  years  ending  June  through  May  of  the  following  year, 
lower  the  percentage,  the  greater  the  agreement  among  analysts. 
Source:  liistitutional  Brokers  Estimate  System;  lynch  Jones  &  R\'an 


tSee  source.    tPercentage  range  around  the  average  in  which  two-thirds  of  analysts'  estimate 
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2nd  Annual 
Report  on 
American 
Industry 


ary  7, 1980  Issue 

ing  date  for  all  advertising: 

lecember  3, 1979 


The  most  timely  and 
indispensable  reference 
on  America's  largest 
corporations... 


Since  1949, the  FORBESAnnual  Report  on 
American  Industry  Issue  has  presented  the 
most  revealing  analysis  of  the  accomplish- 
ments of  America's  leading  companies.  The  32nd 
yearly  edition  will  once  again  rank  and  compare 
the  performance  of  more  than  1 ,000  of  the  largest 
American  public  corporations  (those  with  fiscal 
sales  of  at  least  $275  million). 

The  upcoming  January  7, 1980  FORBES  Annual 
Report  Issue  will  be  of  special  interest  since  it 
represents  not  just  the  year-end  report  of  1979,  but 
of  an  entire  decade  that  tested  the  mettle  of  the 
American  management  community.  Through  the 
telling  statistics  of  profitability,  growth,  and  stock 
market  performance,  the  issue  will  present  a  con- 
cise analysis  of  how  corporate  America  responded 
to  the  challenges  of  the  '70s. 

This  special  issue  will  also  compare  a  company's 
performance  for  the  most  recent  twelve  months 
with  its  average  record  for  the  past  five  years  to 
provide  atrue  index  of  the  quality  of  a  company's 
management  over  the  long  haul.  It  will  also  help  to 
provide  insights  into  how  that  company  is  likely  to 
perform  in  the  future. 

To  find  out  which  companies  are  best  prepared 
for  the  uncertainties  of  a  new  decade,  America's 
top  executives  will  rely  on  the  information  con- 
tained in  the  FORBES  Annual  Report  Issue.  As 
such,  the  issue  presents  a  major  advertising 
opportunity  to  reach  FORBES'  high-powered 
executive  readership — the  people  who  own  and 
run  American  Business. 

Plan  now  to  advertise  in  the  FORBES  32nd 
Annual  Report  on  American  Industry — the  most 
complete  rundown  on  the  performance  of  corpor- 
ate America  available  anywhere. 

For  more  information  contact  your  local  FORBES 
representative,  or  write  to:  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine, 
60  Fifth  Avenue,  New  York,  NY  1 001 1 


Forbes: 
Capitalist  Tool 


Overlooked  stars 


Percen 

P/E  variati 


Fiscal 

 Earnings  per  s 

hare  

Increase 

based 

earni 

Recent 

IBESt 

of  1980 

Company 

pri  ce 

ends 

1978* 

1 979* 

1980* 

over  1979 

1980 

1970 

WpKtPTn  Ranrornoriirion 

31'/4 

Dec 

4.55 

5.79 

6.44 

11.06 

4.95 

3.26 

McDonnell  Douglas 

277s 

Dec 

4.14 

4.90 

5.54 

13.27 

4.96 

5.06 

Ford  Motor 

4 1  % 

Dec 

13.35 

10.92 

8.49 

-22.26 

4.96 

10.94 

Tn  tf*rn -i  rioivi  1  TpI  <St  TpI 

Jlll^flltllll'lflll           l   V     1        ' .    \           I     :  i 

27 'A 

Dec 

4.66 

5.19 

5.54 

6.68 

4.99 

6.40 

Transway  Intl 

24% 

Dec 

4.20 

4.89 

4.89 

0.00 

4.99 

2.69 

Collins  tk  Aikman 

87s 

Feb 

1.93 

1.79 

1.83 

2.25 

5.00 

9.16 

Anrhor  Hnckint? 

167s 

Dec 

3.53 

3.00 

3.37 

12.41 

5.00 

13.49 

Federal  Natl  Mtg  Assn 

17 

Dec 

3.47 

2.70 

3.39 

25.53 

5.02 

4.13 

Wickt's 

15'/4 

fan 

3.14 

3.16 

3.29 

3.95 

5.02 

11.19 

Standard  Motor  Prod 

167s 

Dec 

2.33 

2.74 

3.19 

16.45 

5.02 

2.53 

Fox-Stanley  Photo  Prods 

97k 

Mar 

1.60 

1.67 

1.96 

17.23 

5.03 

9.84 

Kerr  Glass  Mfg 

1 1 

Dec 

2.34 

1.94 

2.21 

13.82 

5.03 

16.64 

Republic  Steel 

29% 

Dec 

6.86 

8.39 

6.08 

-27.60 

5.04 

5.58 

Brunswick 

1374 

Dec 

2.30 

2.65 

2.73 

3.01 

5.04 

6.93 

Pittsburgh  Natl 

43 '/4 

Dec 

6.35 

7.79 

8.60 

10.43 

5.06 

1.52 

Continental  Illinois 

277s 

Dec 

4.51 

4.91 

5.55 

12.92 

5.07 

2.29 

INA 

4872 

Dec 

8.37 

9.21 

9.29 

0.87 

5.07 

3.40 

Consolidated  Papers 

5874 

Dec 

8.36 

10.32 

11.41 

10.56 

5.08 

3.59 

White  Consolidated 

24 7/s 

Dec 

3.82 

4.32 

4.96 

14.92 

5.09 

4.96 

Swank 

21 

Dec 

3.65 

3.76 

4.15 

10.30 

5.09 

2.95 

APS 

8% 

July 

1.31 

1.48 

1.71 

15.54 

5.12 

6.59 

Continental 

2572 

Dec 

5.66 

5.35 

5.08 

-5.05 

5.12 

6.48 

Norfolk  &  Western  Ry 

247s 

Dec 

3.39 

4.64 

4.75 

2.26 

5.13 

7.05 

National  Detroit 

34  Vh 

Dec 

5.59 

6.35 

6.79 

6.92 

5.14 

1.90 

Kaiser  Cement 

2572 

Dec 

4.24 

4.81 

4.99 

3.76 

5.14 

4.59 

Gordon  Jewelry 

2472 

Aue 

3.45 

4.60 

4.95 

7.67 

5.15 

4.70 

Chessie  System 

287s 

Dec 

3.59 

5.53 

5.41 

-2.14 

5.15 

3.70 

Royal  Dutch  Petroleum 

7974 

Dec 

10.55 

19.89 

15.49 

-22.13 

5.15 

13.62 

BF  Goodrich 

2174 

Dec 

4.39 

4.65 

4.39 

-5.55 

5.16 

5.90 

VF  Corp 

18% 

Dec 

3.12 

3.31 

3.54 

6.73 

5.16 

2.98 

Consolidated  Freightways 

257k 

Dec 

4.75 

5.08 

4.90 

-3.57 

5.18 

4.04 

Flexi-Van 

147s 

Dec 

3.11 

2.83 

3.04 

7.56 

5.18 

4.46 

Levitz  Furniture 

2472 

Jan 

3.84 

4.43 

4.77 

7.79 

5.18 

4.56 

Aetna  Life  &  Casualty 

337k 

Dec 

6.39 

6.67 

6.53 

-2.09 

5.19 

5.09 

Kaiser  Alum  &  Chem 

207k 

Dec 

3.58 

4.82 

4.21 

-12.54 

5.19 

5.17 

CleveTrust 

3574 

Dec 

6.05 

6.40 

6.78 

5.99 

5.20 

2.30 

H|  Wilson 

1474 

Jan 

2.08 

2.28 

2.79 

22.19 

5.20 

2.65 

US  Fidelity  &  Guaranty 

3874 

Dec 

7.75 

8.09 

7.42 

-8.30 

5.20 

4.12 

Great  Western  Finl 

2474 

Dec 

4.01 

4.21 

4.98 

18.46 

5.22 

3.25 

Citicorp 

23 

Dec 

3.70 

4.01 

4.59 

14.31 

5.23 

2.78 

Alcan  Alum  Ltd 

41 

Dec 

7. 15 

7.55 

7.87 

4.25 

5.26 

7.77 

Coachmen  Inds 

6 

Dec 

2.29 

0.07 

1.12 

1388.89 

5.26 

1126.78 

Transamerica 

18% 

Dec 

3.15 

3.44 

3.70 

7.47 

5.27 

2.71 

GAF 

1 1 

Dec 

2.06 

1.67 

2.06 

23.50 

5.27 

10.81 

Preston  Trucking 

15% 

Dec 

2.24 

2.47 

2.93 

18.52 

5.28 

6.28 

General  Public  Utils 

9'/« 

Dec 

1 .  3*+ 

1.70 

10.19 

5.29 

14.90 

St  Paul  Cos 

407k 

Dec 

7.77 

7.72 

7.74 

0.32 

5.30 

4.04 

Kroger 

2472 

Dec 

3.1 1 

4.60 

12.75 

5.30 

2.06 

Ball 

267k 

Dec 

3.84 

4.67 

5.00 

6.95 

5.30 

6.68 

Texas  Amer  Bancshares 

26 

Dec 

4.13 

4.33 

4.90 

13.10 

5.31 

3.28 

Intl  Multifoods 

20 

Feb 

3.06 

3.39 

3.76 

10.93 

5.32 

1.12 

Household  Finance 

207s 

Dec 

2.99 

3.64 

3.90 

7.37 

5.32 

2.96 

Occidental  Petroleum 

257s 

Dec 

-0.35 

4.28 

4.86 

13.64 

5.32 

21.28 

Allis-Chalmers 

367k 

Dec 

6. 18 

6.74 

6.97 

3.33 

5.33 

2.23 

Barnett  Banks 

2174 

Dec 

2.90 

3.70 

4.10 

10.79 

5.33 

3.80 

Hart  Schaffner  &  Marx 

12% 

Nov 

2.09 

2.29 

2.39 

4.26 

5.34 

2.39 

Conn  General  Insurance 

36 

Dec 

6.44 

6.52 

6.82 

4.62 

5.35 

2.62 

General  Portland 

1574 

Dec 

2.51 

3.02 

3.00 

-0.83 

5.37 

12.77 

May  Dept  Stores 

247s 

Jan 

4.01 

4.22 

4.51 

7.02 

5.38 

3.89 

Chart  House 

17% 

Dec 

2.75 

2.92 

3.23 

10.56 

5.38 

3.81 

*For  fiscal  years  ending  June  through  May  of  the  following  year.    tSee  source.    tPercentage  range  around  the  average  in  which  two-thirds  of  analysts  estimati 
lower  the  percentage,  the  greater  the  agreement  among  analysts. 
Source:  Institutional  Broken  Estimate  System;  Lynch  Jones  &  R\'an 
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Now  this  doctor  can  search 
trough  a  medical  library  half  a  world  away, 
and  never  leave  her  office. 


Like  doctors  anywhere, 
this  doctor  in  Pans  some- 
times comes  across  a  case 
that's  hard  to  diagnose. 

But  these  days  she  can 
turn  to  the  National  Library 
of  Medicine  in  Washington, 
D.C.  —  through  a  computer 
terminal  right  in  the  office. 

In  less  time  than  it  takes 
to  tell  about  it,  she's 
able  to  search  through  over 
half  a  million  medical 


references  stored  in  the 
Library's  computers. 

To  help  her  find  out  what 
ails  her  patient. 

This  wealth  of  current 
medical  knowledge  is  being 
brought  to  doctors,  from 
France  to  Hong  Kong, 
through  the  Universal  Data 
Transfer  Service  (UDTS). 

It's  a  data  transmission 
network  created  by  the 
people  of  ITT  World 


Communications . 

And  today  it's  being  used 
not  only  by  medical  people, 
but  by  people  in  business, 
finance,  the  sciences,  agri- 
culture, mathematics,  mar- 
keting, whatever. 

UDTS  is  surprisingly  eco- 
nomical, too. 

All  of  which  makes  it  not 
only  a  remarkable  tool,  but 
something  just  as  important. 

A  practical  tool. 


The  best  ideas  are  the  F 1 1 1 1 1 1 
ideas  that  help  people.  Ill 
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Overlooked  stars 


P/E 


Percend 
variation 


Fiscal 

 Earnings  per  share- 

Increase 

based 

earninj 

Recent 

year 

EBESt  estimates 

of  1980 

on 

estimad 

Company 

price 

ends 

1978* 

1979* 

1980* 

over  1979 

1980 

1979 

Consolidated  Edison 

t  a  7/, 
Zo/h 

uec 

$  4.39  i 

;  451 

T  A  7°/ 
Z.O  /  /o 

38 

3  7£<V 
O .  /  J  /o 

Dominion  Bankshares 

1  O  72 

L  JQQ 

0  30 

2.80 

3.06 

0  1  7 
y.it 

^  30 

0  07 
z.y  r 

Johns-Manville 

0/1 V. 

Z4  74 

D.OZ 

4.56 

4.68 

1  An 
z.ou 

^  An 

1  n  ^3 

1U.JO 

New  England  Gas  Elec 

1  £  5/„ 
1  J  78 

2.40 

2.64 

2.94 

1 1  nA 

^  An 

3  7A 

Northrop 

38 

Dec 

6.24 

6.71 

7.21 

7.31 

5.41 

3.70  | 

H  d  ruiier 

Nov 

1.83 

2.07 

1  3  30 

^  AO 

^  OA 
J.ZO 

Acad  r^o 

Z/  /2 

L/CC 

1  AO 

1  .oy 

6.33 

5.23 

1  7  37 

^  AO 

a  83 
0 .00 

Missouri  Pacific 

jZ  /2 

r\pr 

8  83 
0.00 

9.49 

9.72 

1  AS) 

A3 

0  1 3 
z.  10 

Republic  Automotive  Parts 

1.30 

1.43 

1.68 

1  7  48 

A3 

1  00 

1 .  yz 

Mellon  National 

30% 

Dec 

4.40 

5.20 

5.66 

8.85 

5.43 

1.22 

DA  C^f^  A  D 

Am/, 

OU  /4 

uec 

in  ci 
IU.3  I 

13.02 

1 1.08 

1  a  on 
— 14. yu 

7  03 

/  .yo 

Indiana  Gas  &  Elec 

1  83/„ 
lo  78 

uec 

o.U4 

2.92 

3.35 

1  A  A7 

A  00 
4.zy 

Hyster 

AO  V„ 

4Z  /4 

Jan 

O 

9.84 

7.64 

10  A  1 

a  oa 

O.Z4 

First  Union  Bancorp 

0Q1/. 

uec 

5.42 

5.09 

5.36 

^  is. 
D.OD 

1  ^  n3 

1  j.Uo 

Owens-Illinois 

205/h 

Dec 

3.44 

3.81 

3.94 

3.30 

5.46 

4.97 

Inland  Steel 

O  J  74 

uec 

7  ai 

/  .01 

7.53 

6.55 

1  3  nn 

—  lo.UU 

0  .'+0 

^  80 
J.OZ 

Mercantile  Stores 

37 

Jan 

a  en 

O.OU 

6.59 

6.87 

A  1A 
Lit 

A  31 
l.jl 

Twentieth  Century-Fox 

A01A 
4-Z  /2 

Hpr 

7  H7 

1  Ml 

7.17 

7.55 

^  3  1 

O.'+O 

i  a  1  n 

14. 1U 

v_oit  inus 

A  A  3/, 

44  /4 

UcC 

6.07 

7.89 

8.32 

^  A7 
D.4  / 

1  ^0 
1 .  jy 

Gibraltar  Financial 

13 

Dec 

2.24 

2.19 

2.60 

18.34 

5.49 

3.47 

Fairchild  Inds 

3  ^  Vo 

uec 

o.oy 

5.53 

6.49 

1  7  A  1 

^  AO 

3  38 
O  .jo 

Goodyear  Tire  &.  Rubber 

1  J/8 

ULL 

0.  iZ 

2.63 

2.76 

a  An 

4.0U 

^  AO 

1  1  OA 

Texas  Intl  Airlines 

i  n 

UtL 

1  .oZ 

1.52 

1.91 

1  ^  80 

AO 

1  ^  ^  1 
1  j.ji 

Houston  Inds 

Zo  /8 

Hpp 

4.21 

4.88 

5.14 

^  on 

s>  ^n 

0  00 
z.zy 

First  Pennsylvania 

13!/8 

Dec 

2.13 

1.81 

2.39 

31.72 

5.50 

4.09 

VdllCy  INdll  DdilK 

Zo  /8 

L'CC 

3  71 

4.60 

5.15 

1 1  00 

I  1.77 

s  ^n 

1  AO 

Hnct  Tnf-1 

nubi  11111 

1  8 

L/LL 

Z.D4 

2.96 

3.27 

in  v) 

J.  J  1 

3  03 
0  .zo 

Eastern  Air  Lines 

/  / 8 

T  O  1 

z.y  1 

1.79 

1.38 

11  A^ 
—  ZZ.O  D 

^  ^  1 

in  a 

1  7.JJ 

Evans  Prods 

Till/. 

Z4  /4 

uec 

3.76 

4.24 

4.42 

A  1  0 

5  5 1 

A  A7 

Colonial  Life  &  Accident 

16% 

Dec 

2.33 

2.73 

3.08 

12.82 

5.52 

1.64 

King's  Dept  Stores 

Jan 

1  nn 
z.uu 

2.14 

2.51 

1  7  A3 
1  /  .4o 

c  0 

J.JJ 

Q  0  3 

y  .zo 

Equitable  Savings  &.  Loan 

OU  /4 

r  rn 
D.OO 

5.20 

5  79 

I  1  .z  / 

^  ^3 

7  on 
/  .yu 

Amerada  Hess 

A/11  A 

uec 

0.4Z 

9.71 

7.97 

1  7  OA 

—  1  /  .y4 

^a 

J.J4 

7  OA 
/  .zo 

Cincinnati  Bell 

npp 

5.30 

5.31 

5.33 

n  ao 

J.JJ 

a  nA 

RTE 

lOVs 

Dec 

2.02 

1.55 

1.84 

18.89 

5.56 

6.71 

First  Bank.  System 

4U 

r  70 
D./O 

6.55 

7.20 

Q  OQ 

y.yy 

^  ^0 

J.J7 

1  ^  1 

1  .j  1 

Modern  Merchandising 

1  J  72 

Jan 

Z.U4 

2.26 

2.64 

1  A  77 

J.J7 

A  AS 
4.D0 

v, fi  J t>o J 1  InHc 
olUj'LIl  11KIS 

37V« 
O  /  /8 

i_yec 

O  TC 

O.OD 

8.02 

6.90 

1  3  07 

— 10.7/ 

^  An 

0  80 
y.oz 

v_/giivy  ex  iviatner  inci 

0 1  V. 

ZZ  /4 

LJec 

3.16 

3.42 

4.02 

17  30 

An 

J.OU 

3  8A 
O.o4 

Allied  Stores 

25Vi 

Jan 

3.98 

4.22 

4.57 

8.42 

5.61 

2.60 

Continental  Group 

3n3/„ 
OU  /8 

uec 

3/17 

c5.4/ 

^  1  8 

0.0  y 

All 
4.1  1 

R  A  1 
J.O  1 

3  a7 
0.0  / 

TNTFRPO 

11  N  1  i-viv  V_- v7 

reu 

/,  in 

6.91 

7  45 

7  8  1 

/  .0  1 

^  AO 

J.OZ 

1  3n 

1  .OU 

US  Leasing  Intl 

1  73/„ 
1  /  V8 

uec 

z.  /o 

2.73 

3.11 

i  a  n  1 

14. U 1 

^  AO 
J.OZ 

0  AA 
Z.00 

v^/uaKer  wars 

ZO  /8 

June 

4.01 

4.37 

4.77 

y.  1 0 

^  A3 

3  00 

o.zz 

Fleming  Cos 

17 'A 

Dec 

2.33 

2.70 

3.11 

15.06 

5.63 

2.97 

XViclLlCl 

83/. 
o  74 

Jan 

ii3 
1  .zo 

1.36 

1.57 

1  ^  o1; 

^  A3 
j.Oo 

3  AO 

o.oz 

Tp  I  f»H  f» 
i  cicuy  lit 

1  A33/, 
140  /4 

Hpr 

ucc 

1  /  .60 

9  s  no 

Z,  J.W" 

26.03 

3  7A 

^  AA 

A  3S 

0.0  j 

W  O  T~l     T 1     i  n  [ 

Dciienciai 

OU/8 

LJec 

4. 1U 

5.01 

5.41 

7  Q7 

^  A/1 
J.04 

1  7  1 

1./  1 

xVcyilUlUb  IVlCLdlS 

OO  /8 

uec 

5.40 

8.12 

6.64 

18  10 

—  to.  iy 

^  A7 
J.O  / 

1  n  a^ 

lU.OJ 

CFS  Continental 

10V4 

Sept 

0.92 

1.50 

1.83 

22.00 

5.67 

4.08 

M<i  1 1  \  m  o  c 
INd  LUlildo 

AnVo 
OU/8 

uec 

7/7 

/.Of 

0  78 

in  63 

8  AA 
0 .00 

^  A7 

J.O  t 

7  ft  9 

/  .oZ 

^ciitiui  ouy«i 

1^/8 

Aug 

i  .y4 

2.37 

2.16 

0  nz. 

^  A7 
J.O  f 

A  ^A 

ciiiiiarL 

4U  78 

Han 

uec 

C  77 

6.28 

6.85 

O  H7 

y.u  / 

A7 

J.O  f 

i  /in 

OUlIUCdlil 

on% 

ZU  /8 

Mar 

3.22 

3.12 

3.70 

1  8  AO 

^  A8 
J.Oo 

^  0d 

j.y^T 

Scott  &  Fetzer 

27  V4 

Nov 

4.11 

4.80 

4.84 

0.78 

5.68 

3.30 

Pullman 

4         1   1  1  1  Hit  11 

4U  /4 

npr 
Uct 

5.83 

8.10 

7.30 

0  fid 

^  A8 
J.OO 

1  1  Af> 
i  1  .*+o 

Mead 

27'/4 

Dec 

4.41 

5.08 

4.84 

-4.87 

5.69 

2.98 

Jonathan  Logan 

12V4 

Dec 

1.77 

1.36 

2.15 

57.93 

5.69 

30.22 

Interpublic  Group 

32% 

Dec 

/iii 
4. 1  i 

4.65 

5.33 

14.79 

5.69 

2.03 

Tll^lllld  LKtUlL  CX  lUWtl 

12 

Dec 

1.88 

1.85 

2.09 

1  0  7A 

^  AO 
J.07 

c;  71 
j.  / 1 

*For  fiscal  years  ending  June  through 

May  of  the  following  year. 

tSee  source. 

tPercentage  range  around 

the  average  in  which 

wo -thirds  of  a 

lalysts'  estimatj 

lower  the  percentage,  the  greater  the 

igreement  among  analysts. 

Source.  Institutional  Brokers  Estimate 

System,-  lynch 

Jones  &  Ryan. 
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)WTHE  NEW  EATON  PROFITS  FROM  CHANGE 


_____ 


9.23 
7.90 

m 

4.04 

6.71 


1.51 


We're  easing  the  squeeze  in  the  Suez  Canal  with 
air  traffic  control  technology. 


6.35 
1.71 


7.82 
4.56 


3.30 
11.46 


5.71 


profit  from 
in  hydrau- 
mining. . . 


Eaton  electronic  traffic  management  systems. 
They  help  direct  traffic  into  busy  airports.  Soon 
one  will  keep  traffic  moving  in  the  Suez  Canal. 

That  means  22,000  vessels  a  year 
-  including  30%  of  the  world's  tanker 
fleet- will  get  the  information  they  need 
to  steer  clear  every  crowded  mile  be- 
tween Suez  and  Port  Said. 

Designed  and  built  by  Eaton's  AIL 
Division,  this  Vessel 
Traffic  Management 
System  combines 


ultra-high  resolution  radar  with  sophis- 
ticated communications,  a  precise 
ship-locating  system,  and  a  computer- 
ized operations  center.  The  result:  a 
new  level  of  efficiency  and  safety  in 
busy  ports  from  Alaska  to  San  Fran- 
cisco, from  New  York  to  the  Mideast. 

Technological  leadership  like  this  ha°sffsafrmr industry 
has  helped  Eaton  grow  to  an  annual 
rate  of  $3  billion  in  sales.  For  the  complete  story, 
write:  Eaton  Corporation,  100  Erieview  Plaza, 
Cleveland,  Ohio  441 14. 


clutches  and 
adjustable  speed 
drives... 


,  so® 


Overlooked  stars 


P/E 


Perec 
vanat) 


Fiscal 

 Earnings  per  share- 

Increase 

based 

earr. 

Recent 

year 

IBESt  estimates 

r»f  1  own 

on 

estin 

Company 

price 

ends 

1978* 

1979* 

1980* 

over  1979 

1980 

1979 

JJUi  UCll 

26% 

Dec 

$4.38 

$  4.46  J 

>  4.78 

7.34% 

5.70 

5.62% 

7nm  Tnti<; 

i- —  dill  111UJ 

177s 

Mar 

2.46 

2.82 

3.18 

12.81 

5.70 

1.56 

Eaton 

29  Vh 

Dec 

4.34 

5.65 

5.09 

-9.99 

5.70 

1.18 

PPC  Inds 

33»/4 

Dec 

5.74 

6.08 

5.87 

-3.45 

5.71 

5.38 

Kochring 

23 

Nov 

3.45 

4. 1  1 

a  on 
4.ZU 

2.30 

5.71 

3.57 

A xwi+vxccwx  Pan 

r\l  1  IK,  I  U  il!     v  .  a 1 1 

38 

Dec 

6.05 

6.63 

6.83 

3.06 

5.71 

1.70 

¥  V  til  1  J  1.  I    La   J  Wtl  y 

38% 

Dec 

3.34 

6.34 

6.68 

5.42 

5.72 

1 1.56 

1 1ST  IFF 

25'/4 

Dec 

3.36 

3.86 

4.32 

11.87 

5.73 

1.85 

Middle  Smith  Utils 

1  •UUUlL    v  M  Hi  11  1    V.'  Ill  J 

14 1/8 

Dec 

2.46 

2.42 

2.44 

1.02 

5.73 

3.83 

Sullair 

16'/2 

Dec 

2.12 

1  £7 

2.0/ 

2.92 

9.37 

5.74 

3.49 

Southwest  Airlines 

24  % 

Dec 

3.61 

3.87 

4.29 

10.65 

5.74 

4.28 

Citizens  Fidelity 

25  V* 

Dec 

3.45 

3.97 

4.53 

14.01 

5.74 

1.13 

Lone  Star  Inds 

26  Va 

Dec 

4.02 

4.60 

4.52 

-1.85 

5.75 

6.46 

Southern  Rv 

JUULIlvlll  J 

55% 

Dec 

8.35 

9.17 

9.64 

5.06 

5.76 

1.88 

Tyler 

15% 

Dec 

2.14 

T  A  Q 

l  71 

9.56 

5.76 

4.49 

Northeast  Utils 

9% 

Dec 

1  V) 

1.50 

1.69 

12.44 

5.76 

6.16 

SPS  Technologies 

25-V4 

Dec 

2.27 

3.81 

4.40 

15.56 

5.77 

10.92 

Boeing 

48% 

Dec 

.'.UJ 

7.59 

8.62 

13.50 

5.77 

4.42 

Hammermill  Paper 

22  % 

Dec 

3.35 

4.00 

3.85 

-3.67 

5.78 

6.28 

(ewel  Cos 

25% 

Ian 

3.59 

4.U2 

A  2/L 
4. JO 

8.39 

5.79 

4.59 

Ethyl 

27% 

Dec 

4.02 

4.61 

4.64 

0.53 

5.80 

3.60 

General  Tire  &.  Rubber 

23 'A 

Nov 

4.97 

4.38 

4.00 

-8.70 

5.81 

14.92 

American  Standard 

54% 

Dec 

7  13 

'  .^>» 

8.89 

9.40 

5.78 

5.82 

4.30 

Dana 

29  Vz 

Aue 

4.22 

5.07 

5.15 

1.64 

5.83 

0.74 

Rexnord 

l7Vz 

Oct 

2.67 

2.92 

6.UZ 

3.57 

5.83 

8.68 

Wctterau 

13% 

Mar 

1  79 

1.98 

2.25 

13.78 

5.83 

2.00 

Pennsylvania  Power  &.  Light 

19% 

Dec 

2.86 

3.27 

3.30 

0.92 

5.83 

3.08 

Pacific  Gas  ck  Electric 

22% 

Dec 

3.55 

3.90 

9.76 

5.83 

2.65 

Southwest  Bancshares 

25  V* 

Dec 

3.67 

3.85 

4.35 

12.87 

5.84 

1.84 

Ideal  Basic  Inds 

25 '/4 

Dec 

4.02 

A   2  7 

A  A^ 

4.4Z 

1.13 

5.85 

3.96 

Scovill 

19% 

Dec 

3  9  1 

3.31 

3.35 

1.11 

5.85 

1.80 

Doyle  Dane  Bernbach  Intl 

22  V* 

Dec 

9  87 

3.34 

3.76 

12.54 

5.86 

1.71 

Republic  of  Texas 

26Vz 

Dec 

\  41 

4.05 

4.55 

12.15 

5.86 

1.91 

Burlington  Inds 

16% 

Sept 

2.50 

2.80 

2.84 

1.33 

5.86 

1.21 

NY  State  Electric  &  Gas 

16% 

Dec 

2.46 

Z.oZ 

T  7C 

L.I D 

5.10 

5.86 

3.82 

Northwest  Bancorporation 

26% 

Dec 

4.17 

4.59 

10.05 

5.88 

2.37 

Easco 

19 

Dec 

9  88 

2.95 

3.29 

1 1.56 

5.88 

4.28 

US  Steel 

23% 

Dec 

1  oc 

i.OJ 

4.31 

4.14 

-3.86 

5.88 

9.72 

Wachovia 

19% 

Dec 

2.48 

3.00 

3.31 

10.30 

5.89 

2.70 

Northwest  Inds 

35 

Dec 

4.68 

5.61 

6. 16 

9.68 

5.89 

3.90 

Carolina  Power  &  Light 

19'/2 

Dec 

}  in 

3.15 

3.33 

5.88 

5.89 

2.93 

Fischbach  &.  Moore 

26  Ve 

Sept 

o.o  i 

4.03 

4.30 

6.91 

5.90 

0.74 

Harcourt  Brace  Jovanovich 

37V4 

Dec 

3  76 

5.45 

6.44 

18.20 

5.90 

3.07 

Florida  Power  &  Light 

26 '/4 

Dec 

4  £.4 

4.23 

4.45 

5.20 

5.90 

2.67 

Textron 

27*/4 

Dec 

4.47 

4.52 

4.61 

2.16 

5.91 

2.1 1 

Combined  Insurance 

I  I 

Dec 

9  8A 

3.22 

3.56 

1U.34 

cm 

T   2  C 

I.  3d 

Ogden 

355/8 

Dec 

1  8 
J.  io 

5.98 

6.32 

5.61 

5.92 

5.12 

Nucor 

32'/2 

Dec 

5.04 

5.58 

10.67 

5.92 

5.28 

Leaseway  Transportation 

23% 

Dec 

o  .o*+ 

3.59 

3.88 

8.30 

5.92 

3.39 

Marley 

21% 

Oct 

3  38 

J.OO 

3.47 

3.69 

6.24 

5.93 

2.01 

Burlington  Northern 

59'/4 

Dec 

8.52 

10.92 

10.03 

-10.10 

5.94 

1 1.67 

Seafirst 

28 

Dec 

3.75 

4.23 

4.70 

11.15 

5.95 

2.06 

United  States  Filter 

13 

Dec 

1.55 

1.92 

2.18 

13.85 

5.96 

2.18 

Kansas  Power  &  Light 

18% 

Dec 

2.74 

2.93 

3.08 

5.12 

5.97 

5.86 

First  Kentucky  Natl 

32'/2 

Dec 

4.16 

4.87 

5.44 

11.54 

5.98 

2.44 

Trane 

20'/2 

Dec 

2.66 

3.10 

3.34 

7.74 

5.99 

7.64 

Braniff  Intl 

10 '/4 

Dec 

2.26 

1.79 

1.75 

-1.96 

5.99 

19.90 

*For  fiscal  years  ending  June  through  May  of  the  following  year, 
lower  the  percentage,  the  greater  the  agreement  among  analysts. 
Source:  Institutional  Brokers  Estimate  System,  Lynch  [ones  &  Ryan. 


tSee  source.    tPercentage  range  around  the  average  in  which  rwo-thirds  of  analysts'  estimall 
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5.62! 
0  1.56 


74  4.28 
7<  I 

75  6.46 
'6  1.88, 

76  4.49 


Introducing: 


merican  fingers  pop 
)me  260,000  pounds 
frozen  french  fries 
into  American  mouths 
every  day. 

Before  they're 
frozen,  all  those 
L  fries  have  to 
'\  be  cooked 
\   in  boilinq 
S  oil. 


water  as  the  heat  transfer 
liquid,  yet  still  provides 
the  high  efficiency  the 
process  must  have. 

What  we  came  up  with 
is  a  solar  steam-genera- 
ting system  that's  both 
efficient  and  safe  for 
food  processing. 

Everybody  always 
knew  the  sun  could 
make  the  sidewalks  hot 
enough  to  fry  eggs  on. 

Now  it's  french  frying 
potatoes  —  by  the  ton! 


ses  a  lot 
energy  so 
company 
lied  TRW 
id  the  Depart- 
lent  of  Energy 
cided  to  put  the 
jn  to  work  — french 
ing  potatoes  at  a 
tato  processing  plant 
Oregon. 

Now  with  the  help  of  a 
RW-designed  solar  energy 
stem,  this  plant  is  cooking 
the  country's  first  solar 
nch  fries. 


elan**' 


Perched  on  the 
roof  of  the  plant 
are  solar  collectors. 
Their  job  is  to  soak 
up  enough  Oregon 
sunshine  to  generate 
425°F  of  industrial 
steam  — which  is 
what  it  takes  to  heat 
the  900  gallons  of 
cooking  oil  needed 
to  fry  20,000  pounds  of 
potatoes  every  hour. 

TRW  engineers  had  to 
design  a  system  that  uses 
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vast  and  valuable  source  of  information 
bout  what's  happening  in  your  market. 


1 

< 
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TIME'S  Answer  Bank  is  the  largest  single 
e  of  vital  marketing  information  in  the 
try.  There's  nothing  else  like  it. 
he  80,000  reports  and  data  items  avail- 
from  the  Answer  Bank  can  help  you 
mine  who  buys  what  products,  how 
money  they  have  to  spend,  and  in  what 
ts  and  neighborhoods  they  are  concen- 
And  a  lot  more, 
he  research  people  we  use  are  the  finest 
field.  The  samples  are  large.  The  ques- 
ires  draw  a  high  response.  We  also  rely 
ther  hard  "real  world"  data,  such  as 
us  and  Bureau  of  Labor  statistics.  In  fact, 
ie  of  the  government  itself,  the  Answer 
I  is  the  largest  single  source  of  census- 
i  data.  And  we  provide  in-depth  analysis 
dicated  research. 

he  information  covers  the  total  spectrum 
duct  categories:  packaged  goods,  bever- 
and  liquor,  travel,  leisure  and  sporting 
Is,  appliances,  consumer  electronics, 
motive,  corporate,  financial,  insurance, 
jmsiness  equipment. 

Answer  Bank  information  can  be  invalu- 
in  helping  you  fine-tune  sales  strategies 
marketing  plans,  improve  distribution  pat- 
f,  formulate  effective  media  schedules, 
:hart  product  trends.  If  you  have  some 
iswered  questions  about  who  really  buys 
[in  your  market,  check  the  Answer  Bank. 
As  a  small  example  of  the  kinds  of  data  we 
rovide,  the  following  box  contains  a  list  of 


some  of  our  most  recent  reports.  If  any  are  of 
interest  to  you,  write  on  your  letterhead  to 
Seth  Bidwell,  Director  of  Marketing  Services, 
TIME,  Time/Life  Building,  Rockefeller  Center, 
New  York,  N.Y.  10020. 


Some  of  our  recent  reports. 


Corporate  Advertising/ 
Phase  II. 

An  expanded  study  of  corporate 
advertising  effectiveness  con- 
ducted by  Yankelovich,  Skelly  & 
White,  Inc. 

Business  Equipment 
Demand. 

Percentage  of  total  demand  by 
states  and  metro  markets. 

First  Buyers  of  Concord, 
Horizon,  Omni,  Fiat 
Brava,  and  Subaru. 

Series  of  new-car-buyer  studies 
for  selected  domestic  and  import 
models  examining  purchasing 
behavior,  attitudes,  and  media 
habits  of  recent  buyers. 

What  Really  Determines 
the  Choice  of  an  Airline. 

Factors  affecting  airline  selection. 

Americans  Abroad. 

Psychographic  analysis  of 
European  travelers. 

Determining  Areas  of 
Sales  Concentration. 

A  new  method  of  pinpointing 
high  sales  areas  for  cigarette, 
drug,  toiletry  and  grocery 
products. 


The  Quiet  Revolution. 

An  analysis  segmenting  the 
working-woman  market,  reveal- 
ing dramatic  differences 
between  groups  in  terms  of 
demographic  profiles  and  life- 
style patterns. 

35mm  SLR  Camera 
Study. 

Analyzes  35mm  ownership,  use, 
and  annual  photographic  equip- 
ment expenditures. 

Premium  Liquor  Brands 
Market  Study. 

An  analysis  of  the  past,  present, 
and  future  market  for  premium 
brands. 

All  About  Buyers  of  Audio 
Software  and  Essential 
Hardware. 

Examines  buying  patterns  of 
cassette  tapes— blank  and  pre- 
recorded—and records  among 
cassette  deck  and  turntable 
owners. 

U.S.  Government 
Consumer  Expenditure 
Survey. 

The  most  comprehensive  source 
of  information  on  family  income, 
expenditures,  and  changes  in 
assets  and  liabilities  available  in 

the  U.S. 
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Edited  by  Robert  J.  Flaherty 


Counterattack 

Bringing  his  fist  down  hard  on  the  mar- 
ble conference  table  in  his  kelly-green- 
carpeted  office,  Robert  A.  Beck  explodes, 
"The  report  [on  debit  insurance]  was 
badly  done.  A  hatchet  job.  If  you  are 
going  to  make  a  charge  against  a  product, 
wouldn't  it  seem  reasonable  that  the  re- 
port be  balanced  enough  to  be  truthful? 
I'm  not  asking  them  not  to  be  critical, 
just  to  be  factual,  and  they  were  not." 

At  54,  Beck  is  head  of  the  world's 
biggest  insurance  company,  Newark, 
NJ. -headquartered  Prudential  (assets 
over  $50  billion).  It  was  one  of  his  prod- 
ucts the  Federal  Trade  Commission  was 
judging.  Like  many  businessmen,  Beck 
is  up  in  arms  against  the  FTC. 

"Prudential  is  the  biggest  writer  of 
debit  insurance  in  the  world,"  Beck  says. 
"We  spent  4'/2  hours  with  the  FTC  staff 
showing  them  that  premiums  for  our 
debit  insurance  are  the  same  as  for  our 
regular  insurance,  dividends  are  the  same, 
cash  values  the  same,  lapse  rates  around 
the  best  of  the  pure  ordinary  companies." 
What  did  they  do  with  this  information? 
"They  buried  it  in  a  footnote." 

Beck  gets  even  angrier  when  he  talks 
about  how  the  FTC  handled  a  report  on 
whole  life  policies.  This  report  charged 
that  people  were  sold  whole  life  insur- 


Beck  of  the  Prudential 
Should  his  anger  be  aimed  at  the  press? 


ance  without  being  told  that  it  gave 
them  a  very  low  return  on  their  invest- 
ment. Says  Beck:  "[Unscrupulous]  agents 
are  using  news  accounts  of  this  report  to 
convince  people  to  switch  their  policies, 
which  can  be  costly  for  many  families." 
Beck  grants  the  agency  the  right  to  its 
opinion.  What  he  objects  to  is  the  way 
the  agency  staff  exploited  the  report.  It 
sent  out  a  press  release  with  the  heading: 
Consumers  losing  billions  yearly  by  "ill-in- 
formed and  inappropriate"  life  insurance 
choices,  FTC  staff  says.  This  was  done, 
Beck  suspects,  cynically,  knowing  well 


that  few  reporters  would  evej 
full  report.  Sure  enough.  The 
Daily  News  produced  a  headli 
Some  life  policies  are  rip-offs." 

Isn't  Beck's  quarrel  with  the 
TV  as  much  as  with  the  FTC 
tactful  and  says,  "No.  The  me 
be  able  to  rely  on  a  press  rep 
federal  agency."  But  maybe  Be< 
too  kind.  If  bureaucrats  cynical 
press  and  TV  to  discredit  busiri 
the  reporters,  editors  and  TV 
least  as  much  to  blame  fon 
themselves  to  be  used?— jean  A, 
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Wright  of  Zenith  Radio 

When  he  is  gone,  in  what  shape  will  the  last  of  the  TV  independents  be? 
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Relief  duty 

No,  it's  not  like  Napoleon  retui 
Elba.  Joseph  S.  Wright,  68,  isr) 
happy  about  being  summons 
busy  retirement  to  take  on  hisi 
chairman  of  Chicago's  embattl 
Radio  Corp.  Since  his  "retire 
1976  Wright,  an  avid  yachts 
been  practicing  law  and  servii 
major  corporate  boards  and  as 
of  the  University  of  Chicago, 
back  to  Zenith  because  the  cc 
in  trouble,  losing  market  share 
out  a  boss  after  the  resigns 
month  of  John  J.  Nevin. 

In  Wright's  time,  Zenith 
brand-name  market  leader  in 
24%  of  the  market;  now  it  is 
20%  and  trailing  archrival  RC/I 
on  record  sales  of  $1  billion,  Zi 
ted  $55  million.  Last  year,  on 
lion,  it  earned  only  $23  million 
will  be  down  again  this  year. 

Nevin's  downfall  was  a  consej 

FORBES,  NOVEMB 


KB 


The  Gas 
®ption 


as  energy:  It  can 
"uce  our  dependence 

foreign  oil. 


rs 

enough.  Thi 


f  gas  energy,  from  both  conventional  and  new  sources, 
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barrel  of  oil  we  import  increases  our  balance  of  pay- 
;  deficit.  It  exports  jobs  and  opportunity.  It  hampers  our 
to  control  inflation  here  at  home.  And  it  impairs  our 
tal  security. 

Jt  we  could  be  importing  less  oil.  And  the  increased 


elp. 


laxrel  with tl  ready,  important  progress  is  being  made.  Increased 
with  the  FTi  trial  use  of  natural  gas  this  year  is  expected  to  offset 
"No. Them  »rage  of  450,000  barrels  a  day  of  imported  oil.  At  an 
mi  a  press  re  ge  price  of  $18  a  barrel,  this  is  saving  the  United  States 
ion  in  foreign  oil  payments  this  year. 


Shown  below  are  the  target  dates  for  various  new 
sources  of  natural  and  synthetic  gas  and  the  potential  daily 
barrels  of  foreign  oil  they  can  replace.  Individually  and  in 
total,  they  represent  a  potential  savings  to  the  United  States 
of  nearly  4  million  barrels  a  day  of  imported  oil  by  1990* 

Add  to  this  the  efficiency  of  the  gas  pipeline  network,  the 
cost  of  gas  to  the  consumer,  the  environmental  benefits 
of  the  gas  energy  system— and  gas  emerges  as  one  of  our 
most  sensible  energy  options. 

Gas  energy:  It  can  contribute  to  the  stability  of  the  dollar, 
and  our  continuing  fight  to  lower  oil  imports. 


ing  sur 
to  take  on  I 
cago's  emba 
ice  his  "rei 
n  avid  yac! 


y  of  Chicag 
because  the 
i  market  sha 
a  the  ies'1 

Nevin. 
time,  Zenitf 
rket  leader 
•ket;  now  i 
archrival  H 
If  Jl  billion 
Last  year,' 
$23  mill: 
iin  this  yeai 
all  was  a  co 

cnUBS  NOV 


V-  A--'-.- 


J  Projected 
j  start-up 

New  sources 
of  gas 

Barrels  of  oil 
replaced  per  day 

j  date 

energy 

At  outset 

Potential  1990 

1980 

Mexican  Gas  Pipeline 

50  000 

300,000 

[  1980 

Canadian  Gas 

225,000 

500,000 

|  1983 

Alaskan /Pacific  LNG 

170,000 

1, 000, 000 1 

j  1984 

Alaskan  Gas  Pipeline 

450,000 

800,000 

1985 

Coal  Gasification 

70,000 

300,000 

1990 

New  Technologies 

Unconventional  souices  of  meinane  gas 

900,000 

900,000 

t  Includes  liquefied  natural  gas  from  additiona 

sources 

Barrels  of  imported  oil 
per  day  that  could  be 
replaced  by  natural 
and  synthetic  gas. 


Gas:  The  future  belongs  to  u 

For  more  information,  write  to  American  Gas  Association,  Department  1 114-1  9  F  Wilson  Blvd  ,  Arlington.  VA  22209 
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the  Japanese  onslaught  on  the  U.S.  mar- 
ket. In  the  midst  of  heavy  layoffs  in  its 
U.S.  plants  and  a  bitter  battle  over  his 
antidumping  charges  against  the  Japa- 
nese, Nevin  was  hospitalized  in  1977. 
Zenith  had  lost  a  hard  battle  to  keep  its 
U.S.  plants  going  against  competition 
from  Japanese  and  other  Asian  compa- 
nies. Nevin  later  returned  to  work  but 
with  his  authority  diluted. 

Wright,  who  has  headed  Zenith's  ex- 
ecutive committee  for  the  past  two 
years,  is  a  bit  apprehensive  about  getting 
involved  again  in  day-to-day  operations. 
He  insists  his  return  is  only  temporary. 
"I'm  not  making  any  ten-year  plans,"  he 
says  happily.  "I  won't  be  here  past  my 
70th  birthday."— Bob  Tamarkin 

Like  father,  like  son 

Cleveland's  Cyrus  S.  Eaton  Jr.,  61,  is  qui- 
etly carrying  on  the  tradition  of  his  late 
father,  who  won  the  Lenin  Peace  Prize. 
He  is  doing  capitalist  business  in  a  so- 
cialist country.  Early  last  month  Eaton 
and  his  Chinese-American  partner,  C.B. 
Sung,  beat  out  bigger  competitors  and 
closed  a  unique  joint  ventures  deal  in  the 
People's  Republic  of  China. 

What  makes  their  deal  any  different 
from  earlier  ones  announced?  For  one 
thing,  this  time  the  Chinese  rather  than 


Eaton  and  Sung  of  E-S  Pacific 

Their  silence  is  worth  $150  million. 

the  Americans  made  the  announcement. 
For  another,  this  major  agreement  is  the 
first  signed  between  an  American  com- 
pany and  the  new  foreign  investment 
organization,  the  China  International 
Trust  Investment  Corp.  The  deal  makes 
Sung  and  Eaton  agents  and  managers  for 
projects  involving  a  minimum  of  $150 
million  to  be  spent  over  three  consecu- 
tive years.  On  what?  On  such  things  as 
turnkey  factories  in  transport,  defense  or 
mining.  Typically,  the  Chinese  haven't 
yet  decided  which. 

E-S  Pacific  was  formed  only  last  April 
by  Eaton  and  Sung,  a  Shanghai-born, 


MIT  engineer  and  Harvard  M.B.A.  Sung 
was  with  Bendix  for  22  years  before  leav- 
ing his  job  as  group  vice  president  in 
charge  of  research  to  organize  several 
successful  companies  on  his  own.  He  had 
been  giving  free  seminars  in  manage- 
ment and  technology  to  the  Chinese 
since  1973. 

Eaton  has  been  doing  business  with 
socialist  countries  since  1964.  His  Tower 
International  pulled  off  a  $60  million 
coup  last  year  with  the  Russians — a  hotel 
contract  in  Leningrad. 

Shrewdly,  both  men  have  discovered 
two  key  techniques  to  winning  China's 
business:  good  financial  arrangements 
and  keeping  out  of  the  limelight.  "With 
U.S.  money  rates  so  high,  you  have  a 
tough  time  being  competitive  if  you 
work  through  American  banks,"  says  Ea- 
ton softly.  "We  never  use  American  fi- 
nancing— only  Swiss  francs,  German 
marks  or  even  Japanese  yen  for  cheaper 


Inheriting  his  own  plan 

"I  went  in  to  complain  to  my  predeces- 
sor, Bob  Keith,  in  the  spring  of  1972 
because  all  my  stock  options  were  under- 
water," recalls  today's  chairman  and 
CEO  of  Pillsbury  Corp.,  William  Spoor. 
"He  said,  'If  you're  so  smart,  Bill,  why 
don't  you  figure  out  and  develop  an  alter- 
native strategy  for  the  company?' 

"I  said,  'You're  kidding.' 

"He  said,  'No,  I'm  not.  Take  the  time 
you  need  and  do  it  up  right.'  " 

So  Spoor,  then  age  48,  heading  the 
international  division  and  not  thinking 
he  was  even  a  dark  horse  to  get  Pills- 
bury 's  top  spot,  conferred  with  all  the  top 
management,  down  to  the  general  man- 


financing.  That's  an  Eaton  sn 
the  socialist  world." 

Sung  cautions  Americans  a 
nouncing  a  "deal"  in  the  first 
most  do  when  any  one  of  as  m 
phases  is  inconclusive.  "If  you 
shown  a  site  and  then  plui 
without  an  agreement — makir: 
spending  money,  etc. — you'll  li 
ble."  Taking  its  own  advice,  1 
only  admits  to  being  in  the  m 
another,  separately  negotiated! 
hotel  project,  this  time  for  $16j 

"After  the  costs  are  taken  oi| 
lates  Eaton,  "you  get  49%  of  a| 
ture  for,  say,  ten  years  of  what 
as  net  income."  He  points  ouj 
Chinese  have  low  labor  costs  , 
tive  hotel  market — they  set  the 
tell  visitors  where  they  can  4 
everyone  clamoring  to  get  in,  1 
lates  into  profits  any  red-blood* 
ist  would  love.— Flora  S.H.  Ling  j 

agers.  In  six  months,  when  he  j 
his  boss,  Keith,  was  ill  with  c  L 
resigned.  The  board  named  Sp  |} 
ecute  the  strategy  he  had  worl 
November  1972. 

Step  one  was  to  push  Pillslfsc  year, 
further  into  consumer  prod 
move  started  by  Keith's  own 
sor,  Paul  Gerot,  who  built  the 
from  1952  to  1967.  Spoor  also  rj 
aid  Smith,  the  heir  apparent  a| 
aid's,  to  run  Burger  King,  so) 
considerable  success. 

Step  two  has  been  to  exit  : 
mistakes  at  profitable  times.  J 
for  the  top  of  the  poultry  cycle 
leave  the  business.  Pillsbury  v 
the  country's  largest  producer 
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Spoor  of  Pillsbury 

A  complaint  to  the  boss  meant  a  new  long-range  strategy  for  the  comp  | 
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the  years,  Fruehauf  diversification 
has  helped  keep  earnings  climbing. 


t  year,  we  enjoyed  net  earnings  of  $77  million, 
from  $61  million  in  1977.  This  was  due  in  part  to 
ersified  interests  like  our  Kelsey-Hayes  affiliate,  a 
or  supplier  to  the  automotive  industry. 
Fruehauf  has  long  been  known  as  the  largest 
nufacturer  of  truck-trailers  in  the  U.S.  and  the 
rid.  In  fact,  over  the  past  20  years,  diversification 
helped  multiply  earnings  nearly  five  times.  And 
ing  the  past  4  years,  earnings  have  risen  237%. 


Today  the  Company's  interests  range  far  and 
wide.  We  produce  scores  of  products  for  the  auto- 
motive, recreational  vehicle,  farm  and  aerospace 
industries.  Sell  trailers  and  container  components. 
Operate  shipyards.  Have  a  materials  handling  equip- 
ment division.  And  run  the  11th  largest  captive 
finance  company  in  America. 

Write  for  our  annual  report.  Fruehauf  Corpora- 
tion, Dept.  FO-119,  10900  Harper,  Detroit,  MI  48232. 
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!i  Earnings:  $  in  Millions 


1979  Cadillac  El  Dorado  Biarritz  with  sports  cast  aluminum  wheels  by  Kelsey-Hayes. 
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business  made  parent-company  earnings 
unpredictable  and  had  to  go. 

Step  three  is  for  the  1980s.  "Popula- 
tion is  still  growing,  especially  in  under- 
developed countries,"  says  Spoor. 
"Somebody  has  to  feed  the  world." 
That's  where  Pillsbury's  grain  merchan- 
dising business  comes  in.  This  business 
is  semi-invisible  in  that  Pillsbury  doesn't 
report  gross  sales,  $3  billion,  which 
would  dwarf  reported  1979  sales  of  $2.2 
billion.  But  the  business  is  old  and  profit- 
able; last  year  agriproducts  earned  $46.5 
million,  23%  of  Pillsbury's  net. 

Sounding  almost  like  a  preacher,  Spoor 
sees  famine  killing  more  people  than  war 
in  the  next  decade.  As  the  largest  flour 
miller  and  exporter,  the  largest  feed  in- 
gredient merchandiser,  and  an  important 
rice  miller  and  grain  and  oil  seed  mer- 
chandiser, Pillsbury  plays  an  important 
social  role,  he  says. 

His  stock  options?  They  did  fine;  now 
he's  on  another  plan  based  on  earnings' 
growth.  That's  fine  too.— Harold  Seneker 

Changing  of  the  guard 

Wall  Street  analysts,  like  the  American 
electorate,  lean  to  take-charge  types. 
From  1966  to  1977  Ray  Macdonald  was 
just  that  at  Burroughs  Corp.,  where  he 
brought  the  old  Detroit  adding-machine 
company  out  of  the  backfield  and  into 
second  place  in  profitability  (after  IBM) 
in  the  computer  industry.  But  Wall  Street 
worried  that  Paul  Mirabito,  who  suc- 
ceeded Macdonald  in  1978,  wasn't  big 
enough  for  his  old  boss'  shoes.  Under 
Mirabito,  however,  Burroughs  continued 
to  climb.  Now  64  and  on  the  verge  of 
retirement,  Mirabito,  a  former  accoun- 
tant who  was  educated  at  New  York  Uni- 
versity, feels  he  is  entitled  to  be  judged 
on  his  own  record. 

When  Mirabito  retires,  however,  the 
board  is  taking  no  chances  about  arous- 
ing Wall  Street  worries.  His  handpicked 
president  is  58-year-old  DuRay  Strom- 
back,  who  at  well  over  6  feet  and  an 
estimated  but  unconfirmed  240  pounds 
is  as  towering  as  Mirabito  is  trim  and 
compact.  Stromback  should  lay  to  rest 
any  worries  investors  may  have  about 
operating  experience.  He  has  spent  30 
years  with  the  company  in  Burroughs' 
strongest  areas,  manufacturing,  engi- 
neering and,  more  recently,  marketing. 

But — as  though  to  doubly  assure  Wall 
Street  that  Mirabito  is  leaving  things  in 
sound  hands — Burroughs  will  bring  in  a 
chairman  from  outside.  He  is  W.  Michael 


Paul  Mirabito  of  Burroughs 

"I  wasn't  surprised  to  be  named  CEO.  For  chrissakes ,  I  had  it  coming^ 


Blumenthal,  bloodied  in  the  Washington 
wars  as  President  Carter's  Secretary  of 
the  Treasury  but  rich  in  both  corporate 
and  government  experience. 

Here's  the  lineup:  Stromback  is  presi- 
dent and  chief  operating  officer;  Blumen- 
thal is  to  be  vice  chairman  of  the  board 


What's  in  a  name?  Plenty 

It  was,  as  H.G.  Wells  once  said  of  Henry 
James'  writing  style,  a  bit  like  a  hippo- 
potamus picking  up  a  pea.  All  over  the 
eastern  half  of  the  country  financial  gi- 
ants were  sweating  and  straining.  About 
high  interest  rates  or  reserve  require- 


and  will  succeed  Mirabito  aa 
and  CEO;  Mirabito  will  stay 
1980  to  ensure  a  smooth  tran  l 
make  sure  they  get  to  know  eal 
he  chuckles.  "I'm  going  to  bsj 
can  knock  their  heads  togethel 
Okay,  Wall  Street?— Thomas j\ 


Weir  of  AmeriTrust 

Now,  more  deposits  in  Cincinnati. 


ments?  No.  About  changing  trj 
Miami,  home  of  the  Southe 
and  largest  savings  and  loan,  F] 
of  Miami,  assets  $2.6  billion.  1 
al  of  Miami  was  expanding  it 
state  counties  where  Miami  I 
tive  connotation.  For  eight  mcj 
porate  image  firm,  Landor 
pored  over  dictionaries  and  tH 
A  thousand  names  narroweq 
First  Federal's  President  Tho< 
mar,  44,  and  his  top  aides  wen 
and  at  last  the  hippo  had  the  p 
First.  The  cost:  about  $100,00 
The  scene  shifts  from  Miam 
land,  the  decaying  northern  ci 
clownish  mayor,  Dennis  Kuc 
turning  viciously  antibusines! 
ing  "Cleveland"  a  dirty  word 
Weir,  chairman  of  CleveTrus 
company  for  the  venerable 
Trust  Co.,  decided  that  his 
needed  a  new  image.  It  wasn' 
calling  him  a  "vampire"  and 
tionist"  that  prompted  the  ri 
argued,  but  CleveTrust's  am 
expand  into  the  midwestern  h 
"Old-timers  are  trauma 
changing  from  the  Cleveland 
says.  But  he  claims  his  dej 
loans  will  grow  faster  in  Cine 
Columbus  if  his  bank  isn't 
identified  with  rival  Cleveland 
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V 


The  moment  of  truth. 


Our  policyholders  can  report  a  prop- 
erty loss  with  confidence.  Because  our 
underwriting  goal  is  to  "settle  a  claim" 
before  the  loss  Occurs.  . 

We  do  this,  by  carefully  reviewing 
property  risks  before  we  accept  them, 
by  emphasizing  proper  valuation  and, 
in  many  cases,  by  providing  loss  pre- 
vention counseling. 

At  Chubb,  we  can  act  on  property 
claims  promptly.  Because  the  moment 
of  truth  is  the  moment  we've  prepared 
for  from  the  start. 


CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch  foi  it  on  your  local  PBS  station 


Faces 

Behind  The  Figures 


Ameriea,  think  of  Trust.  That's  it! 
"AmeriTrust  was  the  best  name  no  one 
else  was  using,"  Weir  says. 

AmeriFirst  registered  its  new  name  at 
almost  the  same  time  as  AmeriTrust. 
Unamused  by  the  similarity  in  names, 
Brock  Weir  protested.  Previously,  Bo- 
mar's  consultants  had  warned  him  that 
for  his  older  customers  the  new  name 


Bomar  of  AmeriFirst 

His  choice  brought  back  memories. 

could  be  uncomfortably  reminiscent  of 
the  America  Firsters,  an  isolationist 
movement  that  tried  to  keep  the  U.S.  out 
of  World  War  II.  The  Miami  S&L  boss 
stayed  with  his  new  name,  though  he  did 
agree  not  to  use  the  title  AmeriFirst 
Trust  for  his  trust  subsidiary. 

If  the  whole  thing  was  slightly  ridicu- 
lous, there  was  a  certain  logic  behind  it: 
The  old  banking  boundaries  are  fast 
breaking  down,  with  regional  banks  go- 
ing national  and  local  banks  going  re- 
gional. The  epidemic  of  pea-picking  was 
a  symptom  of  that.— Phyllis  Berman 

Ah,  innocence! 

Thanks  at  least  in  part  to  Richard  Bran- 
son's 18  record  stores,  British  teenagers 
can  now  buy  their  Bee  Gees  and  Sky 
albums  for  only  a  trifle  more  than  their 
U.S.  counterparts,  as  opposed  to  the 
steep  premiums  over  U.S.  prices  they 
paid  a  few  years  back. 

Things  usually  aren't  done  that  way  in 
Britain — gentlemen  don't  discount — but 
the  28-year-old  Branson  couldn't  care 
less.  Described  by  friends  as  "naively 
enthusiastic,"  Branson  has  parlayed  his 
healthy  disrespect  for  Britain's  mixture 
of  conservatism  and  socialism  into  a  $75 
million  (sales)  conglomerate  called,  imp- 
ishly, Virgin  Records,  Ltd. 

You  don't  flourish  in  Britain  these 
days  without  knowing  how  to  get  around 
the  tax  collector.  Branson  virtually 
thumbs  his  nose  at  Her  Majesty's  Inland 


Revenue  (unlike  us  Americans,  the  Brit- 
ons have  the  good  sense  not  to  refer  to  it 

as  a  "service").  "The  Manor,"  his  Ox- 
fordshire country  estate,  doubles  as  a  re- 
cording studio  and  bucolic  haven  for  Vir- 
gin's musicians.  Likewise  with  Bran- 
son's plush  London  townhouse,  and  the 
smallish  Virgin  Island  recently  picked  up 
for  $500,000.  "I  am  determined,"  says 
the  young  millionaire,  interviewed 
Thames-side  on  his  boat,  "not  to  pay  a 
penny  to  the  taxman." 

At  17  Branson  started  a  student  maga- 
zine, convincing  well-known  writers  and 
artists  to  contribute  and  selling  ads  from 
a  pay  phone  near  school.  With  Beatle- 
mania  in  full  swing,  he  began  selling  al- 
bums through  the  magazine  at  steep  dis- 
counts from  the  record  store  prices.  The 
price-cutting  was  strictly  illegal  back 
then,  but  Branson  maintains  he  was  so 
young  and  innocent  he  wasn't  aware  of 
the  "retail  price  maintenance"  laws. 
Whether  his  "innocence"  was  real  or 
contrived  is  not  entirely  clear. 

In  1971,  when  British  postmen  in- 
voked their  God-given  right  to  launch  a 
thoroughly  disruptive  strike,  Branson 
converted  his  business  from  mail-order 
to  retail,  but  kept  his  mail-order  prices. 
From  that  lowly  beginning,  Branson's  18 
discount  record  houses  will  sell  over  3 
million  albums  this  year  for  around  $25 
million  in  sales. 

Branson  is  into  lots  of  other  things 
these  days — recording,  movie  houses, 
film  production.  Next  target:  Britain's 


Branson  of  Virgin  Records 
How  not  to  pay  a  penny  to  the 


book  publishing  and  retailing 
where  discounting  is  still  illeg 
If  the  established  bookmen  t 
take  legal  action?  Waving  Com 
ket  laws,  Branson  threatens 
them  before  the  European 
price-fixing.— Rosemary  Bailey 


Physician,  heal  thyself 

For  generations  Harvard  Business  School 
has  used  the  case-study  method  to  teach 
young  executives  how  to  manage. 
Recent  events  suggest  that  HBS'  own 
managers  have  become  a  case. 

In  anM.B.A  Magazine  poll,  Harvard  lost 
first  place  to  Stanford  as  the  nation's  top 
M.B.A.  factory. 

When  a  Wall  Street  Journal  story  report- 
ed that  HBS  taught  students  how  to  lie 
successfully,  Dean  Lawrence  Fouraker 
replied  testily  with  a  tirade  against  the 
press.  The  embarrassing  outburst  was 
richly  deserved  but  hardly  diplomatic. 

Harvard  University's  own  President 
Derek  Bok  in  a  report  to  alumni  last 
spring  criticized  the  narrowness  of  the 
school's  approach  to  business  in  an  era 
when  a  businessman  must  be  aware  of 
the  political  and  social  implications  of 
almost  everything  he  does.  In  fact,  far- 
reaching  changes  have  been  taking  place; 
faculty  and  alumni  have  felt  let  down  by 
the  school's  failure  to  make  the  outside 
world  aware  of  these  changes. 

Fouraker,  returning  to  the  faculty  after 
ten  years  as  dean,  will  be  replaced  by 
John  H.  McArthur,  45.  Canadian-born 
McArthur  taught  finance  at  HBS  and 
practiced  it  as  a  trustee  in  the  delicate 
and  immensely  successful  Penn  Central 


McArthur  of  Harvard  Business  Set  1  m 
More  diplomacy  in  communic 


reorganization.  Since  1975  he 
number-two  man  to  Fouraker 
into  administration  in  part  ow 
superior  negotiating  ability  h 
healing  the  rift  between  faculi 
belling  students  during  a  studi 
after  the  uprising  in  1970.— Shar 
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Forbes  Gift  Subscriptions 


For  the  executive  or  investor  who  has  yet  to  find  a  business  magazine  that  can  be  valued  and  enjoyed,  no 
gift  could  be  more  welcome  than  a  subscription  to  Forbes.  Every  other  week,  Forbes  covers  significant  trends 
in  finance  and  the  economy,  reviews  the  track  record  of  individual  companies,  offers  an  array  of  stock 
market  experts.  In  a  business  world,  where  so  much  news  is  routine,  Forbes  offer  the  exciting,  the 
unexpected  and  the  unique.  A  gift  subscription  to  Forbes  is  something  to  remember  and  be  remembered  by. 
To  order  use  the  gift  order  card  in  this  issue,  or  send  your  gift  list  to  Mr.  T.  York,  Forbes,  60  Fifth  Avenue, 
New  York,  N.Y.  10011. 


announcement  showing  the  Faberge1  ORANGE  TREE  EGG  above  will  be  sent  to  all  gift  recipients. 

Forbes  Gift  Rates 

One  1-year  gift  (26  issues) ...  $24 

Two  or  more  gifts  .  .  .  $20  each 

In  Canada,  please  add  $4  per  gift,  elsewhere  abroad  add 
$12  to  cover  additional  postage  and  handling. 
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Chances  are,what  you 
know  about  Bel  I  &  How  e 

is  now  out  of  date. 

At  one  time,  you  probably  thought  you  knew  about  Bell 
Howell.  But  certain  developments  may  have  left  you  unaware 
about  what  we  really  are. 

The  fact  is,  we've  been  making  significant  moves  for  som 
time  to  selectively  improve  our  position  in  information  systenlfi 
businesses  and  discontinue  our  involvement  with  those  prese* 
ing  less  growth  potential. 

What  really  has  emerged  is  a  new  Bell  &  Howell,  active  i| 
new  growth  businesses  that  emphasize  new  technologies.  In  c 
Specialized  Business  Equipment  line,  we  are  already  one  of  th 
"big  three"  microimagery  companies  and  a  leader  in  the  devel 
ment  of  automated  mail  and  remittance  handling  systems. 
In  our  Learning  Systems  and  Materials  line  of  business,  we  ar 
pioneering  the  development  of  video  systems  and  services  and 
offering  new  audio-visual  technologies.  In  our  Instrumentatio 
business,  we  are  advancing  the  state  of  the  art  in  industrial  an 
scientific  products.  And  across  the  board,  we  are  becoming 
increasingly  international  in  manufacturing  and  market 
development. 

Today,  all  our  activities  have  one  thing  in  common.  The) 
help  business,  industry  and  government  process,  manage, 
control  and  utilize  information  productively. 

Which  means  the  true  picture  of  Bell  oves  for^ard 

&  Howell  today  is  of  a  developer      Bea  &  ^oWf0^d^ 
and  supplier  of  information  systems \in  'wf°m 
for  work,  education  and  entertain-  jSSgg 
ment.  And  any  other  view  of  us  is 
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Donald  Frey,  Chairman  of  the  Board  and  Chief  Exe 


If  you  would  like  to  know  more  about  what  the  new  Bell  &  Howell  is  doing  today,  call  or  write  James  Ritchie,  Director  of  Corpora 
Relations,  Bell  &  Howell,  7100  McCormick  Road,  Chicagojllinois  60645  (312)  673-3300. 
®  BELL  e.  HOWELL  Information  systems  for  work,  education  and  entertainment 
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What  is  your 
reshold  of  pain? 


Volcker  and  his  fellow  Fed- 
e  governors  have  the  stomach 
th  their  tough  credit-tighten- 
1  they  chicken  out  under  pres- 
Congress  and  the  public,  both 
resume  their  rudely  interrupt- 
g  sprees?  Our  guess  is  that  the 
d  will  persist  past  the  time 
s  WP  QjB^y  "sound  money"  people, 
ders  among  them,  begin  beg- 
rcy. 

well  knows  that  punishment 
leiltatll  ;evere  as  1974 's  will  be  needed 
the  extreme  inflationary  ex- 
that  have  gripped  even  the 
line.  People  will  have  to  stop 
ouses  always  go  up  in  price," 
can't  lose  with  gold."  These 
ne  self-fulfilling  prophecies, 
veryone  knew  that  inflation 
worse,  but  most  people  still 
sion  that  they  as  individuals 
e  the  pain.  The  truth  was  that 
11;  financial  structure  was  close 
S> .  A  chain  reaction  was  setting 
prices  could  rise  by  15%  a 
ot  25%  ?  If  gold  could  sell  at 
nee,  why  not  $1,000?  If  paper 
ultimately  worthless,  why 
it  quickly?  The  Weimar  Re- 
ildn't  happen  here?  Perhaps 
fluid  a  responsible  head  of  the 
tiding  out? 

es  pointed  out  in  the  last  issue, 
escalation  of  price  increases  is 
sh  inflation  or  demand-pull 
t  OPEC  blackmail  inflation, 
fetime,  the  world  could  adjust 
boost  in  oil  prices — but  not 
%  in  one  year  and  almost 
reases  on  top  oithat.  The  re- 
embers  of  OPEC  themselves 
ontrol  to  lunatic  despotisms 
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like  Libya  and  Iraq.  The  only  way  left  to 
slow  the  oil-induced  inflation  was  to  re- 
duce consumption  of  oil.  It  would  take  a 
recession  to  do  that.  Bluntly,  Volcker  is 
out  to  cause  a  recession. 

College  professors  may  suggest  that 
gasoline  rationing  and  stricter  limits  on 
oil  imports  would  have  been  preferable  to 
18%  interest  rates  and  sudden  death  in 
the  housing  market.  But,  unlike  profes- 
sors, politicians  do  not  have  tenure.  How 
does  a  politician  decide  whether  to  let 
Houstonians  sweat  in  the  summer  or 
New  Englanders  shiver  in  the  winter? 
Whether  to  let  the  travel  industry  die  to 
save  the  petrochemical  industry?  Close 
schools?  Or  factories?  A  recession,  at 
least,  is  impartial  and  lets  the  market 
decide  how  to  cut  down  oil  consumption 
and  check  inflation. 

Friends  say  that  Volcker  is  deeply  trou- 
bled by  the  way  the  media  are  playing 
the  news  of  the  Fed's  strong  action. 
Here's  a  27-year-old  Kennedy,  dripping 
privilege  and  the  scorn  for  business  that 
often  accompanies  inherited  wealth.  He 
launches  a  vicious  attack  on  Volcker  and 
it  becomes  a  media  event.  But  few  re- 
porters describe  the  honorable  feelings 
that  motivate  men  like  Volcker — and  Ar- 
thur Burns  before  him — when  they  take 
tough  measures  to  restrain  the  inflation 
that  threatens  the  social  order  and  threat- 
ens inequities  far  worse  than  a  brief  reces- 
sion would  cause.  Alas,  a  callow  Kennedy 
who  has  never  held  a  real  job  is  thought 
sincere  and  feeling.  A  Volcker  is  per- 
ceived as  cold  and  forbidding. 

Americans,  especially  businessmen, 
are  big  for  demanding  that  "somebody 
do  something."  That  spirit  led  to  a  cer- 
tain amount  of  euphoria  after  Volcker 's 
fateful  Saturday  press  conference.  We 


predict  the  euphoria  will  fade  fast,  pres- 
sures will  mount  on  Congress  and  the 
President  to  stop  the  pain  and  business- 
men will  join  in  the  chorus.  The  nation 
is  approaching  a  real  test  of  will — in  this 
case  the  will  to  stop  inflation.  ■ 


When  the  Fed 
lost  control 
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Deposits — subject  to  reserves 
(seasonally  adjusted) 


In  its  battle  against  inflation 
through  the  use  of  controls  on 
bank  credit,  the  Federal  Re- 
serve Board  had  concentrated 
on  one  source  of  funds,  tradi- 
tional time  and  demand  de- 
posits, and  ignored  another  in- 
creasingly important  source, 
nondeposit  funds.  That  seri- 
ous oversight  was  corrected 
last  month  through  a  change 
in  regulations  that  brought 
these  exotic  sources  of  money 
under  reserve  requirements 
for  the  first  time. 


Nondeposit  funds 

(partially  seasonally  adjusted) 
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There  are  going  to  be  bankruptcies  and 
near-bankruptcies  ivhere  banks  have  done 
a  poor  job  matching  liabilities  and  assets. 

THE  WORST  IS 
YET  TO  COME 


By  Ben  Weberman 


All  bets  are  off  in 
the  fixed-income 
market.  Everybody 
who  borrows  and 
everybody  who 
lends — that  covers 
almost  all  of  us — are 
in  unknown  terri- 
tory. When  long- 
term  U.S.  Treasur- 
ies yield  10% -plus 
and  when  federal  funds  are  at  18%, 
then  all  bets  are  off.  Let's  face  the 
facts.  There  are  going  to  be  bankrupt- 
cies and  near-bankruptcies.  There  are 
likely  to  be  bank  failures,  especially 
where  banks  have  done  a  poor  job  of 
matching  liabilities  and  assets.  This  is 
a  very  serious  problem.  Suppose,  for 
example,  that  a  bank  has  made  long- 
term  loans  at,  say,  10%  and,  to  get  the 
money,  has  borrowed  short  term.  It 
may  be  paying  15%  or  even  20%  for 
the  short-term  funds  now,  leaving  a 
huge  red-ink  gap  between  the  cost  of 
the  money  and  the  10%  the  loan  is 
yielding.  There  is  plenty  of  this 
around. 

Then  there  are  lenders  who  under- 
took an  obligation  to  advance  money 
in  the  future — a  forward  commit- 
ment— at  a  rate  that  seemed  profit- 
able at  the  time  of  agreement  but 
which  is  now  well  below  the  market. 
Mortgages  are  a  major  example  of  this 
type  of  arrangement  because  it  takes 
60  days  and  longer  to  complete  ar- 
rangements. A  10%  mortgage  con- 
tract that  might  have  been  arranged 
last  summer  for  October-November 
takedown  is  today  worth  only  $89  for 
each  $100  of  principal. 

Another  problem  situation  involves 
leasing.  Banks  and  finance  companies 
were  tempted  into  leasing  because  the 
return  seemed  attractive,  the  credit 
was  collateralized  and  inflation  expec- 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine 


tations  carried  the  prospects  of  sig- 
nificant gain  in  the  equity  value  of  the 
leased  property.  But  try  supporting  a 
lease  figured  to  return  12%  when  you 
have  to  pay  16%  for  the  money! 

Not  just  the  commercial  banks  and 
finance  companies  are  in  deep  trou- 
ble. The  much  feared  disintermedia- 
tion  has -struck  the  thrift  institutions. 
Deposit  money  is  flowing  out  of  the 
thrifts  and  into  money-market  funds 
or  into  the  thrifts'  own  six-month 
money-market  certificates.  The 
thrifts  can  get  emergency  aid  from  the 
Federal  Home  Loan  Bank  if  they  are 
members  or,  in  some  cases,  from  state 
organizations.  But  their  profits  are  be- 
ing eroded  and  so  is  their  capital. 

Then  there  are  the  banks  and  deal- 
ers participating  in  Small  Business 
Administration  and  Farmers  Home 
Administration  credits.  These  loans 
involve  an  advance  commitment  to  a 
borrower  at  an  interest  rate  that  was 
once  significantly  higher  than  the 
yield  on  Treasuries  but  is  no  longer  so. 
Of  the  total  loan,  10%  is  nonguaran- 
teed  and  90%  is  federally  guaranteed. 
Most  lenders  have  followed  a  practice 
of  retaining  the  10%-nonguaranteed 
portion  and  selling  the  90% -guaran- 
teed part.  This  was  very  profitable 
because  the  full-faith-and-credit  U.S. 
guarantee  would  create  a  security 
comparable  to  a  U.S.  Treasury  issue 
and  the  price  would  be  high  enough  to 
bring  a  generous  and  almost  assured 
underwriting  profit.  But  few  such 
loans  are  today  worth  as  much  as  90 
cents  on  the  dollar;  in  effect,  the  lend- 
ers' equity  has  been  wiped  out,  at  least 
temporarily.  The  choice  for  institu- 
tions involved  is  to  take  a  big  price 
markdown  or  to  hold  on  by  borrowing 
short  term  at  a  cost  that  is  several 
percentage  points  higher  than  the 
yield  on  the  loan.  A  capital  loss.  Or  an 
operating  loss.  Not  a  nice  choice,  and 
not  all  of  the  originators  will  have  the 
resources  to  make  it. 

Even  the  money-market  funds  and 
certificates  carry  a  greater  sense  of 
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risk  than  in  the  good  old  da 
month  ago.  Many  of  the  func 
reached  out  to  foreign  banks 
eign  branches  of  U.S.  banks  fo 
dollar  deposits.  These  money- 
instruments  carry  greater  ris 
the  tightly  controlled  domestii 
icates  of  deposit  of  larger  ba 
major  European  institution  fai 
any  reason  could  have  a  domin 
that  would  shake  the  credit-1 
ness  of  other  institutions'  depc 

Who  got  us  into  this  mess? 
Federal  Reserve,  whose  actid 
cipitated  the  pending  bloodbat 
Fed  is  simply  trying  to  clean  u 
people's  messes.  The  Fed  is  trj 
dampen    inflationary  expeel 
Short-term  interest  rates  will 
high  until  the  Fed  succeeds  in  s( 
business  enough  to  reduce 
mands  for  credit.  Long-term  rai 
respond  to  judgments  about  th 
ability  to  slow  inflation. 

How  long,  oh  Lord?  I  would  g 
repeat,  guess — that  we  will  see 
erable  softening  of  business  by 
mas  and  a  beginning  of  the  rj 
tion  of  expectations  by  Febni 
could  be  May  1980  before 
progress  has  been  made  for  the  fount* 
consider  easing. 

When  the  turn  comes,  it  wr 
suddenly  and  the  bond  mark 
probably  respond  first.  Rem 
Treasury  9V8S  moved  down  ten 
in  three  weeks  to  89  from  99, 
yields  to  10.30%  from  9.30%  a:  j 
Fed's  program  was  announced 
should  rally  just  as  rapidly. 

It's  going  to  be  the  kind 
months  that  bankers  will  tel 
grandchildren  about,  but  it  will 
you  can  take  advantage  of  the; 
interest  rates,  my  advice  is  tcj 
small  amount  of  high-quality 
that  sell  at  discounts  because  tr. 
ry  a  low  coupon.  As  interest  rai 
the  more  recent  issues  that  ar 
ing  out  with  extraordinarily 
yields  and  coupons  will  be  ca. 
redemption.  Investors  will  ge 
their  cash  and  will  have  to  h 
reinvestment  at  a  time  of  mucl 
interest  rates.  But  if  you  buy 
haeuser  7.95s  of  2006  at  78  yl 
10.40%  to  maturity,  the  cha 
early  refunding  is  low. 

I  like  today's  rates.  Inves 
carry  great  risk  in  this  market 
sphere,  however.  There  is  noi 
ance  that  I  won't  like  Januar 
yield  levels  even  better.  Play 
tiously.  Tell  me  what  OPEC  1 
and  I  will  have  a  better  handle  ml 
interest-rate  outlook.  ■ 
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How  to  put  65  of 
our  brokerage 

ommissions  back  into 
he  market. 


expa 
st  rates  will 


to  reduce 
Long-term  n 
ents  about 


t  we  will  sa 


comes,  if 


ved  down  t( 


is  rapidly. 
ie  the  lam 


si  [s  things  now  stand,  not  even  active 
stors  can  ever  be  fully  invested, 
liable  part  of  their  money  is  paying 
er  commissions. 

idelity  Brokerage  Services  is  a  smart 
to  change  all  that.  For  openers,  we 
>e  up  to  65  %  less  in  commissions. 

(business!]  oreover,  the  professional  services 
need  as  an  independent  investor  are 
ily  available.  Executions  are  prompt, 
ounts  are  accurately  maintained. 
tst  of  all,  credit  balances  awaiting 
vestment  will  earn  interest  at  rates 
to  current  money  market  yields, 
you'd  like  to  have  substantially  more 
it  in  the  market,  turn  to  an  estab- 
l  d  firm  that's  turning  things  around. 
Fidelity  toll-free  or  return  our 
will  t|,on  today. 
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Call  Free 
(800)  343-6530 

In  Mass.  Call  Collect  (617)  367-9569 
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FIDELITY 


BROKERAGE  SERVICES  INC 


!  mber  of  the  Fidelity  Management  Group  serving 
JJl     ,r50,000  investors  worldwide. 


if  Market 


Fidelity  Brokerage  Services,  Inc. 
P.O.  Box  2698,  Dept.  JB  1 1 1279 
201  Devonshire  St. 
Boston,  MA  02208 

Please  send  complete  information 
regarding  your  services. 

NAME 
ADDRESS 


CITY 


STATE 


ZIP 


TELEPHONE  ^. 

Members  NASD  SliK 
I  .  

*Based  on  a  survey  of  leading  full-service  firms,  March,  1979. 


Stock  ( Comment 


Fed  measures  will  aggravate  whatever  re- 
cession we  already  have,  but  is  it  not  better 
to  risk  chills  than  to  die  of  pneumonia? 

THE  BITTER 
PILLS 


MONEY  &  INVESTME 


By  Heinz  H.  Biel 


Fed  Chairman  Paul 
A.  Volcker  didn't 
bother  to  put  a  sugar 
coating  on  the  pills 
he  made  us  swallow 
last  month.  Nobody 
was  expected  to  like 
those  pills,  which 
were  very  bitter  in- 
deed, but  most  peo- 
ple, including  Presi- 
dent Carter,  at  least  at  first,  realized 
that  something  of  this  nature  had  to 
be  done.  Otherwise  we  might  as  well 
kiss  the  dollar — as  we  have  known 
the  dollar  in  the  past — goodbye. 

When  you  raise  the  entire  interest 
structure  by  one  full  percentage  point 
on  top  of  the  numerous  prior  in- 
creases, a  certain  degree  of  financial 
upheaval  is  to  be  expected.  Holders  of 
long-term  and  medium-term  bonds 
have  suffered  losses  running  into  the 
tens  of  billions  of  dollars.  It  is  more 
than  a  bit  unnerving  to  see  a  U.S. 
Treasury  bond,  supposedly  the  safest 
investment  money  can  buy,  sell  down 
to  the  low  80s  (the  8s  of  2001,  for 
instance). 

For  the  first  time  in  a  very  long 
while  the  cost  of  borrowing  now  ex- 
ceeds the  rate  of  inflation,  i.e.,  before 
allowing  for  the  tax-deductibility  of 
interest.  To  be  sure,  there  are  some 
people  who  don't  care  much  what  the 
interest  rate  is,  as  long  as  the  monthly 
payment  is  manageable.  A  more  ra- 
tional person,  however,  will  think 
twice  before  using  credit,  unless  it  is 
absolutely  necessary.  This  is  exactly 
what  Mr.  Volcker  had  in  mind. 

Before  borrowing  in  order  to  carry  a 
larger  inventory  than  needed,  one 
must  have  rather  strong  convictions 
that  prices  will  continue  to  rise.  Also, 
one  might  get  hurt  quite  badly  if  one 
buys  a  house  or  condominium  as  a 

/  ieinz  H.  Biel  is  a  vice  president  of  the  M'SE 
firm  of  Jarmey  Montgomery  Scott. 


speculation  rather  than  as  a  residence. 
And  that  goes  for  farmland,  too.  All 
this  is  meant  to  slow  things  down,  to 
cool  off  the  inflation  mentality.  Un- 
fortunately it  is  probable  that  these 
monetary  measures  will  tend  to  aggra- 
vate whatever  recession  we  already 
have.  That  is  too  bad,  but  is  it  not 
better  to  risk  the  chills  than  to  die  of 
pneumonia? 

Whether  we  have  the  fortitude  to 
tolerate  the  Fed's  bitter  pills  is  a  major 
uncertainty.  The  President  and  other 
politicians  already  show  signs  of  cav- 
ing in.  It's  a  pity  that  Mr.  Carter  is  not 
a  lame  duck  this  year;  that  might 
stiffen  his  backbone. 

The  stock  market  suffered  a  major 
selling  wave  that  just  about  wiped  out 
all  the  gains  of  the  past  several 
months.  Some  of  the  selling  came 
from  investors  who  did  not  want  to 
carry  stocks  on  margin  at  an  interest 
cost  of  15%  or  16%.  Others,  seeing 
what  was  happening  to  bonds,  fol- 
lowed the  old  rule:  When  in  doubt, 
sell!  Still  others  were  frightened  out  of 
their  wits  by  panic-mongers  on  net- 
work TV  who  said  sell  everything  and 
buy  gold. 

I  see  no  reason  for  such  abject  pessi- 
mism. If  we  allow  the  strict  monetary 
policy  to  be  effective,  our  economy 
will  be  sounder,  our  currency  more 
trustworthy,  and  our  stock  market 
will  rest  on  a  more  solid  foundation.  If 
Mr.  Volcker's  policy  fails  to  reduce  the 
pace  of  inflation,  we  will  be  in  the 
same  bad  shape  as  before.  In  that 
event  again  I'd  rather  have  good 
stocks  than  bonds  or  any  other  dollar- 
denominated  investment. 

This  is  perhaps  an  appropriate  time 
to  make  a  few  comments  on  bonds. 
They  are  addressed  to  the  individual, 
not  the  institutional  investor.  Al- 
though I  am  known  in  The  Street  as  a 
guy  who  hates  bonds,  I  realize  that 
under  certain  circumstances  there  is  a 
place  for  bonds  in  an  individual's 
portfolio.  Even  my  wife  has  a  few, 
very  short-term  and/or  tax-exempt, 


despite  my  strong  basic  mi1 

The  recent  upheaval  in  t 
market  taught  investors  a  fev 
that  should  be  learned  and 
bered  by  all  who  own  bond 
considering  buying  them.  Fir 
it  is  almost  invariably  true  1 
easier  to  buy  bonds  than  to  s^ 
In  fact  in  some  instances  it  is 
impossible  to  get  rid  of  thenj 
at  ridiculous  sacrifice  pnct 
goes  especially  for  unlisted  bo 
can  easily  sell  them  by  the  i 
but  try  to  get  just  a  quote  d 
spective  sale  of  five  or  ten  be 
to  mention  a  reasonable  bid 
the  market.  Listed  bonds  at 
on  your  broker's  quote  machi 

If  you  want  to  own  gov 
bonds,  buy  U.S.  Treasury  bo 
agency  bonds.  The  slight  vie 
ential  does  not  offset  the  d 
tages.  The  other  day,  for  il 
long  before  the  apres-Volcker 
the  bond  market,  a  client  w 
sell  $20,000  (par  value)  Intel 
can  Development  Bank  bond 
AAA  bonds  are  quoted  dail" 
paper  with  a  reasonable  h 
spread  between  bid  and  ask 
bonds  were  registered  in  the 
name  and  the  amount  was 
small  odd  lot,  as  far  as  gov 
bond  dealers  were  concerned, 
bid  that  could  be  found  v 
points  (!)  below  the  true  mai 
registered  bonds  often  trade 
count,  don't  register  bonds 
stock  certificate.  Especially  v 
exempts,  stick  to  coupon  bon 

Because  inflation  has  caus< 
people  to  "advance"  into  eve 
tax  brackets,  you  don't  ha\< 
wealthy  to  benefit  from  tax 
tion  of  at  least  part  of  your 
Such  bonds  are  very  easy  to 
most  of  the  time  you  don't  ev 
commission,  as  tax-exempts 
are  traded  "net,"  which  gives 
wary  investor  the  illusion  oi 
something  for  nothing.  But 
not  so  easily  sold,  especially 
few  bonds  are  involved  or  the 
an  obscure  school  district  son 
in  the  wilderness.  Again,  a  re 
bond  merely  aggravates  the  pi 

The  easiest  solution  is  to 
short-term  bonds  that  you  ii 
hold  to  maturity,  in  which 
does  not  matter  whether  or  i 
are  registered.  Finally,  neve 
that  as  long  as  the  present  i 
rate  continues,  even  a  fu, 
exempt  8%  return  means  that 
losing  "only"  5%  a  year.  Thai 
hate  bonds.  ■ 
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U.  BE  SWITCHED  ON  BY  COAL 
FOR  YEARS  TO  COME 


Over  92%  of  our  electricity  is  generated  by  coal.  Only  1%  by 
oil.  The  rest  by  hydro  and  natural  gas.  And  we  have  coal 
supplies  located  adjacent  to  most  of  our  plants  sufficient  to 
fuel  all  present  and  planned  generating  units  for  the  life 
of  the  plants. 

Send  for  a  copy  of  the  1978  annual  report. 
Utah  Power  &  Light  Co.  Dept.  F119 
P.O.  Box  899, 

Salt  Lake  City,  Name  

Utah  84110  Address   


ulafi 


City 


State 


Zip 


New  issues  of  securities  are  offered  only  by  means  of  Prospectus,  and  this  message  is 
neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  302-303 
of  this  issue  for 

Forbes 
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WELL-KEPT 
SECRET 


Most  of  our  guests  have 
been  our  guests  before. 
And  what  they  know 
about  us.  they  keep  to 
themselves.  With  good 
reason.  Because  if 
everybody  were  in  on  the 
secret,  they  would  find  it 


next  to  impossible  to  make 
a  reservation. 

7309&e  B/e>iMle._  ' 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd&  3rd  Aves.) 
N  Y  C.  753-8450-1 


Stock  'lfends 


Anybody  who  buys  a  purported  "ini 
merit"  from  an  unknown  source  deser 
everything  he  or  she  gets — or  doesn 't  get 

JUNK  MAIL 
INDICATOR 


By  Ann  C.  Brown 


If  ever  there  was  a 
time  to  buy  stocks, 
it  has  to  be  now. 
Never  mind  that  in- 
terest rates  are  in 
never-never  land 
and  inflation  shows 
few  signs  of  abating. 
Overlook  the  fact 
that  both  inven- 
tories and  unem- 
ployment are  on  the  rise  while  pro- 
ductivity is  in  the  pits.  Ignore  the 
Russians  running  around  Cuba,  Presi- 
dent Carter  running  around  the  coun- 
try and  Teddy  Kennedy  running  or 
not  running,  depending  upon  who 
spoke  with  him  last.  The  secret  to  the 
future  direction  of  the  stock  market 
lies  behind  the  door  of  my  apartment- 
house  mailbox. 

In  recent  weeks  I  have  been  inun- 
dated with  opportunities  to  buy  ev- 
erything from  foreign-currency  de- 
nominated mutual  funds  to  made-yes- 
terday "limited  editions"  of  Mother 
Goose  figurines.  There  have  been  of- 
ferings of  strange  stamps,  wines  of 
questionable  ancestry  and  acres  of 
what  looks  to  me  like  the  American 
equivalent  of  the  Australian  outback. 
And  then  there's  gold.  Glittering  invi- 
tations to  stash  away  jewelry,  coins 
and  more  bullion  than  a  sheikh's 
purse  could  bear.  I've  read  pamphlets 
on  how  to  profit  from  pork  bellies, 
form  letters  promoting  oil-and-gas- 
participations  and  auction  notices  ad- 
vertising sales  of  Audubon  prints,  Au- 
busson  rugs,  autograph  collections 
and  classic  cars.  If  all  these  items  are 
going  up,  up,  up  in  price,  I  can't  help 
but  wonder  why  everyone  is  so  will- 
ing to  part  with  them.  As  far  as  I'm 
concerned,  anybody  who  buys  any- 
thing that  purports  to  be  an  "invest- 

Ann  C.  Brown  is  executive  vice  president  of  the 
New  York  investment  firm  of.Melhacio,  Flynn  & 
Associates. 
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ment" from  an  unknown  and  u 
ited  source  deserves  everything 
she  gets — or  doesn't  get,  whic 
be  more  to  the  point. 

It's  not  that  I'm  opposed 
ownership  of  tangible  goods;  o^ 
years  I've  accumulated  more  trj 
share.  What  bothers  me  is  thj 
rently  millions  of  people  are  frai 
ly  buying  "collectibles"  out  ( 
rather  than  out  of  knowledge  0] 
or  for  the  purpose  of  enjoymerj 
often  these  buyers  are  unaware! 
hidden  costs  associated  with  tJ 
chase  of  these  items — high  co 
sions,  low  liquidity,  substantia 
and  property  taxes,  hefty  ins 
premiums,  endless  maintt 
charges  and  the  absence  of  divj 
etc.  Relatively  speaking,  equit! 
cheap  collectibles  to  own  and 
nearly  half  the  stocks  on  tl 
Board  selling  at  or  below  book 
they  are  currently  cheap  to  buy 

As  most  followers  of  this  ci 
know  by  now,  I  am  particula 
tracted  to  companies  that 
things  to  people  in  these  days  c 
ing  energy  costs  and/or  shortag 
special  interest  are  companies 
broadcasting  and  publishing 
tries.  In  the  past  I  have  had  go 
tune  in  recommending  Am 
Broadcasting  (39),  John  Blair  (19 
ital  Cities  Broadcasting  (42),  CB 
(47),  LIN  Broadcasting  (45),  Viaa 
ternational  (30),  Taft  Broadcastin 
McGraw-Hill  (24),  Time  Inc.  (42) 
Mirror  (32),  and  Warner  Comm 
Hons,  Inc.  (36).  In  addition  to 
growth  potential  I've  been  imp 
by  the  way  these  stocks  have  1 
ered  the  last  two  October  mass. 

If  I  had  to  single  out  one  co\ 
from  the  aforementioned  array 
dia  merchants,  it  would  be  \ 
Communications.  Earlier  thi 
tumn,  American  Express  offe 
buy  a  half -interest  in  Warner's 
television  assets  for  a  generou: 
million.  Warner  Communicatic 
a  big  lead  over  other  cable  com  I 
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■    of  us  unique  "QUBE"  two- 
'D  (jncp  le  system  which  allows  view- 
][  kalk  back  via  their  TV  sets. 
MtQP  terrier's  technological  know- 
id  American  Express'  consum- 
eting  expertise  (and  fat  bank- 

Li  s  joint  venture  company  could 
o  be  a  very  successful  one. 
tie  record  and  movie  divisions 
\  ier  Communications  are  still 
f  sbone  of  present  and  immedi- 
re  profits,  the  expanding  cable 
has  exciting  possibilities, 
liluted  earnings  for  Warner 
inications  are  estimated  to  be 
er  share  for  1979.  In  1980, 
so  seems  attainable. 
rBros.  Inc.  ( 14)  is  also  involved 
p  television  but  mainly  as  a 
tor  of  the  actual  cable  itself 
manufacturer  of  microwave 
e  to  detect  satellite  signals.  In 
,  the  company  is  a  major  sup- 
specialized  products  used  in 
[  mining,  telephone  and  oil- 
drilling  industries.  After  sev- 
aieiUM»s  of  building  a  national  distri- 
;d  with t  nd  service  network,  it  appears 
ixter  Bros.'  hard  work  has  paid 
dsomely.  For  the  year  ended 
9  the  company  reported  earn- 
i2.60  per  share,  vs.  $1.20  a  year 
sence  of  dii  die  the  rise  in  interest  rates 
l  S;ke  the  cost  of  carrying  inven- 
to  own  an  omewhat  higher,  the  com- 
•  >roduct  line  is  likely  to  be  rea- 
recession-proof,  particularly 
is  not  an  important  factor  in 
struction  industry.  For  now, 
ird  a  guesstimate  of  $3  or  so 
efor  1980. 

new  names  in  communica- 
at  look  promising  for  individ- 
estors  arc  Lee  Enterprises  (21 
'timedia,  Inc.  (28).  Lee  Enter- 
rwns  several  radio  and  televi- 
sions in  addition  to  publishing 
)er  of  newspapers.  While  a 
cquisition  may  keep  this  Sep- 
45],  Ua  fiscal  year's  earnings  about 
ith  last  year's  $2.16  per  share, 
npany  is  poised  to  resume  its 
arnings  growth  in  1980,  with 
:r  share  a  reasonable  estimate, 
media  is  located  in  the  fast- 
southeastern  U.S.  and  owns  a 
ewspapers  plus  radio  and  tes- 
tations. At  present,  the  com- 
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in  the  process  of  acquiring  its 
woUl(j  be  le  system.  Multimedia's  earn- 
'e  more  than  doubled  over  the 


years  from  $1.05  per  share  in 
$2.35  in  1978.  For  the  year 
this  December,  $2.75  is  esti- 
ind  next  year  $3.15  or  better 
)ssible.  ■ 


Manageable  MiniContracts. 
They  let  you  trade  a  commodity 
portfolio,  not  just  a  position. 


With  $5,000  you  might  be  able 
to  trade  only  one  larger-size  contract 
With  MiniContracts,  you 
could  take  positions  in  several 
commodities.  You  diversify 
your  risk  and  your 
opportunity.  Ask  your 
broker  or  write: 


MidAmerica 

Q Commodity 
Exchange 

The  Marketplace  for  MiniContracts 

Dept.49 , 175  W.  Jackson,  Chicago,  IL  60604 
1312)435-0606 


Here's  one  money  market  fund 
that  doesn't  penalize 
the  larger  investor. 

FDIT  has  a  cost  structure  that  favors  investors  of  $10,000  or 
more.  With  a  minimum  initial  investment  of  only  $5,000,  FDIT  offers  high 
money  market  yields,  free  checkwriting  of  $500 
or  more,  and  no  early  withdrawal  penalties. 

Call  Free 
(800)  225-6190 


In  Mass.  Call  Collect  (617)  726-0650 


h 


i 

i 
i 

■ 


■  Fidelity 

■  Daily  Income 
Trust 

RO  Box832.Dept  JB  111279 

82  Devonshire  St..  Boston.  Mass  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


Name 


Address 


City 


Zip 


Company 


Telephone 


Retirement  Plan  Information:  Keogh  □  403B  □ 
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Commodities 


Copper  was  the  beneficiary  (or  the  victim — 
take  your  pick)  of  the  panicky  flight  from 
paper  money  into  physical  assets. 

THE  RED  METAL 
GLITTERS,  TOO 


money&investmf; 


By  Stanley  W.  Angrist 

It's  a  little  bit  like 
chicken  pox.  Re- 
member when  one 
of  your  kids  got 
chicken  pox  and  you 
knew  it  was  only  a 
matter  of  a  few 
weeks  before  all  of 
the  kids  in  the  fam- 
ily would  get  chick- 
en pox?  There  was 
nothing  you  could  do  about  it  except 
hope  they  wouldn't  scratch  them- 
selves too  much.  And  surely  it  is  the 
chicken-pox  pattern  that  the  copper 
market  has  exhibited  in  recent  weeks. 

There  is  no  obvious  case  for  a  bull 
market  in  copper  and  yet  copper  has 
been  looking  like  a  bull,  walking  like  a 
bull  and  smelling  like  a  bull.  There  is 
no  doubt  in  my  mind  that  the  red 
metal  caught  bull  fever  from  its  more 
lustrous  cousins — gold,  silver  and 
platinum.  In  one  brief  period  copper 
went  limit-up  five  days  in  a  row,  with 
the  December  contract  rising  from 
87.50  cents  per  pound  to  $1.10,  pro- 
ducing a  gain  for  longs  of  more  than 
$5,600  per  contract.  After  that  spec- 
tacular rise,  it  backed  off  for  a  few 
days,  then  touched  $1.19  per  pound 
three  days  later,  adding  another 
$2,250  to  the  bulls'  purses.  The  chart 
gives  a  picture  of  contagion  at  work. 
(Each  1-cent  move  in  copper  is  worth 
$250  per  contract.) 

My  interpretation  of  this  bullish 
move  is  quite  simple:  With  gold  and 
silver  exploding  and  traders  unable  to 
establish  long  positions  because  of 
daily  limits,  they  turned  to  the  only 
metal  in  which  they  could  get  buy 
orders  filled — copper.  (I  wonder  if  any 
of  these  traders  ever  tried  to  give  any- 
one a  copper  engagement  ring?)  Cop- 
per was  the  beneficiary  (or  the  vic- 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


tim — take  your  pick)  of  the  flight 
from  paper  money  into  physical  as- 
sets. During  the  madness  that  pre- 
vailed in  the  latter  half  of  September 
and  into  early  October  most  traders 
were  willing  to  exchange  dollars  for 
anything — even  if  it  weren't  in  great 
demand  and  supplies  were  more  than 
adequate — like  copper. 

Pervasive  periods  of  bullishness  (or 
bearishness)  frequently  sweep  the 
commodities  markets,  and  about  all  a 
prudent  trader  can  do  is  try  to  climb 
aboard  the  trend  not  too  late,  then  try 
to  get  off  before  the  market  comes  to 
its  senses.  Waiting  too  long  in  one  of 
these  moves  is  frequently  fatal  as  you 
might  not  be  able  to  exit  for  quite  a 
few  days.  Everyone  trying  to  get  out  at 
the  same  time  is  analogous  to  what 
happens  when  the  whorehouse 
catches  fire — everybody  leaves — girls 
and  customers  alike. 

The  reason  the  run-up  in  copper 
made  no  sense  to  me  is  based  largely 
on  the  fact  that  copper  use  does  not 
expand  in  a  recession.  Recently,  we 
have  witnessed  a  1.9%  rise  in  busi- 
ness inventories,  the  largest  monthly 
gain  since  September  1974.  August 
also  witnessed  a  1.1%  drop  in  the 
index  of  industrial  production.  How- 
ever, one  ongoing  bullish  develop- 
ment that  traders  have  learned  to 
count  on  is  the  transport  delays  that 
copper  encounters  from  Zambia  and 
Zaire.  (Zambia  and  Zaire  are  the  fifth- 
and  sixth-largest  producers  of  copper 
in  the  world;  the  U.S.  and  Chile  are 
numbers  one  and  two,  respectively.) 

If  the  Federal  Reserve  sticks  to  its 
resolve  to  hold  down  inflation  by  con- 
trolling the  monetary  aggregates  and 
reducing  the  ability  of  banks  to  lend, 
there  is  no  way  we  can  avoid  a  reces- 
sion of  some  note.  This  has  got  to  be 
bearish  for  copper.  Copper  would  in- 
deed be  fortunate  to  be  able  to  main- 
tain its  price  in  the  face  of  a  real 
slowdown.  Keep  in  mind  that  both 
the  auto  and  construction  industries 
are  major  users  of  copper. 


Price  action  in  copper  will  c 
to  be  volatile  just  as  in  the  i 
metals.  Once  liquidation  star) 
lieve  it  could  carry  for  a  sub] 
distance.  Therefore,  traders  ij 
prepared  to  withstand  some 
sailing.  Because  of  the  recent 
ity  in  copper  the  exchange  ha| 
margin  requirements  from  $l| 
an  outright  long  or  short  pos) 
$4,000;  the  margin  on  a  spr 
gone  up,  from  $250  to  $600.  I 

I  would  recommend  goini 
March  1980  copper  above  94  a 
pound.  Because  the  market  is! 
believe  it  is  necessary  to  allow 
an  8-cent  risk  ($2,000  per  cont 
is  not  unreasonable  to  expect  tj 
selloff  copper  could  drop  to  78 
so,  which  is  about  $4,000  p 
tract.  But  hold  tight,  it  wouL 
exciting  ride! 

Less  venturesome  traders 
want  to  try  a  copper  spread 
March  1981 /short  March  IS 
points  or  less  premium  Marc 
The  spread  could  easily  mov( 
800  points  or  more  if  the  cc 
were  to  go  into  a  near-full  ( 
charge  array.  Such  a  move  w 
worth  more  than  $1,700  per  s 
would  risk  no  more  than  20C 
($500  on  each  spread).  Rou 
commission  on  a  straight  1 
short  position  is  around  $50 
spreads  cost  about  $60.  ■ 


Epidemic 


:pl 

Copper  evidently  came  down 
the  same  bull  fever  recently  n 
in  gold,  silver  and  platinum.    |aj ,,[ 
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Psychology  <SL  Investing 


Money 
Talks 


Part  of  the  money 
you  give  the  American 
Cancer  Society  helps 
the  International 
Association  of 
Laryngectomees  help 
thousands  of  people 
to  learn  to  talk  again 
after  their  voice  boxes 
have  been  removed. 

Give  to  the 
American  Cancer 
Society. 


American 
Cancer 
Society 


THIS  SPACE  CONTRIBUTED  BY 
THE  PUBLISHER  AS  A  PUBLIC  SERVICE 


S NEED  MONEY 
FOR  BUSINESS? 

Use  InterFinance's  HANDBOOK  OF  BUSINESS  FI- 
NANCE &  CAPITAL  SOURCES  ...  the  "most  compre- 
hensive collection  ot  practical  'who,  what,  where, 
how  and  why'  financial  source  information"  ...  in- 
cludes comprehensive,  easy  to  read  text  ...  and 
more  than  1000  leading  financial  institutions,  along 
with  their  investment  requirements. 

WRITE  FOR  FREE  BROCHURE  TO: 

Dept.  FS       InterFinance  Corp., 

305  Foshay  Tower,  Minneapolis,  MN  55402 


1L'  M8DELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310^ 


Thanks  partly  to  the  Feds  Paul  Volcker} 
people  with  the  smallest  nest  eggs  k 
become  concerned  about  their  frem 
speculative  and  consumer  purchases. 

SANITY  AGAIN 
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By  Srully  Blotnick 


"I  can't  take  much 
more  of  this,"  said  a 
54-year-old  lawyer 
in  Atlanta.  "It's 
scary.  Been  keeping 
me  up  nights,"  said 
a  49-year-old  pub- 
lishing executive  in 
Philadelphia. 

Nice  going,  Paul 
Volcker.  It's  work- 
ing. You  are  scaring  the  speculative 
and  inflationary  expectations  out  of  a 
good  portion  of  my  investor  sample — 
and  thus,  almost  certainly,  out  of  the 
entire  population.  A  significant  shift 
in  investor  expectations  and  buying 
plans  occurred  during  October.  How- 
ever, the  stock  market's  abrupt  de- 
cline on  record  volume  affected  people 
in  different  income  groups  very  differ- 
ently. The  differences  are  highly  sig- 
nificant. They  suggest  that  we  may  be 
returning  to  financial  sanity. 

For  the  last  22  months  investors  in 
the  lower-income  group  (median  in- 
come: $24,000)  have  been  growing  in- 
creasingly buoyant.  Their  attitude 
was  simple:  Galloping  inflation  was 
providing  them,  as  well  as  everyone 
else,  with  an  exciting  opportunity  to 
make  speculative  profits  and  also  to 
live  well. 

A  36-year-old  technician  earning 
$25,000  a  year  at  a  carpet  manufactur- 
ing firm  said  in  July:  "Everything  I've 
put  money  into  in  the  last  few 
months  has  gone  up  in  price — old 
glassware,  stamps  and  silver."  The 
majority  of  people  in  the  lower-in- 
come group  had  come,  by  September, 
to  share  his  view:  There  were  great, 
speculative  fortunes  waiting  to  be 
made.  Buy  a  house,  buy  a  car,  buy  a 
ring.  "Invest"  in  lithographs,  old  cam- 
paign buttons — it  really  doesn't  mat- 

Dr.  Sntllv  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 
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ter.  Anything  you  can  buy — esj 
on  borrowed  money — is  a  good  mil  v 

A  similar  view  also  prevailec 
daily  expenditures  were  con 
As  a  41 -year-old  employee  i 
$24,600  at  a  trucking  concern 
"Why should  I  save?  The  mone  (M^51 
in  the  bank  is  evaporating.  A 
dough  I  borrowed  will  be  a  bu 
repay.  Inflation  is  making  m) 
smaller  every  month."  Most 
others  in  his  income  brack 
come,  by  early  fall,  to  share  h 
look:  Live  now,  pay  for  it  later 
inflated  dollars. 

Those  in  the  middle-income 
(median  income:  $56,000)  agr< 
though  their  attitudes  containe 
more  caution.  "I'd  like  to  be  coi 
tive,"   said  a  49-year-old  m 
whose  salary  at  an  office  equi 
manufacturer  is  $58,000.  "I 
have  been.  But  it  no  longer 
sense.  Times  have  changed, 
wife  and  I  don't  take  a  trip  soci 
cost  much  more  later." 

To  a  large  extent  despair  hac 
gamblers  of  people  who  pre\ 
weren't.  Instead  of  fighting  the 
they  finally  decided,  as  one  put 
go  with  the  flow." 

This  kind  of  thing  can  be  fun 
it  lasts,  but  it  nearly  always  en 
collapse.  Increasingly,  the  qu 
had  become:  How  do  you  stop 
flation-induced  speculative  frer  mi 

Scaring  people  about  ini 
wasn't  going  to  work.  It  was  th( 
of  the  damage  inflation  was  gC 
cause  that  got  them  to  start  spq 
so  impulsively  on  art,  houses  a 
cations  in  the  first  place.  The 
you  warned  them,  the  more 
speculated. 

Appeals  to  patriotism  and  to 
mon  sense"  didn't  go  very  far 
in  stopping  the  merry-go-round, 
ever,  the  stock  market's  O 
plunge  did.  It  scared  everybody 
not  equally. 

What  my  data  clearly  show 
lower-  and  middle-income  inv< 


orow 
If  mi 
ay  am 
last 


coocen 

eir 
ircl 
at  tht 

lec 
sail 


HOW; 

mis 


t. 

mp 

US]  J 

B  ti  : 

ea 


Ian; 


lfjur 

ds  o: 

aire 
isalal 
ksiC 

OjK 
ttys 


ov. 

M 


292 


iY  ik  INVESTMENTS 


I  jrm 
kes, 

m 


canbuy — e 
ey— is  a  got 
ilso  prevail 
s  were  coi 
employee 
Mg  concenl 


now  have  been  significantly 
imistic  than  higher-income 
,  have  suddenly  become  the 
Lower-  and  middle-income 

are  now  significantly  more 
tic  instead. 

income  investors  were  less 
two  reasons,-  not  only  are 
er  able  to  handle  the  debts 
irred  during  the  speculative 
11  be  easier  for  them  to  gener- 
rantial  amounts  of  new  in- 
capital  from  their  regular 


,  to 


a  dramatic  and  unexpected 
itil  September  the  wealthy 
>rried  and  the  poor  were 
By  mid-October  it  was  the 
ly  around.  The  party  was 
last  the  right  people — the 
on  i  the  smallest  nest  eggs — had 
oncerned  about  the  frenzied 
their  own  speculative  and 
r  purchases. 

at  they  liked  it,  mind  you. 
:ome  tacjddle  class  always  gets  it  in 
"  said  one.  "Why  does  the 
have  to  improve  at  the  ex- 
my  job?"  asked  another, 
no  way  I'm  going  to  be  able 
\  house  now.  I  thought  I  had  a 
coming,"  said  a  third. 
>rs    in    the  higher-income 
edian  income:  $92,000)  were 
by  the  sudden  decrease  in 
i  bond  prices.  Nevertheless, 
ized  that  the  pain  they  were 
ing  would  ultimately  benefit 
*omy  and,  hence,  them.  "I'm 
y  to  be  losing  money,"  said 
>8-year-old  ophthalmologist 
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led  $255,000  last  year,  "but 
'  lose  a  little  now  than«//  of  it 
$90,000-a-year  account  ex- 
t  an  ad  agency:  "I  don't  like 
more  than  the  next  guy. 
lg  had  to  be  done,  though, 
h  I  do  know." 
VHn:  |ioes  it  all  mean  to  you?  Al- 
culative Ipught,  money,  liquidity,  has 
}  begun  to  matter  again.  The 
rkltwasi  Y  now  distinctly  looms  of 
Lg  bargains — bargains  in 
in  bonds,  in  stocks,  bargains 
ids  of  property.  But  how  do 
advantage  of  these  bargains 
our  capital  is  tied  up  in  sud- 
lsalable  Norman  Rockwell 
hs?  Or — worse  yet — if  you've 
:  your  head  in  buying  a  house 
expectations    that  "house 
.vays  go  up  15%  a  year"?  In 
ng  months  being  free  of  debt, 
quid  resources  or  uncomrn.it- 
flow  will  be  a  tremendous 
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In  today's  nervous  stock  market,  should  you. . . 

Buy?  Sell? 
Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1  700  other)  fast-changing  stocks? 


AMERADA  HESS  CORP 
AMER  MOTORS 
AMER  TEL  &  TEL 
BOEING 

DOW  CHEMICAL 
EXXON  CORP 
GEN  L  MILLS 


GEN  L  MOTORS 
GREYHOUND  CORP 
GULF  OIL 

HOLIOAY  INNS.  INC. 
HOUSTON  OIL  &  MINERALS 
McOERMOTT  (J  RAY)  &  CO. 
PEPSICO.  INC 


RALSTON  PURINA 
SCOTT  PAPER 
SOUTHERN  CO. 
SQUIBB  CORP 
SYNTEX 
TEXACO.  INC. 
WHIRLPOOL  CORP. 


We've  picked  the  21  stocks  above  for 
illustration— from  more  than  1700 
regularly  covered  by  The  Value  Line 
Investment  Survey— because  each 
has  recently  been  on  the  "most  ac- 
tive" list  and  may  therefore  be  of 
special  interest. 

The  stock  market,  and  the  investment 
values  therein,  are  now  going  through 
a  great  deal  of  rapid  change.  This  is 
no  time  to  sit  on  your  hands.  It  is 
urgent,  we  think,  that  you  check 
without  delay  every  stock  that  in- 
terests or  concerns  you  to  see  if  it 
currently  offers  the  investment 
credentials  most  important  to  you.  To 
illustrate,  let's  look  at  the  stocks  listed 
above: 

PERFORMANCE:  Every  one  of 
these  stocks  —  at  one  time  or 
another— has  offered  the  prospect  of 
superior  relative  price  performance. 
Right  now,  however,  Value  Line 
ratings  suggest  that  4  of  these  stocks 
should  be  avoided  for  the  time  being. 
On  the  other  hand,  we  estimate  that  5 
of  the  stocks  above  will  clearly  out- 
perform most  other  stocks  in  the  next 
12  months. 

SAFETY:  1 1  of  the  stocks  listed  carry 
superior  Value  Line  ratings  for  Safety, 
meaning  they  have  typically 
demonstrated  greater  price  stability 
than  the  majority  of  stocks.  The  other 
stocks  on  the  list  rate  only  average  or 
lower  on  this  score. 

YIELD:  The  dividend  yields  of  these 
stocks  estimated  by  Value  Line  for  the 


12  montns  ahead  range  all  the  way 
from  12.0%  to  Nil.  Eight  of  the  stocks 
offer  yields  below  4.9%.  Only  7  stocks 
provide  yields  of  7.0%  or  higher. 

APPRECIATION:  Value  Lines  esti- 
mates of  Appreciation  Potential  in  the 
next  3  to  5  years  for  these  stocks 
range  all  the  way  from  a  paltry  30%  up 
to  nearly  200%.  Four  stocks  offer 
long-term  potentials  of  175%  or 
higher. 

(The  data  above  come  from  a  recent 
issue  of  The  Value  Line  Survey.  For 
actual  investment  decisions,  be  sure 
to  see  the  latest  weekly  Value  Line 
edition.) 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductory 10  week  trialsubscription  to 
The  Value  Line  Investment  Survey  for 
only  $33 — about  half  the  regular 
price — providing  you  or  any  member 
of  your  family  has  not  had  a  sub- 
scription in  the  past  two  years.  As  a 
double  bonus  at  no  additional  charge, 
you  will  receive  the  2400-page  In- 
vestors Reference  Service  (covering 
more  than  1700  stocks)  which  will  be 
updated  every  week— and  the  96- 
page  booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Send  your  check  or  money  order 
along  with  your  name,  address  and 
mail  the  coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  \/ 


□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years) 
and  send  me  the  two  bonuses  listed  above.  Check 
for  $33  is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket- 
size  CREDIT  CARD/CAL- 
CULATOR  (with  full 
memory)  given   to  you 
when  you  order  The  Value 
Line  Investment  Survey 
for  one  year — and  send 
payment  now. 

Q1  year  for  $315.  My  payment  is  enclosed— send 
me  the  CALCULATOR  as  my  extra  special  bonus. 
(There  are  no  restrictions  with  this  annual  sub- 
scription.) 

CjEnter  my  subscription  now.  Bill  me  for  $315. 
(Does  not  include  the  calculator.) 


316G12 


SIGNATURE 


o  a  B  a 
to  □  o  a  o  a 
a  a  a  a  a  a 
■  a  0  ■  a  a 


NAME  (please  print) 


ADDRESS 


APT  NO 


CITY  STATE  ZIP 

GUARANTEE  If  dissatisfied  for  any  rea- 
son. I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid 

Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  residents 
add  sales  tax  ) 
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Why  imperil  the  chance  for  a  fair  return  on 
your  investments  by  not  taking  the  trouble 
to  do  the  thing  right  in. the  first  place? 

THE  HONG  KONG 
TAILOR  FALLACY 


By  John  Train 


If  you  like  good 
clothes,  you  can  pay 
for  your  air  fare 
around  the  world  by 
stopping  off  in  Hong 
Kong  long  enough  to 
have  a  supply  of  tai- 
lor-made suits  made 
up.  The  best  estab- 
lishments do  admi- 
rable work. 
And,  of  course,  they  work  like  light- 
ning. If  you  want,  you  can  go  around 
after  breakfast,  pick  out  your  patterns, 
get  measured,  start  coming  in  for  fit- 
tings every  few  hours  until  late  in  the 
evening  and  walk  off  with  your  new 
wardrobe  late  the  day  after.  The  trou- 
ble is  that  your  clothes  won't  fit  as 
well  as  if  you  took  more  time.  Just 
because  the  work  can  be  done  with 
such  dispatch  some  visitors  fall  into 
the  trap  of  having  their  clothes  made 
much  faster  than  they  need  to,  thus 
wasting  a  chance  to  get  the  best  at 
moderate  prices. 

I  cite  this  nugget  of  worldly  wisdom 
not  only  for  its  own  sake  but  also 
because  it  illustrates  an  important 
tactical  error  that  many  investors  are 
obviously  making  today.  A  lot  of  risk 
and  sacrifice  go  into  making  an  in- 
vestment on  which  you  hope  to  make 
a  fair  return.  Why  imperil  that  return 
by  not  taking  enough  trouble  to  do  the 
thing  right  in  the  first  place; 

What  makes  this  point  timely  to- 
day is  that  even  in  this  economically 
hazardous  environment  the  market 
isn't  making  the  distinction  that  it 
should  between  the  risky  and  the 
comparatively  safe. 

First,  let's  consider  the  difference 
between  a  company  that  needs  all  the 
cash  it  generates  just  to  maintain  its 
earnings  stream  and  one  that's  gener- 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


ating  a  lot  of  free  cash.  The  second 
company  is  a  more  attractive  invest- 
ment, other  things  being  equal.  That 
it's  generating  cash  shows  not  only 
that  it's  in  a  fortunate  situation  now, 
but  also  gives  a  promising  indication 
for  the  future:  It  can  use  that  cash  for 
new  projects,  for  acquisitions,  to  buy 
back  its  own  stock  or  for  all  three.  All 
this  means  per-share  earnings 
growth;  a  building  up  of  value.  In- 
creasingly, investment  services  such 
as  America's  Fastest  Growing  Companies 
are  focusing  on  this  distinction.  Of 
course,  the  investor  can  and  should  do 
this  analysis  for  himself.  The  "Source 
and  Use  of  Funds"  section  of  the  an- 
nual report  should  always  be  exam- 
ined with  care,  as  should  the  trend  of 
long-term  debt. 

For  professional  investors,  a  valu- 
able tool  is  the  Qua/it}'  of  Earnings 
Report,  published  by  Reporting  Re- 
search Co.,  560  Sylvan  Avenue,  Engle- 
wood  Cliffs,  N.J.  In  an  interesting 
analysis  it  demonstrates  that  in  1978 
U.S.  Steel,  for  instance,  net  of  realistic 
depreciation,  LIFO  inventory  profits, 
unfunded  pension  liabilities  and  the 
like,  really  didn't  make  a  profit.  Thus, 
U.S.  Steel's  $36  million  dividend  was 
essentially  paid  out  of  capital,  and 
should  not  have  been  paid;  nor  should 
a  dividend  have  been  paid  in  1977. 

Kidder,  Peabody  makes  the  same 
point  another  way.  It  recalculated 
U.S.  Steel's  earnings  for  the  last  five 
years  on  the  basis  of  realistic  depreci- 
ation, and  found  that  the  company 
really  lost  about  $90  million,  over  the 
period,  instead  of  making  about  $3 
billion,  as  reported.  What's  more,  to 
maintain  plant  properly  would  have 
cost  almost  $4  billion  more  than  was 
actually  spent.  Kidder,  Peabody  cor- 
rectly describes  this  situation  as  a 
"time  bomb." 

Similarly,  Southern  California  Edi- 
son, as  the  Quality  of  Earnings  Report 
points  out,  reported  earnings  per 
share  of  $3.52  and  paid  out  dividends 
of  $2.24  per  share. 


However,  adjusted  for  unj 
ciation,  deferred  repair  and  i 
penditures,  capitalized  int 
construction  costs  and  t) 
Southern  California  Edisfl 
earned  $1.88  a  share,  and,  t 
paid  dividends  of  120%  of 
ings.  The  company  is  thus  it 
cannibalizing  itself.  Rate  rel 
sential,  but  politically  irrj 
(Alas,  most  utilities — not  jui 
em  Cal — are  paying  higher  c 
than  they  prudently  should. 

The  joke  is  that  U.S.  Steej 
em  California  Edison  and 
troubled  companies  sell  at  r 
of  reported  earnings  not  mu 
than  many  more  happily 
companies.  And  they  sell  , 
higher  multiples  oireal  earni 
many  of  the  greatest  growtf 
nies  that  are  generating  to: 
free  cash  for  their  shareholde 
panies  like  U.S.  Tobacco,  I 
McLennan,  American  Intel 
Group,  Capital  Cities  and  J 
land.  Several  of  these  uniqu< 
companies  are  still  available 
pies  that  are  half  their  growtl 

My  last  example  of  tod 
available  at  almost  the  same) 
lower  quality  is  bonds.  Ova 
decades  the  market  premium; 
bonds  over  BAA  bonds  has  flj 
from  5%  to  30%,  and  in  30  j 
only  three  times  been  lovj 
10%.  That's  where  it  is  now 
markets  the  premium  often  i 
idly  as  investors  get  risk-cc 
then  it  falls  as  they  become  m 
mistic  and  less  worried  abo| 
With  a  recession  coming  on, 
be  surprising  if  heightened — 2 
ly  justified — perceptions  of  ri 
bring  about  a  return  to  qualii 
broadening  of  the  yield  premi 

Another  distortion  in  the  p 
relative  quality  occurred  in  tr 
sale  of  New  York  City  one-y 
to  yield  7.6%.  These  are  co: 
to  the  notes  that  were  yield 
9%  when  they  were  default 
New  York  became  insolvent. 

Top-quality    federally  guj 
project  notes  are  also  tax  exel 
at  the  same  moment  were  Wtt 
6%,  or  a  difference  in  yield  of  lilt 

That  modest  spread  did  ni 
pensate  the  investor  sufficie 
the  lack  of  the  federal  guara 
conversely,  the  guarantee 
considerably  more  than  1  xh  \ 
interest. 

So  be  sure  you're  getting  the 
you're  paying  for.  It  could  ma 
of  difference.  ■ 
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6w  Barnett,  in  our  opinion,  is  still  the  premier 
rnda  bank  holding  company." 


Alex.  Brown  &  Sons 
January  1979 


Barnett  is  the  best  positioned  Florida  bank  holding 
mpanyandhas  the  best  geographical  diversification 
thestate." 


The  First  Boston  Corporation 
January  1979 


...Barnett  has  the  most  geographically  diverse 
ijd  extensive  network  of  fie  Florida  bank  holding 
mpanies. 


Shearson-Loeb  Rhoades 
March  1979 
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The  appeal  of  this  company  extends  beyond  its 
ucture  to  its  excellent  management  and  location  in 
e  of  the  premier growthstates  in  the  nation" 
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Bache  Halsey  Stuart  Shields 
Mcorpcmtea-May  1979 


"The  Company  has  the  most  thorough  market 
metrationofany Florida bank  holding company, with 
itewide  offices  servicing  markets  accounting  for  88% 
the  states  populationmj 


The  Robinson-Huniphrev  Company.lnc. 
June  1979 
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TUBES  NOW 


IF  YOU'RE  INTERESTED  IN  KNOWING  MORE  ABOUT  BARNETT  BANKS  OF  FLORIDA.  FOR  EITHER  YOUR  COMPANY  A 
URSELF.  JUSTGONTAGT CHARLES  E.RICE, PRESIDENT.  BARNETT  BANKS  OF  FLORIDA. INUOO  LAURA  STREET.  E 
SONVILLE.  FLORIDA  32202.  AND  FIND  OUT  WHY  WE'RE  THE  MOST  TALKED  ABOUT  BANKS  IN  FLORIDA.  li 

ft  Banks  are  members  of  FDIC 


Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


Market  ( Comment 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me_ 
check  for  


 Forbes  Slip  Cases.  My 

 is  enclosed. 

Prices:  $4.95  each,  3  for  $14,  6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case  for 
postage  and  hundling. 

Name  


Address. 
City  


(please  print) 


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 
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In  our  growing  concern  over  inflation 
should  not  miss  real  opportunities. 
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AN  OVERLOOK 

TAX  SHELTER! 


igberoi 
: 

g*  we 
jjwwri 


By  Peter  G.  Banzhaf 


I  KNOW  A  MAN  who 

can  look  you 
straight  in  the  eye, 
and  without  even 
the  trace  of  a  smile, 
tell  you  that  com- 
mon stocks  are  a 
great  tax  shelter. 
Don't  sneer.  The 
reasoning  behind 
his  contention  is 
relatively  straightforward  and  seems 
to  have  some  merit.  It  goes  like  this: 

Common  stocks  are  usually  pur- 
chased for  two  basic  reasons.  The  first 
is,  of  course,  to  participate  in  the 
stream  of  increasing  dividends. 

The  second  reason  we  buy  stocks  is 
to  take  advantage  of  the  compounding 
of  earnings  retained  and  reinvested  in 
the  business.  These  earnings  have  al- 
ready been  taxed  quite  adequately  and 
will  not  be  taxed  again.  The  investor, 
although  he  actually  owns  these  dol- 
lars on  a  per-share  basis,  allows  them 
to  remain  in  the  business  (meaning  he 
retains  his  shares  and  does  not  mount 
a  campaign  to  have  everything  paid 
out  in  dividends)  because  he  believes 
the  company's  management  will  be 
able  to  get  a  higher  return  on  new 
investment  than  he  could.  It  is  on 
these  dollars,  compounding  within 
the  business,  that  he  gets  the  benefit 
of  a  tax-sheltered  investment. 

An  example  will  help  to  illustrate.  I 
have  in  mind  a  company  that  actually 
exists  and  operates  happily  a  few 
blocks  from  my  office.  This  organiza- 
tion, which  for  the  moment  will  be 
nameless,  is  available  over-the- 
counter  at  about  $29  a  share.  Earnings 
for  1979  will  probably  be  in  the  $6.25 
area,  and  from  this  the  holders  will 
receive  $1.60  in  dividends.  The  divi- 
dend, as  we  noted,  will  be  taxed  to  the 
shareholder  at  whatever  rate  he  is 


Peter  G.  Banzhaf  is  a  senior  vice  president  of 
Robert  W.  Baird  &  Co.,  Milwaukee,  Wis. 


compelled  to  pay  by  the 
federal  revenuers.  But  that  1 
about  $4.65  a  share  (on  wh 
have  already  been  paid,  rem 
be  plowed  back  into  the  bus: 

If  these  estimates  are  on 
new  shareholder  will  get  am 
ate  return  of  about  5.8%  in  i 
(on  which  he  will  be  taxed), 
something  like  16%  (the 
compound  internally.  No  nu 
you  look  at  it,  this  is  real 
work  for  the  investor. 

This  view  tends  to  support 
contention  which,  like  mui 
opinion  in  this  particular  c<j 
offered  by  my  associate 
Bosworth  IE,  an  unusually  t( 
manager  of  assets.  Bosworth1 
that  we  shouldn't  look  at  t 
tional  price/earnings  ratio  at 
er,  he  says,  we  should  turn 
and  call  it  either  an  earnings 
tio  or  an  earnings  yield. 

The  earnings/price  ratio 
account  all  of  a  firm's  aftel 
ings — the  dollars  paid  out  as  t 
and  those  retained  in  the  bi 
and  views  them  as  an  actual 

In  the  case  of  my  mystery 
(which,  you  recall,  sells  at 
should  earn  about  $6.25  this 
would  have  an  earnings/pric] 
better  than  21%,  more  thi 
quarters  of  which  is  comjlr.-. 
(after  taxes)  within  the  stn 
the  company. 

An  added  dimension  is 
percentage  return  applies  t« 
value,  not  to  book.  If  a  q 
shares  are  selling  below  bool 
as  many  are — the  risk  is  lowe 
earnings/price  return  actual! 
than  the  company's  return  o 
If  you  have  a  reasonable  r> 
equity  anyway,  of  course,  so 
better  because  it  will  have  a 
effect  on  book  value  over  t 
(see  "Compound  Interest  Ml 
Forbes,  Sept.  17).  Admitted] 
investment  primer  in  print  w| 
there  is  no  consistent  relatiol 
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fe. 
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ook  value  and  market  price, 
the  long  term  a  company  that 
tpidly  internally  will  provide 
^holders  with  an  earthly  re- 
lg  before  they  are  shunted  off 
of  a  heavenly  one. 
tow  we  come  ,  to  that  portion 
ow  wherein  I  reveal  the  iden- 
y  nameless  example.  It  is  the 
Corp.,  a  midwestern  bank 
company,  no  less,  and  a  de- 
stock  suitable  for  these  peril- 
's. 

e  Corp.  should  earn  about 

ray  by  the  ;xt  year;  a  gam  0f  some  60 
rs.  But  that  share  over  1979.  This  is  not  a 
k  (on  i  I  mcrease,  of  course,  but  it  is 
en  paid,  rea  would  create  a  1980  earn- 
mtotheba  e  ratiQ  (at  29)  of  23.6%,  and  is 
lates  are  a  Marine's  rising  trend  in  the 
r  will  get  a  ^75  through  1978  inclusive, 
out  5.8%  in  ;r-share  earnings  rose  from 
ill  be  taxed|  $5.69.  (if  you  prefer  the  more 
16%  [the  onal  price/earnings  ratio,  it 
mally.  No n  0  a  shade  over  four  times 
this  is  real  1 1980  earnings.) 
;estw  ir-end  1978  the  Marine  had  a 
ids  to  suppc  ue  per  share  of  $45.10,  mean- 
ich,  like  mi  this  year's  return  on  begin- 
particulari  k  is  about  14%.  But  the  stock 
1  associate  mg  at  book,  it's  at  29.  And 
1  unusually  hat  gives  us  that  happy  earn- 
:ts.Boswon  »  ratio  (or  earnings  yield)  of 
Ln't  look  at  ^  21%.  The  dividend,  by  the 
ungs  ratio  a  j  increased  to  a  $1.68  annual 
should  tun  ddyear  and  has  been  bumped 
:ianeamn  :ndid  regularity  during  the  de- 

yield,  j  closing, 
ipnce  ratio  I  think  Marine  Corp.  is  at- 
a  film's  aft  rnd  undervalued,  the  purpose 
rs  paid  out  ai  't  to  make  just  that  point, 
ned  in  the  md,  there  are  many  fine  com- 
jasanactu  1  this  distressed  marketplace 
:  my  myster  t  a  discount  from  book  and 
:call,  sells  1  Lgher-than-average  return  on 
3Ut $6.25 thi  jor  the  investor  thinking  of  a 
eamingsf  er,  they  may  offer  an  unin- 
[%,  more  ti  d  alternative, 
hich  is  coi  rent  levels,  I  think  municipal 
ithinthesflre  interesting.  But  before 
into  that  market,  the  inves- 
d  ask:  Will  I  be  able  to  put 
ee  6'/4%  back  to  work  more 
y  than  the  seasoned  manage- 
really  good  company? 
majority  of  cases,  I  suspect 
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I'd  bet  the  money  would  be 
iiaway  straightening  the  kids' 
teeth  and  sending  them  off 
;s  that  are  too  good  for  them, 
.vhen  I  consider  the  short- 
ments  of  uncertainty  intro- 
Volcker  and  his  friends  over 
ed,  I  think  I'd  rather  own 
fact,  I  know  I  would.  ■ 


"Im  no  f inanci 
That's  why  I  need 


eiiu 


RobertaPeters 
Metro|X)Htan  Opera  Star 


"I  haven't  much  time  to  spare.  But  I  do 
own  stocks  and  bonds.  So  I  like  to  keep 
up  — not  only  with  what's  happening  to 
my  investments  — but  with  new  ideas 
and  opportunities.  I  find  Barron's  fits 
right  in  with  me  and  my  busy  schedule. 

"That  fascinating  front  page,  for 
example,  leads  me  right  to  the  articles 
that  will  interest  me  most  — no  wasted 
words  or  motion. 

"But  the  thing  I  like  best  about 
Barron's  is  its  ability  to  take  complex 
subjects  and  make  them  clear— quickly 


and  interestingly.  Without  oversimplify- 
ing or  talking  down.  They're  not  only 
investment  professionals  but  communi- 
cations professionals,  too.  And  that's  a 
tremendous  help.  Bravo  Barron's'.' 

There's  no  publication  like  Barron's  for 
the  individual  or  professional  investor. 
For  facts,  figures,  insight,  Barron's  is 
the  voice  of  authority.  That's  why  over 
one  million  people  read  Barron's  every 
week?  Subscribe  now. 

•Source:  TGI,  Spring,  1978. 

Today  is  history.  Tomorrow  is  Barron's. 


BARRON'S,  200  Burnett  Road,  Chicopee,  Mass.  01021 

The  National  Business  and  Financial  Weekly  from  Dow  Jones 


□  Please  enter  my  subscription  to  Barron's  for  3  months  ( 13  issues)  at  $9. 

□  I  prefer  one  year  (52  issues)  at  $36.  □  Payment  enclosed.  □  Bill  me. 

I  understand,  upon  receipt  of  subscription  payment,  I  will  receive  a 
free  copy  of  the  32-page  booklet,  "Understanding  Technical  Forecasting: 
How  to  use  Barron's  Market  Laboratory  Pages'.' 

Name  : — 
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City. 


L 
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-State- 
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"Are  you  free  for 
lunch  on  Friday?" 

Check  your  business  appointments  next 
year  in  Forbes  1980  Executive  Diary.  You 
can  fill  every  half  hour  from  8  a.m.  until  5:30 
p.m.  and  stay  completely  organized.  Ivory 
pages,  dark  tan  and  gold  binding  make  it  a 
handsome  ornament  for  your  desk.  Gener- 
ous space,  numerous  reference  and  personal 
record  tables  make  it  a  practical  tool. 

-  2  pages  to  each  week 

-  record  of  securities  bought  and  sold 

-  interest  tables 

-  statistics  on  top  U.S.  corporations 

-  toll  free  800  phone  directory  and  more 

Price:  1-5  diaries,  $15  each;  6-20  diaries,  $12 
each;  21  or  more,  $10  each. 

Initials  $1.50  per  diary 

Forbes  Diary 

(att:  Mr.  Ted  York)  60  Fifth  Ave., 
New  York,  NY  10011 

Send  me  1980  Forbes  Diary(ies). 

My  check  for  $  including  appli- 
cable sales  tax*  payable  to  Forbes  Inc.  is 
enclosed. 


D32 


Name 


Address 


City 


State  Zip 


*Please  add  8%  in  New  York  City,  sales  tax 
elsewhere  in  New  York  State  prescribed  by  law. 


DIVIDEND 
INCREASE 


The  Board  of  Directors  of 
ENSERCH  Corporation  on  Sep- 
tember 20,  1979,  declared  an  IN- 
CREASE in  the  quarterly  dividend 
from  34  cents  to  39  cents  per 
share  of  common  stock  payable 
on  December  3,  1979,  to 
shareholders  of  record  on 
November  16,  1979.  This  repre- 
sents the  tenth  increase  in  the 
cash  dividend  since  early  1970, 
and  it  is  the  142nd  consecutive 
quarterly  cash  dividend  paid. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Fi- 
nance, Dept.  C,  301  South 
Harwood,  Dallas,  Texas 
75201. 


CORPORATION 


Market r  I  fends 


The  gold  bugs  are  modern-day  Cort 
spreading  inflation  with  every  uptick. 


THE  PSYCHOSr 
OF  INFLATION 


%)  if,  the  r: 

stent 


By  Martin  T.  Sosnoff 


The  conquistadors, 
after  their  rape  on 
horseback  of  the 
New  World,  sailed 
back  to  Spain  loaded 
to  the  gunwales 
with  gold.  But  these 
hairy  cutthroats 
counted  their  gains 
too  soon.  By  flood- 
ing the  country  with 
precious  coin,  they  created  a  wave  of 
inflation  that  snuffed  out  their  pur- 
chasing power.  For  luxury  goods  in 
the  Old  World,  there  was  no  elasticity 
of  supply.  More  money  chasing  the 
same  amount  of  goods  is  the  classic 
definition  of  inflation's  dynamics. 

New  York  today  is  no  different 
from  Madrid  400  years  ago.  A  few 
years  ago,  when  kneecaps  blossomed 
as  fashionable  targets  in  Italy  and  the 
art  of  ransom  in  South  America 
reached  perfection,  Park  Avenue  be- 
came the  refuge  of  the  super-rich 
Cmigrd.  Cooperative  apartments  dou- 
bled and  tripled  in  resale  prices  over- 
night and  hotel  suites  were  marked  up 
50%  to  match  comparable  prices  in 
Europe.  The  same  10%  vigorish  on 
foreign  exchange  is  exacted  here  as 
abroad  from  tourists  at  the  cashier's 
desk.  The  European  banks,  too,  fol- 
lowed the  crowd  and  bid  up  midtown 
Manhattan  office  space  from  $12  to 
$35  a  square  foot. 

While  the  international  mavens  On 
world  finance  met,  the  commodities 
markets  roiled  with  speculative  froth. 
Once  again,  all  the  economists  were 
discredited.  By  now  inflation  was  to 
have  crested  and  interest  rates  backed 
down.  Six  months  ago  David  Rocke- 
feller called  the  peak  in  money  rates 
for  now.  Wrong  again.  The  peak  is 
pushed  out  another  ten  weeks  by  the 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


money  market  operators  and 
of  us  it  may  not  arrive  until  t 
of  1980. 

By  now,  if  you  are  not  aw^ 
psychosis  of  inflation  grip 
world  you  are  either  senile  or 
of  medieval  manuscripts  boaj 
tis  in  the  Pierpont  Morgan 
New  Yorkers  are  buying  far 
Nebraska,  horse-breeding  o] 
in  Blue  Grass  country  and  aj 
March  1980  sugar  futures  fori 
dinner  snack.  Vintage  Bordi 
burgundy  blanc  are  snatched 
wine  merchants'  bins  and  wi 
written  almost  annually.  W 
the  kids  more  than  a  millj 
Great  Leveler  will  depreciai 
mercifully.  The  Now  Genej 
the  Right  Now  Generation. 

Finance  ministers  wrui 
hands,-  the  problem  is  unma 
on  an  ad  hoc  basis.  Too  m 
lars — hundreds  of  billions 
around  like  Mexican  jumpii 
Treasury  paper  in  foreign  haii 
more  than  $100  billion.  Eu| 
maybe  $900  billion.  Four  A 
coffeehouse  can  hype  gold) 
ounce  intraday.  The  gold 
modern-day  equivalents  off 
spreading  inflation  with  ever 

The  corporate  sector  is  on 
of  panic  comparable  with  the 
of  1974  when  the  stockpilir 
materials — coal,  iron  ore,  tint 
fee,  beans — gripped  the  worl 
one  overinventoried  the  goi 
needed  for  production.  The  fc 
out  of  short-term  money  an 
funds  traded  at  13%  over  ma; 
ends.  Today  the  composite  c 
ity  index  points  up.  It  was  su] 
head  south.  We  may  be  thre« 
away  from  a  rerun  of  1974 's  c: 

In  England  then  the  Consol 
19%,  inflation  was  25%  and 
of  Westminster  sold  for  2 
earnings.  The  fabric  of  the 
World  stretched  to  the  maxim 
the  money  managers  in  N 
puffed    telephone-pole  cigj 
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heir  wine  goblets  with  pan- 
es of  the  wrist.  Nobody  had 
'ers  to  how  it  all  would  end. 
vas  right.  It  was  now — the 
—and  we  were  all  dead.  Some 
ught  midtown  bars,  a  good 
ness.  Actually,  in  the  midst 
'■Pr,  the  market  bottomed, 
are  no  bold  new  programs 
liticians  are  the  pragmatic 
itors  of  the  present.  Franklin 
t  is  not  around  to  rally  the 
Henry  Ford's  new  line  of  cars 
n  1981  modeled  after  the 
mm  ;en  Rabbit,  which  has  a  five- 
q  start.  Yamani 
i  10%  per 


Ha 
on 


i  are  not  aw 


thersenilea 


billion.  E 
ion.  Four 
hype  gc 
The  eol 


wants  oil 
annum  in  real 
lis  is  a  disaster  for  us.  Oil  at 
rel  looms  early  in  the  Eight- 
gold  in  fewer  hands  chasing 
;,s  ffi  roods  and  hard  currencies. 
,on'Morf  ative  sounds  discord. 

ive  away  all  the  gold.  The 
"e  n\l  cpile  is  worth  the  equivalent 
3ufan  ;ign  debt-over  $100  billion. 
?™  in  gold.  It  reduces  the  carry- 
,int^7  of  our  debt  maybe  $10  bil- 
™ha  x,  a  big  item.  It  is  deflation- 
Dinsandtt  es  the  SUppiy  ancj  velocity  of 

™ly\  id  satisfies  the  coffeehouse 

™iM  to  don't  know  what  to  do 

«11  depreci  r  money  jn  today's  gold  psy- 

:Now  Gen  ,  cou\^  get  away  witn  it.  Ac- 

Geneiation  3y  sajes  to  a  meaningfui  iev. 

asters  wn  10  billion  a  year  Test  the 

kmm  he  market. 

basis.  Too  i  appens  tQ  an  equity  market 
ot  billion;  a  wjne-dark  sea  of  excess 
MPP^AA  telephone  bonds  easily 
the  10%  yield  level,  then 
overnight.  If  you  are  a  cor- 
:asurer,  do  you  fund  short- 
lities  into  10-  or  20-year  pa- 
it  for  the  recession  to  smash 
[uivalents  j  ltes?  where  is  the  next  re- 
ion  with  evs  tyway?  Until  October,  there 
e  sector  is  ch  too  much  liquidity  in  the 
tablewithtl         off  housing  starts.  The 
he  stockpili    craze  will  last  as  long  as 
I,  iron  ore,  ti  ty  prices  bubble  up. 
)pedthew([ired  points  agQ/  tne  market 
toried  the  f  he  cycle  would  end  before 
luction. The  }  feu  y^g  economy  won't 
tin  money;  r  a  few  more  quarters.  This 
13%  over m  %  money  market  rates  and 
e  composite  ^  bond  yields.  If  the  valu- 
Itwass  ie  market  is  the  reciprocal 
;    it  rates,   then  it  is  fully 
weak  dollar  cannot  attract 
he  Cons  .  even  if  our  equities  remain 
est  in  the  world.  It  leaves 
Tofessional  investor,  imper- 
far  to  the  near-term  nega- 
to  the  mas  rhing  it  out,  believing  time 
ide.  If  the  cooling-off  period 
.  look  out  belooooow!  ■ 


one 


Get  peak  yields  plus  daily 
liquidity  with  only  $2,000. 


Here  at  the\^fftop 

you'll  find  important 
advantages. 
□  High  money  mar- 
ket yields 
□  Immediate  liquidity—^ 
no  withdrawal  penalty.  , 
o  Toll-Free  telephone  1 
redemption/transfer. 
□  Free  check  writing.  \ 
□  No-Load. 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene- 
fits whether  you  invest  J 
$2,000  or  $2,000,000_,  £a 


For  current  yield,  phone  toll-free 
1-800-638-5660.  If  busy,  or  in 
aryland,  call  collect 
301-547-2136. 

Rowe  Price 
Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  Street,  Baltimore, 
Maryland  21202. 


 Zip  Code  

For  more  complete  information,  includ- 
ing management  fee  and  other  charges 
and  expenses,  obtain  a  prospectus.  Read 
it  carefully  before  you  invest  or  send 
money. 


RJReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  $1 .05  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  December  5, 1 979  to  stockholders  of  record 
at  the  close  of  business  November  9, 1 979. 

H.  C.  ROEMER 

Senior  Vice  President. 
Secretary  and  General  Counsel 
Winston- Salem,  W.  C  .October  78,  7979 

Seventy-Nine  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Del  Monte  Foods 
Fresh  Fruit 

Convenience  Foods  &  Beverages 


Containerized  Shipping 
Energy 

Packaging  Products 
Speciality  Aluminum  Products 
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ENERGY 
CONSERVATION  - 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C 


HOW  GOOD  DO  YOU  WANT 
TO  LOOK  IN  PARIS  TONIGHT? 


The  kind  of  impression  a  me- 
dium makes  is  as  important  as 
the  number  of  impressions  it 
delivers. 

Which  is  only  one  reason  we 
suggest  you  consider  the  re- 
gional editions  of  Newsweek  In- 
ternational as  a  better  alternative 
to  local  media. 

The  unique  cachet  of  News- 
week International  is  as  dra- 
matic—and persuasive  — as  a 
woman  exquisitely  dressed,  or  a 
jewel  masterfully  set. 

Newsweek  is,  after  all,  a  truly 
international  medium.  Its  global 
view  of  events  and  world-wide 
credibility  tend  to  seek  out— and 
deliver— a  more  sophisticated 
reader. 


Newsweek  International  is 
written  in  English— the  common 
language  of  international  busi- 
nessmen, and  a  natural  selector 
of  highly-educated,  highly- 
placed  readers. 

The  combination  creates  the 
perfect  setting  for  an  important 
multi-national  advertisement.  It- 
provides  the  prestige  of  a  re- 
spected medium  and  the  effi- 
ciency of  a  highly  concentrated 
audience.  An  audience  filled  to 
the  brim  with  men  of  position, 
power  and  personal  income. 

In  short,  an  audience  that 
looks  very  good. 

In  Paris. 

In  Tokyo. 

And  so  on. 


Only  Newsweek. 


News 

week 

n 

HI 

THE 

INTERNATIONAL 
NEWSMAGAZINE 
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BUSINESS  OPPORTUNITIES 


(Advertisement) 


$105,000 Richer! 
Wins  Oil  Lease;* 

Hundreds  win  leases 
in  U.S.  Gov't. 
Lottery  each  month 

NEW  YORK,  N  Y.  (Special)— When  Robert  E.  Bennett  wrote  to 
Energy  Group  of  America  for  free  details  and  entry  cards  for  the 
monthly  U.S.  Government  Oil  &  Gas  Lottery,  he  never  dreamed  that 
three  months  later  he  would  be  $105,000.00  richer.  But  that's  what 
happened.  The  lucky  Rhode  Island  man  filed  an  entry  card  on  a 
valuable  parcel  and  received  a  "windfall"  of  $105,000  for  his  lease. 
Plus  he  also  holds  royalty  rights  that  could  bring  him  another 
fortune  from  any  oil  produced  on  the  tract. 

You  too  could  win  valuable  oil  rights  to  public  lands  in  the  little- 
known  U.S.  Gov't.  Lottery.  Any  U.S.  citizen  age  21  or  over  may  enter 
for  a  tax-deductible  $10  entry  fee  paid  to  the  Government.  Phil 
Donaldson  of  Michigan  is  a  three-time  winner.  So  get  the  facts 
FREE  —  all  details,  entry  cards,  etc.  Send  your  name  and  address  to: 
Energy  Groupof  America,  3308  Empire  State  Bldg.,  Dept.  F011, 
New  York,  N  Y  10001. 


A  GAME  PLAN  FOR 
FAMILY  INDEPENDENCE 

A  I  if  fie  Prolessor  Book  Cenler  makes  a  qreal  lam 
iiy  (Mismess  riecniise  il  Crin  qive  you  the  ophon  ol 
slayinq  with  your  present  |ob  for  hs  lonq  as  you  wnni 
whiiM  ynui  spouse  manages  the  siofe  Your  lamily 
can  develop  a  second  income  dnd  build  equity 

No  previous  experience  is  necessary  because  you 
rtrreive  Imimhui  and  start  up  and  on -going  services 

Join  Ihe  more  than  t?'j  I  itlle  Prolessor  Book 
Outers  now  In  operation  nationwide 

I  lir  total  investment  is  $64  !>00  which  can  be  par 
liitlly  financed 

Call  or  wnle  loday  tor  information 

Little  Professor 
Book  Centers.  Inc. 

31?  0  6  Capitol 
Livonia  Michigan  48150 
Call  Toll  free  (800)  521-9802  or  3 
In  Michigan  (313)  525-1500 


FINANCIAL  BROKERS  NEEDED 

Lucrative.  Prestigious  Opportunities 
now  available.  Work  your  own  hours 
No  experience  necessary.  National 
Company  will  assist.  Also,  financing 
is  available  for  all  worthwhile  projects 
at    competitive    rates.    Free  Details: 


D.F.C.  Corp. 


"SUPER  SHOP" 
The  Super  Tool  of 
Multi-Purpose  Power  Tools . . . 

Is  now  seeking  top-notch  dealers  and 
distributors:  Basically  7  power  tools 
in  one  (tablesaw,  drill  press,  boring 
tool,  router,  shaper,  lathe  &  disc  San- 
der). The  Super  Shop  can  be  up  to  15 
look  in  I  with  accessories  for  both 
wood  and  metal.  No  royalties  or  fran- 
chise fees.  Minimum  investment.  Fan- 
tastic prolit  potential.  For  informa- 
tion call  toll  free  I -800-128-6 1 53 ,  ext. 
205  or  write  Fox  Industries,  11000 
Hampshire  Ave.  S.,  Mpls..  MN  55418. 


WIN  OIL  RIGHTSI 

Tax  deductible  filing  fee  ol  $25  00  puts 
you  in  line  to  win  an  oil  lease  with 
possible  value  up  to  $100,000.  It's  a 
lottery  run  by  an  agency  of  the  U  S 
Gov't  Open  to  all  U.S.  citizens  21  years 
and  older.  For  free  information  write: 

STRATA  SEARCH,  INC.  DEPT.  MR 
P.O.  BOX  21186 
DENVER,  COLORADO  80221 

OR  CALL  TOLL  FREE: 
1-800-327-9191  EXT.  460 


Dept.  43-G-ll.  1 1 45  Reservoir  Avenue 
Cranston,  Rhode  Island  02920 


f  — "HOME  IMPORT----! 

|      MAILORDER  BUSINESS 

I  Big  earnings  in  profitable  spare/  ( 
I  full  time  project.  Deal  direct  | 
I  with  overseas  suppliers.  Newest  ( 
I  products  at  fraction  U.S.  cost.  ■ 
I  Up  to  500%  profit.  No  product  . 
I  investment.     Famous     world  . 

•  trader  starts  you. 

•  Write:  Mellinger,  Dept.  S159B  J 

L  W-1d2a- -  i"1!1  -  i3- 1  m  -  J 


IN  BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


oil  lease  drawing  It  you  ate 
ilizen  you  cm  commie  with 
oil  comuimctfcu  this  federal  land. 
A  $25.  [Tan  Deductible)  fee  could 
H  much  ai  $75,000  immed 
tely  plus  future  payment*  Write 
Di  pt  FF  of  call  1  18001  526  6050. 

E»t  321.' 
r  340B,  Boulder.  CO  80307 


KIMOS 
POLYNESIAN  SHOP 

Retail  nun's  and  women's  cloth- 
ing store  franchises  now  avail- 
able worldwide.  $35,000  and  up. 
I  or  complete  brochure  write  to: 
Jilene,  Inc..  Dept.  F,  800  Mira- 
niontc  Drive,  Santa  Barbara,  C A 
93109. 


F  MIL LIGAN.  INC  D< 


MUFFLER 
FRANCHISE  OPPORTUNITY 

Discover  Meinckc's  new  concept 
in  inventory  control,  pricing,  and 
selling.  Write  or  Call: 
Meiueke  Discount  Muffler  Shops,  Inc. 

6330  W  est  Loop  South  (Suite  103) 
Bellaire.  TX  77401.  Toll  Free  (800) 
231-6697.  Texas  Residents  call 
D  A  Kraft— collect  (713)  661-0414. 


BUSINESS  OPPORTUNITIES 


The 
OPEC 

...  oil  cartel  is  well-known  to 
all  Americans.  There  is  con- 
siderable discussion  currently  on 
the  formation  of  a  Metal  Cartel 
worldwide.  We  offer  a  very  ex- 
citing metal  recycling/reclama- 
tion and  manufacturing  license. 
We  now  have  nation-wide  ex- 
posure in  major  trade  publica- 
tions in  the  industrv  with  CON- 
SIDERABLE FIELD  SUP- 
PORT. Virtually  competition- 
free  business.  We  now  have  over 
30  Licensees  in  operation. 

Investment  of  $137,500  is  se- 
cured mostly  by  machinery  and 
a  30-year  support  program. 

We  desire  only  reasonable 
business  men  as  Licensees.  Our 
evaluation  of  your  background 
is  thorough  and  complete. 

Call  or  write  Mr.  Faircloth 
North  American  Carbide  Corp. 
4800  Nome,  Denver,  CO.  80239 
1-800-525-0282  or  (303)  373-1912 


r  

ACCOUNTANTS: 
Work  for  Yourself! 

Start  or  expand  your  own  book- 
keeping, accounting  and  tax 
practice  with  a  system  perfected 
through  30  years  of  experience 
Send  this  ad  with  your  name,  ad- 
dress and  phone  number  to  V.  A. 
Cox  for  complete  information  on 
how  to  join  our  nationwide  network 
of  independent  accountants,  or 


(M 


Call  toll  free 
(800)  323-9000 


COfVJPPSGIrHIEINISO  V  E 

accounting  corporation 

2111  Comprehensive  Dr     •   Aurora  IL  60507 
Illinois  residents  call  collect  (312)  898-6868 
Official  Tabulators  for  the 
Motional  Eaeter  S«al  Telethon 


DIAMOND  INVESTMENTS 


DIAMONDS  &  JEWELRY 
PRIVATE  ESTATES 

"31st  ANNIVERSARY  CATA- 
LOG" 24  color  pages,  illustrates 
and  describes  our  in-depth  selection 
of  Diamond  Solitaires  (1  to  25 
carats)  plus  over  300  Heirloom  & 
Modern  Estate  Jewelry  Treasures. 

Priced  from  $2,000-$250,000 
For  your  personal  copy  send  $2.00 
AMITON,  Dept  FB 

69  W.  47  St.,  NY,  NY  10036 
800-223-5490  212-247-3218 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

MONEY  INTO  HARD  ASSETS 
Invest  in  Diamonds, 
Rubies,  Emeralds,  Topaz, 
Amethyst,  etc. 

John  Cook  Jevtelers,  San  Diego  CA 
Member  Jewelers  Board  of  Trade 
Ref:  Dun  &  Bradstreet 

Toll  Free  (800)  854-2003  ext.  810 
In  Calif.  (800)  522-1500  ext.  810 

FORBES  CLASSIFIED 

For  information  write  or  call: 
SARAH  MADISON 
60  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2371 
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;out-Permanent  loans 
venture  capital 
RS  PROTECTED 
ACKAGES  TO: 
NCOR  LTD. 
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EXECUTIVE  GIFTS 
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BUSINESSMEN 
,VE  MONEY 
UY  &  INVEST 

inders  Fees  Paid 
s  Inquiry  Invited 
Box  A172  Forbes 
Fifth  Avenue 
York,  NY  10011 
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S  CONSULTANTS 


ELLIGENCE 

MANAGEMENT 

\ e  the  resource  apping  into  the  growth 
^  lorida?   Consider  local 
IBA's  to  help  you.  We 
nese  with  New  England 
des. 
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E  AMERICA  INC 
NG  OF  800" 
YOUR  MESSAGES 

hours  a  day 
days  a  week 
Ji  days  a  year 
r  month  for  100  calls 
t TOLL  FREE 
00-327-9009 


JFACTURERS' 
ESENTATIVES 

^EL'  Ife  A  SUCCESSFUL 
UFACTURERS' 
i  tESENTATIVE 
I*    Agents'  Newsletter 
h  firms  are  looking  for 
ii,  the  firm's  product  line 
i  available, 
(formation  write: 
»;rs'  Agents'  Newsletter 
i  23573  Prospect  Avenue 
'on,  Michigan  48024 

J— 

>!    ES  BINDERS 

Tl'XEDOl 

vouth-otientfi 
ring.  Wt  to" 

INDERS 

weddings  an  >f  Forbes  magazine, 
todav  than  evei      g0i,j  leatherette. 

$4.95;  three  for  $14 
50;  three  for  $18.75 
with  your  name  and 
ddress  to: 
"ji  can »« «•  [ones  Box  Corp. 

B,  P.O.  Box  5120 
Iphia,  Pa.  19141 


CASES  OR 


,a6.U3J.Mr. 
S  fNTERNATl 
U  Salle  St, 
raw.  IL  66601 


VE  EDUCATION 


FRANC"1  _ 
HOBBV  ?F  DEGREES  BY  MAIL 
iV4lLAi  masters,  doctorates, 
nexpensive,  fast, 
ree  details. 
I  JOHN  BEAR 

t  Street,  Dept.  67165 
,  California  94612 


PRICE  REDUCTIONS 
FARMS/RANCHES 

2,000-acre   Montana   Irrigated  Farm 

(mostly  pivots)  on  over  50'/,  depre- 
ciable —  projected  returns  exceed 
12<7,.  Price  reduced  $250,000. 
7,600  Deeded-Acre  Wheat  and  Cattle 
Ranch.  35  miles  west  of  Billings, 
Montana.  Price  reduced  $225,000. 
SHERIDAN,  Wyoming  area  cattle 
and  hay  ranch  on  Tongue  River.  Price 
reduced  by  1/3. 

SELLERS  WANT  A  FALL  SALE. 

Imperative  all  interested  parties  con- 
tact us  immediately. 

HALL  AND  HALL  INC. 

P.O.  Box  1924 
Billings,  MT  59103 
(406)  252-2155 

HILTON  HEAD  ISLAND,  S.C. 

Ocean  Front  Villa  $6000  Down 

New,  completely  furnished,  ocean 
front  condominium  on  beautiful  Hil- 
ton Head  Island,  S.C.  Sleeps  6,  taste- 
fully decorated  with  extras  like  TV, 
stereo,  tennis  center,  pool  area  & 
golf  availability.  907r  finance,  $59,900 
full  price.  Pre-sales  opening  now. 

Call  Builder  Collect 
(803)  785-8666 

FLORIDA  LAND 

30,000  acres  undeveloped  land  on  St. 
Johns  River,  18  miles  east  of  Orlando 
between  State  Roads  46  &  50. 
North  of  Ocala  in  racehorse  area: 
1200   acres   irrigated   soybean  corn, 
vegetable  land  with  2'A  miles  paved 
frontage.   Also  139  acres  farm  and 
wooded;  310  acres  pasture  land  with 
lime  deposit.  Contact  owner 
NORRIS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 


WANTED 

A  scenic  ranch  or  timber- 
land.  Will  pay  up  to  $200 
per  acre  cash. 

Box  Al  73  Forbes 
60  Fifth  Ave. 
New  York,  N.Y.  10011 


FREE  CATALOG 

Big,  Free  Fall  1979  Catalog  describes 
and  pictures  more  than  2,600  farms, 
ranches,  acreages,  recreational  proper- 
ties, business,  town  and  country  homes 
in  41  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th 
Kansas  City,  Mo.  641 12 


FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation   invited.  $13,000,000 

Contact:  Justice  Land  Association 
Box  501,  Dalhart,  Texas,  U.S.A.  79022 

Phone:  (806)  249-4000  or  249-2122 


**  LAND  WANTED  ** 

10,000  acres  or  more  in  the 
Sunbelt  with  attractive  natural 
amenities — lakes,  trees,  streams, 
mountains,  etc. 

Contact:  Tom  Slaughter 
7700  Sun  Island  Drive  South 
St.  Petersburg.  Fla.  33707 


FORBES  READERS 
will  be  delighted  with 
"GEMS  OF  THOUGHT" 
...  a  magnificent  volume  of  wis- 
dom and  inspiration.  PRESTIGE 
GIFT  ideal  for  personal  and  busi- 
ness gift-giving.  To  examine  this 
exquisitely   printed  DeLuxe  Gift 
Edition,  with  hard  cover  stamped 
in  genuine  Gold,  send  $8.95. 
30    day    money-back  guarantee. 
For  Christmas  giving,  in  case  lots, 
10  for  $79.50,   POSTPAID.  For 
descriptive  folder  or  single  copy 
at  once,  write: 

MAY  PUBLISHING  CO. 
P.O.  Box  87 
Clearwater,  Fla.  33517 


PHOTOGRAPHS 


INVEST  IN  PIIOIOCKAPHi 


JOIN  THE  PHOTOGRAPHY  BOOM  NOW: 

HASTINGS  GALLERIFS  LIMITED 
LARGEST  INVENTORY  IN  THE  WORLD 


Conlact:  HASTINGS  GALLERIES- 
121  Fast  24th  Street.  Mh  Floor 
New  York.  N.Y.  10010 
(212)  228-0700 


AUTOMOBILES 


'80  Cadillacs  Cost  Less 
In  Detroit 

Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see 

DALGLEISH 
CADILLAC 
6160  Cass  Ave.,  Detroit  48202 
Phone  (313)  875-0300 

Call  Bob  Pierce  or  Chas.  Owens 


r 


ROLLS  ROYCE 

Before  you  buy  any  Rolls  Royce"  call 

GLAI»DIN4i 

nou  s  novn:  CO. 

Baltimore.  Maryland 
Factory  authorized  dealer 
^ince  1965.  Open  7  days  a  week 
Call  (301)  761-9393: 
(301)  987-0072  Sundays.  , 


YACHTS  &  BOATS 
CHARTERS 


VIRGIN  ISLANDS 
SAILING  VACATIONS 

Representing  50  select  yachts  with 
crew.  From  $95  day/person  includes 
all  meals,  bar,  watersports.  Send 
dates,  number  people,  ages,  to: 

BLUE  WATER  CRUISES 

P.O.  Box  758-F,  St.  Thomas 
Virgin  Islands  00801,  809-774-0650 


BOOKS 


Forbes: 
Capitalist 
Tool 


An  Alternative  To 
The  $21  Button  Down 
Ours...$W. 


00%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 

Finest  traditional  design  and  tailoring 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  t4,/a-1l7V!/32-35 


MmtttngtattoiiotimrB 

2258  E  MAIN  ST  •  COLUMBUS.  OHIO  43209 
Telephone  Orders  (614)  237-5695 
send  me  100%  cotion  shirt(s)  @  514  00  ea 
up  &  Ins  regardless  ol  quantity 


Size 


I  D  Pers  Ck      ;  !  Mslr  Chg      D  Visa     [  1  Am  Exp 

|  Card  No   

I  Exp  Dale  Mstr  Chg  Bank  No   

I  Signature  


|  eity_ 

\  State 
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The  new 
school  of 
thought 
in  old 
school 
ties. 


The  new  scnool  prefers  its  corporate 
pride  to  be  slated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

Minimum  order  150.  , 

9iatnptan  Matt,  £td. 

corporate  fashion 

51  East  42nd  Street,  Department  FB-11 
New  York,  N  Y   10017  .(212)687-6810 


NOW  A  PEN  THAT  SAYS  WHEN!!: 
$29.95  LED  ir  *  *  $39.95  LCD 

Remarkable  pen  with  digital  readout: 
hr./min.,  day,  date,  mo.,  sec.  Handy 
timekeeper  available  in  brushed  stain- 
less steel,  black  anodized  w/14k  gold 
trim    (  |  $5),    or    I4k    gold  plated 
(  +  $10).  Chronograph  &  alarm  models 
$49.95.  One  yr.  warranty.  Add  $2.50 
for  shipping.  MC,  VISA,  CB,  AE,  DC 
ESI,  23012  Del  Lago,  Suite  D 
Laguna  Hills.  CA  92653 
(714)  770-3246 
Outside  California  call  toll  free- 
1  (800)  854-6831 

TAXPAYERS'  CATHARSIS 
Tax  Graffiti"  has  arrived  .  .  .  num- 
bered limited  edition  lithographs  .  .  . 
timely  content  in  full  color  .  .  .  8"xl0" 
readily  frameable  .  .  ..deliuhtfully  dif- 
ferent ...  set  of  three  $59.55  ...  re- 
fund examination  period  15  days  .  .  . 
or  black  &  white  sampler  $3.00  .  .  . 
order  &  check  to:  Wm.  T.  Chinnery 
7721  State  Line 
Kansas  City.  MO  641  14 


Thoughts 

on  the  Business  of  Life 


Why  doesn't  the  fellow  who 
says,  "I'm  no  speechmaker," 
let  it  go  at  that  instead  of 
giving  a  demonstration? 
Kin  Hubbard 


A  dissenting  minority  feels 
free  only  when  it  can  impose 
its  will  on  the  majority;  what 
it  abominates  most  is  the 
dissent  of  the  majority. 
Eric  Hoffer 


Things  in  our  country  run 
in  spite  of  government, 
not  by  aid  of  it. 
Will  Rogers 


There  are  no  personal 
sympathies  in  politics. 
Margaret  Thatcher 


There  are  characters,  from  which 
if  you  subtracted  politics, 
there  would  be  nothing  left. 
Lord  Rosebery 


A  Text . . . 

Pray  for  us:  for  we 
trust  we  have  a  good 
conscience,  in  all 
things  willing  to 
live  honestly. 
Hebrews  13:18 


Sent  in  by  Erna  Arnesen,  Metuchcn,  N.J. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


When  you  prevent  me  from 
doing  anything  I  want  to  do, 
that  is  persecution;  but 
when  I  prevent  you  from  doing 
anything  you  want  to  do,  that 
is  law,  order  and  morals. 
George  Bernard  Shaw 


The  justification  of  majority 
rule  in  politics  is  not  to  be 
found  in  its  ethical  superiority. 
Walter  Lippmann 


It's  so  much  easier  to  be 
enthusiastic — especially  when 
there's  grounds  for  it. 

Most  everyone  wants  to  do 
what's  fair,  right  and  good, 
but  knowing  what  is  is 
often  the  tough  part  * 
Malcolm  Forbes 


Nothing  is  interesting 
if  you're  not  interested. 
Helen  MacInness 


The  foundations  of 
morality  are  like  all 
other  foundations:  If 
you  dig  too  much  about 
them  the  superstructure 
will  come  tumbling  down. 
Samuel  Butler 


If  thy  morals  make  thee  dreary, 
depend  upon  it  they  are  wrong. 
Robert  Louis  Stevenson 


Here  is  the  beginning  of 
philosophy:  a  recognition 
of  the  conflicts  between  men, 
a  search  for  their  cause, 
a  condemnation  of  mere 
opinion  .  .  .  the  discovery 
of  a  standard  of  judgment. 
Epictetus 


All  some  folks  want  is 
their  fair  share — and  yours. 
Arnold  Glasow 


*The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  ovei  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and  order  to 
Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Heroism,  the  Caucasian 
mountaineers  say,  is  endurl 
for  one  moment  more. 
George  Kennan 


Why  should  we  honor  thosi 
that  die  upon  the  field  of 
battle?  A  man  may  show  as 
reckless  a  courage  in  enterj 
into  the  abyss  of  himself. 
William  Butler  Yeats 


Loyalty  must  arise  spontanj 
from  the  hearts  of  people  vi 
love  their  country  and 
respect  their  government. 
Hugo  L.  Black 


What  is  the  real  relation 
between  happiness  and  goo 
It  is  only  within  a  few 
generations  that  men  have 
courage  to  say  that  there  is 
William  Graham  Sumner 


As  restrictions  and  prohibil 
are  multiplied  the  people  g 
poorer  and  poorer.  When  tl| 
are  subjected  to  overmuch 
government,  the  land  is 
thrown  into  confusion. 
Lao-tzu 


Most  of  the  shadows  of  thii 
life  are  caused  by  our  stand 
in  our  own  sunshine. 
Ralph  Waldo  Emerson 


He  is  free  who  knows  how 
to  keep  in  his  own  hands 
the  power  to  decide,  at  eac 
step,  the  course  of  his  life, 
and  who  lives  in  a  society 
which  does  not  block  the 
exercise  of  that  power. 
Salvador  de  Madariaga  ' 


It  is  simply  untrue  that  all 
our  institutions  are  evil, 
that  all  adults  are  unsymp; 
that  all  politicians  are  mer 
opportunists,  that  all  aspec 
of  university  life  are  corruj 
Having  discovered  an  illnei 
it's  not  terribly  useful  to 
prescribe  death  as  a  cure.  1 
George  McGovern 


FORBES,  NOVEM 


Sole  U.S.A.  Distributor,  Foreign  Vintages,  Inc.,  Jericho,  N.Y. 
Imported  by  Remy  Martin  Amerique,  Inc.,  N.Y./N.Y.  SOProof 
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Citibank,  N.A.  Meil 


How  do  you  process  a  30-ton  roll  of  newsprint,  25  miles  long? 
This  Finnish  paper  company,  financed  by  Citibank,  can  do  it  by  compil 


Ahlstrom  is  not  only  Finland's  largest 
producer  of  newsprint;  Ahlstrom 
makes  paper  mill  machinery  as  well. 
Like  this  massive,  computer-controlled 
rewinder,  on  which  a  giant  roll  is 
reduced  to  smaller  rolls,  to  be  shipped 
to  newspapers  around  the  world. 
(Examples:  Britain's  Financial  Times; 
Italy's  Corriere  della  Sera.) 

Through  a  multimillion-dollar  financ- 
ing managed  by  a  Citibank  affiliate, 
Citicorp  International  Group,  Ahlstrom 
is  installing  a  huge  sulphate  pulp  mill 
in  its  Varkaus  plant.  This  will  upgrade 
Ahlstrom's  market  pulp  to  the  premium- 
priced  Alpha  grade,  while  yielding 
highly  marketable  by-products. 

Citibankers  work  for  us 
wherever  we  do  business!' 

Says  Jarl  Engblom,  Executive 
Vice  President  of  Ahlstrom:  "With 
manufacturing  plants  in  seven 
countries  and  markets  on  every 


continent,  we  benefit  from  the 
international  resources  Citibankers 
provide  us." 

Among  the  products  Ahlstrom 
sends  to  market  are  directory  papers 
(as  used  in  the  Paris  phone  book), 
packaging  (for  a  favored  Finnish 
vodka),  paperboard  and  plywood  and 

Jarl  Engblom  (left),  Executive  Vice  President  of 
Ahlstrom,  discusses  progress  of  the  new  sulphate 
pulp  mill  with  Citibanker  Bob  Bennett. 


plastics,  glass  and  fibreglass,  e) 
heavy  engineering  equipments 
ing  a  pump  with  a  capacity  of  I 
million  litres  a  minute. 

Citibankers  meet  that  standafl 

Comments  Citibank  Vice  Pr»l| 
Robert  C.  Bennett:  "From  its  blfl 

Ahlstrom  expects  the  same  inndB 
ness  and  professionalism  for  wil 
the  company  itself  is  known.  O'P 
years  of  association  with  AhlstiB 
indicate  how  well  Citibankers  rl 
that  standard." 

Around  the  world,  whereveill 
structive  projects  and  purposes! I 
innovative,  professional  bankin|J 
you'll  find  Citibankers  at  work 
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What  the  rich  give  the  wealthy. 


Royal  Salute  by  Chivas.  21  year  old  Scotch  whisky.  About  $50  a  bottle? 

Presented  in  blue,  green,  or  brown  Spode  china  decanter,  with  matching  velvet  opera  sack. 

21  YEAR-OLD  BLENDED  SCOTCH  WHISKY  •  80  PROOF  •  GENERAL  WINE  4  SPIRITS  CO ,  NEW  YORK.  NY.  "PRICE  MAY  VARY  ACCORDING  TO  STATE  &  LOCAL  TAXES. 


Free  Planning  Guide  For  Pension 
J  and  Profit  Sharing  ^ 
Programs 


If  you're  considering  a  retirement  benefit  program 
for  your  company,  a  little  time  spent  with  this  portfolio 
should  prove  invaluable.  It  won't  make  you  an  expert, 
but  it  will  provide  you  with  enough  background  infor- 
mation so  that  you  can  discuss  your  requirements 
knowledgeably  with  whoever  you  select  to  be  manager 
of  your  plan... even  if  it  isn't  The  Bankers  Life  of 
Des  Moines. 

This  easy-to-understand  guide  is  a  working,  practical 
check  list  of  most  of  the  plan  features  you  will  wish 
to  consider.  It  explains  many  of  the  choices  available 
in  funding,  plan  provisions,  and  retirement  options 
so  that  you  may  evaluate  them  in  terms  of  your  par- 
ticular wishes.  For  instance,  questions  such  as  these: 

■  How  much  and  how  flexible  should  the  company's 
funding  be? 

■  What  are  some  possible  formulas  for  allocating 
benefits  among  employees? 


THE 
BANKERS 
LIFE 


■  Can  pension  benefits  be  integrated  with 
social  security? 

■  How  many  employees  must  be  eligible  to 
receive  benefits? 

■  Should  retirement  benefits  emphasize  years  of 
service  or  salary? 

■  Should  employee  contributions  be  allowed? 
Encouraged? 

■  What  kind  of  death  and  disability  benefits  may 
be  considered? 

■  Do  you  wish  participants  to  retire  at  a  certain  age? 

This  informative  guide  is  yours  for  the  asking.  Simply 
send  in  the  coupon  below,  or  drop  us  a  note  on  your 
letterhead.  There  is  no  obligation.  We  figure  the  more 
you  know,  the  more  likely  you  are  to  call  us. 


The  Bankers  Life  —Group  Pensions 

Des  Moines,  Iowa  50307 

□  Please  send  me  the  Executive  Planning  Guide  to  Pension  and 
Profit  Sharing  Plans. 

□  I  am  Interested  in  discussing  a  plan  with  your  representative- 
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Bankers  Life  Company    Des  Moines.  Iowa  50307 
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MAI: 

now  listed  on  the 

New  York 
Stock  Exchange. 


Ticker  symbol:  M. 
Trading  from  November  5th,  1979. 


MAI  —  Management  Assistance  Inc. (NYSE:  M)  —  is  a 
multinational  manufacturer,  marketer  and  servicer  of  busi- 
ness computer  and  word  processing  systems. 

MAI's  products  are  sold  and  serviced  through  an  estab- 
lished network  of  direct  sales  offices  and  independent 
distributors  in  over  65  U.S.  cities  and  through  1 60  service/ 
maintenance  locations  from  coast  to  coast. 

Our  domestic  maintenance  subsidiary  services  a  broad 
range  of  information  processing  equipment,  including  not 
only  MAI's  products  but  also  those  of  many  other 
manufacturers. 


Internationally,  MAI's  products  are  sold  and  serviced  in 
more  than  30  countries  in  major  world  markets. 

Our  expanding  distribution,  technological,  financial  and 
management  capabilities  have  made  MAI  a  leader  in  the 
information  processing  industry,  which  is  growing  at  a  rate 
of  more  than  30%  per  year.  And  MAI  is  well-positioned  to 
participate  fully  in  that  growth. 

Write  for  our  Annual  Report  to:  MAI,  300  East  44th  Street, 
New  York,  NY  10017. 


Earnings  Per  Share 

(Before  extraordinary  credits) 


1975  1976 


1977 


1978 


1979 


1975  1976 


1977 


1978 


1979 


I  Shows  9-month  figures  (unaudited)  for  1978  &  1979: 
"Revenue":  1978— $146.9  (mil.);  1979— $191.6  (mil.).  "Earnings  Per  Share":  1978— $1.48;  1979— $1.70. 

It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


duplicators  for  those 
appreciate  the  virtue 
of  simplicity. 


W^hen  you  push  a  few  buttons  on  a  Xerox  high- 
speed duplicator,  a  miracle  occurs. 
A  multitude  of  complicated  jobs  are  converted 
instantly  into  simple  ones. 

For  example,  you  can  get  a  Xerox  duplicator  that 
copies  on  both  sides  of  a  piece  of  paper,  automatically. 
That  reduces,  automatically.  Collates,  automatically 
Feeds  and  cycles  up  to  200  originals,  automatically. 
And  even  makes  two-sided  8-1/2"  x  1 1"  copies  from 
unburst  computer  printouts,  automatically. 

But  of  all  the  virtues  of  simplicity,  the  greatest  is  this: 
It  increaseth  productivity. 

Since  Xerox  duplicators  are  so  easy  to  use,  people 
can  spend  more  time  using  them,  and  less  time  figuring 
out  how.  Anyone  who  can  master  the  technology  of 
pushing  buttons  can  operate  one  of  our  duplicators. 

So  if  you  appreciate  the  virtues  of  simplicity,  look 
into  the  virtues  of  a  Xerox  9200  or  9400  duplicator. 

We'll  even  arrange  a  simple  demonstration  at  your 
convenience. 

Just  in  case  you  don't  accept  miracles  on  faith  alone. 

XEROX 


XFRC  )X®.  ''2(111®  jiui         mv  iradcmjrks  of  XEROX  CORPORA 
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A  capitalist  tool 
comes  to  call 

"Keeping  an  eye  on  the  enemy?"  asked 
Tom  Hayden,  when  Ann  Hughey  of 
Forbes'  Washington  bureau  called  on 
him  at  his  retreat  in  California's  Santa 
Barbara  hills  to  talk  politics.  Hughey  ex- 
plained, as  she  did  to  countless  other 
theorists,  activists,  journalists  and 
unionists,  both  prominent  and  obscure, 
that  with  all  the  talk  about  the  country's 
shift  to  the  Right  and  the  neoconserva- 
tives,  she  had  begun  to  wonder  what 
kind  of  shape  the  left  wing  of  American 
politics  was  really  in.  It  was  a  question 
that  intrigued  Forbes  Editor  Jim  Mi- 
chaels when  he  told  her  to  have  a  look. 

While  most  of  the  leftists  Hughey 
talked  with  were  curious  to  know  just 
why  the  magazine  that  likes  to  call  itself 
"The  Capitalist  Tool"  was  doing  the  sto- 
ry, there  was  very  little  of  the  you're-out- 
to-get-us  paranoia  and  hostility  she  ran 
into  a  couple  of  years  ago  when  she  did  a 
series  on  the  Maoist  Revolutionary 
Communist  Party.  At  the  time,  Hughey, 
a  graduate  of  Wellesley  College  ('70}  and 
the  Columbia  Graduate  School  of  Jour- 
nalism ('72),  was  a  reporter  for  The 
Charleston  Gazette . 

Most  of  the  leftists  Hughey  inter- 
viewed went  out  of  their  way  to  be  help- 
ful. Some  patiently  spent  hours  explain- 
ing the  Left's  sometimes  Byzantine  poli- 
tics, trying  to  shed  some  light  on  the 
complex  and  contradictory  ideas  now 
emerging. 

Beth  Brophy  of  the  Washington  bu- 
reau, who  helped  Hughey  report  the  sto- 
ry, had  a  somewhat  different  experience 
with  Bella  Abzug. 

"Bella  spent  more  than  an  hour  yelling 
at  me,"  Brophy  recalls.  "She  not  only 
answered  my  questions,  she  posed  her 
own  and  answered  them,  too.  Periodical- 


Notes  on 
some  stories 

There's  a  lot  of  gloomy  talk  these  days 
about  American  industry  losing  its  com- 
petitiveness. To  some  degree,  perhaps, 
it  has.  This  issue's  cover  story  details 
the  struggle  of  our  semiconductor  indus- 
try to  maintain  its  strong  technological 
lead  against  protected  Japanese  competi- 
tion in  an  industry  we  virtually  invent- 
ed. And  Boeing  (p.  42) ,  which  has  long 
dominated  the  world's  airways,  is  meet- 
ing up  with  tough  competition  from 
abroad.  But  as  we  pointed  out  recently 
(Forbes,  Oct.  29),  U.S.  exports  are  boom- 
ing in  spite  of  the  fact  that  a  good  many 
countries  play  less  than  fair  when  it 
comes  to  letting  Americans  compete.  In 


Forbes' Ann  Hughey 


ly  she  would  pause  in  her  loud,  i 
monolog  to  tell  me  that  I  didn't  uq 
stand  anything." 

Hughey  tried  to  see  Dennis  Kucifl 
who  was  in  the  middle  of  a  tough,  lot 
effort  to  win  reelection  as  mayo) 
Cleveland  and  is  a  hero  on  the  Left 
cause  of  his  antibusiness  stance  anq 
ban  populist  style.  After  weeks  of  trj 
to  set  up  an  interview,  she  was  fin 
told  that  he  didn't  see  any  point  in  t 
ing  about  the  Left  because  he  wasn't 
he  was  a  part  of  it. 

Mark  Dowie,  the  publisher  of  Mo 
Jones,  told  Hughey  his  political  ed 
tion  began  when,  working  for  Kern 
Bechtel  at  the  Industrial  Indemnity 
he  was  assigned  to  monitor  leftist  pi 
cations.  He  warned  Hughey,  only  hai 
jest,  that  doing  this  story  might  con 
her,  too.  She  also  found  out  that  sj 
leftists  read  Forbes  to  keep  track  of) 
doings  of  the  corporate  enemy. 

Her  story  begins  on  page  151. 


this  issue,  we  tell  two  stories  about 
companies  that  are  not  only  hol» 
their  own  in  foreign  markets  but  act 
ly  gaining  ground:  Dow  Chem 
(p.  169)  and  Merck  &  Co.  (p.  40).  D 
sell  America  short.  Not  yet,  anyhov 
Too  much  paper  has  been  wasteo 
the  subject  of  whether  oil  company  j 
its  are  or  are  not  obscene;  too  many  v 
coiffed  TV  commentators  have  spel 
out  too  much  nonsense  on  the  sub) 
So  why  are  we  adding  to  the  din? 
cause  we  don't  think  the  subject 
been  put  into  proper  perspective, 
page  37  of  this  issue,  Executive  Ec 
James  Cook  cuts  through  the  masi 
verbiage  and  explains  how  and  why 
company  profits  are  up  this  year. 
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After  85  years,  we  made  a  name 
for  ourselves. 


InerflViist 


We  started  corporate  life  as 
Cleveland  Trust. 

Since  then,  we've  become  one  of 
America's  largest  bank  holding  companies 
with  over  $5  billion  in  assets  and  $7  billion 
in  trust  assets.  Our  lead  bank  lends  up  to 
$40  million  to  a  single  customer. 

In  profitability  and  capital  strength, 
our  performance  is  about  double  the  large 
bank  average  for  1979.  In  the  last  16  years, 
our  dividends  paid  have  grown  faster  than 
all  but  four  of  the  top  50  in  America. 

Our  family  of  banks  has  grown  in 
scope  as  well  as  size,  with  120  offices  plus 
national  and  international  capabilities  in 
innovative  lending  and  cash  management. 

Now,  we  have  a  name  to  take  us  to 
a  new  horizon.  AmenTrust.  A  major 
financial  institution  attuned  to  all  of  today's 
financial  needs  and  preparing  for  all  of 
tomorrow's. 

You'll  remember  the  name.  Just 
think  of  America.  And  trust. 


"The  Continental  Corporation 
doesn't  insure  a  thing.  But  we  have  39  subsidiaries 
and  25  affiliates  that  insure  almost  everything." 


"When  you  look  at  this  map,  you 
see  countries.  When  I  look  at  it,  I 
see  opportunities. 

"I  see  opportunities  for  the  $7 
billion  Continental  Corporation  to 
broaden  its  basic  mix  of  insurance 
business  and  provide  more  services  in 
more  markets  to  meet  growing  insur- 
ance needs,  worldwide. 

"As  a  holding  company,  we  direct 
the  efforts  of  our  subsidiaries  and 
affiliates  to  underwrite  as  broad  a  range 
of  risks  as  possible.  And,  by  way  of  our 
international  operations,  to  spread  the 
risks  around  the  world. 

"And  that's  exactly  what  we're  do- 
ing. Our  subsidiary,  The  Continental 
Insurance  Companies,  is  the  seventh 
largest  U.S.  property  and  casualty 
insurer.  Working  through  13,000  inde- 
pendent agents,  we  insure  everything 
from  automobiles  to  giant  tankers. 
We're  big  in  life,  accident  and  health 
insurance,  too.  And  we  also  have  com- 
panies that  provide  allied  services  to 
the  insurance  industry— like  AFCO, 
the  leading  premium  financing  com- 
pany, and  Underwriters  Adjusting 
Company,  one  of  the  top  three  claims 
adjusting  firms  in  the  U.S. 

"We're  a  major  factor  in  overseas 
insurance  with  operations  in  over  70 
countries.  In  some  places  we  participate 
directly  in  foreign  insurance  markets 
through  branch  offices,  such  as  those  in 
London  and  Singapore.  In  others,  we 
engage  in  joint  ventures  with  foreign 
companies,  like  Phoenix  Continental, 
S.  A.,  in  Brussels.  Or  we  hold  part  owner- 
ship of  a  successful  local  insurer,  as  in 
Ireland  and  Malaysia. 

"Our  range  of  reinsurance  services 
is  one  of  the  most  comprehensive  in 
the  world  today.  Headed  by  Continental 


John  B.RickerJr., Chairman  and  President 

Reinsurance  Corporation  and  The 
National  Reinsurance  Corporation,  our 
reinsurance  operation  is  the  second 
largest  in  the  U.  S.  and  the  fifth  largest 
in  the  world. 

"And  we're  always  exploring  new 
avenues  for  diversification.  New 
branches  were  recently  opened  in 
Tokyo  and  Hong  Kong.  We've  even 
conducted  discussions  with  represen- 
tatives of  the  People's  Republic  of 
China.  Our  Marine  Office  of  America 
Corporation,  one  of  the  world's  largest 
marine  insurers,  now  exchanges  insur- 
ance services  with  The  People's  Insur- 
ance Company  of  China.  Back  home, 
we're  taking  full  advantage  of  the  new 
Insurance  Free-Trade  Zone  in  New 
York,  the  first  of  its  kind  in  the  U.  S. 

"Has  our  strategy  paid  off?  It  cer- 
tainly has.  In  1978,  we  reported  record 
results  in  revenues,  income,  assets  and 
shareholders'  equity.  Operating  income 
rose  to  $303  million.  That's  a  21%  in- 
crease over  1977. 

"What's  more,  we're  a  company 
that  has  paid  consecutive  cash  divi- 
dends since  1853  — longer  than  all  but 
twelve  companies  on  the  Big  Board. 

"As  a  leader  in  our  industry,  our 
goal  is  to  continue  to  look  for  oppor- 
tunities to  spread  our  risks  while  ex- 
panding our  services  to  the  insuring 
public." 

For  our  latest  financial  reports, 
write  The  Continental  Corporation, 
Dept.  B,  80  Maiden  Lane,  New  York, 
New  York  10038. 


THE 

CONTINENTAL 
CORPORATION 

The  Continental  that  means  insurance. 


Trends 


Slowdown  in  Washington 

Even  before  the  Federal  Reserve 
slammed  on  the  money  brakes  early  last 
month,  the  bloom  was  fading  on  the 
home  real  estate  boom  in  Washington, 
D.C.,  one  of  the  red-hot  markets  with 
home  prices  climbing  15%  to  20%  a 
year.  During  the  first  half  of  1979,  the 
Washington  Board  of  Realtors  says,  598 
homes  were  sold  and  the  average  price 
was  $103,800.  Since  July,  352  have 
changed  hands  at  prices  averaging  less 
than  $97,000,  a  drop  of  7%  in  four 
months.  Some  falling-off  is  expected  at 
this  time  in  any  year  but  this  one  is  more 
than  seasonal  and  with  the  money  vise 
tightening,  real  estate  experts  expect  the 
Capital  to  return  to  normal  with  annual 
price  increases  of  3%  to  4%.  The  peren- 
nially bullish  realtors,  however,  see  the 
boom  returning  in  a  few  years.  "If  you 
have  any  faith  in  inflation,"  says  Foster 
Shannon,  president  of  one  major  D.C. 
firm,  "it'll  happen  again."  When?  "By 
1982  or  1983."  Meanwhile,  it  will  mean 
quieter  times  for  Washington's  middle- 
class  home  owners  who  have  been  coin- 
ing capital  gains  on  their  houses,  and  for 
their  wives,  who  have  made  real  estate  a 
woman's  game  in  the  District. 

Youth  at  the  wheel 

Traveling  salesmen,  whose  lobbying 
clout  helped  beat  a  White  House  gas- 
rationing  plan  in  Congress  earlier  this 
year,  are  back  trying  to  take  wheels  away 
from  American  youth.  Last  summer,  the 
Bureau  of  Salesmen's  National  Associ- 
ations wanted  licenses  withheld  from 
anyone  under  19  (except  farmers).  Now 
they  are  pressing  to  limit  high  school 


student  driving.  Grounding  the  country's 
15.5  million  high  schoolers,  the  Bureau 
claims,  would  save  6  million  gallons  of 
gasoline  daily.  Only  half  the  high  school 
population  now  uses  buses  and  forcing 
them  all  to  do  so,  the  Bureau's  director, 
Marshall  Mantler  says,  would  cut  2% 
from  the  300  million  gallons  U.S.  drivers 
burn  every  day.  Most  lawmakers  will 
probably  endorse  Mantler's  lofty  charac- 
ter-building aims.  But  they  will  also  bear 
in  mind  that  the  U.S.  now  has  4.2  mil- 
lion 18-year-olds,  in  and  out  of  high 
school — and  under  the  26th  Amendment 
to  the  Constitution,  they  all  can  vote. 

Who  runs  insurance? 

Like  two  bull  elephants  warily  circling, 
Washington  and  the  insurance  industry 
have  sparred  for  decades  over  the  issue  of 
federal  regulation.  (Traditionally,  the 
states  have  controlled  insurance.)  The 
latest  ground-pawing  bellow  came  from 
the  General  Accounting  Office,  the  con- 
gressional watchdog  agency,  with  some 
critical  if  familiar  findings  on  auto  insur- 
ance. Harry  S.  Havens,  the  GAO  pro- 
gram analysis  director,  told  a  Senate  sub- 
committee that  the  "revolving  door" 
problem — the  practice  of  state  regulators 
moving  to  the  industry  after  a  tour  of 
duty — plus  other  state  shortcomings, 
may  be  enough  to  justify  federal  control. 
"There  is  still  less  than  an  arms-length 
relationship  between  the  National  Asso- 
ciation of  Insurance  Commissioners  and 
the  industry,"  Havens  noted,  adding  that 
there  was  "almost  no  consumer  partici- 
pation and  almost  no  limit  to  industry 
participation."  As  for  the  state  agencies, 
they  are  lax  in  scrutinizing  rate  schemes 
in  their  state  and  examining  individual 


Wheels  as  a  way  of  teenage  life  (from  the  movie  American  Graffiti) 
A  dream  of  noble  goals,  but  a  political  nightmare. 


company  finances  and  marketing 
niques,  the  report  said.  Havens'  i 
leaves  Senator  Howard  Metzen 
(D-Ohio)  and  his  insurance  subcor] 
tee  with  these  choices:  leaving  refoi 
the  states  themselves,  rewriting 
McCarran-Ferguson  Act  (which  bar 
eral  controls  on  insurance)  to  perr. 
least  a  standby  role  for  Washingti 
scrapping  that  law  completely  and 
ing  federal  agencies  supervise  insur: 

Oil  or  ice 

A  new  center  of  attraction  for  oilr 
the  Alaskan  waters  of  the  Beauforll 
In  December  the  federal  governmenl 
the  state  of  Alaska  will  auction  exjjl 
tion  leases  on  114  tracts  in  the  sal 
month  ago,  Alaska's  Department  ofil 
ural  Resources  predicted  that  thlf 
companies  might  have  to  pay  more  I 
$2  billion  for  them;  now  the  stat<| 
decided  to  increase  the  stakes.  Tdl 
rights  to  26  of  the  Alaskan  tractsil 
bidders  will  have  to  offer  a  percental 
their  net  profits  from  the  property| 
top  offer  wins.  That  percentage 
come  on  top  of  $5  million  to  $10  mi| 
in  front  money  and  a  fixed  royall 
20%  of  a  tract's  gross  production.  R<| 
Le  Resche,  who  heads  the  Alaska;[ 
sources  department,  explains  that  i| 
26  stretches  of  Arctic  water  are  so  ejjl 
sive  because  "they're  the  surest  thii| 
The  remaining  and  presumably 
promising  sites  will  be  awarded  tcl 
company  coming  up  with  the  biggesil 
front  bonus  bid.  How  certain  arel 
choice  26?  "We  wouldn't  use  that  sy:| 
on  acreage  that  isn't  promising," 
Resche  says.  On  this  acreage,  the  p  i 
ise  is  certainly  there.  The  lots  are  juil 
the  north  and  east  of  Prudhoe  Bayl 
bear  a  tempting  geological  resembl  f 
to  that  area,  site  of  the  North  Slope! 
nanza.  Still  further  east,  moreover,  C| 
dian  oil-hunters  have  been  making! 
nificant  oil  and  gas  finds  in  their  hal 
the  Beaufort  Sea. 

.  .  .  And  so  to  bed 

The  waterbed,  with  all  its  leering  iril 
cations  that  nights  were  meant  for  nl 
than  sleeping,  was  not  the  passing  fa  [ 
critics  termed  it.  This  year,  retaiieil 
the  item  expect  sales  of  $600  milliorl 
50%  over  1978,  with  a  matching  jural 
unit  sales.  Conventional  beds  ("cl 
beds"  to  aficionados)  have  sold  <| 
steady  22  million  a  year  since  1967. 
waterbed  may  not  be  taking  over  Ami 
ca's  sleeping  habits — this  year's  si 
will  probably  be  about  1 . 1  million  uniij 
but  it  is  moving  in  that  direction, 
lington  Industries'  furniture  division)! 
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•'van  , 
einsii  i 


There  are  so  many  desktop  calculators  to  choose  from,  you 
want  to  be  sure  you're  getting  the  most  for  your  money 

How  can  you  get  the  job  done  with  speed,  accuracy  and 
economy?  Just  select  any  one  of  Toshiba's  complete  line  of  desktop 
calculators. 

You'll  find  that  model  for  model  our  units  are  competitively 
priced.  And  when  it  comes  to  features,  chances  are  you're  getting 

even  more  calculator  when  you  choose  a 
Toshiba.  But  we  don't  sell  you  a  calculator 
and  then  forget  you.  We're  behind  every 
machine  we  sell,  with  the  best  sales  service 
|«  CTTIIJ/2L    and  technical  service 
\3C  I  1  lilV?    [n  me  business. 

YQl  THE       ^  there's  ever  a  problem, 

ff|4*Vf  T^\AA   no  Pr°blem.  One  of  our 

Uvl  lUIVl  highly  skilled  technicians 
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is  just  a  phone  call  away. 
So  it  all  adds  up  to  this. 
You  save  time  and  money  on 
every  Toshiba  calculator. 
Which  means  we  solve  all  your 
problems  for  a  lot  less. 
And  that's  the  bottom  line. 


So  are  we. 

Taxes  are  equitable  and  stable  in  Georgia.  And  industry  is 
given  attractive  location  incentives.  Georgia's  new  freeport 
law,  for  example,  allows  local  governments  broad  options  of 
exempting  property  taxes  on  various  types  of  inventory  Our 
supportive  tax  system  could  provide  just  the  environment 
your  company  needs  to  yield  higher  profits.  For  more  infor- 
mation, including  confidential  site  selection  assistance, 
call  or  write:  W.  Milton  Folds,  Commissioner,  Georgia 
Department  of  Industry  &  Trade,  404/656-3556, 
P.O.  Box  1 776,  Atlanta,  Georgia    g  2-***^~*M&mm 
30301 ,  Dept.  FB-03.  1  W%*A 


INDIANA  UNIVERSITY 

GRADUATE  SCHOOL  OF  BUSINESS 


the 

ECUTIVE 
PROGRAM'OQ 


Our  29th  year 


You  have  profit  concerns  .  .  .  always 
wanted  an  MBA  .  .  .  don't  have  the  time- 

The  Indiana  Executive  Program,  in  a  series  of 
short  intensive  educational  experiences— de- 
signed for  the  private  sector,  profit  center 
manager— provides  an  MBA  frame  of  refer- 
ence This  may  be  as  close  as  you  want— or 
need— to  get 


May  27 
June  13 
1980 


The  Professional  Manager 

(3  Weeks),  or 

Managing  Business  Functions 

(3  Weeks) 

June  1-6,      Managing  External  Forces 
1980        (1  Week) 

To  receive  brochure  with  complete  details. 

write  or  telephone 

DR  WILLIAM  L  HAEBERLE 
Professor  of  Management 
Director,  Indiana  Executive  Program 
Graduate  School  of  Business 
Indiana  University 
Bloomington.  IN  47405 
812/337-3462 


Name:  --*-;  

Title:  

Company  . 

Street:  ,  

City:  State   _  Zip 


PUT  OUR  "BOTTOM  OF  THE  BARREL" 
CAVIAR  AT  THE  TOP  OF  YOUR  LIST 

Let  us  tell  you  a  secret  of  the  caviar  business 
that  will  save  you  nearly  60%  of  the  cost  of 
the  unique,  genuine  Caspian  product. 
The  beautiful  black  eggs  of  Russian  Beluga 
Caviar  are  frequently  broken  at  the  bottom  of 
the  barrel.  This  is  the  caviar  that  we  pack 
under  the  Kamchatka  label.  It  may  not  look 
quite  as  pretty  as  the  whole  grain  caviar,  and 
it  doesn't  crunch  as  well.  But  for  splendid 
flavor  it  will  match  ANYTHING  YOU  CAN 
BUY  AT  4  TIMES  THE  PRICE. 
A  case  of  twelve  one  ounce  jars  is  a  bargain 
at  $50.  That  includes  shipment  anywhere 
in  the  U.S.  or  you  can  order  a  sampler  pack 
of  3  jars  for  $13.95  postpaid. 
Join  the  thousands  of  satisfied  customers 
who  save  substantially  when  purchasing 
the  Kamchatka  label.  If  not  fully  satisfied, 
we  will  make  full  refund  for  the  unused 
jars.  A  catalog  with  many  wonderful 
delicacies  &  gift  ideas  all  at  discounted 
prices,  will  be  enclosed  with  every  order. 

SEND  YOUR  CHECK  TO 

catalog  of 
elegant  foods 
&  gift  ideas 


INC 

CAVIAR  CENTER  USA 
870  Madison  Ave.  NY  10021    Imp.  28A 
PHONE  ORDERS  (212)  861-1210 


just  introduced  a  line  of  bedroom  sui 
built  around  a  waterbed  frame.  SI 
mons,  the  synonym  for  mattress,  is 
creasing  manufacturing  capacity  for 
hybrid  model  (half  coil  springs,  half 
ter)  and  Sears,  Roebuck,  J.C.  Penney 
Montgomery  Ward  all  now  list  such 
brids  in  their  catalogs.  Stores  special 
ing  in  this  once  exotic  sleeping  devi0 
along  with  such  accessories  as  wa 
heaters — are  also  proliferating,  inert 
ing  from  1,900  to  3,200  in  two  ye| 
One  specialist  in  Houston  opened  ui 
1977  with  $12,000  in  capital;  sales  w 
$26,000  the  first  month  and  now 
$400,000  a  month.  One  reason  the  en 
preneurs  like  the  waterbed:  Net  marja 
average  about  10%  on  sales,  compa 
with  5%  for  conventional  beds. 


Sweet  and  sour 

Candymakers  are  waiting  nervously 
see  whether  the  U.S.  signs  the  Intei 
tional  Cocoa  Agreement  in  Geneva  I 
month.  If  Washington  does  join  (and 
Senate  ratifies  the  move),  it  could  me£ 
fat  rise  in  chocolate  prices.  The  Agj 
ment  (formed  in  1972  but  without 
U.S.)  would  work  like  this:  Cocoa  j 
ducers  (Ghana,  Ivory  Coast,  Nigeria,  J 
zil)  and  major  consumers  (the  L| 
France,  West  Germany,  the  U.S.S 
would  set  prices  and  create  a  buffer  st< 
to  control  them.  Thus,  if  cocoa  fell 
$1. 10  a  pound — it's  $1.22  now — the  as 
ciation  would  stockpile  it  until  the 
rose  to  $1.60,  then  sell  it  off.  (Coi 
costs  40  cents  to  65  cents  a  pound 
produce.)  The  growers  can't  operate  1 
the  oil  sheikhs  because  cocoa  isn't  sc4 
and  because  they  don't  trust  one  anoc 
to  hold  the  price  at  any  prescribed  le 
or  even  to  pay  the  penny-a-pound  1 
that  is  supposed  to  finance  the  stockp 
As  a  result,  they  want  the  U.S.  to  pol 
the  pact  and  to  guarantee  the  penm 
pound  fund.  Both  the  State  Departrru 
and  the  White  House  expect  the  agi 
ment  to  be  signed.  Why  now  and  noi 
1972?  "It's  time  to  take  an  African 
lunch,"  says  one  candyman  in  cynj 
reference  to  the  Carter  Administratic 
efforts  to  woo  the  Third  World. 


Artistic  license 

Despite  problems  as  big  as  Lake  Erie — 
city  went  bankrupt  last  year — Cle 
land's  boosters  are  unbowed.  A  boot  itj) 
from  the  Chamber  of  Commerce  featu 
headlines  like  "Enterprise  Thrives"  ; 
"City's  Commercial  Center  Booir 
The  flip  side  of  the  glossy  flyer,  howe^ 
proclaims  an  art  show  with  the  bam 
line:  "The  Persistence  of  Surrealism.' 
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Because  there  are  a  lot  of  important  things 
should  come  first. 

So  we  take  clients  through  many  steps 
>re  an  actual  exhibit  is  built.  The  right  exhibit, 
that's  what  sets  us  apart. 
Before  our  designers  begin  concepting,  we 
involved  with  sales  and  marketing  management.  We  help  set 
?ctives,  evaluate  audience,  map  strategies,  train  exhibit  personnel, 
establish  lead  gathering  and  follow-up. 
Homework  done,  at  last  we  concept,  design  and  fabricate. 
But  we  don't  leave  you  there. 

Come  the  big  show  we'll  install  your  exhibit,  too.  And  dismantle,  store  and  refurbish  it  later  on.  If  you 
t,  we'll  troop  it  from  city  to  city.  Or  from  country  to  country  through  our  international  operations. 
We  routinely  handle  the  biggest  trade  show,  permanent  or  mobile  marketing  assignments  while 
pleting  many  smaller  ones  at  any  of  our  five  plants  across  the  country.  For  the  biggest  names  in  industry 
/ell  as  companies  on  their  way  up. 
Sure,  we  want  to  build  you  an      /  n — iLJl 
bit.  It's  the  last  thing  we  do  for 
nmercetei'  )Ur  clients, 
se  Thrives' 


We're  exhibits  and  a  whole  lot  more. 

Giltspur  Expo  Industries,  Inc.  Headquariers,  3225  South  Western  Avenue,  Chicago,  Illinois  60608  Phone  (312)  376-3000 

Giltspur  Exhibits,  Exposystems  and  Exposervices  divisions 
located  in  Rochester,  N.Y.;  Pittsburgh,  Pa.;  Chicago,  III.;  Los  Angeles  and  San  Francisco,  Calif. 


in  flight 


You  can  land  in  Lago 
and  never  leave  L.  A. 

Time  was,  you  had  to  fly  to  Lagos  to  learn  how  t 
land  there.  Not  any  more. 

Now  there's  VITAL  IV,  a  computerized  visual 
simulation  system  that  creates  a  precise,  full-color, 
moving  image  of  what  pilots  really  see  when  landing 
or  taking  off.  Day  or  night.  Under  any  weather 
conditions.  At  hundreds  of  airports  worldwide. 

VITAL  IV  helps  train  pilots  efficiently  and 
economically.  And  that  can  help  keep  the  cost  of  flying 
affordable  for  all  of  us. 


Keeping  the  sea  lanes 
free  lanes. 

Aboard  submarines,  ships,  or  aircraft,  our 
anti-ship  weapon,  Harpoon,  has  just  one  purpose: 
To  protect  the  world's  sea  lanes. 

A  single  Harpoon- equipped  ship  can  con- 
tinuously defend  8000  square  miles  of  ocean.  Day 
or  night,  in  any  weather  or  sea  condition,  Harpoon 
stands  guard  with  the  U.S.  Navy  and  with  several 
allied  nations— to  keep  the  sea  lanes  free  lanes. 


om  Atlanta  to  Zurich... 
and  166  other  cities. 


Every  10  days,  another  one  million  people  fly  the  McDonnell  Douglas  DC -10. 
In  service  since  1971,  our  wide-cabin  jetliner  flies  with  43  airlines 
to  168  cities  in  88  countries  around  the  world. 

Come  aboard  and  you'll  enjoy  a  new  feeling  of  freedom.  High  ceilings 
and  wide  aisles.  Comfortable  seats  with  plenty  of  legroom.  Open. 
Unconfined.  Inviting. 

Wherever  you're  going,  ask  for  a  DC -10.  And  enjoy  the  DC  difference. 


The  best  and 
the  brightest. 


The  Eagle  for  the  U.S.  Air  Force.  The 
Hornet  for  the  U.S.  Navy.  In  plain 
language,  the  best  in  the  air  for  the 
work  to  be  done. 

The  Eagle's  work  is  to  guard 
the  skies  against  any  potential 
threat.  Today,  and  well  into 
the  90s. 

The  Hornet's  work, 
aboard  aircraft  carriers  and 
at  land  bases,  is  to  fly  as  two 
planes  in  one:  A  fighter  plane  and  an 
attack  plane.  The  Hornet  will  out- 
perform in  their  respective  roles  two  planes  now  in 
service  with  the  Navy. 


To  learn  more  about  our  Ideas  in  Flight, 

write  for  our  informative  booklet, 

"Surprising  But  True'.' 

Address:  McDonnell  Douglas, 
Box  14526, 
St.  Louis,  MO  63178. 


MCDONNELL  DOUGLAS 


)B?  LET'S  SWAP  RESUMES  SEND  YOURS.  WE  LL  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER  WRITE  BOX  14526.  ST  LOUIS,  MO  631  7B 


The 

Jecembe 


Corporate  Insurance 
Managers,  Controllers 
and  Treasurers... 


You  know  there  is  more  to  insurance 
than  buying  a  policy. 

For  you,  there  is  the  concern  of  premium  pay 
ments,  to  relieve  cash  flow  problems  and  maximi; 
return  on  capital.  Premium  payments  also  establi 
an  additional  line  of  credit  without  disrupting  exist 
ing  lines  of  credit.  It's  not  new.  Often  lump  sum 
payments  just  don't  make  sense. 

Premium  financing  has  been  available  in  many 
ways .  .  .  either  by  bank  loans,  existing  lines  of 
credit  or  through  premium  finance  companies.  Bi 
bank  loans  and  credit  lines  are  expensive  and  ofte 
tied  to  the  "add-on"  interest  rate  concept  or  primt  | 
rate  plus  "points."  Additionally  they  require  a  com 
pensating  balance  of  10  to  20%  and  lengthy  legal 
agreements  and  credit  statements.  In  short, 
a  hassle. 

Premium  finance  companies  are  the  professions 
way  to  go .  .  .to  maximize  cash  flow  and  capital 
return.  And  no  one  knows  this  better  than  the 
people  who  are  professionals  at  premium  financin, 
.  .  .  the  people  of  CUPAC.  Premium  financing 
arrangements  through  CUPAC  are  handled speedil 
and  simply  without  requiring  credit  information 
CUPACs  tailored  premium  finance  plans  all  provicl^ 
monthly  billing .  .  .  without  a  coupon  book  to 
worry  about.  And  if  you  wish,  we'll  combine  all 
of  your  policies  into  one  monthly  computerized 
statement  which  provides  you  with  an  up-to-date 
account  history.  All  this  at  competitive  rates 
without  bothersome  and  expensive  bank  loans  or 
credit  lines. 

At  CUPAC,  we  are  premium  financing 
specialists  who  understand  there  is  more  to 
insurance  than  just  deciding  which  policy  to  buy. 
We  can  show  you  the  significant  benefits  available 
to  you  by  using  CUPAC  for  the  financing  of  all  youi 
property  and  casualty  insurance  coverage  needs. 

For  more  information,  call  our  toll  free  number 
1-800-225-6284  (in  MA  call  "collect"  at 
617-725-6658)  and  ask  for  Mr.  Ben  Brenton,  Vice 
President.  Or  write  CUPAC,  Federal  Reserve 
Plaza,  Boston,  MA  02210. 
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The  fatted  prodigal 

December  1974  Stanley  Kroll  left  his 
1  Street  office,  met  his  wife  uptown, 
ght  a  Rolls-Royce  and  announced  he 
headed  for  Europe.  He  had  spent  that 
nday  morning  selling  the  $12  million 
th  of  wheat  contracts  held  by  him 
his  partners  and  was  leaving  the 
imodities  business.  He  was  quitting  a 
ner.  In  three  years,  he  had  turned 
,000  of  his  own  money  into  a  million 
group  netted  $1.3  million  on  the  big 
;at  sellout  alone)  and  $646,000  be- 
ting to  his  37  quasi-partners  into 
re  than  $2.5  million.  "We've  got 
ugh,"  he  recalled  telling  his  wife 
\bes,  Oct.  1,  1977). 

nough  was  enough  in  1974,  but  Kroll 
ack  for  more.  Since  last  February  he 
-Quire a COir  ^een  working  the  commodities  mar- 
again  with  a  modest  four  accounts, 
his  own.  Why  has  he  returned? 
ause  he  now  sees  a  "greater  potential 
major  profits."  The  commodities 
ket,  he  says,  is  bigger,  more  liquid 
is  more  volatile  today.  All  this,  he 
;,   makes   the   market   "better  for 
essionals." 

roll  dropped  out  in  1974,  he  says, 
ause  he  had  wanted  a  million  dollars 
a  new  life  by  the  time  he  was  40.  He 
i  :hed  that  goal.  For  the  five  years 
':e,  he  and  his  wife  Jarrett  have  spent 
r   winters    sailing    the  Bahamas, 
iprOM  ngS  an(j  summers  cruising  the  canals 
rivers  of  Europe.  And  that  wasn't 
play.  The  Krolls  built  a  fleet  of  what 
/  call  "hotel  boats"  and  through  their 
borate  arm,  Floating  Through  Europe, 
operate  a  tour  business  on  Europe's 


i  short, 

and  capital 
than  die 
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inland  waterways  (at  prices  running 
about  $100  a  day  per  traveler).  While 
doing  all  this  (and  writing  a  book  about 
it),  Kroll  says  he  also  kept  a  constant  eye 
on  commodities. 

Except  for  his  address  (he  is  now  be- 
hind the  Floating  Through  Europe  door 
in  mid-Manhattan  instead  of  in  Wall 
Street),  Kroll  has  changed  little.  He  has 
no  computers,  no  viewing  screens,  no 
props  but  lines  drawn  on  cardboard  and 
scraps  of  paper  bearing  scribbled  price 
moves  for  the  commodities  he  is  hold- 
ing. "I'm  a  chartist,"  he  says,  emphasiz- 
ing that  he  pays  no  attention  to  the  news 
that  fills  and  thrills  the  commodity  press 
and  newsletters.  As  of  old,  he  eyes  the 
major  trends  and  rides  them.  (He's  cur- 
rently big  in  sugar.)  "Tell  me  the  price 
and  I'll  tell  you  the  news,"  is  his  motto. 
Timing  is  the  key  to  commodities  trad- 
ing, he  maintains,  and  his  most  valuable 
assets  are  "experience  and  recall." 

And  how  is  Kroll  faring?  Cordon  bleu 
cooking  may  have  thickened  his  waist- 
line in  five  years  but  he  hasn't  lost  his 
touch.  The  poorest  performance  among 
the  four  accounts  he  runs  (all  discretion- 
ary, with  the  discretion  all  his)  is  a  100% 
increase  of  the  original  stake.  And  the 
million  he  took  away  in  1974  when  he 
settled  in  his  French  home  on  Lake  Ge- 
neva? "I  still  have  it,"  he  says  smugly. 

The  500-pound  canary 

"Will  the  canaries  come  home  to  roost?" 
Forbes  asked  last  year  (Apr.  17,  1978) 
about  Leonard  Stern  and  his  birdseed- 
and-pet-accessory  empire,  the  Hartz 
Mountain  Corp.  At  that  time  a  wave  of 
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ttle  weight  hasnt  slowed,  him  down. 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS.  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  I 


New  Address: 


Citv 


State 


Zip 


Date  of  Address  Change 
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Wild  Gifts  for 
Christinas 


Your  friends  will  enjoy 
a  toast  of "Turkey" 

for  the  Christmas 
celebration.  You'll  find 
America's  finest 
native  whiskey,  101- 
Proof  Wild  Turkey,® 
dressed  for  the 
Christmas  season  in  a 
quietly  elegant  gift 
carton.  It's  a  gift 
tjuly  beyond 
duplication. 


Another  before-dinner  treat  for  ttiose 

who  prefer  America's  finest  whiskey  at  a 
lower  proof— 86. 8-Proof  Wild  Turkey.® 
It's  also  packaged  ready  tor  giving,  in  a 
striking  holiday  carton. 


3fT©  1979  AUSTIN,  NICHOLS  DISTILLING  CO..  LAWRENCEBURG,  KENTUCKY 
'Price  may  vary  by  state. 


WildTur 
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r  dinner,  savor  the  magnificent  taste  of  Wild  Turkey®  Liqueur— 

"Sippin'  Sweet  Cream"  of  liqueurs.  Of  all  the  classic  liqueurs 
he  world,  only  Wild  Turkey  Liqueur  is  made  in  America.  The  perfect 
istmas  gift  for  lovers  of  fine  liqueurs.  Elegantly  gift  packaged. 
Proof. 


The  world's  finest 
whiskey  in  the  world's 
finest  crystal  by 

Baccarat:  Just  introducedT^%m«h^,^ ... ..... 

this  crystal  masterpiece— coiitainiftg^WfbofWild  Turkey 
—was  inspired  by  the  decanters  of  early  American  sea  cap- 
tains. Each  Baccarat  decanter  comes  with  a  numbered 
certificate,  in  a  "Captain's  chest"  of  hand-hewn  wood  with  a 
hand-rubbed  finish.  A  true  family  heirloom.  About  $250* 


m  -4  ^  ^' 


i  first  in  an  exciting  new  series 
A/ild  Turkey  ceramics:  For 

lectors  of  Americana  (and 
inoisseursof  Wild 
key),  America's 
at  native  bird  is 
nmemorated  in  this 
ited-edition  decanter 
bisque  finish)  filled  w 
1- Proof  Wild  Turkey.  It's  a 
idsome  "conversation  piece" 
the  Christmas  season.  Beautifully 
<ed  for  gift  presentation. 
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"We  built  Chrysler  New  Yorker  to 
compete  with  Bulck  Electra.  Most  owners  put  It  In 
a  class  with  Cadillac  or  Lincolnr 

H.E.Weiss, Chrysler  Engineer 


The  1980  New  Yorker  Fifth  Avenue  is 
the  ultimate  in  Chrysler  engineering. 
When  the  Chrysler  engineers  rede- 
signed the  New  Yorker  last  year,  they 
made  it  over  800  pounds  lighter  and 
more  than  a  foot  shorter — to  keep 
pace  with  the  priorities  of  todays  auto 
motive  needs.  Torsion-bar  front  sus- 
pension and  multi-leaf  springs  in  the 
rear  combine  to  cushion  road  shocks 
and  smooth  both  braking  and 
acceleration.  20-ounce  cut-pile  interior 
carpeting  and  sound  insulation  under 
the  hood  help  reduce  road  and  engine 
noise.  So  New  Yorker  rides  smooth. 


quiet  and  comfortable.  A  fine-car  ride 
in  the  long  tradition  of  Chrysler 
engineering. 

Even  engineered  for  the  efficiency 
demanded  in  the  '80's*,  Fifth  Avenue 
Edition  still  features  luxury  as  stan- 
dard equipment.  Like  this  champagne 
interior  with  leather  and  vinyl  seating. 
Air  conditioning.  A M/FM  stereo 
sound.  Leather-wrapped  tilt  steering 
wheel.  Driftwood  appliques  on  the 
instrument  and  door  panels. 

In  styling,  in  quality  of  ride,  in 
smooth  performance,  in  engineering, 
Fifth  Avenue  meets  the  most  demand- 


ing standards  of  luxury.  And  featu 
an  impressive  list  of  optional  equif 
ment.  Select  an  Electronic  Search 
AM/FM  stereo  radio.  Add  the  con 
nience  of  Automatic  Speed  Contro 
and  the  comfort  of  Automatic 
Temperature  Control.  Plus  a  sun  re 
The  1980  New  Yorker  Fifth  Av< 
Edition.  It's  the  ultimate  luxury  au 
mobile.  And  the  ultimate  in  Chrysl 
engineering. 


it  @  mpg/esl  hwy  23.  Est.  range(Ti?)miles/e9 
S3  with  21  gal.  tank  Usees!  mpg  for comparisoi 


•EPA  est 

hwy  483  with  21  gal  tank  Use  est.  mpg  lor  compa 
other  cars  Range  ests  are  determined  by  multiplyin 
and  hwy  ests  by  fuel  tank  capacity  Your  mileage  and 
may  vary  depending  on  speed,  distance  and  weather,  Al 
hwy  mileage  and  range  will  probably  be  less 
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The  1980  Chrysler  New  Yorker. 

Fifth  Avenue  Edition. 
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Follow-Through 


iuits  was  taking  shape,  charging 
\z  Mountain  with  violations  of  the 
rust  statutes. 

me  of  those  canaries  have  come 
e  and  they  are  the  500-pound  vari- 
^ast  month,  Sterp  settled  the  biggest 
rust  suit  against  him — with  A.H. 
ns'  Miller-Morton  subsidiary,  mar- 
r  of  Sergeant's  pet  products — for 
)  million.  The  same  day,  he  agreed 
nother  settlement,  with  a  pet-care 
idiary  of  Occidental  Petroleum,  for 
indisclosed  amount  that  an  Oxy 
esman  says  was  "close  to  it."  A 
c  later  Hartz  Mountain  was  forced  to 
£640,000  in  back  pay  to  46  employ- 
s  one  result  of  a  1974  union-organiz- 
fight,  and  to  scratch  up  another 
,000  to  refund  union  dues.  More  le- 
ouble  was  threatening  in  Stern's  big 
estate  operations,  which  include 
figure  holdings  in  $50,000-an-acre 
Jersey  land. 

tually,  Stern  wins  and  loses  on  the 
:r-Morton  settlement.  If  the  case 
gone  to  court,  he  could  have  been 
id  for  three  times  that  $42.5  million 
r  the  triple  damage  provisions  of  the 
rust  laws.  The  settlement  solution 
that,  but  it  will  undoubtedly  stiffen 
solve  of  other  litigants, 
d  while  Stern  is  having  trouble  with 
irdseed  company,  he  faces  more  of 
ame  in  his  nest-building  operations 
include  items  like  a  $100  million 
ing  mall  on  some  of  his  land).  Last 
's  New  Jersey  newspapers  carried 
citing  things  like  "ruinous  sink- 
at  Harmon  Cove,"  Stern's  high- 
condominiums  in  the  swampy 
Jersey  Meadowlands,  flaws  that 
s  cited  earlier  this  year  (Af)r.  2). 
ages  have  been  estimated  in  the 
f  thousands  and  tenants  have  voted 
over  them,  if  necessary, 
rn  is  due  in  other  courtrooms.  Last 
ary  he  took  the  company  private, 
ing  another  flurry  of  suits  by  Hartz 
tain  shareholders  who  thought  the 
share  he  offered  was  unfair.  (The 
went  off  originally  in  1972  for 
5  and  climbed  past  $39  before  col- 
ag  in  1974.)  These  suits,  in  federal 
ersey  state  courts,  are  still  pending 
tern  has  now  offered  to  settle  them 
ding  an  extra  50  cents  a  share  to  his 
and  the  guessing  is  that  the  irate 
Jiolders  will  accept.  That  will  cost 
I  million. 

j  still  another  forum,  the  Federal 
m  Commission,  Stem  and  Hartz 
ntain  are  also  on  the  docket.  The 
has  been  investigating  the  company 
early  1974  and  the  probe  is  still 
;  on.  The  Commission  has  succeed- 
forcing  Hartz  Mountain  to  agree  to 
I  some  of  the  hardhanded  trade  prac- 
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tices  that  have  given  Stem  his  reputation 
in  the  pet-care  trade  as  the  meanest  man 
in  town.  Hartz  Mountain,  the  FTC  says, 
has  now  promised  to  cease  such  tactics 
as  setting  up  exclusive  dealer  plans  that 
bar  distributors  and  retailers  from  trad- 
ing in  other  brands,  to  stop  making  pay- 
ments or  giving  discounts  to  persuade 
dealers  to  boycott  Hartz  Mountain  rivals 
and  to  avoid  spreading  false  statements 
around  the  trade  that  a  competitor  was 
going  out  of  business.  That  catalog  of 
sins  gives  a  rough  idea  of  the  methods 
Stem  has  been  using  to  catch  and  hold  on 
to  the  niches  he  wanted  all  to  himself  in 
the  pet  world. 


Since  Hartz  Mountain  is  now  his  pri- 
vate fief,  all  this  is  part  of  Stem's  person- 
al problems  and  the  money,  for  all  in- 
tents and  purposes,  will  come  out  of  his 
own  pocket.  Neither  should  bother  him. 
Trouble  won't  faze  a  man  who  reportedly 
keeps  a  sign  in  his  office  reading:  "Once 
you've  got  them  by  the  balls,  their  hearts 
and  minds  will  follow."  As  for  money, 
the  last  time  he  published  Hartz  Moun- 
tain figures,  for  1977,  its  net  was  $27 
million,  12%  after  taxes  and  23%  on 
equity.  Stern's  personal  fortune,  in  fact, 
is  figured  at  $500  million — and  that  ain't 
birdseed. 


And  the  more  you  travel  on  business, 
the  more  you'll  appreciate  the  good  things 
that  can  happen  when  you  call  this  number: 

8003253535 


In  Missouri,  call  1-800-392-3500. 

CV  ha\/o  \/ni  ir  trav/pliacrpnt  rail  HDTFl  r  x  inns  WORI  DWIhF 


I  Sheraton 


KNOWING  Hi 

COULD  DOUBLE 

OF  AM  ERIC 

DID  YOU  Hi 

Business  today  is  held  together  by  its  communication  system. 

And  listening  is  undoubtedly  its  weakest  link. 

Most  of  us  spend  about  half  our  business  hours  listening.  Listen 
)oorly.  Research  studies  show  that  on  the  average  we  listen  at  a  25% 
evel  of  efficiency. 

A  statistic  that  is  not  only  surprisingly  low,  but  terribly  costly. 

With  more  than  100  million  workers  in  America,  a  simple  ten 
hilar  listening  mistake  by  each  of  them  would  cost  a  billion  dollars. 

Letters  have  to  be  retyped;  appointments  rescheduled;  shipment 
'eshipped. 

And  when  people  in  large  corporations  fail  to  listen  to  one  anoth 
he  results  are  even  costlier. 
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TO  LISTEN 
HE  EFFICIENCY 
BUSINESS. 

R THAT? 

Ideas  get  distorted  by  as  much  as  80% as  they  travel  through  the 
ieldy  chain  of  command. 

Employees  feel  more  and  more  distant,  and  ultimately  alienated 
a  top  management 
Welly  as  one  of  the  world's  largest  corporations— with  87,000 
loyees  and  five  divisions-we  at  Sperry  simply  cant  afford  to  pay  the 
z  of  poor  listening. 

So  we've  set  up  extensive  listening  programs  that  Sperry  personnel 
ughout  the  world  can  take  part  in.  From  sales  representatives  to 
puter  engineers  to  the  Chairman  of  the  Board. 

These  programs  are  making  us  a  lot  better  at  listening  to  each  other. 
I  when  you  do  business  with  Sperry  Univac,  or 

any  of  our  other  divisions,  youll  discover  that 
'rpb^iu^,     they're  making  us  a  lot  better  at  listening  to  you. 

"  ^SPERRY 

We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland  farm  equipment, 
Sperry  Vickers  fluid  power  systems,  and  guidance  and  control  equipment 
from  Sperry  division  and  Sperry  Flight  Systems. 


How  efficient  a  listener  are  you' 
Write  to  Spern;  Dept.  4C,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019, 
for  a  listening  quiz  that 's  hoth  fun  and  a  little  surprising. 


Readers  Say 


Proxy  reform? 

Sih:  Your  article  on  Victor  Posner fOc/  29) 
is  correct  in  its  conclusion  that  he  is  a 
symptom,  not  a  disease.  The  Posncrs  of 
this  world  thrive  on  the  lack  of  any  mean- 
ingful rights  of  minority  stockholders  and 
the  complete  control  by  intrenched  man- 
agement of  the  proxy  machinery  of  public 
corporations.  These  simple  reforms  of  the 
law  would  cause  others  like  him  to  disap- 
pear from  the  scene:  1)  require  the  corpo- 
ration to  include  dissident  stockholder 
material  in  the  proxy  solicitation  materi- 
al; 2)  permit  minority  stockholders  to 
question  dividend  policy,  salaries  and 
other  benefits  paid  to  controllers;  3)  re- 
quire corporate  controllers  to  become  per- 
sonally liable  for  their  misdeeds. 
— I.  Walton  Bader 
General  <  Counsel, 

Independent  Inventor  Protective  League 
white  Plains,  N.V, 


Bingo  fundraising 

Sir:  Forbes'  article  "Bingo"  (Aug.  6)  cre- 
ates the  false  impression  that  I  personal- 
ly and  wrongfully  benefit  from  the  Deb- 
orah Hospital  Foundation's  bingo  fund- 
raising  efforts.  Nothing  could  be  further 
from  the  truth.  The  Foundation,  through 
funds  raised  in  large  part  by  volunteers 
and  in  a  smaller  degree  by  my  efforts,  is 
able  to  care  for  sufferers  of  heart  and  lung 
disease  without  any  direct  charges.  Un- 
like others  described  in  your  article,  the 
fundraising  operation  which  I  administer 
channels  100%  of  its  receipts  to  this 
most  important  hospital. 
— Naomi  J.  Schimel 
New  York  Director, 
Deborah  Hospital  Foundation 
New  York,  NY. 

Forbes  is  pleased  to  set  the  record 
straight,  and  any  false  impression  teas  un 
intended. — Ed. 


Hot  air  for  gold 

Sir:  Re  your  remarks  in  Fact  and  Com- 
ment about  gold  (Oct.  29).  Very  timely 
indeed,  for  just  last  week  my  wife  said,  "I 
miss  Mr.  Forbes'  keen  observations  on 
the  sterile  metal."  So  what  a  pleasant 
surprise  to  now  learn  that  "Our  actual 
wealth  .  .  .  lies  in  productivity,  in  tech- 
nology, services."  The  thought  then  oc- 
curs that  you  and  I  could  work  a  trade. 
For  every  ounce  of  gold  you  send  me,  I 
will  send  you  a  certificate  good  for  100 
MALCS  of  productivity,  technology  and 
services!  The  MALC  is  the  basic  unit  of 


the  DISASTER.  One  MALC  equals  the 
amount  of  productivity,  technology  and 
services  necessary  to  provide  one  cubic 
centimeter  of  warm  gases. 

—J.B.  Ballard 
Phoenix,  Ariz 


Shopping  center  sales 

Sir:   In   your   article   concerning  the 
Bucksbaum   sale   of   shopping  center 
properties  (Oct.  15),  you  failed  to  take 
into  consideration  that  the  $160  mil- 
lion sale  includes  slightly  over  $70  mil- 
lion of  mortgage  indebtedness.  This 
means  that  the  centers  are  worth  only 
about  $15  per  share  of  General  Growth 
Properties  stock. 
— Martin  Bucksbaum 
General  Growth  Properties 
I  h's  Moines,  Iowa 

Additional  properties  remain,  however, 
which  should  he  worth  more  than  the  origi- 
nal offering  price  made  for  General  drou  th 
Properties—  Ed. 


Trademark  attacks 

Sin:  These  foolish  attacks  on  industry  by 
the  Federal  Trade  Commission  (Pact  and 
Comment,  Nov.  12)  are  paid  for  by  the 
consumer,  since  sooner  or  later  the  ex- 
pense of  doing  business  has  to  be  passed 
along.  Our  own  ReaLemon  case  con- 
sumed four  years  of  legal  time  and  just 
under  $1  million  in  fees  and  expense.  .  .  . 
Incomprehensible. 
-  Augustine  R  Maritsi 
Director, 
Borden  Inc 
New  York,  NY. 

Sir:  We  built  Howard  Johnson's  on  con- 
sistency of  product.  It's  a  shame  that  the 
government  can't  understand  how  im- 
portant it  is. 

— Howard  B.  Johnson 
Chairman  and  President 
Howard  Johnson  Co. 
New  York,  NY 


What  he  really  did? 

Sir:  In  a  side-bar  to  your  story  on  Ford 
Motor  Co.  (Oct.  15),  you  write,  "For  sheer 
vulgarity,  nothing  could  top  the  svelte, 
leggy  model  who  oozed  her  way  among 
the  tables  at  a  1957  Ford  party  running 
her  fingers  through  the  hair  of  enchanted 
newsmen  and  Ford  executives.  .  .  .  She 
[was]  a  female  impersonator." 
The  stocky  actor  did  not  "ooze  her 


way"  among  newsmen  and  Ford  ( 
tives.  He  never  left  the  dais, 
wasn't  a  newsman  in  sight,  and  th 
Ford  executive  in  the  room  was  the 
The  guests  were  newsmen's  wives 
The  impersonator  did  not  "ba 
chest";   he  merely  removed  a 
brimmed  hat  and  blonde  wig. 
— C  Gayle  Warnock 
Former  Ford  publicist, 
Paradise  Valley,  Ariz. 


Clipping  ID 

Sir:  During  the  antinuke  demonstr 
the  police  blocked  off  the  area  arouii 
New  York  Stock  Exchange  and  al 
only  people  with  IDs  through, 
would  not  recognize  credit  cards. 
"Here  is  a  Fohbks  interview  of  me 
my  picture."  The  officers  took  on( 
and  ushered  me  through  their  barri 
— Ixutcaster  Greene 
New  York,  NY. 


Amcord 

Sir:  I  take  exception  to  one  small 
mcnt  in  your  article  on  the  int« 
purchase  by  Gifford-Hill  Co.  of  An 
Inc.  (Oct.  29):  "Bill  Pascoe  .  .  .  wasi 
less — more  interested  in  pursuin 
passions  for  thoroughbred  racing 
yachting  in  the  Bahamas  than  in  rui 
a  cement  company."  That  is  comp 
untrue.  Based  on  valid  and  well-thot 
out  business  decisions,  I  came 
conclusion  that  this  transaction  w 
the  interest  of  all  of  our  shareholder 
of  somewhat  over  95%  of  our  emplo 
—William  T  Pascoe  III 
Chairman, 
Amcord,  Inc 
Neivport  Beach,  Calif 


No  garbage  wrapper 

Sir:  It  is  unfortunate  that  Forres  use 
word  "throwaway"  in  its  story  on 
circulation  publications  and  sho] 
( Oct  15).  That  word  was  coined  by  the 
circulation  newspapers  asa  "put-dowi 
shoppers.  Newspapers  are  buying  or 
ing  shoppers  at  a  rapid  rate.  One  oi 
reasons  is,  rather  than  being  thrown  ai 
the  shopper  is  kept  in  the  home, 
until  next  week's  is  received. 
— Roger  Miller 
President. 

National  Association  of 
.  \c  1 1  -<  nisi i  ig  I  'ublisbt  rrs 
Madison.  U  is 
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A  Meticulous 
Financial  Analysis  for  the 
Chairman  of  the  Board 


How  much  are  you  really  worth?  Are  you  organized 
to  keep  ahead  of  inflation?  U.S.Trust  offers  you  a  complete, 
comprehensive  and  confidential  way  to  find  out. 
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'tf  theareaarou  f^ne  million  dollars  once  meant 
ncbgeandJL^  financial  security  It  still  does. 
IDs  through.  3ut  defending  that  money  has 
:e  credit  cards,  'merged  as  an  overwhelming 
nterview  of  m  fiecessity 

fer$  took  01  ji  Many  wealthy  people  have  real- 
ough  their  ban  zed  that  the  conservation  of  wealth 
is  no  longer  a  goal  you  can  approach 
passively  It  demands  aggressive 
action. 

(1)  Unless  you  take  positive  steps 
1,0  protect  your  money  it  may  dissi- 
pate faster  than  it  did  last  year. 

(2)  Unless  you  know  exactly 
:leontheim  vhere  you  stand  financially  you 
i-Hill  Co.  of  A  von't  know  what  to  protect,  how 
Pascoe . . . wa  ^o  protect  it,  or  where  to  begin 
ted  in  pursuit  >rotecting. 

lighted  racin    Hence  our  analysis.  It  w  ill  put 
imas  than  inn  ''our  affairs  in  perspective,  perhaps 
"  That  is  com]  or  the  first  time.  It  will  show  you  a 
lidandwell-i  rue  picture  of  your  financial  situa- 
ion.  It  will  give  you  specific  recom- 
endations  for  the  future. 

A  penetrating  look  into 

every  aspect  of  your  affairs 

he  objective  is  to  eliminate  those 
orries  that  plague  you  —  at  five 
.m. 

How  much  am  I  really  worth? 
Vhat  are  my  strengths  and  weak- 
nesses? Have  I  made  good  decisions 
{ewrappf  |r  dangerous  ones?  What  is  costing 
>  that  Forbes  ii  tie  money?  How  can  I  make  my 
i  noney  earn  more? 

To  answer  these  questions,  we 
ave  a  staff  of  financial  experts  who 
If  idll  cover  the  gamut  of  your  affairs 
nd  dig  deeper  than  you  have  dug 
efore. 

They  pioneered  many  of  the  tech- 
dques  used  today  in  financial  plan- 
ling.  They  regularly  examine  assets 
nd  holdings  worth  millions  of  dol- 
ars.  They  are  discreet. 

These  people  will  review  your  in- 
ome,  fees,  bonuses,  dividends,  and 
rejected  earnings.  Inspect  your 
vestment  portfolio.  Scrutinize 
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your  real  estate  holdings,  partner- 
ships, and  business  relationships. 

They  will  study  your  tax  returns. 
Examine  the  conditions  governing 
money  you  have  borrowed.  Look 
into  trusts  you  control  or  benefit 
from,  tax  shelters  in  which  you  par- 
ticipate, and  review  your  strategies 
—  for  tax  selling,  investment  diver- 
sification, short  term  use  of  funds. 

They  will  study  your  cash  flow  and 
seasonal  expenditures.  Check  your 
insurance.  Elxamine  your  obliga- 
tions to  parents,  children,  former 
spouses  and  other  dependents. 

They  will  take  into  account  your 
present  needs,  your  proximate 
needs,  your  plans  for  retirement  — 
and  your  estate  plans  for  your  heirs. 
Nor  will  they  overlook  your  collec- 
tions, paintings,  sculptures  or  an- 
tiques. Or  your  library.  Your  furni- 
ture. Whatever. 

A  comprehensive  and 
detailed  analysis 

After  the  investigative  work,  our 
planners  discuss  your  situation  and 
prepare  a  report.  This  report  is  com- 
prehensive, detailed  — and  objective. 
It  compares  your  perception  of  your 
problems  with  the  realities.  But  it 
doesn't  create  problems  that  don't 
exist. 

The  report  will  suggest  immedi- 


ate action,  only  if  immediate  action 
is  called  for.  It  may  suggest  preven- 
tive steps  you  should  take  next  year. 
It  could  recommend  active  invest- 
ment diversification  or  consolida- 
tion, further  tax  planning,  major 
real  estate  investment,  and  so  on. 

Importantly,  it  will  give  you  an 
opportunity  to  regroup  your  re- 
sources in  order  to  exploit  them  to 
your  advantage. 

For  an  appointment  to  discuss  the 
analysis  and  its  implications,  con- 
tact Edmond  T.  Drewsen,  Jr.,  Senior 
Vice  President,  U.S.  Trust,  (212)  425- 
4500.  Or  send  the  coupon. 

If  you  write,  take  a  moment  to 
outline  your  affairs  in  broad  terms, 
highlighting  your  most  serious  con- 
cerns. This  will  help  us  to  under- 
stand your  special  needs. 

United  StatesTrust  Company 
OfNewYork 

45  Wall  Street,  New  York,  NY.  10005 
Attn:  Edmond  T.  Drewsen,  Jr., 
Senior  Vice  President 


□  Please  call  me  with  further  infor- 
mation about  your  analysis. 

□  I  have  enclosed  an  outline  of  my 
special  concerns. 


,  NAMK 
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To  everyone 
who  has  bee: 
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the  Citation 
fleet  car. 
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CITATION  (V6) 

2.8L[173CID] 

20 

14 

280 

95/20 

MALIBU  (V6) 

3.8L(229CID] 

19 

18.1 

344 

102/17 

MALIBU  (V8) 

4.4L  [267  CI D) 

17 

18.1 

308 

102/17 

MONTE  CARLO  (V6) 

3.8L  (229  CID] 

19 

18.1 

344 

97/16 

CAPRICE/IMPALA  (V6) 

3.8L(229CID) 

18 

25 

450 

110/21 

CAPRICE/IMPALA  (V8) 

4.4L(267CID) 

17 

25 

425 

110/21 

Estimates  do  not  apply  in  California. 


REMEMBER:  Compare  these  estimates  to  the  "estimated  MPG"  of  other  cars.  You  may  get  different  mileage 
and  range,  depending  on  how  fast  you  drive,  weather  conditions,  and  trip  length.  Your  city  mileage  and  range 
will  be  less  in  heavy  city  traffic.  Range  estimates  are  obtained  by  multiplying  the  EPA  MPG  estimate  by  the  standard 
fuel  tank  capacity.  All  models  listed  equipped  with  automatic  transmission.  Available  V8  engines  listed  are  base 
V8s— not  available  in  Calif.  Caprice/lmpala,  Malibu  and  Monte  Carlo  standard  3.8  Liter  (229  Cu.  In.)  V6  engine 
not  available  in  Calif,  where  a  3.8  Liter  (231  Cu.  In.)  V6  is  standard.  Chevrolet  models  are  equipped  with  GM-built 
engines  produced  by  various  divisions.  See  your  Chevy  dealer  for  details. 


You  had  a  lot  of  good  reasons  to  be 
impressed  by  our  Citation  fleet  car.  In 
fact,  it's  so  popular  we  can  no  longer 
acce pt  fleet  orders  and  give  any 
reasonable  assurance  of  delivery  in 
1980. 

But,  as  you  can  see  by  the  chart, 
you  also  have  a  lot  of  good  reasons  to 
be  impressed  by  our  Chevrolets  that 
are  currently  available. 

New  V6  Malibus  and 
Monte  Carlos  for  1980  so 
efficient  their  EPA 
estimates  are  J 
within  one  MPG  J 
of  a  V6  Citation.  M 

New  tech- 


Chevrolet 


noiogy  Caprices  and  Impalas  with  the 
highest  EPA  estimates  ever  in  a 
full-size  Chevrolet.  Plus  available  V8 
engines  that  match  within  one  MPG 
the  fuel  economy  of  the  standard  V6 
engines. 

Bottom  line?  Come  to  Chevrolet. 
For  the  fleet  fuel  economy  you  need 
today.  Plus  the  returned  investment 
you're  going  to  need  tomorrow. 

After  all,  those  are 
two  of  the  good  reasons 
more  fleets 
¥    come  to 
f    Chevrolet  in  the 

first  place.  Year 
after  year. 


CHEVROLETS,  CHEVY  DEALERS,  CHEVY  PEOPLE:  THE  PROVEN  PERFORMERS. 


Helpfulness. 
Part  of  JAL'  s  Executive  Service 


At  Japan  Air  Lines  we  recognize 
the  special  needs  of  the  business 
traveler.  To  help  the  executive 
planning  to  do  business  in  the  Orierj 
JAL  initiated  the  Executive  Service; 
Program.  It  starts  working  for  you 

the  moment  you  book. 
Even  before  the  flight  begins,  JAL 
offers  informative  handbooks  on 
doing  business  in  the  Orient.  We  als 


orpowe: 


is,t 


ow  who ' 


id  toil 


offer  those  all-important  bilingua 
business  cards,  Japanese  or  Chines* 
on  one  side,  English  on  the  other. 
You'll  find  both  these  offerings 
worth  the  nominal  extra  charge 

you  pay  for  them. 
On  board,  helpful  hospitality.  An 
Executive  Service  Section  just  for  full  'nn-' 
fare  passengers.  And  to  cheer  the  wai  H 
free  earphones  and  free  drinks.  (As 
you  might  expect,  not  applicable  toi 
passengers  traveling  on  economy 

class  promotional  fares.) 
At  the  end  of  the  flight,  you'll  find 
JAL's  Executive  Hotel  .Service  offers 
rooms  at  special  rates  and  a  6  p.m. 
checkout  at  major  hotels  throughoui 
the  Orient.  Our  Hospitality  Desks  ar« 
everything  the  name  implies.  And 
JAL's  Executive  Service  Lounge  in 
Tokyo's  Imperial  Hotel  serves  as  you 
elegant  office  away  from  the  office. 
Otetsudai.  Helpfulness.  Because  wg  and F: 
never  forget  how  important  you  arg  ^ 

The  way  we  are  is 
the  way  we  fly. 
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"With  all  thy  getting  get  understanding" 
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Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


BILLY  MARTIN  NO  EXCEPTION 

I  heard  one  of  George  Steinbrenner's  fellow  Yankee  owners 
say,  "George  always  treats  everyone  the  same  way — badly." 

IF  YOU  COULD  GET  TWICE  AS  MUCH 


ur  business  by  selling  half  as  much  and  if  there  were  no 
or  power  to  say  you  nay,  wouldn't  you-1 
hich  is  nothing  more  or  less  than  what's  being  done  unto 
U   A  1  by  OPEC. 

;  id  anyone  who  thinks  there's  any  foreseeable  ceasing  of 
bi  .  ltum  oil-per-barrel  price  jumps  at  the  whim  of  any  major 
tantbilinguJpnd  is,  to  put  it  mildly,  the  dumbest  optimist  since  that 
:orChinJlw  wrio  was  going  to  hold  back  the  tides. 


Until  we  go  all  out  on  the  development  of  alternative  energy 
sources  a  la  our  men-on-the-moon  effort,  we'll  dangle,  twisting 
not  so  slowly,  in  OPEC  wind. 

How  much  longer  will  it  be  before  we  realize  we  have  no 
alternative  but  to  develop  some  alternatives — at  any  cost? 

Maybe  next  summer's  lengthier  and  far  longer-lasting  gas 
station  lines  will  find  our  determination  lasting  a  bit  longer 
than  the  last  brief  panic  at  the  pumps. 
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ESTABLISHING  AN  ENERGY  MOBILIZATION  BOARD 


has  no  power  to  override  local,  state  and  other  bodies 
i.stringing  energy  progress  by  decisions  and/or  time-con- 
ing lack  of  decisions  would  certainly  be  an  exercise  of 
cal  futility.  Instead  of  cutting  through  layers  of  frustrating, 


infuriating  delay,  we'd  simply  end  up  with  yet  another  agency 
to  add  to  our  energy  agony. 

Gadzooks — let's  begin  to  move  away  from,  not  toward,  the 
crushing  clutch  of  some  OPEC  tyrannizers. 


FOR  $403  MILLION  WOULDN'T  YOU 


Serviced 
sanda6p.r 


e  the  investor  to  join  your  board? 

Chrysler's  Iacocca  sees  it,  that's  the  raison  d'etre  for 
inating  the  president  of  the  United  Automobile  Workers 
»n  to  become  a  director.  The  form  that  403  million  bucks 
s,  though,  is  considerably  unrelated  to  Chrysler's  desperate 
for  cold  cash.  By  the  grace  of  Union  gods,  Chrysler  can 
out  $203  million  less  in  increases  than  the  contracts  with 
and  Ford  call  for;  and  by  the  grace  of  the  same  Union  gods, 
Oltantyou^  fsler  is  being  allowed  to  postpone  for  12  months  paying 
)  million  into  its  worker  pension  funds. 
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It's  arguable  whether  giving  up  something  you've  not  had  is 
an  investment  that's  the  equivalent  of  cash  up  front.  But  I 
don't  agree  with  all  those  alarmedly  deploring  having  the  head 
of  Chrysler's  union  on  the  corporate  board  in  this  time  of 
Chrysler's  life-or-death  crisis.  The  UAW's  Mr.  Fraser  will 
quickly  discover  that  it  will  take  perhaps  tens  of  millions  in 
cash,  too,  from  the  UAW  to  keep  this  giant  employer  alive. 

If  the  company  can  make  it  on  the  amount  of  money  it's 
currently  contemplating,  Lee  Iacocca  will  find  that  he  can  also 
walk  on  water. 


WOULD  YOU  BELIEVE  IT— GOOD  NEWS  FROM  LAWYERS?! 

the  recent  American  Bar  Association  convention,  a  num-  travesty  of  law,  bilking  and  milking  our  system  of  justice  by 

bf  lawyers  joined  together  to  form  an  organization  named  filing  suits  where  "settling"  (i.e.,  giving  in  to  blackmail)  too 

.  vyers  Protecting  People  from  Malicious  and  Unjustified  often  seems  cheaper  in  time  and  money  than  pursuing  the  legal 

suits  Inc."  process  through  the  courts, 

ich  nuisance  suits  and  their  lawyers  have  made  a  growing  Hooray  for  this  new  group. 
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DOBS  ANYONE  THINK 

would  have  laid  such  an  egg — and  put  so 
much  on  the  faces  of  their  syndicate — on 
the  IBM  underwriting,  if  he  were  still  run- 
ning the  firm- 
That  savvy  underwriting  savant  is  unlikely 
to  have  shaved  the  interest  so  close  to  the 
bone;  is  unlikely  to  have  gone  to  market  before 
a  three-day  weekend  and,  most  importantly, 


BILL  SALOMON  S  FIRM 

would  probably  have  been  aware  that  the  tum- 
bling-dollar turmoil  for  several  days  preceding 
•  that  money-raising  effort  would  bring  on  ac- 
tion of  some  sort. 

Morgan  Stanley  must  be  chuckling  at  all 
those  in  Wall  Street  who  were  cackling  about 
the  current  Salomon  management's  "coup"  in 
landing  the  IBM  financing  "bonanza." 


A  VERY  FUNNY  WHITE  HOUSE  DINNER  TALE 


is  told  by  Barbara  Bere",  wife  of  Borg- Warner's  chief  executive 
officer. 

After  all  the  guests  were  gathered  in  the  Blue  Room,  it  was 
explained  that  when  the  President,  the  First  Lady  and  the 
visiting  Head  of  State  entered,  the  guests  would  pass  by  the 


receiving  line  and  were  to  "give  their  names  to  the  pagq 
that  he  could  announce  'em  to  the  President.  In  the  dinj 
excitement,  Mrs.  BerC  understood  him  to  say,  "give  your  n 
and  age."  So,  when  the  moment  came,  she  came  forth 
"Barbara  BerC,  age  38." 


SOME  OF  US  HAVE  NEWS  FOR  HIM 

A  37-year-old  Miami  lawyer,  living  it  up  beyond  his  $42,000-a-year  income,  is 
quoted  in  a  Wall  Street  Journal  article  on  big  spending  as  saying,  "I  might  as 
well  spend  my  money  now.  What  good  is  it  going  to  do  me  when  I'm  62?" 

OUR  APPALLING  MILITARY  POSTURE 


is  chillingly  analyzed  in  the  October  Atlantic.  From  it,  these 
samplings: 

•  "The  United  States  has  never  successfully  fired  a  Minute- 
man  from  a  normal,  operational  silo;  after  four  unsuccessful 
attempts,  the  Air  Force  stopped  trying.  The  Soviet  Union  does 
test  its  missiles  from  regular  working  silos." 

•  "From  the  managerial,  cost-efficiency  point  of  view,  it 
may  make  sense  to  put  24  nuclear  missiles  on  one  big  ship,  but 
to  ensure  deterrence,  it  is  better  to  divide  those  missiles 
between  2  ships,  or  6,  or  12.  The  Navy  itself  is  having  public 
second  thoughts  about  the  Tridents — largely  because,  at  $1.59 
billion  apiece,  they  leave  little  money  for  anything  else  in  the 
fleet." 

•  "The  high-technology  Navy,  made  up  of  'expensive  planes 
to  protect  an  expensive  fleet  built  to  support  only  the  planes.'  " 

•  "The  managerial  Army  has  meant  .  .  .  the  creation  of  a 


system  whose  incentives,  performance  and  internal  va|  

resemble  those  of  the  Civil  Service.  Within  such  a  systei] 
is  not  reasonable  to  sacrifice  or  to  risk  death  for  absl 
goals,-  it  makes  sense  only  to  minimize  risk  in  pursuit 
promotion.  ...  It  is  this  change  of  the  spirit  .  .  .  that 
behind  many  of  the  mundane  ills  of  the  military — escalal 
pensions,  ennui  in  the  officer  corps,  the  difficulty  of  hol< 
on  to  the  talented  enlisted  men  who  make  the  services 
When  the  Army  is  run  like  Sears  or  the  Agriculture  dej 
ment,  it  will  be  judged  the  same  way — on  the  basis  of  hcj 
pay,  fringe  benefits.  But  no  one  expects  Sears  to  be  readl 
fight  a  war." 

If  you  care  about  America's  survival,  read  The  Atlam 
"Muscle-Bound  Superpower — The  State  of  America's 
fense"  by  James  Fallows. 

And  react.  In  some  way.  Any  way. 


MASSAGE  PARLORS  PALE  NEXT  TO  THIS  MASSAGE 


The  claims  that  massage-parlor  pitchmen  make  before  their 
lurid  storefronts  featuring  neon-lit  unclad  wares  pale  next  to 
the  massage  promises  of  Dr.  Roy  E.  Bean,  N.D.  ("N.D.,"  says 
his  brochure,  is  an  abbreviation  for  "naturopathic  doctor.") 

Says  Beanie:  "I  have  personally  seen  this  massage  technique 
perform  wonders  right  before  my  eyes — banish  the  pain  of 
arthritis,-  eliminate  high  blood  pressure,-  replace  chronic  fatigue 
with  surging  energy;  bestow  new  youth  and  even  reverse 
senility;  bring  blessed  relief  to  sufferers  of  allergies  and  asth- 
ma; end  dependence  on  sleeping  pills  and  allow  deep,  natural 
sleep;  clear  up  constipation  immediately  .  .  .  relieve  hemor- 
rhoids and  colitis;  end  migraine;  bring  a  welcome  end  to  the 
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passing  of  gas;  stop  itching  of  the  anus  and  skin;  cure  vari 
veins  without  surgery,-  restore  clear  sight  and  hearing  (( 
cure  deafness  in  many  cases);  bring  speedy  relief  to  burs: 
relieve  kidney,  gall  bladder  and  other  organ  problems;  help 
avoid  heart  attack,  stroke;  complete  prostate  restorat: 
stammering  cured;  malabsorption;  thyroid  malfunction;  i 
creas  problems;  aging." 

You  can  learn  the  nine-minute  massage  technique  (wrj 
"comes  from  the  ancient  healers")  by  sending  $9.95  for  Be; 
book,  Helping  Your  Health  With  Pointed  Pressure  Therap 

And  my  guess  is  that  the  screwing  you'll  get  in  return 
put  the  massage  parlors  to  shame. 

FORBES,  NOVEMBER  26, 
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CALENDARS,  CALENDARS,  CALENDARS 

:  ward  year-end  they  come  cascading  through  the  mails  in    "The  difference  between  mere  looking  and  actual  seeing  is 
L:  y  conceivable  size  and  shape.  Though  many  are  too  junky    understanding.  .  .  .  The  pictures  in  this  calendar  are  illusions 
rve  the  end  that  advertisers  who  send  them  have  in  mind, 
rprising  many  are  beautiful,  imaginative  and  sometimes 
usably  useful. 

le  such  came  in  last  year  from  Allendale  Insurance.  It  was 
ed  "We  look,  but  do  we  see?"  and  went  on  to  explain: 


WHERE  YOU'RE  FROM 

only  matters  in  relation  to  where  you  are. 


of  sorts.  They'll  force  you  to  look  twice  to  make  a  true 
interpretation.  It's  the  same  kind  of  sensitive  observation 
that's  required  in  effective  loss  control.  The  kind  Allendale 
Insurance  has  been  practicing  for  144  years." 

(See  bottom  of  page  for  picture  identification.) 

WHERE  YOU'RE  GOING 

matters  more  than  where  you're  at. 


THE  INSTITUTIONS  BLOW  IT  AGAIN 


By  M.S.  Forbes  Jr. 


■i 
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For  several  years  institutional  mon- 
y  managers  have  systematically  re- 
luced  their  exposure  to  stocks  and 
Increased  their  holdings  of  bonds.  After 

lilitary— escai  ill,  these  portfolio  baby-sitters  ask, 

ifficultvofb     y  ta^e  a  cnance  on  equities  when 

>ou  could  get  8%  or  9%  on  bonds? 
e  the  service:    Perhaps  now  they  have  an  answer. 
\griculture  c|l  The   stock    market   plunge  last 
onth  got  the  headlines,  but  the  real 
ebacle  was  in  bonds.  Fixed-income 
curities  took  their  biggest  blood- 
ath  in  modern  history.  The  new  IBM 
ebt  issue,  for  example,  lost  about 
100  million  in  value  in  a  few  days. 
The  vast  majority  of  stocks  today 
re  higher  than  they  were  a  year  ago, 
ve  years  ago.  Bonds?  Virtually  all  are 
ower,  many  of  them  significantly. 
Typical  high  quality  bonds  are  off  10% 
o  15%  from  last  year.  The  average 
tock  is  up  5%.  Bonds  are  down  8% 
rom  five  years  ago;  stocks  are  up  35% . 
Probably  not  until  after  equities 
ii  lave  significantly  appreciated  will 
i  ihese  sheeplike  moneymen  be  tempt- 
d  to  go  back  to  stocks. 
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A  GOOD  MAN 
BOWS  OUT 

Too  bad  Representative  Jack  Kemp 
las  decided  against  a  run  for  the  presi- 
ency  or  for  the  U.S.  Senate  from  New 
fork.  In  either  race,  win  or  lose,  he 
vould  have  made  an  enormous  contri- 


bution to  next  year's  political  debate. 

Kemp  is  best  known  as  the  author 
of  the  Kemp-Roth  bill,  whose  princi- 
pal feature  would  cut  individual  in- 
come tax  rates  30%  in  three  years. 

This  summer,  the  upstate  New 
York  congressman  published  An 
American  Renaissance:  A  Strategy 
for  the  1980s  (Harper  &  Row,  $8.95). 
It  is  well  worth  reading.  In  it,  Kemp 
sets  forth  simply  and  persuasively  the 
reasons  for  his  tax  ideas.  The  con- 
gressman knows  his  subject  well,  bet- 
ter than  most  of  his  critics.  (The  fact 
that  Kemp  quotes  this  writer  favor- 
ably influenced  him  not  a  bit.) 

Contrary  to  many  economists, 
Kemp  recognizes  that  "The  ultimate 
source  of  improved  productivity  is  al- 
ways human  ingenuity.  .  .  .  [Kemp- 
Roth]  is  not  meant  as  a  one-shot  boost 
of  consumption  so  people  will  buy 
more  autos  or  TV  sets.  It  is  the  begin- 
ning of  the  process  of  restoring  incen- 
tives. .  .  .  The  proposal  aims  at  re- 
moving a  [significant  tax]  barrier  be- 
tween effort  and  reward." 

Kemp  effectively  deals  with  criti- 
cisms that  his  bill  would  be  wildly 
inflationary  ("The  fundamental  prob- 
lem with  the  Treasury  revenue  esti- 
mates is  that  they  assume  people  pay 
no  attention  to  tax  rates.")  or  that  it 
would  overwhelm  current  manufac- 
turing capacity.  He  ridicules  those  so- 
phisticated econometric  models  so 
beloved  by  economists.  "They  are  not 


designed  to  answer  the  subtle  ques- 
tion of  what  happens  when  incentives 
to  produce  are  increased." 

He  avoids  the  trap  of  advocating  a 
constitutional  amendment  to  balance 
the  budget,  and  he  is  too  sophisticated 
to  argue  that  taxes  per  se  are  bad. 
Germany,  for  instance,  has  propor- 
tionately higher  tax  revenues  than  the 
U.S.  and  boasts  a  better  economic  rec- 
ord as  well.  "[They]  rely  heavily  on 
flat-rate  sales  and  payroll  taxes  so  that 
marginal  tax  rates  [the  rate  you  pay  on 
each  additional  dollar  or  mark  of  in- 
come] are  lower  than  ours  even 
though  their  average  tax  revenues  are 
higher.  Germany  imposes  no  capital 
gains  tax  at  all." 

The  book  is  not  just  about  taxes. 
Kemp  intelligently  discusses  defense 
and  energy. 

Some  of  Kemp's  ideas — such  as 
those  on  national  referendums  and 
gold — are  unrealistic.  The  book,  too, 
has  its  share  of  political  cliche's.  But 
the  shortcomings  are  overshadowed 
by  the  book's  strength — the  forceful- 
ness  of  Kemp's  economic  thinking  in 
these  stagflationary  times. 

Unfortunately,  the  congressman 
has  apparently  decided  to  throw  bis 
lot  in  with  the  Reagan  campaign. 
Whether  Reagan  will  adopt  Kemp's 
tax  ideas — and  if  he  does,  whether  he 
can  convey  them  with  the  intensity, 
verve  and  imagination  that  Kemp 
does — remains  to  be  seen. 
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s  above  (left  to  right):  windrowed  hay.  California;  sand  bar,  McKay,  Australia;  tilled  land.  Montana;  boomed  logs,  Washington 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Bankrupt  Orthodoxy 

Orthodoxy  is  as  impotent  in  the  face 
of  rising  prices  today  as  it  was  half  a 
century  ago  in  face  of  declining  output. 
Our  masters  know  no  more  how  to  end 
inflation  in  1979  than  [our  business  el- 
ders] knew  how  to  end  depression  in 
1933.  And,  now  as  then,  orthodox  poli- 
cies are  only  going  to  make  things 
worse.  Using  recession  to  combat  infla- 
tion not  only  places  the  burden  of  the 
fight  on  those  least  able  to  bear  it  but 
won't  even  win  the  fight.  In  view  of  the 
bankruptcy  of  orthodoxy,  it  may  be  no 
more  prudent  now  than  it  was  fifty 
years  ago  to  sell  the  heretics  short.  This 
is  perhaps  one  lesson  to  be  drawn  from 
the  Wall  Street  crash. 

— Arthur  Schlesinger  Jr. 

Conqueror's  Legacy 

.  .  .  Beneath  a  great  ribbed  dome  of 
turquoise  tiles  is  the  tomb  of  Tamerlane. 
Here  the  conqueror  of  nearly  half  the 
world  lies  beneath  a  cracked  slab  of  jade. 
Legend  had  it  that  if  his  bones  were 
disturbed,  the  world  would  be  visited  by 
a  catastrophe  beside  which  his  own 
course  of  destruction  would  pale.  In  1941 
the  Soviet  paleontologist  Mikhail  Gera- 
simov  dug  up  the  body,  reconstructed  the 
features  and  judged  the  skeleton  to  be 
that  of  a  powerful  man,  five  feet  eight 
inches  in  height  (tall  for  his  time).  On 
the  day  of  the  exhumation,  Nazi  Ger- 
many invaded  Russia. 

— Dorothy  Geary,  Smithsonian 

Next,  Imported  Coal? 

Two  years  ago,  when  San  Antonio  be- 
gan switching  from  natural  gas  to  coal  for 
generating  most  of  its  electricity,  the 
city  was  widely  praised  for  helping  the 
country  decrease  its  dependence  on  oil 
and  gas  and  increase  its  reliance  on  do- 
mestic coal.  But  .  .  .  the  cost  of  hauling 
coal  by  rail  from  a  mine  in  Wyoming  to 
San  Antonio's  generators  has  risen  so 
steeply  that  officials  of  City  Public  Ser- 
vice, the  municipally  owned  electric  util- 
ity, are  seriously  considering  buying  for- 
eign coal.  Emissaries  from  Japan  were 
here  to  discuss  the  matter  about  three 
weeks  ago  and  a  delegation  from  Austra- 
lia is  due  next  month. 

Mayor  Lila  Cockrell  is  leading  a  fight 
to  persuade  the  federal  government  to 
reduce  what  she  calls  "unconscionable" 
rates  charged  by  the  Burlington  Northern 
railroad  for  hauling  coal  from  Wyoming. 
[Said  Mrs.  Cockrell,]  "The  diversifica- 
tion to  coal  has  ground  to  a  halt  in  Texas 


and  may  do  so  elsewhere.  The  strange 
thing  about  all  this  is  that,  if  the  United 
States  starts  importing  coal,  you're  sim- 
ply replacing  foreign  oil  with  foreign 
coal,  and  this  adds  again  to  an  imbalance 
of  payments." 

— William  K.  Stevens, 
The  New  York  Times 

D.C.  vs.  OPEC  Villainy 

The  U.S.,  five  years  after  declaring  a 
policy  of  "energy  independence,"  is  not 
developing  its  most  plentiful  natural  en- 
ergy resources  and  has  become  increas- 
ingly dependent  upon  imported  oil.  It  has 
passed  legislation  to  discourage  natural 
gas  use.  It  has  tied  up  coal  in  a  tangle  of 
regional  and  environmental  politics.  It 
has  shut  off  future  nuclear  development. 
The  energy  industry  remains  our  only 
major  industry  where  price  ceilings  dis- 
courage domestic  production  and  snarl 
distribution.  And  now  we  are  to  "solve" 
this  problem  by  substituting  confisca- 
tory taxes  for  price  ceilings. 

After  this  kind  of  a  record,  the  politi- 
cians, no-growth  advocates  and  environ- 
mental radicals  are  very  happy  to  have 
Americans  blame  the  gasoline  shortages 
on  the  Arabs.  The  mercies  of  the  Arabs 
and  OPEC  are  not  particularly  tender, 
but  the  troubles  they  have  inflicted  are 
minor  compared  to  the  ones  that  have 
been  inflicted  by  Washington. 

— Wall  Street  Journal  editorial 

Growing  Up 

She  felt  detached  from  her  family,  and 
thought  it  strange  how  they  had  lavished 
so  much  attention  on  her,  as  a  child,  and 


then  at  some  appointed,  prearn 
time  they  seemed  to  stop  the  fl(j 
affection  and  begin  the  expectation 
if,  for  a  brief  phase,  you  were  expea 
absorb  love  (and  get  enough),  and 
for  a  much  longer  and  more  se 
phase,  you  were  expected  to  fulfil 
tain  obligations. 

— from  The  World  According  to  t 
by  John  ] 

Tempus  Fugit 

Somewhere 

between  sleeping  and  now 
last  night 

is  yesterday. 
— from  the  poem  Cedar  Hi 
by  Anne  Lewis-9| 


The  tragedy  of  love  isn*  d< 
or  separation,  the  traged\\ 
love  is  indifference. 

— Somerset  MauJ 


Episcopalian 

It  is  a  religion  for  sophisticates 
people  who  can  "believe"  a  religious 
losophy  of  life  without  letting  it  inte 
in  their  workaday  world. 

— The  Power  of  Their  G 
by  Kit  and  Frederica  Kon 

And  at  Home, 
Pay  Phones  Too 

Mr.  Getty  liked  large  objects  . 
thing  under  four  feet  wide  was  ca 
ered  bric-a-brac.  Art  expert  Thee 
Dell  bears  out  this  statement.  "C 
didn't  want  to  buy  ornaments.  'Too 
ly  stolen,'  he  used  to  say.  'We'll  ha 
have  additional  guards.'  " 

— Suzanne  Wilding,  Town  &)  Con 


"If  1  knew  who  they  were,  the  following  suggestions  would  be  fired." 
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The  Oewar  Highlander 


BLENDED  SCOTCH  WHISKY  •  86  8  PROOF 
5  SCHENLEY  IMPORTS  CO  ,  N  Y  ,  N  Y 


DAVID  MANWARING 


«  N0VEMB2 


BORN:  Hendersonville,  North  Carolina, 
1946. 

HOME:  Brooklyn,  New  York. 
PROFESSION:  Theatrical  artisan. 
REVIEW:  His  armor  for  Lynn 
Redgrave's  "Saint  Joan"  is  regarded 
as  some  of  the  most  realistic 
costuming  and  props  on  Broadway. 
And  it's  typical  Manwaring. 
QUOTE:  "Theatre  can  no  longer  afford 
to  cheat  the  imagination.  The  stage 
must  compete  with  film  and  television; 
and  my  art  must  be  more  sophisticated 
. . .  more  authentic ...  to  be  equally 
convincing." 

BIGGEST  ACCOMPLISHMENT:  The 

7'-tall  flocked-latex  Incredible  Hulk 
costume.  "It  looks  real,  moves  right, 
and  folds  for  shipping." 
FIRST  HERO:  The  Creature  from  the 
Black  Lagoon.  "The  first  great 
costume;  you  weren't  entirely  sure 
there  was  a  man  inside." 
DREAM:  The  right  tools,  enough  time, 
and  an  impossible  assignment. 
SCOTCH:  Dewar's  "White  Label."® 
Especially,  straight  up.  "I  like  to  sip  it, 
slowly,  after  beating  a  deadline." 


9  years  ago  many  Americans  didn't  know 
where  their  next  meal  was  coming  from. 


But  Grace  knew 

It  wasn't  that  they  were  poor.  They 
were  on  the  go. 

And  at  Grace,  we  knew  that  more 
active  life-styles  meant  more  meals 
away  from  home.  So  we  began 
a  diversified  program  of  restaurant 
acquisition  and  development. 

We  started  with  conveniently  located 
coffee  shops,  dinner  houses,  and 
theme  restaurants.  Then  invested  in 
Mexican  food  just  as  it  was  becoming 
the  fastest  growing  segment  of  the 
food  industry. 

Today,  our  restaurant  group's  net  sales 
are  increasing  over  twice  as  fast  as 
the  industry  average.  And  we  plan  to 
more  than  quintuple  our  restaurant 
units  by  1983. 

Consumer  businesses  like  restaurants 


and  specialty  retailing  are  just  one 
part  of  W.  R.Grace  &  Co.  In  fact, 
Grace  is  a  $4.5  billion  company  with 
balanced  interests  in  chemicals, 
natural  resources,  and  consumer 
products. 

Since  1968,  the  company's  net 
income  has  grown  by  an  average  of 
16%  annually.  And  shareholders 
have  been  receiving  cash  dividends 
for  46  consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to: 
W.R.Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y  10036,  Dept.  FB-1 1. 

One  step  ahead  of  a 
changing  world. 

chemicals  •  natural  resources  •  consumer  products 


GRACE 


We  made  it  right  for  the  80s. 


HIGHEST  EPA 


GAS  MILEAGE  ESTIMATES 


EVER  IN  A  FULL-SIZE 


CHEVROLET 


Introducing  Caprice  and 
Impala  for  1980.  With 
new  standard  3.8  Liter  V6 
engine  with  the  highest 
EPA  estimates  ever  in  a 
full-size  Chevrolet. 


ft 
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New  standard  V6  power. 

Look  into  all  of  the  new 
technology  in  The  New 
Chevrolet.  See  how  it's 


EPA  EST  MPG 


HWY  EST 


Remember:  Compare  the 
"estimated  MPG"  to  the 
"estimated  MPG"  of 
other  cars.  You  may  get 
different  mileage, 
depending  on  how  fast 
you  drive,  weather 
conditions,  and  trip 
length.  Actual  highway 
mileage  will  probably  be 
less  than  the  estimated 
highway  fuel  economy. 
The  New  Chevrolet  is 
equipped  with  GM-built 
engines  produced  by 
various  divisions.  See 


your  dealer  for  details. 

New  aerodynamic  shape: 
less  wind  resistance, 
improved  fuel  economy. 

Virtually  every  square 
inch  of  body  sheet  metal 
on  coupes  and  sedans 
has  been  reshaped  for 
1980.  The  hood  is  lower, 
the  rear  deck  higher,  for 
less  drag,  improved  gas 
economy.  The  sleek 
aerodynamic  styling  also 
rewards  you  with  a  trunk 
even  bigger  than  last 
year's— an  advantage 
you'll  appreciate  on  your 
next  family  trip.  There's 


also  a  new  side-lift-type 
jack  and  a  compact 
spare  tire  that's  easier  to 
handle.  And  that's  just  a 
partial  list  of  features. 
Yet  with  all  that's  new, 
The  New  Chevrolet  con- 
tinues to  be  what  so 
many  people  prefer  and 
appreciate.  A  car  that's 
a  pleasure  to  drive.  A 
car  with  room  and  com- 
fort, full  of  the 
deep-down  value  that's 
helped  make  Caprice 
and  Impala  America's 
favorite  full-size  car. 
And  all  available  at  a 
popular  Chevrolet  price. 


been  made  right  for  the 
'80s,  right  for  you  with 
the  driving  response  of 
its  V6  engine,  new  Easy- 
Roll  tires  and  more.  The 
New  Chevrolet  for  1980. 
See  your  Chevy  dealer 
about  buying  or  leasing 
it  today. 

THE  NEW  CHEVROLET 


Chevrolet 


Forbes 


By  James  Cook 


?  the  oil  companies  making  a  buck  from  the 
crisis?  For  the  moment,  yes.  But  if  you  think 
H  \y  created  the  crisis  then  you  must  believe  that 
ywing  grass  makes  the  sun  shine. 


1 V6  power. 

11  of  the  11 
InTheNei 

See  how  it's 


The  truth  about 
oil  company 
profits 


Disbelief — nay,  contempt — has  greet- 
ed oil  companies'  claims  that  most  of 
their  fat  third-quarter  profit  gains  came 
from  abroad.  Who  could  trust  the  rascals' 
bookkeeping?  Oil  prices  have  gone  way 
up  and  oil  company  profits  went  through 
the  roof.  "If  you're  not  gouging  us,"  snort 
the  skeptics,  "you're  gouging  someone 
else." 

Hardly  anybody  believes  the  oil  com- 
panies, but  the  fact  is  that  they  are  tell- 
ing the  truth:  The  bulk  of  their  profit 
increases  have  come  from  abroad.*  There 
are  two  reasons  for  the  gains,  both  true, 
both  complex  and  neither  involving 
"gouging."  The  first: 

Abroad,  especially  in  Europe,  the  oil 
companies  long  ran  their  refining  and 
marketing  at  a  loss  as  a  way  to  move 
crude  oil,  which  is  where  they  really 
made  their  money.  The  companies  were, 
in  effect,  subsidizing  consumption  out  of 
the  proceeds  of  cheap  Middle  Eastern  oil. 
Deprived  of  this  cheap  crude  by  govern- 
ment takeovers  almost  everywhere, 
their  refining  and  marketing  operations 
have  had  to  be  made  self-supporting. 
That  was  accomplished  this  year,  thanks 
to  the  shortage  of  product  caused  by  the 
anarchy  in  Iran  and  a  relaxation  of  price 
controls.  Turning  these  losses  into  prof- 
its made  a  big  difference  for  the  bottom 
line.  Gulf  Oil,  for  example,  converted 
1978's  $1  million  third-quarter  operating 
loss  into  a  $107  million  1979  third-quar- 
ter profit.  Is  it  "gouging"  to  want  to 
stanch  losses?  Unless  you  believe  that 
Big  Oil  overthrew  the  Shah  you  can't 
believe  that  the  situation  that  created 
these  gains  was  of  their  own  making. 

The  second  reason  for  the  profit  in- 
creases is  even  more  complex. 

Note  that  Texaco,  Exxon,  Mobil  and 
SoCal  showed  some  of  the  best  gains. 
What  do  these  four  have  in  common? 
The  ownership,  which  they  share  with 
the  Saudi  government,  of  the  Arabian 
American  Oil  Co.  Aramco  provides 
about  a  sixth  of  the  world's  petroleum 
output,  a  quarter  of  the  U.S.'  oil  imports 
and  controls  close  to  a  quarter  of  the 
world's  known  oil  reserves.  The  four 
American  companies  still  own  40%  of 
Aramco,  though  they  have  been  main- 
taining their  accounts  as  if  the  Saudi 
government  had  actually  taken  over  the 
company.  With  that  remarkable  Arab 
ability  to  hold  two  contradictory  posi- 
tions simultaneously,  the  Saudi  govern- 
ment demanded  and  got  an  agreement  to 
take  over  100%  of  Aramco  three  years 
ago,  and  then  never  got  around  to  ap- 
proving the  agreement. 

But  whatever  the  fictions  about  propri- 
etorship, the  American  oil  companies 


*The  conspicuous  exception:  Standard  of  Ohio, 
whose  earnings  tripled  on  a  tripling  in  the  wellhead 
price  of  Alaskan  oil. 
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Saudi  Oil  Minister  Mimed  Zaki  Yamani 

Can  the  U.S.  learn  to  curb  its  appetite  for  oil? 


and  the  Saudi  government  have  a  con- 
tinuing commonality  of  interest.  The 
Saudi  government  lacks  the  refining  and 
marketing  capabilities  to  move  its  enor- 
mous output  into  the  world's  markets. 
The  oil  companies  not  only  had  that 
ability,  they  were  also  willing  to  help  the 
Saudis  acquire  it  for  themselves  (Forbes, 
Oct.  29).  In  exchange  the  Saudis  have 
been  willing  to  grant  their  Aramco  part- 
ners preferred  access  to  Saudi  oil  output. 
Even  with  100%  Saudi  ownership,  the 
Aramco  partners  would  have  preferred 
access  to  at  least  7  million  barrels  of  oil  a 
day — at  posted  OPEC  prices.  The  word 
"posted"  is  the  key. 

When  prices  began  going  up  at  the  turn 
of  the  year,  the  Aramco  partners,  like 
almost  everyone  else  in  the  industry, 
picked  up  the  inevitable  inventory  prof- 
its on  products  already  in  the  pipeline — 
Mobil  calculated  that  such  profits  pro- 
duced $110  million  of  the  $285  million 
increase  in  its  third-quarter  foreign  earn- 


ings. But  inventory  gains  were  only  the 
half  of  it.  The  Saudis  persisted  in  pricing 
their  crude — the  benchmark  grade 
against  which  all  other  prices  are  set — at 
$2  to  $4  a  barrel  less  than  the  rest  of  the 
OPEC  producers.  This  meant  that  the 
Aramco  partners  were  able  to  buy  a  con- 
siderable part  of  their  oil  needs  more 
cheaply  than  some  of  their  rivals.  Other 
oil  companies  in  similar  situations — 
Conoco  in  Dubai,  for  example — enjoyed 
similar  advantages. 

Some  people  have  charged  that  the 
Aramco  partners  were  selling  some  of 
their  $18  Saudi  crude  in  the  world  spot 
market  at  up  to  $50  a  barrel.  The  charge 
is  ridiculous:  The  Saudis  would  not  stand 
for  that.  The  partners  have  continued  to 
move  the  crude  into  their  worldwide 
marketing  system  as  they  always  have, 
at  contract  prices — and  then  out  at  the 
prevailing  market  prices  for  refined  prod- 
ucts. In  the  U.S.,  gasoline  prices  are  con- 
trolled by  the  federal  government.  In  Eu- 


An  embarassment  off  riches 


A  gusher  in  third-quarter  oil  com- 
pany earnings  makes  enactment  of  a 
U.S.  windfall  profits  tax  on  them 
seem  inevitable.  Yet,  the  windfall 
profits  tax  would  not  apply  on  over- 


seas profits  where  the  industry's  big 
gains  were  made,  and  it  would  do 
nothing  to  prevent  the  oil-producing 
nations  from  reducing  production  and 
raising  prices. 


Income 

Income 

% 

from 

% 

from 

% 

increase 

domestic 

increase 

foreign 

increase 

Net  income 

from 

operations 

from 

operations 

from 

Company 

(mil) 

1978 

(mil) 

1978 

(mil) 

1978 

Texaco 

$  612.2 

211% 

$192.4 

39% 

$419.8 

620% 

Conoco 

247.1 

134 

72.1 

10 

140.3 

502 

Mobil 

594.0 

131 

200.0t 

33 

404.0* 

240 

Standard  Oil  of  California 

576.0 

110 

237.0 

48 

339.0 

197 

Exxon 

1145.0 

118 

547.0t 

45 

933.0t 

145 

Standard  Oil,  Indiana 

433.8 

49 

177.4 

-10 

210.3 

135 

Gulf  Oil 

416.0 

97 

260.0 

102 

156.0 

90 

Standard  Oil  of  Ohio 

366.2 

191 

* 

Atlantic  Richfield 

320.4 

45 

 * 

* 

* 

* 

Shell  Oil 

293.3 

18 

* 

"Income  is  predominantly  domestic.  tOperating  income;  contributions  by  net  income  not  available. 
X Earnings  from  energy  only. 
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rope  and  elsewhere,  prices  are  influe: 
by  the  spot  price,  and  with  short 
impending  and  spot  prices  skyrocke 
the  European  refiners  and  marketers 
Aramco  partners  among  them,  s« 
the  opportunity  to  improve  spectacu 
their  formerly  sagging  margins.  If 
industry    in   general   cashed  in 
Aramco  partners,  with  their  com 
crude  behind  them,  profited  even  m 
So  did  anyone  else  who  had  his 
crude,  whether  in  Canada,  the  North 
or  elsewhere,  to  feed  into  the  worlds  Athene 
marketing  system.  A  notable  exarl  (|c 
was  Standard  of  Indiana,  with  its  proi  |the 
tion  from  the  North  Sea. 

It  is  ironic  that  the  Aramco  parti 
profit  edge  stemmed  from  the  Sai 
attempt  to  moderate  the  runaway 
crease  in  world  oil  prices.  As  the  wo] 
largest  producer,  the  Saudis  have 
most  to  lose  if  uncontrolled  pricej 
creases  damage  the  world's  economy1 
the  dollar  in  which  they  have  storel 
much  of  their  wealth. 

Ironically,  too,  the  windfall  profit 
Saudi  oil  came  only  because  Saudi  Ar 
seems  to  have  lost  its  former  abilit 
dominate  world  oil  prices.  There  is  i 
general  skepticism  about  the  abilit] 
the  Saudis  to  produce  for  prolonged  jj 
ods  at  much  above  9.5  million  barre; 
day — 12  million  was  the  old  theorefl 
maximum.  Thus,  when  the  Saudis,  il 
exercise  in  global  responsibility,  trie1 
drive  down  the  world  price  two  yj 
ago,  they  failed.  First,  they  refusefl 
match  the  higher  price  most  of  the 
of  OPEC  adopted;  then  they  tried 
ducing  enough  excess  oil  to  drive 
price  down.  But  bad  weather  and  I 
kept  the  Saudis  from  reaching  their 
duction  goals,  and  U.S.  lack  of  conse 
tion  kept  demand  high.  The  mytl 
Saudi  power  was  broken. 

This  year,  in  the  interest  of  p 
stability  at  a  time  when  prices  1 
been  soaring,  the  Saudis  succeeded 
lune  in  getting  OPEC  to  agree  to  a  p: 
ceiling  of  $23.50.  Saudi  Arabia  trier, 
keep  it  there  by  increasing  product 
from  the  8.5  million  ceiling  it  impc 
six  years  ago  to  9.5  million  barrels  a 
But  the  ploy  didn't  work.  Worlds 
fears  of  another  supply  disruption 
spot  prices  soaring,  despite  a  steady 
crease  in  supply.  Prices  went  as  higf 
$50  on  the  spot  market,  and  Iran,  Lib 
Nigeria  and  Kuwait  posted  prices  in 
cess  of  the  official  ceiling.  Now,  vi 
another  OPEC  price  meeting  schedu 
for  Caracas  in  December,  there  are 
mors  that  Saudi  Arabia  is  prepared! 
increase  production  again — to  a 
million  barrel-a-day  maximum,  thou 
to  be  sustainable  for  short  periods- 
an  effort  to  at  least  keep  OPEC  and  s 
prices  in  some  check. 

But  this  put  the  Saudis  in  a  particuh 
difficult  bind — and  one  that  this  year 
incidentally  benefited  the  Aramco  p 

FORBES,  NOVEMBER  26,  1 
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The  Saudis  could  have  raised  their 
hmark  crude  to  the  level  of  the  rest 
PEC — which  is  closer  to  $23  a  barrel 
the  $18  a  barrel  at  which  the  Saudis 
been  selling  it.  Instead,  they  held 
price  and  so  effectively  transferred 
ifferential  to  the  oil  companies.  If, 
kitish  Petroleum's  Sir  Eric  Drake 
h  observed,  the  international  oil  com- 
es have  been  converted  to  the  tax 
actors  for  OPEC,  this  year  at  least 
'  have  been  handsomely  compensat- 
or their  efforts. 

til  company  executives  say  privately 
the  Saudis  are  prepared  to  do  what- 
is  necessary  to  assure  the  U.S.'  ener- 
.upply.  The  U.S.  has  had  a  special 
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relationship  with  Saudi  Arabia  at  least 
since  the  days  when  Harold  Ickes  pro- 
posed that  the  U.S.  government  take 
over  Aramco,  and  despite  the  strains, 
that  relationship  continues.  The  U.S. 
sees  Saudi  Arabia  as  the  long-term  foun- 
dation of  its  imported  energy  supply.  The 
Saudis  see  the  U.S.  as  their  shield — albeit 
an  increasingly  uncertain  one — against 
the  ambitions  of  foreign  adventurers. 

In  holding  up  their  end  the  Saudis  are 
not  prepared  to  be  passive  partners. 
Sheikh  Yamani  has  lectured  the  U.S. 
that  if  it  continues  to  build  up  its  Strate- 
gic Petroleum  Reserve  at  a  time  of  world- 
wide price  escalation,  the  Saudis  are  pre- 
pared to  cut  back  their  production.  As 


Ik  about  'gouging'  by  the  radical  OPEC 
?mbers;  just  look  at  what  conservative  old 
itain  is  doing  with  its  North  Sea  oil. 


With  friends 
like  these  • .  • 
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By  Lawrence  Minard 
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ERE  IS  THE  CURRENT  LINEUP  of  the 

most  aggressive  pricing  hawks 
among  the  world's  oil  producers: 
a,  Iran,  Algeria,  Nigeria,  Britain.  .  .  . 
itain"  Unfortunately,  yes.  A  few  days 
the  British  National  Oil  Corporation 
C),  wholly  owned  by  Her  Majesty's 
ernment,  concluded  negotiations 
a  half-dozen  or  so  big,  mostly 
rican,  oil  companies  over  the  prices 
quantities  of  premium  North  Sea 
e  the  companies  will  be  allowed  to 
rom  BNOC's  North  Sea  fields  in  the 
ing  year.  The  new  contracts  include 


of  selling  oil  that  in  effect  imposes  a 
surcharge  on  around  100,000  barrels 
y  of  British  production.  So  far,  not 
the  Libyan  extremists  have  resort- 
jer,  there  ai  )  this  particular  gimmick.  Here's  the 
mick: 

le  new  contracts  call  for  BNOC  to 
forward  [i.e. ,  for  future  delivery) 


pen.*:  dily  12%  of  the  800,000-barrel-a-day 


uction  planned  for  the  coming  fiscal 
.  In  most  such  forward  sales  arrange- 
its,  payment  is  also  made  forward — 
le  time  or  even  after  the  goods  are 
ally  delivered.  But  in  BNOC's  new 


contracts,  approximately  $1  billion  must 
be  paid  up  front ,  long  before  the  oil  com- 
pany customers  see  a  drop  of  oil.  BNOC 
will  not  discount  the  oil  price — which  is 
already  near  OPEC-radical-set  levels — to 
take  account  of  the  prepayment. 

Result:  The  interest  or  opportunity 
cost  on  that  upfront  money  becomes  a  de 
facto  surcharge  on  the  oil. 

"I  don't  want  to  ruin  the  generally 
good  and  happy  relations  we  have  with 
Britain's  oil  people,"  says  an  executive 
with  a  major  American  oil  company,  ex- 
plaining his  request  for  anonymity,  "but 
of  course  this  is  a  surcharge.  It  is  simply 
an  interest-free  loan  to  the  British  gov- 
ernment by  the  companies  buying  the 
oil.  Put  differently,  it  is  simply  Britain 
topping  up  the  price  of  a  portion  of  its  oil 
production." 

Politics,  of  course,  is  behind  the  de 
facto  surcharge.  Britain's  new  Conserva- 
tive government  had  planned  to  sell  off 
BNOC  assets  in  order  to  raise  around  $1 
billion  to  reduce  the  government's  defi- 
cit. But  wily  Lord  Kearton,  the  Labour 
Party-appointed  lame  duck  BNOC  chair- 
man, moved  faster.  He  convinced  the 
Tories  that  if  they  wanted  to  raise  $1 
billion,  they  could  do  it  by  the  forward 
sales  method  rather  than  by  selling  off 
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the  Saudis  see  it,  the  U.S.  and  Saudi 
Arabia  have  a  common  interest  in  re- 
straining oil  prices  and  consumption. 

In  all  this,  the  oil  industry  is  almost  a 
passive  instrument.  The  industry  needs 
no  sympathy  this  year  but  neither  does  it 
deserve  all  the  blame  that  is  heaped  upon 
it.  Is  there  a  conspiracy  to  gouge  the  oil 
users  of  the  U.S.  and  the  rest  of  the 
industralized  world?  You're  damned 
right  there  is,  but  it  isn't  headquartered 
in  Houston.  It  is  not  some  Exxon  vice 
president  or  Aramco  that  is  gouging  you, 
but  Khomeini  and  Qaddafi  and  whoever 
happens  to  hold  power  at  the  moment  in 
Iraq.  In  times  of  danger  it's  important  to 
remember  who  the  real  enemy  is.  ■ 


the  assets.  By  making  the  oil  compa- 
nies— or  rather,  their  customers — pay 
the  interest,  said  Lord  Kearton,  the  for- 
ward sales  would  cost  the  British  govern- 
ment nothing,  the  deficit  would  be  re- 
duced, and  the  BNOC  assets  would  re- 
main in  government  hands.  Lord 
Kearton  is  about  to  be  replaced  by  a  Tory 
successor,  but  his  policy  remains. 

If  matters  went  no  further  than  Lord 
Kearton 's  $1  billion  interest-free  loan,  no 
one  would  much  care.  The  fact  is,  how- 
ever, that  there  is  the  very  real  danger 
that  Britain's  new  surcharge  will  become 
a  precedent  for  oil  ministers  in  the 
radical  OPEC  states,  none  of  which  cur- 
rently uses  the  forward-sales-advance- 
payment  gimmick.  Britain,  after  all,  is  a 
member  of  the  supposedly  conservative 
International  Energy  Agency.  If  it  can 
grab  interest-free  loans  from  oil  compa- 
nies, why  shouldn't  Iran,  Iraq,  Syria,  Lib- 
ya do  the  same? 

"The  world's  banks  can  barely  finance 
current  levels  of  oil  consumption,"  wor- 
ries one  London-based  American.  "Can 
you  imagine  if  they  had  to  finance  cur- 
rent and  future  consumption?" 

"We  don't  expect  BNOC  to  become  a 
price  leader,"  says  a  British  Department 
of  Energy  spokesman.  He  says  it  with  no 
particular  conviction.  It  is  what  he  is 
paid  to  say.  "Our  assessment  of  the  situ- 
ation," he  rattles  on,  "is  that  the  radical 
OPEC  members  will  not  follow  [the 
BNOC  action]  on  a  widespread  scale." 

R.A.  Morton,  joint  managing  director 
of  BNOC,  elaborates  on  the  party  line: 
"You've  been  listening  to  too  many 
American  oil  companies,"  he  chides 
Forbes.  "This  is  nothing  to  blow  up.  It's 
a  very  small  quantity  of  North  Sea  oil, 
which  is  a  small  portion  of  total  world- 
wide oil  production;  it's  oil  going  mostly 
to  our  domestic  refineries.  If  the  OPEC 
radicals  follow  our  suit  on  a  very  small 
portion  of  their  oil,  so  what?" 

So  what?  If  the  oil  companies  were  to 
insist  on  payment  in  advance  for  their 
heating  oil,  there  would  be  a  tremendous 
outcry.  But  when  a  government  does  it 
nobody  seems  to  notice.  ■ 
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The  thrust  is  changing  in  pharmaceuticals, 
away  from  chemistry  and  toward  biology.  The 
result  could  be  faster  growth  and  more  com- 
petition. Merck  is  preparing  for  it. 


Being  good  isnt 
enough  anymore 


By  Paul  Gibson 


ONE  THING  YOU  CAN'T  SAY  about 
Merck  &  Co.:  that  it's  sitting  on 
its  hands.  Since  the  mid-1970s 
Merck  has  spent  $750  million  for  re- 
search and  development  and  almost  $1 
billion  for  capital  expenditures,  much  of 
it  for  new  laboratories  and  esoteric  re- 
search-related equipment.  To  put  this  in 
an  industry  perspective:  For  each  $1 
spent  by  Merck  for  R&D  and  new  capital 
additions  over  the  last  decade,  rivals 
Pfizer  Inc.  and  Eli  Lilly  have  spent  just 
barely  70  cents.  This  year  Merck  raised 
its  research-and-development  budget  an- 
other 17%,  to  over  $190  million.  That's 
roughly  equal  to  what  Upjohn  and  Squibb 
together  spend  for  research  and  about 
what  SmithKline  and  Schering-Plough 
earned  last  year.  Merck  is  keeping  the 
pressure  on.  Next  year  Merck  intends  to 
boost  its  budget  even  higher;  it  may 
reach  as  high  as  $250  million. 

What's  the  big  rush?  As  a  supplier  of 
maintenance  drugs  for  such  chronic 
problems  as  arthritis  and  hypertension, 
Rahway,  N.J. -based  Merck  has  long  en- 
joyed a  reputation  as  one  of  the  U.S.' 
better  pharmaceutical  houses.  In  a  differ- 
ent day  this  would  have  been  quite  suffi- 
cient. But  to  Merck  Chairman  John  J. 
Horan  that  is  no  longer  enough.  Says 
Horan,  "Our  aim  now  is  to  clearly  estab- 
lish Merck  as  the  preeminent  drugmaker 
worldwide  in  the  1980s."  Overweening 
pride?  That's  not  the  point.  Horan  is 
looking  over  his  shoulder  and  he  sees 
people  gaining  on  him.  Only  they  are  not 
his  U.S.  rivals.  Pharmaceuticals  is  a  glo- 
bal game  today. 

As  Horan  puts  it:  "Clearly  the  stron- 
gest competition  we  have  today  is  over- 
seas." He  ticks  off  a  list  that  conspicu- 
ously includes  Switzerland's  Ciba-Geigy 
and  Roche,  West  Germany's  Hoechst 
and  Boehringer  Ingelheim,  plus  Japan's 
Takeda.  As  he  talks,  the  outline  of  the 
new  top  tier  of  ethical  drug  companies 
starts  taking  shape:  It  will  be  an  exclu- 


Merck  Chairman  John  J.  Horan 
More  R&D,  products,  profits. 

sive  billionaires'  club  with  only  a  few 
American  firms  other  than  Merck  eligi- 
ble for  membership. 

Horan  moves  out  from  behind  his  desk 
and  draws  a  circle  in  the  air  as  he  ex- 
plains why  this  must  be  so.  To  be  suc- 
cessful, he  explains,  a  drugmaker  must 
first  pump  money  into  research  to  get  a 
product  that  he  can  market  at  sufficient 
profit  to  generate  more  funds  for  more 
research.  As  Horan  speaks  about  Merck, 
his  arm  traces  an  ever-enlarging  circle. 
When  he  talks  of  his  U.S.  rivals,  the 
circle  shrinks.  "Some  U.S.  companies 
tried  cutting  back  on  R&D  in  the  1970s, 
but  you  cannot  do  that  and  hope  to  get 
by,"  says  Horan,  who,  while  he  will  not 
name  names,  clearly  expects  many  of  his 
U.S.  rivals  to  wither  in  this  intensely 
competitive  environment. 

Certainly  not  many  U.S.  firms  can 
hope  to  match  the  vast  outlays  for  R&D 
of  huge  foreign  corporations  like 
Hoechst  fee  table).  "The  European  influ- 


ence in  pharmaceuticals  has  incre 
markedly  in  the  last  five  years," 
London-based    analyst     Mike  I 
whose  Chemical  Insight  report  is  al 
alone  in  tracking  pharmaceutical  coi 
nies  worldwide.  In  addition  to  resa 
spending,  Hyde  cites  the  growing  rj 
ber  of  acquisitions  by  the  foreign 
West  Germany's  Bayer,  for  examplej 
grabbed  Miles  Laboratories  and  Cutt 
the  U.S.,  while  BASF  is  known  u 
looking  for  a  midsize  U.S.  firm  to  maj 
its  drugs  here.  Ahead,  says  Hyde,  w) 
out  for  the  Japanese,  who  now  have 
the  50  largest  drug  companies,  and 
companies  like  France's  ELF  and  It] 
ENI,  which  also  are  buying  their 
into  this  business. 

On  the  sound  theory  that  the  bes 
fense  is  a  good  offense,  Merck  has 
stepping  up  its  own  efforts  oven 
About  three  years  ago  it  began  launcl 
an  unusually  large  number  of  new  d 
in  Europe:  Clinoril,  a  painkiller  foi 
thritis;  Timoptic,  for  treating  glauco 
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Flexoril,  for  easing  muscle  spasms; 
Mefoxin,  a  general  antibiotic — Mei 
first  in  nearly  30  years.  Building  oi 
overseas  experience,  Merck  is  now  i 
keting  these  drugs  in  the  U.S.  The  re 
is  an  impressive  surge  in  new  presi 
tions — Clinoril  smashed  all  records 
for  a  new  drug,  easily  exceeding 
launch  of  Tagamet,  SmithKline's  woi 
drug  for  ulcers 

So  far  this  year  Merck's  sales  and  f 
its  are  ahead  by  more  than  21%.  For  a 
1979  Merck  will  net  about  $390  mil 
or  $5.20  a  share  (vs.  $4.07  in  1978 
$2.4  billion  in  sales.  For  1980  expect 
share  and  steadily  rising  profits  th 
after  since  its  new  drugs  will  not  leve 
for  another  five  years  or  so 

Among  U.S.  drug  manufactu 
Merck  is  by  far  the  largest  abroad, 
ting  half  its  sales  overseas.  Do 
around  the  globe  it  has  some  44  for* 
plants,  and  in  recent  months  Merck 
added  a  plant  for  analgesic  and  diur 
drugs  in  Cramlington,  England  plus  a 
search  laboratory  in  Riom,  France, 
fifth  outside  the  U.S. 

Competing  in  the  foreign  pharmac 
tical  arena  is  tricky  and  increasii 
something  that  only  giant  corporati 
can  afford.  Led  by  France,  govemme 
are  clamping  down  on  imports  and 
sisting  on  local  production  and  deve 
ment,  even  if  this  means  small,  in^  Kept 
cient  plants  that  are  costly  to  run 
Europe,  more  than  here,  drugs  have 
come  politicized.  Most  are  sold  un 
national  health  schemes,  so  it  is  the  lc 
government  that  sets  prices  and  decil 
which  drugs  are  eligible  for  reimbu 
ment.  To  qualify  nowadays,  drugs  ml 
be  distinctly  superior  in  their  ability 
lessen  pain  or  cure  an  illness.  These 
the  superdrugs  that  take  big  researcl 
create.  Also-ran  products  that  d< 
make  the  government's  approved  1: 
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get  paid  for  and  soon  don't  get 
cnbed. 

jist  year  on  its  foreign  assets  Merck 
ed  only  18%  pretax  vs.  over  29%  in 
U.S.  So  why  does  it  bother?  The 
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ver  is  Merck  has  no  choice, 
growing  >day  it  can  cost  $50  million  and  take 
'y  4e  fore)  rears  before  a  drug  is  approved  by  the 
exanwBl  &  Drug  Administration,  and  that's 
counting  all  the  effort  and  money 
on  its  initial  creation.  So  there's 
;  time  left  in  which  to  make  a  decent 
m  while  the  drug  is  still  patent-pro- 
id.  Indeed,  Merck  says,  it  couldn't 
its  R&D.  if  it  relied  solely  on  the 
market.  It  needs  those  foreign  sales 
is  to  recoup  its  expenses  and  turn  a 
jnable  profit.  In  the  kind  of  business 
;s  are  becoming,  you  must  have  big 
me  to  cover  your  overhead.  The  do- 
il  tic  market  alone  can't  provide  it. 
le  way  things  are  going  Merck  may 
become  a  national  asset  in  the 
that  Western  Electric  or  General 
itric  or  IBM  is — a  standard-bearer  for 
U.S.  in  an  increasingly  competitive 
hauvinistic  world.  It  takes  real  prof- 
lity  to  qualify  for  this  status  and 
k  has  it,  standing  above  its  U.S. 
s  in  profitability:  Its  five-year  aver- 
eturn  on  total  capital  (from  world- 
record  operations)  was  a  handsome  24%, 
(ceedin  ie  18%  median  of  the  eight  major 
drug  firms.  It  wasn't  always  so. 
Ve  went  through  an  awful  dry  spell 
seriously  questioned  how  long  we 
san 21%. Fo!  d  stay  with  our  R&D,"  says  Horan. 
iout  S390 n  reen  1965  and  1975,  he  recalls, 
k  failed  to  produce  a  single  signifi- 
new  drug  despite  some  promising 
Worse,  about  one-fourth  of 
^ck's  business  was  coming  from  two 
Aldomet,  used  in  hypertension, 
jjlndocin,  an  anti-inflammatory,  both 
lich  were  due  to  lose  much  of  their 
nt  protection.  Such  a  drought  was 
U  <jely  embarrassing  for  a  company  that 
:s  its  origins  back  to  1668  when  the 
ck  family  bought  an  apothecary  in 
^ngland plu  nstadt,  W.  Germany,  and  which,  as 
|jon]  fjjji  iblicly  owned  U.S.  company  since 
\  was  in  on  the  ground  floor  in  help- 
■  synthesize  or  develop  such  pharma- 
ical  wonders  as  cortisone,  penicillin 
treptomycin. 
litter  John  Horan  as  chief  executive  in 
1  1976.  Tall,  with  a  thatch  of  white 
above  his  still-boyish  face,  Horan  is 
ceptively  mild-mannered  man.  At 
le  looks  and  sounds  like  a  country 
'ex.  His  genial  countenance,  howev- 
inasks  a  razor-sharp  mind  that  had 
in  graduating  from  Manhattan  Col- 
at  19  and  a  penchant  for  action  that 
him  handling  amphibious  landing 
with  dexterity  at  Sicily,  Salerno  and 
orth  Africa  in  World  War  II. 
der  Horan,  Merck  has  shifted  gears 
atically.  In  June  1976  he  appointed 
erck's  new  director  of  research  an 
ider  from  Washington  University, 
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Billionaire  drugmakers 

Ranking  the  world's  largest  ethical  drug  companies 

isn't  easy.  Most  are  deeply 

involved  in  other  businesses,  primarily  chemicals,  and  don't  readily  break  out 

their  figures.  But  this  is  how  Forbes  believes  they  might  rank  in  1979  in 

pharmaceutical  sales  and  in 

spending  for  research  and  development,  based 

upon  estimates  of  analysts  in 

Europe  and  in  the  U.S.  and  company  reports. 

Est  1979 

Est  1979 

Company 

drug  sales 

R&.D  spending 

Hoechst  (W.  Germany) 

$2.7  billion 

$260  million 

Merck  (U.S.) 

1.9 

190 

Roche  (Switzerland) 

1.9 

225 

Bayer  (W.  Germany) 

1.8 

80 

Ciba-Geigy  (Switzerland) 

1.7 

225 

Sandoz  (Switzerland) 

1.6 

135 

American  Home  Products  (U.S.) 

1.5 

80 

Pfizer  (U.S.) 

1.4 

130 

Takeda  (Japan) 

1.2 

90 

Eli  Lilly  (U.S.) 

1.1 

165 

Upjohn  (U.S.) 

1.0 

130 

Dr.  R  Roy  Vagelos.  Then  45  and  already 
a  member  of  the  prestigious  National 
Academy  of  Sciences,  Vagelos  is  a  biolo- 
gist and  a  physician.  His  predecessors 
were  chemists. 

It  isn't  easy  for  laymen  to  appreciate 
the  significance  of  this  switch.  It  means 
Merck  is  changing  from  the  traditional 
random  screening  of  thousands  of 
chemical  compounds  in  its  pursuit  of  a 
new  drug  to  rational  analysis  of  how  the 
body  functions.  Vagelos  puts  it  this  way: 
"We  are  studying  the  disease  process  to 
see  what  makes  it  tick.  When  you  under- 


stand what's  happening  you  can  create  a 
substance  that  will  alter  molecular 
mechanisms."  By  fusing  the  work  of  the 
chemists  and  biologists  he  hopes  to  cre- 
ate a  slew  of  new  and  cheaper  drugs. 

These  days  any  company  worth  its 
mortar  and  pestle  will  boast  about  its 
biological  research.  But  none  has  plunged 
in  so  deeply  as  Merck.  It  has  lured  a 
cluster  of  biological  scientists  from  uni- 
versities and  government  agencies  by 
paying  top  dollar  and  by  building  vast 
new  laboratories  for  virology,  cell  biology 
and  immunology,  all  areas  of  science  that 
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Breeding  the  superchicken 


It's  a  natural  for  television's  What's  My  Line?  Up  in  rural  Walpole,  N.H.  a  Merck 
&  Co.  subsidiary  employs  some  six  to  eight  chicken  sexers.  Most  are  Koreans 
and  Japanese  because,  says  J.H.  Smith,  research  director  of  Hubbard  Farms, 
Orientals  are  less  easily  bored  than  native  Americans  and  possess  the  manual 
dexterity  and  accuracy  that's  essential  in  separating  genders.  The  job  is  dull  and 
the  hours  often  irritating — chicks  can  hatch  at  any  time  and  sexers  must  be  at 
work  almost  immediately  after  hatching.  However,  the  pay  is  good.  The 
average  weekly  wage;  about  $500. 

This  sexing  is  no  fussy  little  exercise.  Hubbard  Farms,  bought  by  Merck  in 
1974,  is  by  far  the  largest  in  the  business  of  genetically  improving  and 
producing  poultry  breeding  stock.  It's  the  start  of  the  chain  that  ends  when  you 
select  a  plumper  chicken  or  eggs  in  the  supermarket.  Millions  of  chicks  must  be 
sexually  segregated  each  year  for  breeder/producers  like  Central  Soya,  Gold  Kist 
and  Holly  Farms,  which  are  among  Hubbard's  biggest  customers. 

Merck  got  into  this  business  for  a  couple  of  reasons.  It  believes  there  can  be  a 
useful  cross-fertilization  of  scientific  ideas  between  its  own  research  laborato- 
ries and  Hubbard's,  and  it  regards  the  creation  of  meatier,  faster-laying  poultry 
as  a  profitable  growth  business  in  its  own  right.  Roughly  two-thirds  of  a 
chicken's  production  cost  is  for  feed  and  Hubbard  is  a  leader  in  improving  th<: 
conversion  of  feed  into  meat.  Where  it  took  about  90  days  in  the  early  Fir;, 
for  a  broiler  to  reach  commercial  maturity,  it  now  takes  50  days  and  Hubbard 
hopes  to  keep  shortening  the  cycle. 

Last  year  Hubbard  acquired  British  United  Turkeys,  which  is  in  the  genetics 
business  chiefly  outside  the  U.S.,  particularly  in  the  lesser-developed  countries 
where  Merck  hopes  to  generate  most  of  its  future  business. 

About  those  well-paid  chicken  sexers.  Their  days  are  numbered.  Hubbard  has 
learned  how  to  breed  egg-laying  stock  that  can  be  identified  by  the  color  of  its 
plumage  at  one  day  old.  Now  if  it  can  do  the  same  for  broiler  chicks.  .  .  . 
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until  lately  were  foreign  to  Merck. 

By  emphasizing  biological  research 
Merck  hopes  to  make  its  ability  to  un- 
cover new  drugs  more  predictable.  Horan 
and  Vagelos  talk  of  Merck  soon  uncover- 
ing a  compound  that  will  regulate,  say, 
the  synthesis  of  cholesterol  and  help  re- 
duce high  blood  pressure.  Or  of  how 
work  in  one  area  will  lead  to  a  cure  in  a 
totally  unexpected  area.  It  happened  that 
way  with  Timoptic.  Merck's  scientists 
thought  they  were  on  the  track  of  a  new 
way  of  lowering  blood  pressure  and  end- 
ed up  with  a  treatment  for  glaucoma. 


"There  is  an  awfully  important  charac- 
teristic about  our  business  that  so  many 
people  fail  to  understand,"  says  Horan. 
"The  fact  is  we  have  a  relatively  small 
market  share,  under  5%  here  and  in 
some  major  world  markets  less  than  1%. 
These  are  not  self-limiting  markets."  He 
means  that  by  spending  for  research 
Merck  can  create  new  medications  for 
illnesses  it  never  treated  before.  This 
isn't  like,  say,  General  Motors.  GM's 
spending  might  create  a  lighter  or  even 
an  all-electric  car,  but  isn't  likely  to  pro- 
duce anything  that  will  generate  sales 


Boeing,  says  Chairman  Wilson,  is  rich  enough 
to  be  able  to  afford  one  major  screw-up  in  its 
hugely  expensive  new  jet  plane  programs — 
but  not  two  major  screw-ups. 


Fasten  your 
seat  belts 


By  Michael  Kolbenschlag 

When  the  Boeing  Co.  executive 
comes  to  pick  you  up  at  Sea-Tac 
International  Airport  in  Seattle, 
he  drives  a  classic  1965  Mustang  con- 
vertible. Only  this  Mustang  is  no  car 
nut's  gleaming  pride  and  joy  but  a  family 
workhorse  showing  its  15  years  of  ser- 
vice. When  you  pull  up  at  Boeing  head- 
quarters on  Highway  99  in  Seattle,  Wash, 
you  find  no  splendid  architectural  monu- 
ment to  the  biggest,  richest,  most  pride- 
ful  airplane  builder  in  the  world  but,  rath- 
er, a  complex  of  corrugated,  barn-like 
structures  that  remind  you  of  World  War 
II  movies.  The  office  of  Boeing  Chair- 
man T.  (for  Thornton)  Wilson  is  no  more 
spacious  than  one  of  his  plant  manager's, 
and  furnished  just  about  as  plainly.  T 
Wilson  himself  (1978  salary:  $517,000) 
lives  in  the  same  modest  home  he  pur- 
chased 29  years  ago  when  he  was  a 
$6,900-per-year  Boeing  engineer. 

Such  conspicuous  underconsumption 
seems  almost  an  affectation  on  the  part 
of  a  company  that  looks,  these  days,  like 
a  cash  machine.  Barring  earthquake, 
flood  or  some  other  act  of  God,  Boeing 
sales  this  year  should  hit  $8.2  billion,  net 
profits  $500  million  or  $8  per  share — 
records  all.  Its  cash  on  hand  at  the  mo- 
ment exceeds  $2.4  billion.  Its  long-term 
debt  is  down  to  some  $90  million,  a 
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trifling  5%  of  total  capital.  Its  backlog  of 
orders  for  commercial  passenger  jets,  the 
market  it  pioneered  and  has  dominated 
for  20  years,  is  at  a  record  $16.2  billion, 
1 12%  above  a  year  ago,  a  virtual  guaran- 
tee of  still  higher  sales  and  profits  next 
year.  World  War  II  barns? 

Yes.  Far  from  feeling  rich,  T.  Wilson 
has  good  reason  to  wonder  whether  $2.4 
billion  cash  is  adequate  to  the  business  at 
hand.  The  money  now  rolling  in  comes 
chiefly  from  Boeing  727,  737  and  747 
aircraft,  planes  whose  major  design  and 
development  costs  are  at  long  last  writ- 
ten off,  planes  that  have  been  in  produc- 
tion so  long — up  to  17  years — that 
Boeing  has  learned  to  turn  them  out  at 
the  rate  of  28  per  month  with  a  work 
force  of  50,000,  compared  with  a  work 
force  of  84,000  for  the  same  output  1 1 
years  earlier.  But  an  end  to  that  happy 
product  familiarity  came  into  view  last 
year  when  Boeing  announced  two  new 
aircraft  programs  for  the  1980s.  As  these 
planes,  the  757  and  the  767,  head  for 
production,  Boeing  is  staring  at  up-front 
costs  for  their  design,  development,  tool- 
ing and  manufacture  that  can  exceed  $3 
billion  over  the  next  four  years. 

Boeing  has  little  choice  but  to  push 
ahead.  The  cost  of  fuel  and  the  sheer  age 
of  the  designs  now  in  production  have 
left  Boeing  with  the  747,  the  375-seat 
long-range  craft,  as  its  only  strong  con- 


outside  of  transportation.  "In  our  ii 
try,"  adds  Horan,  "we  are  on  the  ve: 
major  breakthroughs  in  biological 
ence.  The  question  is,  who  will  put  i 
investment  to  produce  them?" 

In  Merck's  case  you  already  kno\ 
answer.  It  could  be  a  situation  paral 
the  computer  industry  two  decades 
when  there  were  literally  dozens  of  1 
fuls.  But  few  of  them  stayed  the  c« 
and  only  one,  IBM,  came  out  on  fc 
that  way,  dynamic  markets  are 
dangerous  than  static  markets, 
really  separate  the  men  from  the  boy 


:.. 

life  tl 
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tender  in  the  aircraft  market  of| 
1980s.  Boeing  believes  it  must  have 
757,  with  175  seats  and  a  range  of  i 
to  2,500  miles,  as  a  replacement  fi 
727,  and  the  767,  with  211  seats 
similar  range,  as  a  bigger  alternative 
these  planes  start  coming  down  thi 
sembly  line,  initial  production  costs 
inevitably  stay  high  until  the  leari 
curve  begins  to  drive  them  down- 
thing  which  could  take  a  decade 
while,  the  older  planes,  so  profitably 
duced,  will  start  to  phase  out.  By 
mid-1980s,  Boeing  plans  to  be  produ 
commercial  jets  at  the  same  rate  as  l 
28  per  month,  but  half  of  them  wi 
the  less  profitable  757s  and  767s. 
that's  a  big  risk  for  a  corporation 
derives  69%  of  sales  from  a  single  r. 
uct  line,  commercial  jet  aircraft. 

Boeing  is  no  stranger  to  big  risk 
course.  Indeed,  since  its  founding  in 
by  pioneer  William  E.  Boeing,  the  q 
pany  has  had  more  ups  and  downs  th! 
commuter  airliner.  At  one  time  Bo| 
had  to  make  boats  and  bedroom  fi 
ture  to  stay  alive.  The  first  aircraft  1 
at  Renton  was  the  "Sea  Ranger" 
plane,  remembered  still  as  the  "I 
Ranger"  because  only  one  was  built 
fore  the  market  for  it  disappeared. 
747  program,  now  so  solid  a  moneyn 
er,  very  nearly  drove  the  company 
bankruptcy  when  the  first  ones  sta 
coming  off  the  line  in  1968.  To  get 
Wilson  dispatched  his  top  financial  n 
Harold  W.  Haynes,  now  chief  finarl 
officer,  to  hit  up  the  banks.  Haynes 
turned  with  Boeing  long-term 
boosted  to  a  record  $726  million  an 
debt  ratio  beyond  47%,  but  the  comfl 
pulled  through. 

Nothing  in  the  past,  though,  compi 
with  the  multibillion-dollar  gamble 
757  and  767  programs  represent 

The  prizes  in  view  are — or  at  !( 
until    recently   were — suitably  gr 
Boeing  has  maintained  that  l 
potential  $25  billion  market  < 
and  a  far  bigger  market,  perhap  $  55 
lion,  for  the  767.  But  that  market 
tainly  isn't  sitting  still  and  waiting 
Boeing. 

For  one  thing,  several  other  manui 
turers  managed  to  get  to  the  man 
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d  of  them,  making  the  1980s  market 
first  of  the  jet  age  Boeing  has 
:hed  into  from  a  catch-up  position. 
ie  mid-range,  the  European  consor- 
Airbus  Industrie  has  already  taken 
orders  and  132  options  between  its 
seat  A-300  and  its  new  200-seat 
0.  In  the  first  half  of  this  year  Airbus 
d  clearly  ahead  of  Boeing  as  the  lead- 
the  short-  and  medium-range  mar- 
with  44.5%  of  the  new  orders  for 
planes,  compared  with  Boeing's 
Vo.  Even  McDonnell  Douglas,  dis- 
ed  as  it  has  been  by  its  troubles 
ding  the  airworthi- 
of  the  DC- 10,  has 
iged  to  get  into  the 
:-hop  part  of  the  mar- 
ihead  of  Boeing.  Paul 
ey,  president  of  San 
-based  Pacific 
west   Airlines,  re- 
y  started  replacing 
iging  727s  with  12 
-80s  and  expects  to 
is  first  one  in  mid- 
"We'll  probably 
both  the  DC9-80  and 
57,"  he  says,  "but  the 
that  the  DC9-80  is 
able  in  1980  and  the 


ames  may  be  an  optimist.  According  to 
the  Air  Transport  Association  of  Amer- 
ica, airlines  need  returns  on  investment 
on  the  order  of  13%  to  15%  to  comfort- 
ably finance  their  fleets  in  the  1980s.  For 
1979  the  average  return  is  likely  to  be 
9.6%.  Next  year,  given  what  is  happen- 
ing to  fuel  and  other  costs  plus  the  prob- 
ability of  heavy  economic  weather 
ahead,  margins  are  likely  to  be  squeezed 
even  harder.  And  that  squeeze  is  unlikely 
to  end  in  1982. 

Sales  of  ihe  757  have  already  been  af- 
fected. Boeing  won  its  first  orders  for  the 
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e  767  is  doing  better, 
125  orders  and  op- 
on  118  more.  But 
it  and  the  757  have 
1  to  tot  up  impressive 
scores  in  non-U. S. 
inational  markets, 
prically  Boeing  has 
ided  on  international 
for  50%  of  its  busi- 
But  without  that 
less  all  those  profit- 
t ty  projections  begin 
iravel. 
n  more  worrisome, 
irlines  are  once  again 
g  hard  up  for  cash, 
e  aircraft  producers, 
ding  Boeing,  are 
ing  on  a  $90  billion  commercial  air- 
market  in  the  decade  ahead.  Over 
ird  of  it,  some  $37  billion,  is  con- 
ed especially  solid — the  "must  buy" 
cement  market.  But  each  day  these 
sts  seem  less  likely.  To  buy  new 
ft  the  airlines  need  money,  and 
IS  a  resource  that  in  1979  is  slip- 
through  their  fingers  like  sand. 

:  Burbank,  George  Sarames, 
ger  of  forecasting  and  economic 
sis  for  Lockheed,  looks  over  his 
lasses  and  says  ominously,  "In- 
for  the  airlines  is  dropping.  It  was  a 
d  $1.1  billion  in  1978,  but  now 
only  forecasting  between  $300  and 
million  for  1980.  The  cyclical  im- 
of  this  recession  will  hit  1981  and 
sales."  And  in  that  projection  Sar- 
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plane  in  1978  (40  planes)  but  it  hasn't 
taken  a  new  757  order  since.  E.H.  (Tex) 
Boullioun,  president  of  the  Boeing  Com- 
mercial Airplane  Co.  subsidiary  that 
does  all  the  commercial  business  (69%  of 
the  company's  total  sales  last  year,  71% 
of  pretax  profits),  professes  to  be  uncon- 
cerned. He  takes  out  a  chart  that  shows 
that  the  757,  which  isn't  scheduled  to  be 
delivered  until  1983,  is  doing  no  worse 
than  the  707  or  727  did  at  comparable 
points  in  those  programs.  "Don't  worry 
about  it,"  he  says,  "they're  not  beating 
on  your  door  like  they  did  for  the  747, 
but  in  time.  .  .  ." 

On  top  of  these  uncertainties  are  the 
challenges  of  the  new  planes  them- 
selves— -the  schedule  risks,  the  cost  risks, 
the  technical  risks.  "We've  never  done 


these  in  a  commercial  plane  to  the  tight 
schedules  we're  talking  about."  says 
Kenneth  Holtby,  senior  vice  president  of 
new  programs.  Among  the  technical 
problems  Holtby  rattles  off,  for  example, 
is  the  avionics  flight  control  system  of 
the  767,  of  a  type  (fully  digital  and  relying 
on  microprocessors)  common  in  military 
aircraft  but  never  before  installed  by 
Boeing  on  a  commercial  plane.  Then 
there  is  the  767's  rudder — 18  feet  long 
and  3  feet  wide  (as  long  as  the  wing  of  a 
small  plane)  and  made  of  a  graphite  com- 
posite, a  material  never  before  used  for 
commercial  airplane  rud- 
ders. "We're  signing  up  to 
do  all  these  things  with 
the  same  kind  of  schedi 
we've  used  for  much  more 
conventional  things," 
says  Holtby,  "because 
we're  trying  to  meet  what 
we  perceive  to  be  the  mar- 
ket requirements." 

Boeing,  in  turn,  has 
been  laying  down  some 
pretty  tough  requirements 
of  its  own.  Using  its  repu- 
tation and  promoting  the 
potential  market  it  sees, 
Boeing  has  negotiated 
tough  financial  terms 
with  Japanese  and  Italian 
subcontractors  who  are 
building  nearly  30%  of  the 
767.  The  terms  include 
payments  to  them  in  dol- 
lars and  other  provisions 
that  all  but  assure  them  a 
lot  of  work  but  not  much 
profit  until  well  into  the 
1980s.  Wilson  and  Haynes 
have  also  pushed  an  un- 
usually large  portion  of  the 
risk  onto  U.S.  subcontrac- 
tors. One  potential  sub- 
contractor, General  Dy- 
namics, just  walked  away 
from  the  bidding  because 
of  the  size  of  the  cash  out- 
lay Boeing's  terms  would 
require.  But  Rockwell,  ea- 
ger for  business  to  replace  the  B-l  bomb- 
er program  canceled  by  the  Carter  Ad- 
ministration, stayed  with  it  and  won 
contracts  for  fuselage  sections  on  the  757 
and  tooling  on  the  767.  Says  a  resigned 
E.A.  Center,  a  Rockwell  vice  president: 
"It  was  the  first  time  we  ever  received 
requests  for  proposals  that  specified  that 
we  would  have  to  ante  up  engineering  to 
help  the  manufacturer." 

Hal  Haynes  has  been  making  the 
rounds  of  the  banks  again,  too.  But  it  is  a 
measure  of  how  much  better  it  is  to  be 
rich  than  poor  when  talking  to  bankers 
that  this  time,  in  his  efforts  to  set  up 
new  lines  of  credit  totaling  $1.3  billion, 
Haynes  didn't  feel  it  necessary  to  call  on 
everyone  in  person.  One  day  last  spring 
several  dozen  bankers  across  the  country 

43 


found  on  their  desks  a  detailed  proposi- 
tion for  a  credit  line  drafted  not  by 
them — but  by  Boeing!  Some  of  the  bank- 
ers were  a  bit  unsettled  by  this  bold  pro- 
cedure, but  when  the  fuss  was  over, 
Haynes  had  gotten  his  money. 


Boeing's  risks  would  be  considerably 
smaller,  of  course,  if  it  had  not  decided  to 
push  both  the  757  and  767  at  the  same 
time.  It  is  doing  so,  according  to  Kenneth 
Holtby,  as  part  and  parcel  of  a  product 
philosophy   of   covering   all   its  bets. 


Chairman  T.  Wilson  brandishes  the  models  of  Boeing's  aircraft  future. 

But  will  the  757  and  the  767  produce  the  profits  of  the  727  (below)  in  the  1980s, 
or  trip  the  company  up  like  the  early  models  of  the  747  program? 


"Frankly,"  Holtby  says,  "our  abi 
forecast  is  so  lousy  that  the  only  wa 
can  survive  is  to  cover  all  your  bets 

Competitors  profess  to  be  confus 
that   strategy.   "1   have   no  idea 
they're    building    two  planes." 
George  Warde,  senior  vice  preside 
Airbus  Industrie  in  Toulouse,  exha 
from  his  overnight  flight  back  to  F 
from  the  U.S.,  where  he  had  been  (j 
ing  TWA.  "They've  pushed  the  757 
180  passengers  to  get  the  proper 
mile  costs,  but  now  it's  running  to 
in  20  to  25  passengers  of  the  767.  } 
you  take  the  R&D  money  that  wen 
the  757  versus  what  tbey  could 
saved  and  used  to  produce  the 
cheaper,  I  have  a  lot  of  trouble  u 
standing  it." 

If  that  sounds  self-serving,  some  c 
terested  observers  have  trouble 
standing  Boeing's  arithmetic  as 
"Boeing  is  predicting  they'll  be  sfl 
336  aircraft  per  year  in  1981,"  says 
Simon,  aerospace  analyst  for  Cro 
Weedon  &  Co.  in  Los  Angeles, 
don't  believe  that  this  will  contij 
Simon  believes  that  slackened  den 
coupled    with    teething  problem 
Boeing  begins  to  cut  metal  on  the 
planes  could  decrease  Boeing  produ 
by  as  much  as  one-third  as  soon  as 
or  1982.  Then,  says  Simon,  "Youl 
talking  in  an  earnings  range  down 
per  share,  or  around  a  33%  drop 
what  you  can  expect  in  1980." 

The  risks  of  the  aircraft  program 
made  Boeing  a  single-minded  comj 
A  money-losing  venture  into  light 
transit  vehicles  is  being  dumped,) 
military  aircraft  operation  is  being 
ganized,  and  the  helicopter  division 
new  boss.  Even  the  glamorous  Mi 
Systems  Division,  which  makes  hj 
foils,  has  been  warned  not  to  compel 
money  with  the  aircraft  company. 

Hal  Haynes,  known  in  Seattle  as 
"great  white  sphinx"  for  his  tad 
ways,  is  under  no  illusions  about 
formidable  risks  Boeing  is  taking.  1 
ing  about  it,  he  uses  a  word  in  no  dij 
nary — "moneyability."  Says  Hay 
"It's  impossible  to  assure  anyone 
lower  domestic  airline  moneyabilii 
other  unknown  influences  won't  res 
some  airlines'  ability  to  buy  airpll 
that  they  need  on  timetables  that 
our  combined  best  interests." 

Chairman  Wilson  takes  comfort  1 
the  fact  that  Boeing  has  never  beei 
better  shape  to  cope  with  all  the 
knowns.  "We  certainly  have  enc 
cash  to  do  what  we  set  out  to  do,  ass 
ing  we  do  a  good  job,"  he  says,  in  \ 
of  the  fact  that  we  screw  up  so  often 
like  to  think  we've  got  enough  cas 
have  a — not  acceptable  but  forec^ 
ble — number  of  screw-ups.  We  ha\| 
got  enough  to  have  any  major  scj 
ups — at  least  not  two  of  them — b 
don't  think  we're  going  to."  ■ 
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modern  American  Classic 
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Granada.  With  classic  styling  similar 
to  the  German  classic,  Mercedes.  But 
ifs  more  than  just  elegant  style  that 
makes  Granada  right  for  the  times. 

Excellent  Mileage. 

Today,  right  for  the  times  means 
good  fuel  economy.  Thaf  s  Granada. 


High  Resale! 

Check  the  facts  and  figures.  You'll 
see  how  Granadas  have  held  up.  A 
1976  Granada  returns  an  average  of 
over  84%  of  its  original  sticker  price. 
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EPA  EST. 
MPG 


EST. 

RANGE 


OO  EST.  HWY. 
AO  MPG 


EfM  ESI  HWY. 
Wl  RANGE 


any  ma'01 
o  of  themH 


For  comparison  to  other  cars.  Actual  mpg  and 
range  may  differ  depending  on  speed,  distance 
and  weather.  4.1  liter  engine  not  available  in 
California/Actual  highway  mileage  and  range 
'  will  ptpbabfy  be  lower  than  estimate.  Range 
based  on  EPA  mileage  and  Granada's  18  gallon 
fuel  tank. 


(Averaged  July,  1979,  NADA  Official 
Used  Car  Guide  figures.) 

Whether  you  buy  or  lease,  see  your 
Ford  Dealer  for  full  details  and  low 
prices  on  the  Extended  Service  Plan. 
It  protects  your  Granada  even  longer 
than  the  basic  warranty.  After  all, 
when  you  have  a 

classically-styled  car  f-QC^i 

like  Granada,  you  want  ujU; 

to  really  take  care  of  it.        J  / 

See  your  Ford  Dealer  £ 

now  for  a  personal 

test  drive.  Better  Ideas 

the  80s.  FORD. 

FORD  GRANADA 


FORD  DIVlSiOf 


Smartly  styled  optional  reclining  tx 


IGNAL  STRATEGY: 


Position  UOP  to  quench  the  thirst 
for  new  technology. 


EARNINGS 
PER  SHARE 


As  water  shortages  threaten  around  the  world,  the 
need  for  purification  through  new  desalination  tech- 
nology is  growing  rapidly.  UOP,  a  major  part  of 
Signal,  is  a  leader  in  reverse  osmosis  systems,  which 
use  half  the  energy  of  distillation  methods  and  also 
greatly  reduce  lead  time  and  capital  requirements. 
UOP's  current  desalination  projects 
range  from  the  Colorado  River  to  the 
Red  Sea. 

UOP  is  positioned  to  serve  other  ma- 
jor areas  of  growing  technological  need. 
The  oil  shortage  has  made  the  upgrading 
of  refining  and  petrochemical  processes 
of  vital  importance  and  UOP's  leadership 
in  these  fields  is  long-established.  Con- 
cern about  pollution  is  growing  rapidly  in 
the  U.S.  and  around  the  world— UOP's 
leadership  ranges  from  catalytic  conver- 
sion for  auto  exhausts  to  flue  gas  cleanup 
and  waste  water  treatment. 

To  maintain  its  technological  advan- 
tage in  these  and  other  fields,  UOP 
spent  $36  million  in  research  and  devel- 
opment in  1978.  With  187  U.S.  patents 
issued  in  1978,  UOP  ranked  23rd  among 
all  U.S.  companies. 

Extending  Garrett's  fuel-saving 
technology  from  aircraft  to  automobiles.  The 
Garrett  Corporation's  fuel-saving  engines  have  cap- 
tured 50%  of  the  market  for  turbine  propulsion  en- 
gines in  general  aviation.  Economical  Garrett  gas 
turbines  are  finding  new  markets  in  industry. 
Garrett's  world  leadership  in  turbochargers  for 
trucks,  aircraft,  and  other  applications  has  been  ex- 
tended into  automobiles  to  meet  the  need  for  more 
economical  engines.  Turbochargers  reduce  fuel  con 


sumption  20%  by  making  small  engines  do  the  work 
of  larger  ones.  To  maintain  leadership  in  all  these 
areas,  Garrett  invested  $161  million  in  research  and 
development  in  1978. 

Expand  Mack  product  line  to  include 
medium-duty  diesel  trucks.  This  bold  move  by 
Mack  and  Renault  to  distribute  Class  6 
and  Class  7  medium-duty  diesel  trucks  in 
the  U.S.  and  Canada  will  assure  deeper 
penetration  of  the  total  truck  market.  A 
long-time  leader  in  heavy-duty  diesel 
trucks  in  the  U.S.  market,  Mack  has  also 
gained  a  commanding  share  of  exports 
in  this  field. 

These  three  major  parts  of  Signal, 
together  with  a  group  of  smaller  invest- 
ments ranging  from  real  estate  to 
broadcasting,  have  produced  rapid  and 
sustained  growth.  Return  on  equity  has 
more  than  doubled  in  the  last  three 
years,  reaching  18.4%  in  1978. 

The  growth  continues.  Sales  and 
earnings  for  the  first  nine  months  of  1979 
were  the  highest  in  the  entire  57-year 
history  of  The  Signal  Companies. 

To  ensure  future  internal  growth, 
Signal  spent  a  total  of  $210  million  in  re- 
search and  development  in  1978,  of  which  $102  mil- 
lion was  customer-funded.  Capital  expenditures  were 
$97.4  million.  At  the  same  time,  our  conservative 
financial  posture  gives  us  the  flexibility  to  take  ad- 
vantage of  external  investment  opportunities  which 
may  arise. 

For  a  copy  of  our  annual  report  write:  The  Signal 
Companies,  9665  Wilshire  Boulevard,  Beverly  Hills, 
California  90212.  Ticker  symbol:  SGN. 

©  The  Signal  Companies.  Inc  .  1979 
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UOP  Inc.  •  The  Garrett  Corporation  •  Mack  Trucks,  Inc.  •  Signal  Landmark  Properties,  Inc. 


)f  course  you  can  live  without  Chivas  Regal, 
rhe  question  is,  how  well? 


CHIVAS  REGAL  •  12  YEARS  OLD  WORLDWIBE  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  GENERAL  WINE  &  SPIRITS  CO..  NEW  YORK,  j.1 


The  great  strength  of  a  Rolex  is  strength. 

Jean-Claude  Killy.  Skier.  Racing  driver.  Flyer.  Moviemaker.  Manufacturer.  Entrepreneur. 
Rolex.Handcrafted  timepiece  designed  for  survival  in  extreme  environments. 

fr 
ROLEX 

The  Rolex  Explorer  II  Perpetual  Superlative  Chronometer.  Pressure  proof  to  330  feet.  In  stainless  steel  with  matching  bracelet. 
Write  for  free  color  brochure.  Rolex  Watch  U  SA..  Inc..  Dept  K- 109.  Rolex  Building,  665  Fifth  Avenue.  New  York.  New  York  10022. 

•  Bombay  «  Brussels  •  Buenos  Aires  •  Caracas  •  Cologne  •  Dublin  •  Hong  Kong  •  Johannesburg  ■  London  •  Madrid  •  Mexico  City  •  Milan  •  New  York  •  Paris  •  Sao  Paulo  «  Singapore  •  Sydney  •  Tokyo  •  Toronto 


Copying  someone  else's  success  is  no  sin,  par- 
ticularly if  you  do  it  in  your  own  special  way 


All  aboard  the 
bandwagon! 


MOST  BUSINESSMEN  HESITATE  to  ad- 
mit being  bedazzled  by  the  com- 
petition. But  not  Robert  G. 
Brazier,  42,  president  of  Seattle's  boom- 
ing Airborne  Freight  Corp.  Brazier  says 
frankly  the  shining  success  of  upstart 
Federal  Express  transformed  the  air  for- 
warding industry  over  the  last  few  years. 

It  sure  transformed  Airborne  Freight. 
Though  Airborne's  sales  grew  briskly  in 
the  late  Sixties  and  early  Seventies,  its 
earnings  wobbled  uncertainly  and 
its  return  on  equity  averaged  a 
mere  20%  (mere,  that  is,  by  the 
standards  of  the  low-capital  for- 
warding industry).  But  in  the  last 
five  years  revenues  shot  up  92%,  to 
$188  million,  and  earnings  nearly 
quadrupled,  to  $8.5  million;  this 
year  they  should  approach  $  1 1  mil- 
lion, for  a  startling  35%  return  on 
equity — "our  seventh  record  year 
in  a  row,"  says  Chief  Financial  Of- 
ficer Robert  S.  Cline.  "And  though 
1980  will  be  a  tough  year,  we  think 
it  will  be  a  record  one  as  well." 

Before  Federal  Express  burst  on 
the  scene  in  1973,  air  forwarders 
like    Airborne    and    Emery  Air 
Freight,  the  industry's  two  largest 
companies,  had  concentrated  on 
gathering  and  consolidating  fairly 
heavy  shipments,  moving  them  by 
commercial  airline  and  then  deliv- 
ering them  at  their  destination. 
But  Federal  not  only  dispensed 
with  the  airlines  in  favor  of  its  own 
planes,  it  also  concentrated  on  the  huge 
small-package  segment  of  the  market 
that  the  air  forwarders  had  neglected. 
Federal  didn't  create  that  market,  which 
had  traditionally  been  the  province  of 
the  post  office,  United  Parcel  and  the 
now  defunct  Railway  Express.  But  it  did 
capture  a  big  slice  of  it.  And  the  total 
market  was  huge  enough — an  estimated 
25  million  packages  yearly  in  the  un- 
der-70-pound  category — that    even  a 
modest  diversion  could  make  a  splash: 
In  six  years  Federal  went  from  just  $17 


million    to    $258    million    in  sales. 

"Federal  came  down  on  that  market 
like  a  steamroller,"  recalls  Bob  Brazier, 
"and  we  said,  'Hey,  that's  potentially  our 
business  they're  taking,  and  unless  we 
get  a  competitive  service  we're  going  to 
be  in  trouble.'  " 

Airborne  might  have  been  in  trouble 
anyway.  After  the  1973-74  oil  embargo 
the  airlines  began  cutting  flights  and 
deemphasizing  the  cargo  services  on 


Airborne's  Boh  Brazier 
Small  packages  meant  bigger  profits. 

which  the  forwarders  vitally  depended. 
Thus  the  forwarders  would  soon  have 
had  to  look  at  small  planes  and  question 
the  planemakers'  dogma  that  it  would 
cost  the  forwarders  $1,300  an  hour  to 
operate  small  aircraft.  Those  estimates 
were  based  on  executive  jets  operating 
perhaps  25  hours  a  month:  When  Federal 
started  working  its  planes  six  hours  a 
day,  costs  dropped  to  a  more  reasonable 
$300  to  $400  an  hour.  "We  underesti- 
mated the  economics,"  Brazier  says. 
Airborne    also    underestimated  the 


number  of  high-yield  small  packa 
could  generate.  It  had  built  its  bu: 
on  handling  fairly  large  low 
items — 100-pound  shipments  yit 
maybe  60  cents  a  pound,  such  as 
motive  and  computer  parts.  F» 
taught  Airborne  to  go  after  high-yic 
small  packages,  where  a  two-pound 
ment  might  bring  in  $7.50  a  pound, 
small  plane  with  cargo  like  that,  am 
could  support  the  cost  of  flying  the 
ments  yourself. 

But  Airborne  didn't  follow  Fede: 
buying  its  own  planes,  at  least  not ; 
beginning.  It  started  by  chartering  p 
from  Cleveland's  Midwest  Air  Ch 
which  serves  37  cities  for  the  Fe 
Reserve  System,  and  Greenville,  '. 
Pinehurst  Airlines.  Today  Airborne 
chartered  planes  fly  40,000  miles  ■ 
weeknight  to  the  74  cities  in  Airb( 
coast-to-coast  network.  Charter  fre 
42%  of  Airborne's  shipments  last 
should  exceed  50%  this  year  and  i 
75%  next. 

Increasingly,  those  Midwest  and 
hurst  planes  are  leased  from  Airb 
itself:  It  will  spend  $12  million  this 
and  perhaps  $4  million  next  on  a  fie 
6    Caravelles    and    13  Japanese- 
YS-lls  for  lease,-  it  has  bought  a  ? 
interest  in  Midwest;  and  it  has  won 
authorization  to  operate  its 
planes.  "We'd  rather  not  beco: 
direct  operator,"  says  Bob  C 
"But  if  you're  owning  the  pll 
and  providing  most  of  the  busii 
to  the  operator,  at  some  point 
have  such  a  captive  operation 
might  as  well  own  the  airline.' 

Those  purchases  will  inevit 
change  the  nature  of  Airboi 
business,  making  it  far  more  cap 
intensive  than  in  the  days  whe 
could  channel  most  of  its  cash  i 
into  dividends.  Even  so,  its  • 
flow  is  ample  enough  so  that  foi 
next  four  or  five  years  Cline  exp 
to  be  able  to  finance  the  equiprt 
program  internally  whileretaini 
45%  dividend  payout. 

Deepening  recession  and  soa 
fuel  prices  guarantee  that  1980 
be  highly  competitive,  but 
borne  has  discovered  what  it  : 
as  a  cost  advantage  over  the  o 
petition.  Until  recently,  Airbc 

  had  been  charging  by  the  shipir. 

rather  than  by  the  piece.  In  shifting 
per-piece  tariffs,  it  not  only  got  a  2| 
revenue  gain  without  higher  rates 
also  discovered  that  its  per-piece  rji 
are  lower  than  those  of  its  competito; 

"On  comparably  sized  shipments 
have  a  real  price  edge — 12%  to  25°/\ 
over  Federal,"  says  Brazier,  "and 
might  as  well  promote  it.  We  wan) 
tangible  reason  for  a  customer  to  give 
a  try,  so  we  do  sell  price.  But  we  km 
that  if  you  don't  provide  the  service, } 
can't  give  it  away  at  any  price."  ■ 
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Lincoln  Continental  has  been 
totally  redesigned  for  1980,  to 
bring  you  the  best  of  two  worlds. 

Here  is  everything  that  you 
have  come  to  expect  of  Lincoln 
Continental:  the  comfort,  the  room, 
the  fine  appointments  of  traditional 
luxury  driving. 

And,  the  efficiency  that  is  so 
important  today. 

For  example,  Lincoln  1980  still 
has  22  cubic  feet  of  luggage  space  - 
still  seats  six  adults  comfortably; 
indeed,  legroom  front  and  rear  is 
actually  greater  than  in  last  year's 
Lincoln! 

Sophisticated  engineering - 
and  remarkably  improved  fuel 


efficiency -makes  all  this  luxury 
right  for  today. 

Electronic  fuel  injection  meters 
fuel  uniformly  to  each  cylinder. 


Electronic  engine  control  monitors| 
and  adjusts  certain  vital  engine 
functions  for  operating  efficiency. 
These  and  other  technological 


The  look  and  feel  of  luxury,  and  a  U%  improvement 
in  EPA  estimated  miles  per  gallon  over  last  year. 


he  front  seat  has  more  headroom, 
rroom  and  legroom  than  last  year. 


advances  combine  to  produce  a  41% 
improvement  in  EPA  estimated 
miles  per  gallon  over  last  year. 

And  a  new  automatic  overdrive 
transmission  helps  improve  highway 
fuel  economy. 

Lincoln  Continental.  Tbwn  Car 
and  Tbwn  Coupe. 

Luxury  in  the  Lincoln  tradition, 
with  very  contemporary  fuel 
efficiency. 

We  urge  you  to  experience  it 
for  yourself. 


41% 


IMPROVEMENT  IN  FUEL 
'Q      EFFICIENCY  RATINGS 


OVER  1979. 


EPA 
EST. 
MPG 


24 


EST. 

HWY. 

MPG 


*Based  on  comparison  of  standard  engines. 

'Compare  this  estimate  to  the  estimated  MPG 
of  other  cars.  You  may  get  different  mileage 
depending  on  how  fast  you  drive,  weather 
conditions  and  trip  length.  Actual  highway 
mileage  will  probably  be  less  than  the 
estimated  highway  fuel  economy.  California 
estimates  and  percentages  are  different. 


i'Based  on  EPA  interior  volume  index. 


LINCOLN  CONTINENTAL 


LINCOLN-MERCURY  DIVISION 


li  TrvingTrust  \ 

As  the  Official  Bank  of  the  Olympic  Winter  Games,  we'll  have 
banking  facilities  in  the  Olympic  area  to  serve  the  athletes, 
Olympic  officials,  the  media,  and  other  visitors. 

We  look  forward  to  greeting  our  customers  and  other  friends 
from  around  the  world,  during  the  Games  at  Lake  Placid. 

Irving  Trust  Company,  One  Wall  Street,  New  York. 


OQD 

Jk 


THE  OFFICIAL 
BANK  OF 

THE  1980  OLYMPIC 
WINTER  GAMES. 


MEMBER  F  D  I.C. 


wbody  in  the  U.S.  is  making  as  much  money 
bm  gold  as  Newmont  Mining.  But  New- 
pnt's  boss,  Plato  Malozemoff,  sees  some- 
ing  much  bigger  on  the  horizon. 


Will  copper 
outshine  gold? 


By  Phyllis  Herman 


ft  '<>  Malozemoff,  Cbainnan  and  CEO  of  Newmont  Mining 
hard  to  stampede  a  natural  survivor.  
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Shy  to  the  point  of  seeming  secretive,  a 
small,  narrow-faced  man  in  a  conserva- 
tive dark  suit,  Plato  Malozemoff  is  a  sur- 
vivor. Born  70  years  ago  to  a  family  ex- 
iled to  Siberia  by  the  czarist  government, 
he  was  ten  when  they  fled  across  the 
Mongolia  border  away  from  Bolshevik 
Russia.  They  made  their  way  to  the  U.S. 
where  the  young  Russian  became  a  mag- 
na cum  laude  engineering  graduate  of  the 
University  of  California.  He  also  studied 
geology,  became  a  talented  violinist  and 
a  brilliant  self-taught  financier. 

Having  survived  Siberia  and  the  Red 
Army,  Malozemoff  had  to  work  16-hour 
days  at  two  jobs  to  support  his  family.  He 
was  36  when  he  joined  the  modest  New- 
mont Mining  Corp.  in  1945  and  44  when 
he  became  its  president  in  1954.  He  has 
turned  Newmont  from  a  smallish  mining 
finance  house  and  investment  company 
into  one  of  the  world's  most  respected 
mining  companies.  After  25  years  at  the 
helm  he  shows  no  sign  of  flagging  (his 
contract  doesn't  expire  until  1984). 

Malozemoff  has  a  way  of  being  where 
the  action  is.  Right  now  gold  is  a  hot 
metal  and  Newmont  will  produce  more 
gold  this  year  than  any  outfit  outside 
South  Africa  or  Papua  New  Guinea.  From 
mines  in  Australia  and  in  Nevada  and  as 
a  by-product  from  its  lead  and  zinc 
mines,  Newmont  will  probably  produce 
347,000  ounces  of  gold,  vs.  estimates  of 
335,000  for  Canada's  Dome  Mines  and 
300,000  for  the  U.S.'  Homestake  Mine. 

Last  year,  when  gold  prices  averaged 
roughly  half  today's  levels,  Newmont  de- 
rived 9%  of  revenues  but  35%  of  its 
profits  from  gold.  This  year,  Newmont 
will  earn  more  from  gold  alone  than  from 
all  its  operations  last  year.  A  good  guess 
is  that  its  gold  earnings  for  1979  will  be 
not  less  than  $2  a  share  before  taxes,  vs. 
total  earnings  from  all  sources  of  $1.28 
last  year.  Malozemoff  is  proud  it  took 
Newmont  just  30  months  to  recover  the 
entire  $23.5  million  it  cost  to  develop  its 
70% -owned  Telfer  gold  mine  in  The 
Great  Sandy  Desert  in  western  Australia. 

Malozemoff  doesn't  get  carried  away 
by  all  this.  He's  seen  too  many  ups  and 
downs  in  the  metals  trade  to  be  carried 
away  by  $400  gold.  But  mention  copper 
and  this  soft-spoken,  precise  geologist 
can't  keep  a  note  of  excitement  from 
creeping  into  his  voice. 

Newmont  mines  23  different  minerals 
from  silver  to  lithium  but  it  is  basically  a 
copper  company  and  copper  produces 
about  half  its  revenues,  which  might  go 
as  high  as  $900  million  this  year. 

Copper,  not  gold,  has  been  the  princi- 
pal reason  for  Newmont's  recovery  from 
the  bleak  days  of  1977,  when  its  return 
on  equity,  which  can  be  above  20%  in 
some  good  years,  sank  to  one-half  of  1%. 
In  the  first  nine  months  of  this  year, 
Newmont  and  its  affiliates  actually  sold  a 
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Whenyou  take  a  good  loo] 
our  companies  look  good 


We  expect  1979  to  be  another  record  year  for  Trans- 
america— well  above  the  $208  million  we  earned  from 
operations  in  1978.  For  the  first  three  quarters  of 
1979,  operating  income  was  $182.5  million,  11%  above 
the  comparable  1978  period. 

It  takes  more  than  a  rosy  picture  of  corporate  earnings, 


however,  to  judge  the  strength  and  potential  of  a  divenj 
fied  company  such  asTransamerica.  You  need  informatll 
on  our  subsidiaries  as  well. 

Below  is  a  brief  synopsis  of  three  of  our  companiee| 
Take  a  good  look.  You'll  find  not  only  a  record  of  solid 
growth,  but  outstanding  potential  for  the  future. 


Transamerica  Airlines 

Transamerica  Airlines— formerly  Trans  International 
Airlines— flies  to  more  places  in  more  countries  than  any 
other  airline.  The  airline  offers  reliable,  low-cost  air  trans- 
portation and  a  choice  of  charter  or  some  scheduled  service 
for  both  passengers  and  cargo. 

Transamerica  Airlines  has  long  been  a  leader  in  charter 
travel.  In  1978,  with  14  airlines  flying  charters  across  the 
Pacific,  Transamerica  ranked  number  one  in  passengers. 
Among  the  50  airlines  flying  passenger  charters  across 
the  Atlantic,  it  was  third. 


Now  Transamerica  Airlines  is  expanding  into  sche« 
service.  It  recently  inaugurated  the  first  completely  un 
stricted  low-cost  scheduled  service  from  the  U.S.  to  Arrl 
dam.  Other  scheduled  routes  are  due  to  be  opened  soor| 

Our  airline  is  also  big  in  cargo,  and  getting  bigger 
the  time.  Cargo  shippers,  faced  with  substantial  rate  jtl 
in  other  types  of  freight  transportation,  a 
increasingly  going  airborne.  To  keep  ahl 
of  this  growing  volume,  Transamerica  Al 
lines  has  strengthened  its  capability  drarl 
ically  and  now  has  the  world's  largest  con  I 
mercial  fleet  of  Super  Hercules  L-100  airci 
We'll  soon  add  Boeing  747-200's,  fully  conv  | 
ible  for  passengers  or  cargo,  to  our  already 
modern  fleet  of  stretch 
DC-8's,  DC-10-30'sand 
Electra  L-188's. 

The  heightened  co 
petition  resulting  from 
airline  deregulation  shoi 
benefit  carriers  with  fin: 
cial  and  management 
strength.  Transamerica . 
lines'  solid  position  is 
demonstrated  by  the  7% 
operating  return  on  sale 
achieved  for  1978— cons 
erably  higher  than  the 
airline  industry  average 


United  Artists 

United  Artists,  Transamerica's  entertainment  com- 
pany, was  founded  60  years  ago  by  four  superstars  of  the 
movie  world— Charlie  Chaplin,  Mary  Pickford,  Douglas 
Fairbanks,  Sr.  and  D.  W.  Griffith.  Over  the  decades.  United 
Artists  has  become  one  of  the  world's  leading  entertain- 
ment organizations,  with  an  unparalleled  record  of 
Academy  Awards  for  "Best  Picture!' 

United  Artists  maintains  the  largest  distribution  net- 
work in  the  motion  picture  industry.  Independent  producers 
of  major  stature  know  they  can  maximize  their  revenues 


and  profits  when  they  work  with  United  Artists. 

Recent  releases  cover  a  broad  spectrum  of  first  cla: 
entertainment:  Woody  Allen's  Manhattan;  Rocky  II,  stan 
Sylvester  Stallone;  Moonraker,  the  latest  James  Bond 
thriller,  starring  Roger  Moore;  Apocalypse  Now,  produce 
and  directed  by  Francis  Coppola;  La  Cage  aux Folks,  wh 
looks  like  it  could  become  the  biggest  grossing  foreign 
language  film  ever  released  by  United  Artists. 

Attesting  to  the  excellence  of  United  Artists'  distril 
tion  system,  both  MGM  and  Lorimar  Productions  have 


■Ip  United  Artists 
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1  v  >sen  United  Artists  for  domestic  distribution  of  their 
feases. 

Rental  of  feature  films  for  television  use  represents 
rowing  source  of  revenue.  So  does  music  publishing, 
jough  United  Artists  Music,  one  of  the  nation's  largest 
sic  publishing  houses. 

This  year,  United  Artists  is  leading  the  industry  in 
rldvvide  theatrical  revenues,  as  it  has  for  four  of  the  past 
en  years.  Return  on  equity  in  1978  was  25.2%,  an  out- 
nding  achievement. 
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•ansamerica  Insurance 

Led  by  Transamerica  Insurance  Company,  our  prop- 
i.  y/casualty  companies  serve  individual  and  commercial 
icyholders  throughout  North  America.  Other  companies 
he  group  include  Wolverine,  Riverside  and  Premier 
urance  companies,  plus  the  Canadian  Surety  Company. 

Transamerica  Insurance,  working  closely  with  more 
in  7,500  independent  agents,  stresses  prompt  and 
icient  service  to  its  policyholders. 


Our  insurance  companies  offer  a  broad  range  of  prop- 
y  and  liability  coverage,  sensibly  priced.  Fire  insurance, 
neowners'  protection,  automobile  insurance,  workers' 
npensation,  fidelity  and  surety  bonds,  inland  marine. 
Transamerica  Insurance  is  exceptionally  strong  in 
lmercial  packages.  Its  newTransplan  II  program,  for 
pie,  offers  excellent  low-cost  protection  for  smaller 
rcantile  establishments,  apartments  and  office  buildings. 
Earnings  for  Transamerica  Insurance  in  the  first  three 
ers  of  1979  were  a  record  $39  million,  up  16%  over 
same  period  in  1978.  In  1978,  return  on  equity  reached 
w  high  of  22.3%.  Gross  premiums  written  were  a 
ord  $693  million;  this  25%  increase  over  1977  was  sub- 
tially  better  than  the  industry  average. 


The  total  Transamerica  picture 

Thanks  to  the  outstanding  perform- 
ance of  the  individual  companies  that 
make  up  Transamerica,  our  earnings  are 
at  record  levels.  And,  with  an  after-tax 
return  on  equity  of  more  than  19%  in  1978, 
Transamerica  is  among  the  leading  U.S. 
companies  in  terms  of  return  on  share- 
holders' investment. 

Along  with  profits  come  dividends. 
Shareholders  who  have  maintained  their 
investments  in  Transamerica  have  Emmii 
enjoyed  dividend  increases  in  each  <  if  the  jumsm 
past  18  years.  Our  current  rate  is  $1 . 12  "!""!!! 
per  share;  for  the  past  five  years,  the  »•»»"''" 
compounded  annual  increase  in  our  divi-  ■hihVhhh 
dend  rate  is  just  under  14%.  &mmmii 

These  earnings  reflect  our  corporate  gjj'JJJJJJJJJ 
goals:  industry  leadership  in  operating  fiuimimm 
efficiency  and  ROE;  industry  leadership  |m««"«"»« 

.  J  '  J  '  imimmmii 

in  serving  our  customers.  |imimmini 

First  Rate  Service  at  a  Fair  Price*  w«P"WTO»« 
That's  our  business  philosophy.  And  k"mmmmu 

it  works.  fiiHiHiiiiiiiiii 

For  a  copy  of  our  current  financial  |III!""IhJ""u 

reports,  please  write:  L  mmi 

Transamerica  Corporation  {■minium  

Corporate  Relations  Department  fallm""!!!!!!'"! 

P.O.  Box  7648  Limimiiuniim 

San  Francisco,  CA  94120  |==m 

fiiimmmimimii 

TT  jiitiiiimiiiiiiutmi 
Transamerica  lz™:::::::::"!:z 
iiimmmmiiiiiuiH 
liiiiaiimiiiiiiiiiiim 
[iiimiimiimimuiii 
Jiimiiimmiiimimii 
jiiimimiimutmiiiii 
iimimiiiimmmiiim 
[Kiiiiiimmmimiiiiii 

First  Rate  Service  at  a  Fair  Price  is  a  registered  jiitiiiifitiimimilllllHI 
trademark  of  Transamerica  Corporation.  'iiiiiiiinUHiinilMliura 
 jiiiiiiHiiiiHimuiiimiiii 


lasting  of  copper  wire  at  Newmont's  Magma  operation  in  Arizona  (left)  and  haulers  inside  the  open  pit  mine  at  its  Nevada  gold  mine 
This  year  Newmont  will  earn  more  from  gold  than  from  all  its  operations  last  year;  but  the  real  bonanza  is  copper. 


ittle  less  copper — 201,000  short  tons — 
:han  in  the  first  half  of  1978.  However, 
lverage  copper  prices  went  from  62  cents 
:o  92  cents  per  pound.  Every  penny  of 
ncrease  adds  approximately  13  to  15 
:ents  to  Newmont's  per-share  results.  It 
vould  have  taken  a  $500-per-ounce  in- 
;rease  in  the  price  of  gold  to  do  as  much 
or  Newmont's  earnings  as  this  year's  50- 
;ent  increase  in  the  price  of  copper  did. 

Aided  by  gold  but  chiefly  propelled  by 
:opper,  Newmont's  earnings  soared  from 
I  cents  a  share  in  the  first  half  of  1978  to 
J2.80  in  the  first  half  of  this  year.  If 
:opper  prices  hold  near  90  cents,  New- 
nont  may  earn  around  $6  for  fiscal  1979 
s.  $1.28  for  1978.  While  the  recession 
night  temporarily  hurt  copper  prices  for 
iscal  1980,  the  longer-term  prospects  are 
)  right. 

Newmont's  stock  sells  at  just  over  four 
imes  probable  1979  earnings.  The  Street 
s  not  yet  convinced  that  the  long 
Irought  is  over  for  the  red  metal.  After 
leaking  at  $4.55  a  share  in  1974,  New- 
nont's  earnings — along  with  those  of 
he  rest  of  the  industry — went  into  a 
ailspin,  all  the  way  down  to  12  cents  in 
977.  (Besides  copper's  decline  in  1977 
ts  Granduc  mine  was  closed,  producing 
i  pretax  writedown  of  $22.3  million,  and 
ts  Peabody  Coal  operation  suffered  a 
trike,  costing  $15  million.)  It  has  been 
:opper's  worst  depression  since  the  Thir- 
ies  because  foreign  sources  like  Zaire, 
Gambia,  Peru  and  Chile  kept  producing 
:opper  even  when  demand  dropped,  fur- 
rier depressing  prices. 

Copper  sold  at  $1.55  in  1974;  between 
975  and  1978  it  went  as  low  as  50  cents 
>n  the  London  Metal  Exchange.  Costs, 
neanwhile,  continued  to  rise,  and  there 
vere  months  when  it  was  costing  U.S. 
•roducers  more  to  dig  and  refine  the 
netal  than  they  could  sell  it  for.  Declin- 
ng  prices  and  rising  costs  are  a  danger- 
»us  combination  for  any  industry.  Why 
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didn't  the  African  and  Latin  American 
producers  hold  supply  back?  They 
couldn't  afford  to.  With  OPEC  gouging 
them  on  oil,  these  countries  had  to  get 
foreign  exchange  any  way  they  could. 

"That  cycle  is  turning,"  says  Donald 
Mitchell,  whose  Massachusetts-based 
Mitchell  &  Co.  has  been  examining  the 
U.S.  metals  industry  for  possible  acquisi- 
tions. He  adds,  "Surplus  is  giving  way  to 
a  very  favorable  supply-demand  condi- 
tion." Mitchell  believes  that  only  after 
inventories  decline  and  prices  hit  $1.25 
will  substantial  investments  in  large- 
scale  additional  capacity  be  justified. 
Even  if  prices  reach  that  level  by  198 1,  it 
will  take  a  half  decade  to  bring  new  fa- 
cilities on  stream.  In  the  meantime  an- 
nual copper  consumption  is  growing  at 
about  3% — while  supplies  are  increasing 
at  1.8%.  But  that's  not  the  only  reason 
Mitchell  likes  Newmont.  He  thinks  that 
a  similar  situation  exists  in  many  of  the 
other  minerals  and  metals  the  company 
has  a  stake  in:  silver,  lead,  uranium,  mo- 
lybdenum, oil,  gas  and  cobalt.  Then  he 
points  to  Newmont's  large  stock  portfo- 
lio— a  holdover  from  the  days  when  it 
was  more  a  holding  company  than  an 
operating  company.  Newmont  holds 
stocks  like  Continental  Oil  and  St.  Joe 
Minerals.  In  fact,  Newmont  carries  the 
portfolio  at  $42.8  million — $1.70  per 
Newmont  share — but  its  current  market 
value  is  equal  to  $10  per  share. 

That  portfolio  traces  back  to  William 
B.  Thompson,  the  cigar-puffing  specula- 
tor who  founded  Newmont  in  1921. 
Thompson's  formula  was  to  form  devel- 
opment companies,  sell  part  of  their 
stock  and  retain  the  rest  to  build  an 
income-producing  portfolio  to  finance 
further  mines.  Later  the  company  turned 
to  managing  some  of  its  own  oper- 
ations— exploration,  production,  metal- 
lurgy and  engineering.  Under  Maloze- 
moff  in  the  Fifties  and  Sixties,  its  explo- 


ration flourished.  To  most  peopl 
prospecting  and  developing  for  minera 
sounds  terribly  speculative.  But  Malo2 
moff,  whose  mind  deals  with  financi) 
figures  as  nimbly  as  engineering  pro 
lems,  doesn't  look  at  it  that  way.  "The 
is  a  certain  amount  of  good  fortune  ii 
volved  in  mining  but  it  isn't  necessary  j 
gamble  if  you  evaluate  every  step  in  tr 
development  of  the  mine,"  he  says. 

But  there  is  an  additional  risk  todai 
"Exploration  is  our  hfeblood,"  he  say) 
"We'd  cease  to  exist  without  it.  Howe 
er,  political  considerations  and  goverji 
ment  regulation  make  mining  a  mud 
harder  proposition  than  it  has  evi 
been."  This  by  way  of  explaining  thJ 
Newmont  took  in  partners  in  what  ma 
be  its  biggest  single  deal.  In  1977  I 
helped  put  together  a  consortium  of  con) 
panies  to  buy  Peabody  Coal  when  Kenm 
cott  was  forced  by  the  government  I 
divest  it.  Saddled  with  unprofitable,  Ion] 
term  fixed-price  contracts  and  wracke 
by  strikes,  Peabody  stayed  in  the  red  as) 
was  under  Kennecott  management;  las 
year  Newmont's  27.5%  share  of  a 
losses  came  to  $15  million,  60  cents 
Newmont  share.  This  year  Peabody  niq 
break  even. 

Malozemoff  has  no  doubts,  howevel 
that  the  world  is  moving  Peabody's  wa]| 
Coal-  is  critical  in  alleviating  the  U.S 
energy  mess;  and  Peabody  has  more  coi 
than  anyone  else — on  the  books  in  eii 
cess  of  10  billion  tons  of  it  in  the  grounc 
Coal  will  take  years  to  live  up  to  it 
promise,  won't  it:  Probably,  but  wit 
copper  headed  back  to  $1.25  a  pounc 
who's  going  to  be  worrying?  Plus  there' 
gold— what  better  place  than  in  the  Ui 
and  in  Australia? 

Yes,  Plato  Malozemoff  is  a  survivor 
Compared  with  those  years  in  Siberia 
the  two  World  Wars  and  the  Great  De 
pression,  the  recent  depression  in  coppe 
is  no  more  than  a  passing  squall.  ■ 
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early  70%  of  everything  we  make  begins  as  trees.  Over 
4  million  acres.  We  also  take  the  frees  we  harvest  farther 
an  commodity  forest  products  companies. 

Into  consumer  goods,  for  example. 'Playing  cards 
ce  Bicycle*  Congress"  and  Tally-Ho."  Diamond" 
atches.  Cotton  swabs.  Vanity  Fair"  paper  towels,  '/pp? 
ssues,  napkins.  Paper  plates.  Finished  lumber.  yc^; 


What  else  is  different  about  Diamond?  In  the  last  six 
years  we've  nearly  doubled  our  sales — to  over  $1  billion. 
We  now  operate  over  100  building  supply  home  centers. 

We've  paid  stockholder  dividends  for  98  years  in  a 
-^s*.  row;  And  our  dividend  yield  for  the  last  5  years  was 

tne  highest  among  all  forest  products  companies. 
;h£>y     Write  for  our  quarterly  and  annual  reports. 


DIAMOND 

INTERNATIONAL 

733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  -  Building  Materials  &  Home  Supplies  •  Machinery  Systems 
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WHAT  F0UI 
BEST  DESCRIB 


Some  of  the  words  people  use  to  de- 
scribe their  new  cars  these  days  aren't  fit  to 
print.  Much  less  display  on  their  bumpers. 


But  in  a  time  when  people  are  rrl  afe 
than  mildly  disappointed  in  the  quail  | 
new  cars,  Volvo  is  one  car  that's  still  v 


"  — - —  '  • 

(TE  MY  VOLVO 


ETTER  WORD 


plearet 


Ide.  Which  is  one  reason  it's  so  welHoved 


LU(1j  In  fact,  statistics  show  that  9  out  of  10 
iat-SSl|  ople  who  buy  new  Volvos  are  happy. 


So  why  buy  a  car  people  swear  at? 
When  you  can  buy  a  car  volvo 

people  SWear  by.  A  car  you  can  believe  in. 


,  ■ 


It  was  the  time  of  "War  and  Peace 
"The  Nutcracker  Suite!'  Of  Tolsto 
and  Dostoevsky. 

Yet  in  this  age  when  legends  livd 
the  Czar  stood  like  a  giant  among 
men.  He  could  bend  an  iron  baron 
bare  knee.  Crush  a  silver  ruble  witf 
his  fist.  He  had  a  thirst  for  life  like  r 
other  man  alive. 

And  his  drink  was  the  toast  of 
St.  Petersburg.  Genuine  Vodka. 

Life  has  changed  since  the  days 
the  Czar.  Yet  Wolfschmidt  Genuine 
Vodka  is  still  made  here  to  the  sarr 
supreme  standards  which  elevatec 
it  to  special  appointment  to  his 
Majesty  the  Czar  and  the  Imperial  1 
Romanov  Court. 

Wolfschmidt  Genuine  Vodka.  Thl 
spirit  of  the  Czar  lives  on. 


%ere's  a  bustling — and  hustling — new  busi- 
\ss  out  there  undoubtedly  headed  your  way. 
ut  take  its  claims  with  a  dash  of  salt. 


The  financial 
plan  game 


By  Jean  A.  Briggs 


^  here  was  IBM,  telling  people  how 
its  small  computer  systems  could 
i  help.  T.  Rowe  Price  Associates 
there,  talking  ahout  the  role  of 
vth  funds.  Templeton  Funds  showed 
awup  of  a  laudatory  Forbes  cover  on 
ioss.  Northwestern  National  Life  was 
e — of  course. 

ben  there  were  less  conventional 
:s:  Jackie  Fine  Arts,  for  example, 
ling  tax  shelters  and  La  Jolla  Dia- 
ld.  Upstairs  in  hospitality  suites, 
speople  of  varying  degrees  of  respect- 
ty  made  their  presence  and  their 
ucts  known:  American  Guaranty  & 
t,  Liberty  House  Rare  Coins,  The 
Id  Group  &  Affiliates.  Around  2  a.m. 

a.m.,  when  most  of  the  attendees 
e  fast  asleep,  the  real  fringe  ap- 
ed— slipping  under  doors  brochures 
i  such  suggestive  titles  as  Gold  for 
Dollars. 

was  early  October  and  the  Annual 
vention  &  Exposition  (and  tenth 
day  party)  of  the  International  Asso- 
ion  of  Financial  Planners  was  under 
Some  2,500  people  attended  the 
Inesday-through-Saturday-night  af- 
at  Chicago's  Hyatt  Regency  O'Hare. 
hundred  fourteen  outfits — including 
t  promoting  diamonds  as  invest- 
iits — paid  $1,000  each  for  a  booth 
e  rented  two)  in  the  hotel's  exposi- 
hall.  Another  17  played  the  host  in 
vitality  suites,  where  rules  about  ac- 
ly  selling  (forbidden  at  the  booths) 
e  a  bit  less  strict, 
ere    were    educational  sessions, 
re  IAFP  members  swapped  knowl- 
about  the  tools  of  their  trade — 
w  to  Design  a  Client  Cash  Flow 
agement  System,"  for  example,  giv- 
y  Roger  Walker  of  Shorey  Hunting- 
Corp.;  and  there  were  general  ses- 
s,  addressed  by  the  likes  of  Morgan 
[icfield,  a  gloom-and-doom  economic 
losopher,  and  by  Ralph  Nader,  who 
|  his  audience  that  they  must  decide 
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which  side  they're  really  on — their  con- 
sumer clients  or  the  financial  institu- 
tions they  hook  them  up  with. 

But  the  real  action  was  in  the  booth- 
lined  exposition  hall.  The  attendees, 
many  of  them  thirtyish,  men  and  wom- 
en alike  wearing  plenty  of  hair,  big  glass- 
es and  three-piece  suits,  greeted  one  an- 
other, swapped  stories,  asked  questions, 
bought  cassettes,  collected  literature  and 
looked  over  the  "financial  products." 

The  IAFP  is  the  trade  association  of  a 
burgeoning  new  business,  financial  plan- 
ning for  individuals.  Banks  are  in  it,  as 
are  insurance  companies,  brokerage 
houses,  lawyers  and  accountants.  Then 
there  are  the  so-called  independents — 
who  might  once  have  been  stockbrokers 
or  mutual-fund  salesmen  but  who  now 
call  themselves  financial  planners.  They 
might  even  have  earned  the  designation 
CFP  (Certified  Financial  Planner)  by  tak- 
ing a  correspondence  course  from  the 
College  for  Financial  Planning  in  Denver 
and  passing  a  series  of  examinations. 
"The  fastest-growing  profession 
around,"  say  the  boosters.  Whether  it's  a 
profession  or  not,  it  is  fast-growing.  The 
IAFP  has  been  enrolling  about  100  new 
members  (net)  per  month. 

SRI  International,  the  Menlo  Park, 
Calif,  research  outfit,  has  been  studying 
"financial  planning."  There's  a  whop- 
ping market  out  there,  SRI  said,  a  market 
so  big  in  fact  that  it  will  most  likely  be 
limited  by  supply.  What  SRI  sees  is  a 
potential  of  over  10  million  households. 

Where  does  SRI  get  its  big  numbers? 
Rich  people,  especially  second-  and 
third-generation  rich,  have  long  used  fi- 
nancial planning.  So  have  very  high  in- 
come professionals — entertainers  and 
the  like — who  gush  money  but  lack  the 
time  or  talent  or  both  to  manage  it.  What 
is  new,  and  what  is  causing  the  market 
to  explode,  is  financial  planning  as  a  mid- 
dle class  phenomenon.  Taxes  have  a  lot 
to  do  with  it  in  a  society  where  a  truck 
driver  can  earn  $.40,000  and  where  a 
young  working  couple  can  easily  gross 


$50,000  or  $60,000  a  year.  They  wonder 
whether  they  are  really  minimizing  their 
taxes  or  planning  properly  for  retire- 
ment. Why  do  they  earn  so  much,  yet 
keep  so  little?  Prospects,  all  of  them,  for 
the  new  breed  of  financial  planners. 

While  some  people  are  reacting  to  in- 
flation and  high  taxes  by  spending  them- 
selves into  oblivion  (consumer  debt  had 
reached  an  estimated  $1.2  trillion 
through  September),  others  have  taken  a 
different  approach.  They  want  to  beat 
inflation  and  taxes  and  have  more  than  a 
houseful  of  consumer  goods  left.  They're 
willing  to  pay  for  help  from  someone 
they  think  has  more  knowledge  than 
they  do. 

Where  there's  demand,  there  is  supply. 
On  the  supply  side,  explains  Rich  White, 
who  is  editor  of  The  Financial  Planner, 
the  IAFP's  magazine,  and  has  just  writ- 
ten a  history  of  the  so-called  movement, 
"The  whole  thing  started  with  insurance 
agents  and  mutual-fund  salesmen,  many 
of  whom  were  already  dually  licensed." 

Some  of  these  salesmen  wanted  more 
products  to  sell — some  just  wanted  to  sell 
more  products.  Others  no  doubt  genuine- 
ly got  the  planning  bug — an  itch  to  sit 
down  and  get  everybody  organized.  No 
matter  how  cynically  salesmen  are  por- 
trayed, the  best  do  believe  in  what 
they're  selling,  and  it's  fair  to  assume 
that  a  few  of  these  early  planners  had  a 
genuine  desire  to  do  something  for  their 
obviously  confused  clients — notjust  get  a 
hand  in  their  pockets. 

Unless  you  are  loaded  with  income  or 
capital,  most  financial  planning  is  a  mat- 
ter of  common  sense.  Thinking  there  are 
magicians  who  can  maximize  your  in- 
come, multiply  your  capital  or  minimize 
your  taxes  is  comforting  but  dangerous. 
You  may  think  you're  getting  financial 
planning  when  you're  really  getting  more 
life  insurance  or  mutual  funds  than  you 
want,  or  not-very-good  tax  shelters.  In 
short,  be  skeptical. 

Sometimes  it  pays  to  be  suspicious  as 
well.  The  financial  industry  has  always 
had  its  share  of  bad  actors,  who  know- 
ingly commit  fraud  as  well  as  those  who 
just  cut  corners.  Remember  S-J  Mineral, 
Home-Stake  Production,  Equity  Fund- 
ing? Brokers  who  churn  accounts  and 
insurance  agents  who  oversell  unsophis- 
ticated customers?  There's  no  reason  to 
believe  the  financial  planning  industry 
will  be  any  less  likely  to  attract  such 
unsavory  types. 

In  fact  it  may  well  be  more  susceptible. 
There's  no  clear  definition  of  what  a 
financial  planner  is  and  no  universally 
agreed-upon  standards.  Many  who  have 
taken  the  title  are  working  to  impose 
standards  and.  a  code  of  ethics.  But  they 
have  a  long  way  to  go. 

Financial  planners  are  not  regulated  in 
a  coherent  fashion.  Those  who  are  regis- 
tered investment  advisers  are,  of  course, 
under  the  eye  of  the  Securities  &  Ex- 
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change  Commission.  Robert  M.  Ku- 
rucza,  who  heads  the  SEC  office  in- 
volved, says  the  agency  is  increasing  its 
watchfulness  because  of  the  tremendous 
increase  in  the  number  of  RIAs.  Some 
financial  planners  are  also  subject  to 
state  securities  commissions  and  state 
insurance  commissions — but  not  as  fi- 
nancial planners.  Basically,  if  you  call 
yourself  a  financial  planner  you  are  a 
financial  planner. 

The  biggest  problem  for 
the  customer  is  that  most 
planners  have  real  or  po- 
tential conflicts  of  inter- 
est. Most  of  them  make 
the  bulk  of  their  money 
implementing  the  plans 
they  draw  up — commis- 
sions for  selling  insurance, 
stocks  and  bonds,  tax 
shelters.  The  fee  for  the 
plan  itself  is  a  small  part  of 
what  they  expect  to  make 
on  a  client. 

Most  argue  that  because 
they  sell  everything,  they 
can  indeed  be  objective 
about  what  they  plan  for 
you.  But  there's  good  rea- 
son to  be  skeptical.  As 
Gary  Pittsford  of  Anderson,  Ind.,  one  of 
the  handful  who  charge  fees  only,  puts  it, 
"It  would  be  hard  to  be  objective,  espe- 
cially if  cash  flow  isn't  good  and  you 
make  a  lot  more  money  on  one  product 
than  another."  (Do  doctors  recommend 
operations  only  when  they  are  absolutely 
necessary?  Lawyers,  lawsuits?  Dentists, 
teeth-straightening? ) 

"Merrill  Lynch  anticipated  the  credi- 
bility gap  that  mixing  planning  with 
commission  sales  would  involve,  and 
was  careful  to  isolate  its  planning  group," 
according  to  Peter  Zimmerman,  who 
heads  it  and  formerly  headed  Merrill 
Lynch's  corporate  planning  department. 
The  new  outfit,  called  the  Personal  Cap- 
ital Planning  Group,  is  a  separate  subsid- 
iary of  Merrill  Lynch,  Zimmerman  ex- 
plains. It  is  also  a  profit  center.  Still,  as 
one  observer  points  out,  "Clients,  for  the 
most  part,  come  in  through  Merrill 
Lynch  account  executives.  Most  likely 
they  will  go  back  to  them  to  have  their 
plans  implemented."  With  due  respect  to 
Merrill  Lynch,  which  is  a  fine,  upstand- 
ing organization,  an  account  executive 
makes  his  living  from  selling  securities. 

Then  there's  the  question  of  how 
much  personal  financial  planning  can 
really  do  for  you  that  you  couldn't  do  for 
yourself.  And  at  v  hat  price. 

Granted,  the  world  is  complicated. 
Tax  laws  get  revised  regularly;  your  ac- 
countant may  say  one  thi  ng,  your  lawyer 
something  else.  Your .  insurance  agent 
and  stockbroker  may  be  in  utter  dis- 
agreement. But  is  it  realiy  true  that 
you're  too  busy  with  youi  career  and 
family  to  plan  for  yourself?  It  might  pay 


not  to  buy  that  argument  too  swiftly.  It 
is,  after  all,  a  sales  pitch. 

Before  you  bite,  it  might  pay  you  to 
invest  $2.50  in  the  paperback  edition  of 
Andrew  Tobias'  readable  but  sophisti- 
cated book,  Tlx  Only  Investment  Guide 
You'll  Ever  Need .  It's  full  of  pointers  and  is 
entertaining  besides.  So  is  Richard  Pha- 
lon's  new  book,  Your  Money:  How  To 
Make  It  Work  Harder  Than  You  Do  (St. 


Planners  in  Chicago  last  month 
As  they  headed  for  the  exposition  hall 
they  got  a  warning  (below). 
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Martin's  Press,  hardcover,  $8.95). 

Okay,  you've  thought  it  over  and  decid- 
ed you  do  want  to  buy  some  financial 
planning.  How  much  will  it  cost?  Some 
planners  charge  a  flat  fee,  others  a  per- 
centage of  your  net  worth  and  still  others 
work  essentially  by  the  hour.  Merrill 
Lynch  estimates  how  much  time  your 
problems  will  consume  in  an  initial  45- 
minute  interview  and  then  gives  you  a 
firm  contract  price.  The  minimum 
charge  is  $600  and  Zimmerman  had  col- 
lected a  check  for  $15,000  the  day  we  saw 


him.  Gary  Pittsford  charges  about  $8C 
hour,  although  he  plans  to  raise  that  so 
Dean  Witter  Reynolds  charges  $5,00 
more  plus  1%  of  the  client's  assets, 
ductible,  of  course.  In  some  cases  10 
in  others  up  to  75%  of  the  cost  of  finan 
planning  is  treated  by  the  Internal  F 
enue  Service  as  an  expense  and  thus 
ductible  from  taxable  income. 

One  of  the  hottest  things  in  finani 
planning  is  the  corpo: 
fringe    benefit  mar 
This  can  involve  persv 
ing     personnel  dep 
ments  to  offer  finan 
planning  as  a  fringe  be 
fit.  One  company  in  t 
end  of  the  business  say 
charges  upfront  betw 
$5,000  and  $10,000 
corporation;    an  avel 
$5,000  per  executive 
first  year;  then  a  sen 
fee  of  about  $2,000 
year  thereafter.  In  theo 
this  is  a  taxable  fringe 
the    executive — the 
counts  it  as  taxable 
come.  However,  it's 
really  so  because  wl 
counting  it  as  income 
executive  also  gets  to  deduct  the  bull) 
it  as  an  expense. 

The  corporate  market  is  a  lush  marl 
Since  the  executives  aren't  paying 
bill  themselves,  they  aren't  likely  to 
gue  over  the  price  of  it;  and  instead 
selling  each  customer  separately,  a  fin| 
cial  planner  can  net  a  dozen  or  more  go 
accounts  in  one  sales  effort. 

How  good  is  financial  planning?  T 
depends.  Even  though  people  could  d 
good  deal  for  themselves,  frequently  tl 
don't.  They  procrastinate.  If  somebc 
gets  you  over  that  hump,  the  $600 
$15,000  might  be  worth  it  even  thot 
you  might  be  able  to  do  it  yourself  for 
price  of  a  $2.50  or  $8.95  book. 

Like  most  salesmen,  the  financ 
planners  sell  confidence.  As  Peter  Zi 
merman  points  out,  "Even  if  we  tell  i 
fellow  he's  doing  everything  right  [c 
you  imagine?]  he's  happy.  He's  had  c< 
firmation."  Then,  the  clincher.  S; 
Zimmerman,  "His  wife,  for  the  fi 
time,  really  knows  her  husband  has  dc 
well."  Zimmerman  says  it  is  quite  co 
mon  for  a  husband  to  have  spent  his  1 
telling  his  wife,  "Don't  worry  your  pre 
little  head  about  it"  whenever  she  rai! 
a  financial  question.  The  result?  T 
wife  worried,  often  unnecessarily.  Fin; 
cial  planning  gives  her  a  chance  to  kn 
how  well  her  husband  has  done  and  hi 
much  the  family  has.  "It  gives  her  pes 
of  mind,"  says  Zimmerman.  Kind  of  li 
the  annual  physical  checkup  when  t 
doctor  tells  you:  "You're  in  great  sha] 
You  could  live  to  be  100."  You  may  ki 
over  the  next  day,  but  in  the  meantit 
you'll  feel  better.  ■ 
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What  makes  Bridgeport 
Textron's  kind  of  company? 


s  her  p- 


i  when 


DIVIDENDS  PAID 

(Per  common  share) 


$1  60 


•  A  worldwide  reputation  in  metalworking  industries  built  over  40  years  by  the  world's  most 
successful  vertical  milling  machine -the  Bridgeport  Series  I  Miller. 

•  Aggressive  new  product  development,  incorporating  the  efficiencies  of  electronic  auto- 
mation. For  example,  low  cost  computerized  numerical  control  on  some  Bridgeport  Millers 
cuts  production  time  by  as  much  as  70  percent. 

•  A  new  combination  with  Adcock-Shipley  of  the  U.K.,  whose  compatible  products  and  mar- 
kets create  new  opportunities  for  effective  global  sales  and  service. 

These  strengths  make  Bridgeport  Machines  Textron's 
kind  of  company.  Together  with  the  basic  advantages  that 
Textron  Divisions  enjoy:  manageable  size. . .  recognized 
market  positions. . .  sound  technology. . .  experienced  man- 
agement..  .  solid  growth  records. 

We'd  want  to  invest  in  these  companies,  if  we  didn't  al- 
ready own  them.  Because  their  continuing  performance 
fuels  our  growth.  It  has  enabled  us  to  increase  our  divi- 
dends by  63  percent  in  the  last  six  years. 

For  more  information,  write  Textron  Inc.,  Providence, 
Rhode  Island  02903. 

1973  74  7  5  7  6  77  78 
*The  annual  dividend  rate  was  increased  to 
$1  80  effective  with  the  dividend  declared  in 
December  1978,  payable  April  1, 1979. 


Ideas  well  managed. 


Chicago's  Bliss  &  Laugh/in  has  a  couple  of  big, 
new  stockholders.  The  company's  president 
isn't  flattered.  Would  you  be? 


Unwelcome 
attention 


In  a  sick  stock  market,  Chicago's 
Bliss  &  Laughlin  Industries  has  been 
selling  around  19,  not  too  far  from  its 
alltime  high.  Its  stock  also  sells  for  a  nice 
premium  over  book  value — a  rarity  today 
for  an  unglamorous  company  that  makes 
rolled  steel  bars  and  other  industrial 
products.  How  come? 

"We've  given  that  some  thought,  too," 
replies  Evan  T.  Collinsworth  Jr.,  the  low- 
key,  soft-spoken  president  and  CEO  of 
this  $300  million-a-year  outfit.  "Appar- 
ently some  investors  have  looked  at  our 
figures  and  liked  what  they  saw." 

He  means  that  BLI  is  a  takeover  target, 
[t  has,  in  fact,  already  turned  down  a  $27- 
i-share  offer — 50%  over  the  current  mar- 
ket— from  an  investment  group  that 
wanted  to  take  the  company  private.  But 
that  hasn't  stopped  the  takeover  boys. 
Buffalo,  N.Y.-based  Solar  Sportsystems 
Inc.,  which  already  owns  5.5%  (317,300 
shares)  of  BLI's  outstanding  total,  says  it 
alans  to  continue  buying  BLI  shares. 

Collinsworth  is  less  than  happy  with 
ill  this  attention.  With  good  reason. 
E-Iow  would  you  feel  if  you  looked  at  your 
stockholder  roster  one  day  and  found 
that  two  controversial — to  put  it  mild- 
ly— characters  had  turned  up  as  major 
swners  of  your  company's  stock?  First,  it 
was  Victor  Posner  (Forbes,  Oct.  29),  the 
Did  slumlord-turned-takeover-artist,  who 
low  controls  7%  of  BLI  shares  through 
lis  Pennsylvania  Engineering  Corp.  And 
low  there's  Sportsystems,  a  new  name 
:or  notorious  Emprise  Corp.,  the  often 
investigated  and  once  convicted  operator 
Df  sports  stadium  concessions  and  race- 
track pari-mutucls  that  owns,  on  the 
side,  the  Boston  Garden  and  the  Boston 
Bruins  hockey  team.  Why  did  it  change 
its  name?  The  old  name  wasn't  very  sa- 
/ory.  As  he  lay  bleedinc  alongside  his  car 
:rom  an  ultimately  fatai  >mb  blast,  Ari- 
zona Republic  investigative  reporter  Don 
Bolles  whispered  the  word  Tiriprise."  It 
ivas  not  the  first  time  Emp  was  men- 
ioned  in  connection  with  organized 
:rime.  It  was  convicted  in  1     >  tor  con- 


Bliss  &  Laughlin  CEO  Evan  Collinsworth  Jr. 
An  alternative  to  the  frying  pan? 

spiring  with  racketeers  to  conceal  the 
true  ownership  of  Las  Vegas'  Frontier 
Hotel  and  Casino. 

BLI's  Collinsworth  professes  lack  of 
worry  over  Posner,  who  has  told  him 
that  he  is  just  an  investor  in  this  case. 
Sportsystems,  however,  is  something 
else  again.  Shortly  after  Jeremy  M.  Ja- 
cobs, Sportsystems'  boss,  had  reported 
his  investment  in  BLI  to  the  Securities  & 
Exchange  Commission,  he  telephoned 
Collinsworth  with  an  offer  to  buy  BLI's 
$93  million  steel  operation.  Why  is  Ja- 
cobs interested  in  going  into  the  steel 
business?  He's  already  in  it.  In  1972  BLI 
shut  its  Buffalo  plant  when  local  workers 
refused  to  accept  the  company's  national 
settlement  with  United  Steelworkers. 
Sportsystems  bought  the  plant  and  re- 
opened it. 

However,  Jacobs  may  be  after  more 
than  simply  expanding  a  small  sideline 
business.  He  must  be  aware  that  BLI  has 
the  latest  cold-finish  steel  technology, 
thanks  to  a  nice  little  deal  with  Kyodo 
Shaft  Co.,  a  Japanese  steelmaker.  About 
three  years  ago,  BLI  went  to  Japan  shop- 
ping for  some  new  technology.  Rather 
than  simply  sell  BLI  a  license  to  use  its 
technology,  Kyodo  Shaft  proposed  that  it 
build  a  plant  in  the  U.S.  to  be  run  by  BLI, 
who  would  also  market  its  output,  with 
profits  split  50-50. 


"That  has  materialized  in  spade 
says  Collinsworth.  "But  we  are  not  ea 
ing  as  much  as  we  expected  because 
price-cutting  in  the  industry."  He  es 
mates  the  venture  is  about  20%  short 
its  profit  targets.  BLI  has  also  convert 
its  wholly  owned  plants  to  the  new  tei 
nology,  and  once  prices  settle  down,  C 
linsworth  says,  the  plants  should  be  v< 
profitable.  For  example,  he  says,  at  BI 
Harvey,  111.  plant  the  new  machinery  p 
duces  1-inch  rolls  of  carbon  steel  at 
feet  per  minute.  In  older  mills,  top  p 
duction  is  3  feet  per  minute — and  t) 
new  machines  require  eight  fewer  rrj 
to  run. 

Quite  clearly,  Collinsworth  would  lj 
to  keep  BLI  independent  to  reap  the  be^ 
fits  of  all  this.  To  this  end  he  has  be 
carrying  on  a  small-scale  acquisition  pi 
gram.  Although  several  recent  deals  { 
through,  he  has  acquired  (in  1978), 
about  $8  million,  Dave  Fischbein  Co.,  1 
largest  maker  of  industrial  sewing  nj 
chines  for  bag  closures.  Earlier  he 
quired  Faultless  Casters,  which  mai 
industrial  casters  and  furniture  hardwi 
for  commercial  and  home  markets. 

"From  the  outside,  it  looks  like) 
hodgepodge,"  Collinsworth  says  of  Bj 
"It's  not  very  glamorous,  but  we  ha 
small,  excellent  companies."  Most 
market  leaders:  for  example,  Fischbi 
Co.,  Goldblatt  Tools,  maker  of  tools 
the  trowel  trade,  and  Jensen  Tools] 
catalog  marketer  of  tools  and  tool  kits 
electronic  technicians. 

At  the  nine-month  mark,  BLI's  ea  H 
ings  were  up  42%  over  a  record  1978,  a 
the  company  will  probably  earn  20%  I 
shareholders'  equity  this  year.  The  coi  H 
pany,  moreover,  is  very  liquid,  wit!  H 
current  ratio  of  3.7-to-l,  which  is  ■  i 
traordinarily  high. 

Adding  all  this  together,  it's  not  H 
hard  to  see  why  BLI  is  a  juicy  takeo1  I 
target.  Collinsworth  maintains  that  ]  I 
stockholders  prefer  that  BLI  remain  I  I 
dependent.  To  keep  it  that  way  he  file!  I 
suit  in  federal  court  against  Jeremy  I 
cobs  and  Sportsystems  to  prevent  tl 
outfit  from  buying  any  more  BLI  sto< 
The  basis  for  his  suit  was  that  Sports 
terns'  ownership  of  BLI's  former  Buff: 
plant  made  Sportsystems  a  competit 
Late  last  month,  however,  the  suit  v 
dismissed  when  Sportsystems  amenc 
its  Schedule  13-D  filed  with  the  SEC 
include,  among  other  things,  mention 
its  prior  conviction  and  that  it  was 
deed  a  BLI  competitor. 

Although  Sportsystems  denies  it  I 
takeover  aims,  it  nevertheless  plans 
increase  its  BLI  holdings.  "We'll  cont 
ue  to  buy  the  stock  when  we  think  i 
price  is  right,"  Sportsystems  Vice  Pre 
dent  Donald  Carmichael  told  Forb) 
"It's  a  pure  and  simple  investment." 

Of  course,  Collinsworth  could  alws 
look  for  a  White  Knight.  But  it's  doubt: 
that  Victor  Posner  would  qualify.  ■ 
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How  International  Paper  replaced 
bur  kinds  of  paper  with  one  -  and  helped 
companies  cut  inventory  in  half 


ft^any  of  the  businesses  in 
America  have  stock  rooms  stuffed 
full  of  copier  paper. 

One  reason:  They  still  use  a  dif- 
ferent kind  of  paper  for  each  of 
these  types  of  copying  equip- 
ment: xerographic,  mimeograph, 
offset,  and  spirit  duplicator. 

And  each  paper  comes  in  as 
many  as  6  different  colors,  10  dif- 
ferent sizes,  3  different  weights! 

Headaches  that  can 
hurt  profits 

It's  tough  to  keep  track  of  all 
that  paper. 

You're  apt  to  be  out  of  the  paper 
you  desperately  need.  And  not 
need  one  of  the  kinds  you  have  on 
hand  for  3  months.  That's  money 
gathering  dust. 

Not  only  that,  all  this  paper  can 
take  up  valuable  space  you  could 
be  using  for  more  machines, 
more  offices — or  whatever. 

Pity  the  poor  distributors 

The  people  who  supply  these 
copier  papers  to  businesses  have 
their  problems,  too. 

They've  had  to  stock  about  400 
different  "items"  to  keep  all  their 
customers  happy.  This  could 


Springhill®  Business  Paper  does  the 
work  of  all  four  papers.  Which  means 
you  can  cut  your  inventory  in  half — and 
still  have  a  good  "stock"  on  hand. 


mean  several  problems:  1)  Having 
an  enormous  stock  to  keep  up 
with — about  half  of  it,  "slow  mov- 
ers." 2)  Standing  a  greater  chance 
of  shipping  the  wrong  kind  of 
paper.  3)  Having  to  limit  sales  be- 
cause of  limited  space. 

Springhill®  Business  Paper 
does  it  all 

International  Paper  felt  that  if 
we  could  make  one  paper  work 
for  all  four  processes,  it  would 
simplify  life  for  everyone. 

It  wasn't  easy. 

We  had  to  fine-tune  the  surface 
smoothness,  sizing,  fiber  con- 
tent, pH  (acidity/alkalinity), 
fillers — everything — to  the  nth 
degree  or  it  simply  wouldn't  work. 


It  took  two  years  — but  we  did  it. 

Springhill®  Business  Paper 
runs  beautifully  for  xerography, 
mimeograph,  offset,  and  short- 
run  spirit  duplicator. 

Now,  even  people  who  have  all 
of  these  different  types  of  copying 
equipment  need  to  order  only  one 
kind  of  copier  paper. 

Not  only  that,  they  can  cut 
their  inventory  in  half. 

And  save  money,  besides— by 
ordering  in  quantity. 

Distributors  can  do  the 
same — plus  improve  their  inven- 
tory turnover.  And  give  their  cus- 
tomers better  service. 

This  innovative  solution  by  IP 
to  the  copier  paper  problems  of 
businesses  is  an  example  of  how 
we  help  all  our  customers — from 
printing  and  publishing  to  pack- 
aging, home  building,  health 
care  and  more. 

May  we  help  you?  For  further 
information,  write:  International 
Paper  Company,  220  East  42nd 
Street,  New  York,  NY  10017. 


® 


INTERNATIONAL 
PAPER 
COMPANY 

220  EAST  42ND  STREET  NEW  YORK.  NEW  YORK  10017 


jit's  tough  to  keep  track  of  four  kinds  of  paper  in  all  the 

lors,  sizes,  weights  you  need.  International  Papers  Springhill" 

jpsiness  Paper  simplifies  inventory,  saves  money  besides. 
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Why  choose  a  Diesel  from  a  line  of  ears 
when  you  can  choose  a  Mercedes-Benz  from  a  line  of  Diesels? 

For  1980  Mercedes-Benz  makes  three  different  sedans,  a  station  wagon,  a  coupe, 
three  engines  and  two  transmissions.  And  offers  44  years  of  Diesel  experience. 

® 

Engineered  like  no  other  car  in  the  world 


©  1979  Mercedes-Benz  of  N.A.,  Inc. 


'o  old  Texas  friends  made  a  terrific  deal 
-gether.  It  made  them  both  a  lot  of  money 
\t  it  sure  put  a  crimp  in  their  friendship. 


When  Itexans 
fall  out 


By  James  Flanigan 

^  oy  H u f f i n gto N ,  62,  and  Charles 
W  Honig,  61,  are  a  couple  of  big 

m  names  in  the  Houston  oil  game 
their  friendship  goes  back  to  their 
tj:>ol  days  at  Southern  Methodist  Uni- 
Hiity.  Both  men  went  on  to  graduate 
tjk  at  Harvard,  Huffington  for  a  doc- 
|te  in  geology,  Honig  for  an  M.B.A. 
jjiig  had  once  dated  Huffington's  sis- 
jilt  was  that  kind  of  relationship  be- 
jen  the  rangy,  laconic  Huffington  and 
jmore  gregarious  Honig. 
Huffington  went  on  to  become  one  of 
jory's  most  successful  wildcatters, 
|i  an  enormous  gas  find  in  Indonesia, 
nig  became  chairman  and  president  of 

ska  Interstate,  Inc.,  a  $217  million 
ps)  diversified  energy  company, 
r  ot  surprisingly,  Huffington  turned  to 
laig  when  he  wanted  financing  for  his 

Indonesian  gas  deal  in  1971. 
the  deal  was  a  tremendous  success.  So 

the  old  friends  sitting  in  Houston's 


marble-walled  Petroleum  Club  toasting 
each  other  with  champagne?  If  they 
were,  the  story  would  end  there,  but  they 
are  not.  In  the  past  year  Honig  has 
threatened  Huffington  with  a  fate  worse 
than  death:  He  was  considering  unload- 
ing his  37%  minority  interest  in  Roy  M. 
Huffington,  Inc.  and  making  the  private 
company  public.  Huffington  retaliated  by 
buying  a  9%  interest  in  Alaska  Interstate 
and  threatening  to  take  it  over. 

Since  then  both  men  have,  sensibly, 
backed  away  from  their  extreme  posi- 
tions, Huffington  dismissing  the  maneu- 
vering as  just  a  case  of  "each  side  estab- 
lishing positions  for  themselves." 

It  has  been  eight  years  since  Huffing- 
ton's teams  (Forbes,  Sept.  1,  1977)  first 
found  gas  in  Indonesia.  To  develop  those 
gas  fields  for  the  Indonesian  government 
and  prepare  the  gas  for  liquefaction  and 
shipment  to  Japan  cost  a  shade  over  $400 
million.  Huffington  was  not  a  rich  man 
at  the  time.  Besides,  smart  Texas  oilmen 
do  deals  with  other  people's  money,  not 
their  own.  Huffington  had  a  record  as  a 
successful  driller,  and  he  managed  to 
bring  in  partners  who  would  finance  a 
venture  but  leave  him  to  manage  it.  For 
his  part  he  took  10%  of  the  project  plus 
an  overriding  royalty  that  could  double 
his  share.  To  finance  his  10%  he  turned 
to  Charley  Honig  and  Alaska  Interstate. 
The  latter  put  up  $  1  million  in  equity  and 
$8  million  in  loan  money  in  return  for 
37%  of  Huffington's  company — in  effect, 
for  37%  of  10%  and  the  overriding  royal- 
ty. Alaska  Interstate  became  Huffing- 
ton's only  outside  shareholder. 

Honig  liked  the  deal  so  much  that  he 
later  had  Alaska  Interstate  buy  out  some 
of  Huffington's  other  partners  in  the 
Indonesian  deal.  Huffington  has  just  con- 
verted his  royalty  to  a  direct  interest. 

The  Indonesian  project  is  a  stupendous 
success.  Scheduled  to  deliver  more  than 
3  quadrillion  British  thermal  units  of  liq- 
uefied natural  gas  to  Japan  between  1977 
and  1999,  it  is  clipping  along  toward  a 
maximum  annual  delivery  rate  of  160 


trillion  BTUs,  which  it  will  reach  in 
1982.  Huffington  has  discovered  more 
gas  in  the  East  Kalimantan  area  of  Indo- 
nesia, and  that  country's  government  is 
expected  within  weeks  to  sign  an  agree- 
ment with  the  Japanese  customers  to 
double  the  size  of  the  project.  Japan  start- 
ed out  paying  $1.29  per  million  BTUs  for 
the  gas  and  is  now  paying  $3.77  per  mil- 
lion under  a  formula  that  escalates  with 
the  OPEC  price  of  Indonesian  oil.  The 
project  will  throw  off  revenues  of  more 
than  $550  million  next  year. 

Here's  the  score.  Alaska  Interstate 
owns  almost  16%  of  the  project  directly 
plus  37%  of  Huffington's  interest,  which 
is  17%.  What's  that  worth?  Well,  Alaska 
should  get  $20  million  next  year  from  its 
direct  share.  To  put  that  in  perspective, 
it  is  considerably  more  than  the  whole 
company  has  ever  made.  Its  equity  inter- 
est in  Huffington  could  yield  Alaska  re- 
ported earnings  of  up  to  $7  million  more. 

So  what's  the  problem?  The  crux  of  the 
bitterness  between  the  old  friends  is  that 
Huffington  is  giving  no  cash  flow  what- 
ever to  Alaska  Interstate  from  its  piece  of 
his  share.  He  refuses  to  pay  dividends. 
His  accounting  is  more  conservative 
than  that  of  Alaska  Interstate,  so  the 
equity  in  Huffington  earnings  that  Honig 
can  take  to  the  bank  is  far  less  than  what 
he  reports  on  his  income  statement. 

Huffington  made  an  offer  in  1978  to 
buy  back  the  37%  stake  for  around  $12 
million,  but  Honig  considered  it  deri- 
sory. A  sampling  of  the  potential  market 
for  Huffington  stock,  made  by  Alaska 
Interstate  last  March,  found  investors 
cool  about  buying  into  a  company  whose 
majority  owner  didn't  want  them  and 
would  pay  no  dividend. 

The  matter  is  now  at  impasse.  This 
rankles  Alaska  Interstate,  but  it  is  keep- 
ing calm.  "We  plan  to  retain  the  Huffing- 
ton investment  for  some  time,"  says  Fi- 


Alaska  Interstate  boss  Charles  Honig 


.  .  .  are  not  necessarily  good  partners. 
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nanciaJ  Vice  President  William  A.  Ander 
60#  Jr.  "HutfwjgtCWJ  is  either  going  to  use 
thai  cash  flow  for  some  constructive  pur- 
pose, which  is  beneficial  to  our  invest- 
ment, or  he  wiJJ  pay  dividends." 

Huffington  js  investing  in  some  do- 
mestic dnJJin&  but  mainly  talking  m  the 
MiddJe  i.ast  and  Trinidad  about  new  for- 
eign energy  ventures — havmg  built  a 
reputation  on  the  successful,  on-time  de- 
velopment of  the  Indonesian  project. 

Alaska  Interstate,  whose  revenues  this 
year  wiJJ  pass  $250  million,  has  been 
investing  its  Indonesian  earnings  in  do- 
mestic drilling,  too,  and  has  come  up 
with  a  deposit  in  Louisiana  that  starts 
produ<  uon  next  year.  The  company,  tak- 
ing ns  name  hum  a  gas  distribution  busi- 
ness in  Am  borage,  owns  some  manufac- 
turing subsidiaries— one  losing  money, 
ili<  rest  making  it — and  has  its  best  po- 
leniiai  QUtside  Qi  Indonesia  in  its  75% 
<;wm  islnp  of  Alaska  I'etrocbemical  Co. 

Alaska  lYiiochenucal  bas  tbe  rigbt  to 


buy  90%  of  the  State  of  Alaska's  royalty 
crude  oil  from  the  North  Slope — up  to 
150,000  barrels  a  day — if  it  can  arrange 
the  building  of  a  refinery  and  several 
chemical  plants  to  convert  the  state's 
natural  resource  to  products  that  can  be 
"exported"  to  the  lower  48.  Alaska  Inter- 
state has  recently  brought  in  E.F.  Hutton 
and  Charter  Co.  as  partners  in  the  ven- 
ture, retaining  17.5%  of  the  whole  proi- 
ect.  The  partners  must  set  up  $100  mil- 
lion in  financing  for  the  refinery  in  the 
next  eight  months — in  order  to  start  re- 
ceiving the  1 50,000  barrels  a  day  of  royal- 
ty crude.  They  must  come  up  with  $1.5 
billion  in  the  next  six  years  for  all  the 
parts  of  the  project  in  order  to  fulfill  the 
contract  with  the  state. 

The  partners  will  have  the  crude,  how- 
ever, while  the  refinery  is  being  built  and 
plan  to  sell  it  at  a  profit.  Alaska  Interstate 
hopes  to  cover  its  equity  investment  in 
the  refinery  with  such  profit  plus  invest- 
ment tax  credits.  It  is  not  a  rich  com- 


The  StO<  k  nun  I'd  like  nature,  abhors  a  vacu- 
um The  smart  money  is  moving  in  on  quality 

p(  >i  //( )lii  )$  that  sell  nl  a  discount. 


Open  season  on 
closed-ends? 


I-  i  mi  sun  k  mviiki  i  li  laying  -mv 
thing  thi  n  dayi,  It's  that  aggressive, 
opportunistii  mi  mey  abhors  vacu 
tun  i  pok  .it  the  *  losed  end  Investment 

  Phej      i  been  bumping  along 

i  ..nil, mi  ,U\  /ears  relatively  untrou 
bled  bj  thi  ' '  i  '  i  i  hronii  discounts  below 
portfolio  i  ,  i  v  alues  at  whit  b  their  un 
ilei u  un  shaves  ha\  e  been  selling. 

No  longei  Suddenly(  at  least  tom 
(  BITs  an  tindi  r  sh  g<  i>\  insurgents,  The 

Objeotivi    forcibly  to  close  the  nap  be 

tweeu  asset  and  market  values  by  open 
ending  the  >  in  liquidating  them  ca 
turning  them  into  operating  companies, 
That  would  mean  nice  gains  toi  mves 
tors(.v»v  htbU-  (i 

tether  dosed  end  funds  are  likely  to 
attract  the  same  sort  of  speculative 
lightning.  "Closed  end  funds  otter  a 
great  opportunity  to  make  money,*4  te- 
marks  Keith  Gollust  a  M  yeai  old  toi 
n\ei  vice  president  ot  V\  lite  Weld  &  Co. 

sooner  or  later  the  market  mechanism. 


Ki'itb  Goihisi,  open  ending  ongfnter 

Making  the  mnrket  mechanism  work. 

howevet    inettuient     has    to  work." 

No  one  can  speak  w  ith  mote  authority 
on  the  quick  ptottt  potential  ot  bending 
the  closed  ends  into  a  new  shape  than 
Gollust  l  fe  helped  to  engineer  the  open- 
ending  ot  National  Aviation  &  Technolo- 


pany — some  $300  million  capital, 
60%  of  it  debt.  But  with  .Alaska 
profits  paying  expenses  and  som< 
million  cash  flow  from  direct  Indon 
holdings,  it  won't  hurt  for  cash. 

Huffington's  people  were  countu 
Homg's  need  for  cash  bringing  hi 
terms  over  the  37%  block  of  stock, 
he  seems  less  vulnerable.  Althoug 
situation  is  at  impasse,  chances  are 
both  men,  having  tested  each  ol 
mettle  in  1 979,  will  come  to  a  settle 
on  the  price  of  Huffington  stock  m 
That  would  free  Huffington's  hanc 
developing  the  great  company  h( 
envisioned  and  give  Honig  a  pile  of 
to  pursue  his  own  company's  ambi 

Charley  Honig  doesn't  regret  h 
vestment  in  Huffington — now  gro 
$13  million.  Clearly  it  is  the  key  to 
ka  Interstate's  imminent  prosperi 
you  can  bet  it'll  be  a  long  time  befo: 
becomes  a  minority  partner  again 
deal  someone  else  controls.  ■ 


gy  Corp.  over  management  objecl 
last  year  in  a  battle  that  pushed 
fund's  stock  from  a  low  of  $18  a  sha 
net  asset  value  of  about  $30. 

That  was  just  the  curtain  raiser.  A 
moment,  Gollust  is  advising  Marvi 
Warner,  a  Florida  banker  and  former 
bassador  to  Switzerland,  on  how  to  ( 
maximum  leverage  on  the  22%  s 
Warner  controls  in  $57  million  Ban 
Convertible  Fund.  And  together 
three    other    associates,  Gollust 
bought  up  a  7.4%  equity  in  Hous 
based  American  General  Convertibl 
curities.  Others  are  in  the  field,  too. 
is  what's  happening: 

•  Orion  Capital  Corp.,  beaten  off  i 
attempt  to  open-end  $69  million  C| 
Convertible  Fund  last  March,  has  si 
boosted  its  position  in  the  Boston-b 
investment  company  from  6.6% 
10.4%  of  outstanding. 

•  The  $515.5  million  Madison  F 
while  selling  at  22%  below  its  $20 
share  net  asset  value,  was  recently 
subject  of  a  bid  at  105%  of  net  asset  va| 
The  fund  brushed  off  the  offer  an 
nervous  management  refuses  even 
identify  the  bidder  except  as  "the  c 
executive  officer  of  another  company 
ed  on  the  New  York  Stock  Exchange. 

•  RET  Income  Fund,  long  an  objea 
interest  on  the  part  of  Alpha  Portl 
Industries,  has  just  acquired  two  sop 
ticated  outside  holders  in  the  shap 
I  owell  I.  and  Michael  R  Milken,  b 
executives  of  Drexel  Burnham  Lamb 
Together,  the  brothers  own  377 
shares  or  9.9%  of  RET  s  outstand 
Business  associates  own  a  total  of 
other  258,600  shares,  or  6.8%  of 
standing  while  Alpha  Portland  In 
tries  controls  16. 1%. 

Those  are  tough  numbers  tor  any 
agement  to  face.  And  it  push  come 


FORBES  NOVEMBER  26, 


Virginia  Is  Not  Only 
A  RieKToWork  State,  It's 
AWantToWorkState. 


We  have  plants  all  over  the  world.  But 
when  I  think  of  the  quality  of  Virginia  s 
labor  force,  I  sometimes  wish  we  just  had 
plants  all  over  the  state. 

Bruce  C.  Gottwald, 
President,  Ethyl  Corporation 

Statistics  will  tell  you  a  lot  about 
a  state's  work  force;  indeed,  Virginia 
looks  pretty  good  on  paper. 

There  are  only  nine  other  states 
which  report  a  smaller  percentage  of 
their  entire  non-agricultural  work 
force  unionized. 

And  the  rate  of  work  stoppages  in 
Virginia  caused  by  strikes  is  about 
one-third  less  than  the  U.S.  average. 

But  the  one  statistic  which  gives 
a  real  clue  to  the  overall  attitude  of 


the  state's  work  force  is  the  insured 
unemployment  rate.  This  is  a  good 
measure  of  the  experienced  unem- 
ployed, and  Virginia  runs  far  below 
the  U.S.  rate.  In  fact,  sharply  below 
the  rate  for  most  states. 

Virginians,  it  seems,  want  to 
work.  Which  means  they  not  only 
look  good  on  paper,  they  look  very 
good  on  the  job. 

Fortunately,  this  kind  of  quality 
is  in  good  supply.  Over  40,000  new 
people  now  enter  our  job  market 
every  year.  It's  no  wonder  Virginia 
manufacturers  with  plants  in  other 
states,  even  the  other  right  to  work 
states,  report  worker  availability  and 
productivity  here  second  to  none. 

Put  this  labor  force  together  with 


our  sensitive,  state  government  that 
is  politically  responsive  to  business 
and  you  have  more  than  a  good 
place  to  make  a  product,  ^bu  have  a 
good  place  to  make  a  profit. 

If  you'd  like  more  information  on 
Virginia's  hard-working  labor  force, 
without  having  to  do  much  work 
yourself,  just  call  or  write  J.  Frank 
Alspaugh,  Director  of  the  Virginia 
Division  of  Industrial  Development, 
Governor's  Office,  State  Office 
Building,  Richmond,  Virginia  23219. 
Telephone  (804)  786-3791. 


Virginia 


Threatened  closed-ends 

Net 

Discount 

Recent  ■ 

asset 

from  net 

Fund 

price 

value 

asset  value 

Yield 

American  General  Convertible 

19'/4 

$24.96 

-22.9% 

7.5% 

Bancroft  Convertible 

19% 

24.61 

-21.3 

8.6 

Chase  Convertible 

9% 

11.59 

-15.9 

8.0 

Madison  Fund 

15  ¥4 

20.49 

-23.1 

7.9 

RET  Income  Fund 

3'/4 

3.13 

+  3.8 

*RET  does  not  pay  a  dividend. 

shove  at  the  next  annual  meeting,  the 
Milken  presence  could  swing  a  lot  of 
votes.  Mike  Milken,  33,  runs  the  high- 
yield  part  of  Drexel  Burnham's  fixed-in- 
come department.  Milken  carries  so 
much  weight  in  the  firm's  P&L  state- 
ment that  when  he  felt  the  need  for  a 
change  of  scene  last  year  the  firm  wafted 
him  and  his  entire  department  from  New 
York  to  their  new  headquarters  at  1901 
Avenue  of  the  Stars  in  Los  Angeles. 
That's  the  kind  of  clout  that  comes  with 
big  commissions. 

What  do  the  Milkens  see  in  RET  In- 
come? "Anytime  anything  sells  at  a  deep 
discount  from  the  market,"  says  Lowell 
Milken,  "at  some  point,  somebody  is 
going  to  capture  that  value." 

Why  the  discounts?  According  to 
Thomas  J.  Herzfeld,  an  executive  vice 
president  of  Bishop,  Rosen  &  Co.  and 
one  of  the  few  Wall  Streeters  to  special- 
ize in  the  obscure  corner  of  the  market 
inhabited  by  the  funds,  there  are  almost 
as  many  reasons  as  there  are  closed-ends. 

RET,  for  example,  started  life  concen- 
trating on  real  estate  investment  trusts. 
When  they  went  down  the  tube,  so  did 
RET's  asset  value.  Though  the  fund  has 
been  able  to  pull  some  salvage  from  the 
debris  and  has  changed  its  investment 
focus,  the  switch  until  very  recently 
went  largely  unnoticed  except  by  profes- 
sional bargain  hunters  like  the  Milkens. 
Explains  Tom  Herzfeld,  RET  sold  at  a 
discount  because  in  the  public  eye  it  was 
still  tarred  with  the  brush  of  the  REIT 
debacle.  The  prospect  of  a  proxy  fight, 
however,  has  lately  pushed  the  stock  to  a 
modest  premium. 

Other  funds  may  go  at  a  discount,  con- 
tinues Herzfeld,  because  of  indifferent 
management  performance,  big  unreal- 
ized capital  gains  tax  liabilities  or  illiquid 
portfolios.  The  market  is  not  very  effi- 
cient and  the  correlation  between  any  of 
the  factors  Herzfeld  cites  and  the  depth 
of  a  discount  often  seems  tenuous  at 
best.  American  General  Convertible  and 
Bancroft  are  selling  at  two  of  the  deepest 
discounts  in  the  field  while  Chase,  just  as 
deeply  in  convertibles  as  its  sister  funds, 
is  selling  at  around  two-thirds  their  dis- 
count. 

On  the  arithmetic  alone,  the  insur- 
gents almost  everywhere  would  seem  to 
have  the  edge.  They  have  some  powerful 
debating  points  on  their  side.  "Why 
should  shareholders  be  forced  to  take  a 
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discount  on  their  investment,  and  what 
right  does  management  have  to  stand  in 
the  way  of  their  realizing  that  discount?" 
asks  Keith  Gollust. 

Management,  however,  has  some  talk- 
ing points,  too. 

Look  at  such  big  old-line  closed-ends 
as  Lehman  Corp.,  Tri-Continental  Corp. 
and  U.S.  &.  Foreign  Securities,  all  of 
which  are  currently  selling  at  discounts 
of  25%  or  more.  None  of  the  three  is  a 
barn  burner  when  it  comes  to  perfor- 
mance, and  all  three  own  high-quality 
portfolios  that  would  be  easy  to  liquidate. 
The  pressures  are  there.  The  past  two 
years  have  brought  repeated  minority 
stockholder  proposals  to  open-end  both 
Lehman  and  Tri-Con.  In  each  year,  in 
every  case,  the  proposals  have  been  beat- 
en off  easily. 

Management,  of  course,  has  the  advan- 
tage of  controlling  the  proxy  machinery, 
but  it  seems  clear  that  many  long-term 
investors  actually  like  the  discount.  For 
one  thing,  it  increases  yields.  At  dis- 
counts of  about  25%,  for  example,  both 


Lehman  and  Tri-Con  are  returnii 
bond-like  12%.  Further,  the  disc 
are  self-limiting.  They  tend  to  na1 
when  the  market  is  going  down  ai 
widen  when  it  is  on  the  uptick.  Thi 
markets  like  this  one,  the  discount 
ates  as  a  kind  of  shock  absorber,  cus 
ing  the  stock's  decline — a  useful 
ment  against  open-ending. 

Management  also  has  a  good  debi 
point  in  the  high  rate  of  redempi 
that  cropped  up  in  the  wake  of  thel 
forced  open-endings  of  the  last  coun 
years — anywhere  from  25%  to  45] 
assets,  says  American  General's 
Ake.  Ticking  off  the  numbers  he  in 
"It's  the  short-term  holders  and 
tragers  who  took  the  quick  profit 
redeemed."  The  long-term  holders 
stay,  mainly  small  investors,  "are 
guys  who  get  hurt,"  argues  Ake 

But  as  long  as  the  discounts  ren 
the  closed-ends  are  going  to  at 
would-be  liquidators  and  proposa 
open-end  the  funds.  Can  flies  resist 
ey?  (In  Tri-Continental's  case  there 
most  $700  million  worth  of  honey. 

The  situation  might  change,  of  co 
if  performances,  mediocre  in  most  c 
were  to  improve.  Lehman,  Tri-C 
nental  and  U.S.  &  Foreign  have  retu 
to  stockholders  an  average  of  barel> 
over  the  past  decade,  according  ^  i 
Forbes'  latest  annual  mutual-fund  si 
A  little  improvement  in  investment 
formance  might  go  a  long  way  tol 
wiping  out  those  discounts.  They  rrj 
even  be  replaced  by  premiums.  I 
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In  the  age  of  diversification,  a  few  stron 
minded  companies  still  concentrate  on  a  si 
gle  business.  Scott,  Foresman,for  example. 


A  rugged 
individualist 


By  Howard  Rudnitsky 


THEY  ARE  A  DWINDLING  BREED,  the 
large  independent  publishing 
firms.  Fawcett  Publications  has 
disappeared  into  CBS  Inc.,  Simon  & 
Schuster  into  Gulf  &  Western,  Little, 
Brown  into  Time  Inc.,  Western  Publish- 
ing into  Mattel  Inc.  and  now,  Macmillan 
Inc.  will  be  taken  over  by  American 


Broadcasting  Co.  While  as  yet  theyi 
main  independent,  acquisition  pa) 
have  been  made  at  Harcourt  Brace  Jo' 
ovich  and  Houghton  Mifflin. 

Glenview,   111.  's  big  textbook  fi 
Scott,  Foresman  &  Co.,  however, 
mains  proudly  independent.  With 
enues  of  $230  million  in  the  fiscal 
that  ended  in  April,  Scott,  Foresma 
probably  the  nation's  top  schoolb  .- 

FORBES,  NOVEMBER  26, 
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lentary  through  high  school  text- 
cs,  with  about  16%  of  a  highly  frag- 
'lted  market.  As  in  any  business,  mar- 
leadership  is  profitable:  Last  year 
t,  Foresman  earned  over  12%  on 
i  s  after  taxes  and  25%  on  its  virtually 
11  veraged  stockholders'  equity, 
aying  on  top  in  this  business,  how- 
is  not  as  easy  as  it  sounds.  Scott, 
sman  had  ventured  into  general 
<s  and  economic  texts  via  two  acqui- 
ms.  But  by  the  late  Sixties,  Scott's 
ily  profitable  school  readers  line  was 
;ring.  In  the  mid-Sixties  liberal  critics 
charged  that  old-line  readers  were 
:ist"  and  "culturally  biased."  The 
'•ges  were  often  overstated  but  they 
In  addition,   after   15   years  of 
vth,  the  textbook  market  experi- 
;d  a  slowdown. 

ott  tried  to  deal  with  the  accusations 
ias  by  redoing  older  textbooks  and 
.ing  sure  that  newer  ones  made  plen- 
references  to  the  accomplishments 
women   and   blacks.  Nevertheless 
t's  archrival,  Boston-based  Hough- 
:  Mifflin,  was  steadily  overtaking  it  in 
Dick-and-Jane  reader  business.  Scott, 
sman's  answer  was  an  expensive 
reading  series  called  "Reading  Sys- 
"  five  years  in  the  making — which 
oed.  The  board  and  then-Chairman 
el  E.  Peterson  went  looking  for  a 
;uer.  In  1973  they  found  him  in  Gor- 
R.  Hjalmarson,  then  47,  a  soft-spok- 
escendant  of  Icelandic  immigrants 
was  then  a  vice  president  and  direc- 
f  Houghton  Mifflin.  Hjalmarson  was 
three  years  younger  than  Hought- 
[)  5/f0)l  president,  Harold  Miller,  so  the 
Sices  were  he  wouldn't  make  it  to  the 
OMMkere. 

i  hen  he  took  the  helm  at  Scott,  "I  had 
thing  going  for  me,"  Hjalmarson 
i  with  a  smile.  "I  didn't  know  anyone 
he  company.  I  could  be  objective 
it  everyone  and  everything."  Con- 
ed there  wasn't  anything  irrevers- 
wrong,  Hjalmarson  slashed  payrolls 
i  costs.  In  less  than  two  years  he  re- 
|d  operating-division  marketing  em- 
Iment  by  26%.  "Too  many  of  those 

twit,"  he  says,  "had  just  accumulated 
|tf  the  years."  He  instituted  detailed 
i  and  five-year  plans  and  involved 
(:  self  in  every  operational  aspect,  from 
I  ing  authors  to  approving  ideas  for 
\k  covers  and  content — which  he  in- 
Std  be  outlined  in  a  few  lines  of  sim- 
i  uncluttered  prose, 
e  as  yet  ths  I  ■  late  1974  Hjalmarson  was  ready  to 
:quisition  j  n  Scott,  Foresman's  dependence  on 
and  Jane.  It  acquired,  for  $21  mil- 
slightly  less  than  net  asset  value, 
ral  Learning  Corp.,  an  abortive 
le  Inc.-General  Electric  joint  venture 
electronic  education.  GLC  owned 
;r  Burdett,  then  a  modestly  profitable 
isher  in  music,  science,  mathemat- 
nd  social  studies  which  also  distrib- 
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GIVE  THE  GIFT  OF 
THE  IRISH  MIST 


Give  someone  a  bottle  of  Irish  Mist  and  you 
give  them  hills  that  roll  forever,  lakes  that  radiate 
light,  and  a  gentle  mist  that  settles  every  evening. 

Every  sip  of  Irish  Mist  is  all  that  and  more: 
A  legendary,  centuries  old  drink  sweetened  with 
just  a  wisp  of  heather  honey.  Irish  Mist  can  be 
enjoyed  anytime,  or  place,  or  way:  on  the  rocks; 
neat;  or  mixed  to  your  taste. 

It's  a  pleasing  drink.  It's  a  perfect  gift:  Irish 
Mist  in  the  handsome  gift  box.  Always  given  with 
pride  and  received  with  appreciation. 

IRISH  MIST 
THE  LEGENDARY  SPIRIT 

Imported  Irish  Mist®  Liqueur.  70  Proof.  ©1979  Heublein,  Inc.,  Hartford,  Conn.  U.S.A. 


Sagebrush.  Snow.  Mountains.  And  Oil? 


Fifty  years  ago  it  was  easy  to  find  oil  in  the 
United  States.  It's  a  different  story  now,  yet 
never  has  it  been  more  important  to  locate  new 
gas  and  oil  reserves  within  our  own  borders. 
That's  why  exploration  in  this  country  is  booming 
these  days.  Areas  are  being  surveyed  that  have 
never  been  searched  before.  In  some  cases, 
previously  surveyed  territory  is  getting  a  second, 
third,  or  even  fourth  look  to  make  sure  deposits 
aren't  being  missed. 

Here  in  the  shadow  of  Nevada's  Snake 
Mountains,  for  i  ample,  an  exploration  crew 
from  Seismograph  Service  Corporation,  a 


Raytheon  company,  uses  special  vibrator- 
equipped  tractors  to  send  seismic  signals  deep 
beneath  the  floor  of  the  Great  Basin.  Other 
SSC  crews  are  helicoptered  to  sites  higher  in  t 
mountains  where  trucks  and  tractors  can't 
operate.  In  fact,  SSC  currently  has  more  crew 
at  work  in 'the  United  States  than  ever  before, 
helping  oil  and  gas  companies  locate 
new  deposits. 

Two  other  Raytheon  companies  are  expai 
ing  their  capabilities  to  meet  the  challenges—] 
and  opportunities— presented  by  the  changing 
energy  market. 


The  Badger  Company,  Inc.— a  leader  in  the 
r  ineering  and  construction  of  petroleum 
leriesand  petrochemical  plants-  is  also  at 
ik  on  several  coal  conversion  projects,  rang- 
rom  conceptual  studies  for  the  Department 
nergy  to  engineering  and  procurement 
ices  for  major  elements  of  the  world  s  largest 
I  lmercial-scale  synthetic  fuels  plant. 
United  Engineers  &  Constructors  Inc.  con- 
3Saree\piies  as  a  leading  designer  and  builder  of  power 
■  1  its  tor  the  electric  utility  industry.  Current 
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k  includes  many  major  power  projects  and 
riety  of  environmental  control  systems. 


Seismograph  Service  Corporation.  Badger. 
United  Engineers.  Three  fine  companies  involved 
in  energy  services,  one  of  five  basic  business  areas 
at  Raytheon.  The  others  are  electronics,  major 
appliances,  heavy  construction  equipment,  and 
educational  publishing.  For  copies  of  our  latest 
financial  reports,  please  write  Raytheon  Company, 
141  Spring  Street,  Lexington,  Massachusetts  02173. 


Scott,  Foresman's  Hjalmarson 

Leveraging  textbook  publishing  margins  by  grabbing  market  share. 


uted  Time-Life  Books.  Silver  Burdett, 
says  Hjalmarson,  "was  what  we  want- 
ed." Several  years  later  Hjalmarson  ac- 
quired Fleming  H.  Revell  Co.  (religious 
publishing)  and  University  Park  Press 
Inc.  (health  and  therapy  publishers). 

Silver  Burdett  gave  Scott  valuable  en- 
trees into  textbook  markets  other  than 
readers.  Hjalmarson  broadened  the  Scott 
operating  division  as  well,  into  math- 
ematics, biology,  foreign  languages,  so- 
cial studies,  even  driver  education.  With 
the  heart  of  the  business  firmly  under 
Hjalmarson's  own  control,  he  put  the 
acquisitions  into  semiautonomous  divi- 

88 


sions,  some  run  by  their  former  owners 
or  managers  (many  of  whom  also  carry 
some  corporate  clout  as  Scott  sharehold- 
ers). "I  believe  in  in-house  competition," 
Hjalmarson  says. 

Like  any  business  that  broadens  its 
product  line  within  its  traditional  field, 
Scott,  Foresman  thus  enhanced  the  effec- 
tiveness of  its  operating  unit  sales  force. 
Now  a  salesman  had  more  than  one  line 
to  sell  and  a  wider  variety  of  products. 
"It's  no  different  than  when  a  drug  com- 
pany's salesperson  comes  to  call,"  H)al- 
marson  says.  In  1975  sales  per  employee 
were  $53,000;  in  1979,  $88,000.  That's 


the  kind  of  leverage  that  adds  up  to  si 
rior  profitability. 

When  Hjalmarson  was  finished,  Sc 
Foresman's  market  share  in  elemen 
through  high  school  textbooks  w 
back  up,  from  an  estimated  12%  in 
early  1970s  to  around  16%  now. 
gains  came  at  the  expense  of  sma 
midsize  publishers;  Hjalmarson  has 
to  regain  the  reader  text  leadership ; 
to  Houghton  Mifflin. 

In  1978  Hjalmarson  set  up  a  "lifel 
learning  division,"  which  will  drawl 
all  six  major  Scott  divisions  to  sell  to 
growing  adult  education  field.  The  sj 
year,  he  introduced  Scott's  first  spelj 
book,  which  he  claims  now  has  nj 
than  20%  of  the  market.  Shortly  he 
enter  another  growth  area,  the  boon) 
standardized-testing  field. 

There,  Scott  will  face  formidable  d 
petition  from  companies  like  McGri 
Hill  and  Harcourt  Brace  Jovanovj 
IBM's  Science  Research  Associates 
Princeton's  nonprofit  Educational  1 
ing  Service.  So  Hjalmarson  is  approa 
ing  the  new  business  carefully.  Flowei 
since  the  textbook  business  is  exped 
to  grow  only  about  10%  a  year  over 
next  few  years — and  Scott,  Fores 
somewhat  more — he  feels  that  diver: 
cation  is  a  must. 

Almost  debt-free,  throwing  off  lot) 
cash  and  selling  at  a  recent  price  of  22 
nine  times  1979  earnings,  Scott  id 
like  an  attractive  takeover  candidate 
an  industry  rife  with  takeover.  Howe 
the  Scott  family,  which  ran  the  coma 
for  generations,  still  owns  some  2S°A 
the  company's  1 1.5  million  shares.  Fj 
marson  himself  controls  only  30,1 
shares  but  there  are  other  major  sta 
holders  in  management's  corner,  am 
them  J.  Lawrence  Hughes,  presiden) 
William  Morrow  &  Co.,  and  Robert) 
Hill,  chairman  of  the  executive  comn 
tee  at  South-Western  Publishing  Co. 

This  is  not  to  say  that  the  companj 
invulnerable  to  takeover,  but  an 
friendly  takeover  wouldn't  work.  Scj 
Foresman   is   a  people  business 
wouldn't  be  worth  much  without  its  I 
editors,  salespeople  and  executivesi 
friendly  takeover  would  probably  cosi 
the  neighborhood  of  $450  million-pi 
pretty  steep  for  a  company  with  few  I 
gihle  assets.  Why  should  the  Scotts 
their  shareholders  sell  out  for  much  . 
than  that  when  they've  got  such  a  gl 
thing  going  for  them? 

Doesn't  Hjalmarson  think  it  ris 
though,  depending  almost  entirely 
publishing?  He  smiles  at  the  questl 
Diversification,  he  says,  has  its  ris 
too.  "Look,"  he  continues,  "1%  in  adj 
market  share  in  this  business  bri 
down  60  cents  of  every  dollar  to  pre 
earnings."  The  clear  implication  is  tj 
he  is  much  too  busy  selling  books  to  1 
things  like  theme  parks  or  savings  ; 
loan  associations.  ■ 
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Warning.-  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


&  1979  R  J  REYNOLDS  TOBACCO 


"» now 


ILTER  100's:10  mg.  "tar",  0.8  mg.  nicotine.  FILTER,  MENTHOL: 
.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  MAY  78 


The  Vantage  Point 

Where  great  taste  and 
Ii  law  tar  meet. 


Great  taste  once  belonged 
only  to  high  tar  cigarettes.  Not 
any  more.  The  secret?  The 
specially  designed  Vantage  filter 
works  together  with  our  rich 
Flavor  Impact""  tobacco  blend 
to  deliver  satisfying  flavor  in 
every  puff.  That's  Vantage.  Low 
tar  with  a  uniquely  satisfying 
taste.  And  that's  the  point. 


Regular,  Menthol  and  Vantage  100's 


from  Colt  Industries  will  help  keep 
the  Sacramento  River  a  favorite 
with  fish  and  fisherm 


mgm 


To  process  138,000,000  gallons  of  waste  water 
a  day,  the  Sacramento  (California)  Regional 
County  Sanitation  District  is  building  one  of  the 
largest  computer-controlled  treatment  plants 
in  the  nation.  Hlse,  giant  solids-handling  cen- 
trifugal pumps  from  our  Fairbanks  Morse  Pump 
Division  will  help  move  the  liquid  stream  from 
initial  entry  to  final  discharge  as  a  highly  purified 
effluent  that  will  help  keep  the  Sacramento  River 
as  clean  and  full  of  sturgeon  as  ever. 


Fairbanks  Morse  is  a  long-time  manufacturer 
of  rugged,  cost-effective  pumps  for  irrigation, 
sewage  handling,  water  supply  and  industrial 
uses.  It's  not  surprising  that  the  division  is  an 
important  part  of  Colt  Industries,  or  that  Colt 
Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy. 

For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  AA,  430  Park  Avenue, 
New  York,  NY  10022. 


Fairbanks  Morse  diesel  engines*  Fairbanks  scales*  Pratt  &  Whitne 
and  Elox  production  equipment*  Quincy  compressors*  Central  Molo 
transformers*  Trent  welded  stainless  steel  pipe  and  tubing*  Crucible 
permanent  magnets  and  coil  springs*  Colt  firearms  □  Holley  carbure 
Chandler  Evans  fuei  controls*  Fairbanks  Morse  pumps  □  Crucible 
specialty  steels  □  Garlock  industrial  seals*  Stemco  truck  products 
France  compressor  products  □  Menasco  shock  mitigation  systems. 

Colt  Industries 


THE  TASTE  BEYOND 
12-YEAR-OLD  PREMIUM  SCOTCH 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  Mended 
and  depends  on  several  whiskies  tor  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch.. 

Try  the  taste  beyond,  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


mat  could  the  Union  of  South  Africa  and  the 
riet  L'tiion possibly  hare  in  common' 


Hammer  &  sickle 
etched  in  gold 


By  Fern  Schumer 


World  production  of  gold 


The  world  *  gold  mines  have  produced  relatively  constant  quantities  of  the 
staff  in  recent  vears.  South  Africa  and  the  Soviet  Union  combined  account  for 
some  "0*0  of  the  total.  Canada  and  the  U.S.  are  a  distant  third  and  fourth. 
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Reserve  judgments 


The  exact  size  of  U.S.  gold  reserves,  the  biggest  hoard  of  all.  is  known.  This 
vear  thev  have  been  declining.  But  estimates  of  the  Soviet  gold  stock — a  state 
secret — varv  widely.  London  s  guess  is  double  the  CIA  s- 
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It  was  a  danger  signal  to  Federal 
Reserve  Chairman  Paul  A.  Volcker 
when  gold  hit  S400  an  ounce.  It  was 
sweet  music  to  the  gentlemen  in  the 
Kremlin- — iingle,  iingle,  to  the  tune  of  a 
few  billion  in  hard  currency. 

That  burning  ideologue,  Vladimir  Le- 
nin, was  scornful  of  the  yellow  metal. 
' '  When  we  are  victorious  on  a  world  scale 
..."  he  said, '  'we  shall  use  gold  for  build- 
ing public  lavatories. ..."  As  in  so  many 
other  things,  that  crafty-  peasant  Toe  Sta- 
lin was  180  degrees  from  Lenin.  To  ex- 
tract gold  from  Siberia's  inhospitable  soil 
he  worked  political  prisoners  to  death, 
and  he  used  his  secret  police  to  torture  it 
out  of  suspected  hoarders.  Stalin's  suc- 
cessors are  gentler  but  like  him.  they 
love  gold.  With  good  reason. 

Perhaps  not  entirely  by  coincidence, 
two  of  the  world's  least  humane  nations 
are  today  the  world's  leading  producers 
of  gold.  South  Africa  is  first.  Last  year 
South  Africa  dug  iust  under  half  of  the 
world's  total  product  of  46  million  troy 
ounces.  Figures  on  Soviet  production 
vary.  Britain's  Consolidated  Gold  Fields 
Ltd.  estimates  the  Soviet  Union  was  sec- 
ond, with  30% — 14  million  ounces.  The 
Central  Intelligence  Agency  is  more  con- 
servative. It  puts  1978  Soviet  production 
at  9  millinn  ounces.  By  contrast,  the  U.S. 
produced  only  about  1  million  ounces, 
Canada  L7  millinn 

As  fast  as  they  mine  it,  the  South 
Africans  sell  it.  They  need  foreign  ex- 
change to  buy  arms  and  to  subsidize  the 
white  population's  artificially  high  stan- 
dard of  living.  How  fast  are  the  Soviets 
mining  theirs*  Nobody  knows,  and  esti- 
mates differ  widely. 

'The  Soviets  have  benefited  enor- 
mously since  gold  prices  have  soared," 
says  Thomas  Wolfe,  a  financial  consul- 
tant and  former  director  of  the  Treasury 
Department's  office  of  gold  and  silver 
operations.  "An  ounce  of  gold  will  buy  a 
great  many  more  bushels  of  grain  than  it 
would  two  years  ago,  when  the  price  of 
gold  was  S180." 

This  much  is  known:  About  13  million 
ounces  flowed  west  from  Communist 
vaults,  mostly  from  the  U.S.S.R.,  each  of 
the  past  three  years.  This  year  the  Soviet 
gold  flow  slackened — but  the  country  is 
collecting  more  cash  for  fewer  ingots. 
The  Kremlin's  decision  to  buy  as  much 
as  25  million  more  metric  tons  of  Ameri- 
can grain  this  year  may  well  have  been 
influenced  by  the  big  swing  in  gold 
prices.  The  gold  grain  ratio  has  turned  in 
their  favor.  That  25  million  metric  tons 
will  probably  cost  about  S5  billion,  but 
gold's  leap  from  S225  early  this  year 
means  the  price  of  that  grain — in  gold — 
has  about  halved.  Put  another  way,  in 
January  the  extra  grain  would  have  cost 
the  Soviet  Union  22.2  million  ounces; 
todav,  about  12.5  million  ounces  will  do. 
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The  Soviets  seem  to  play  their  gold 
card  carefully.  When  the  U.S.  began  sell- 
ing gold  last  fall  to  prop  up  an  ailing 
dollar,  the  Soviets  apparently  withdrew 
from  the  market.  "The  Russians  hold  a 
lot  of  the  marbles.  They  really  have  the 
whip  hand,"  says  Wolfe.  "The  Siberian 
land  mass  is  very  rich  in  minerals.  While 
the  Soviets  may  not  control  the  market, 
they  greatly  influence  it." 

"If  the  Russians  had  kept  selling  last 
fall,  perhaps  the  gold  price  would  have 
slipped  down  to  around  $180,"  says  Da- 
vid Fitzpatrick,  precious-metals  analyst 
for  Merrill  Lynch.  "Increased  demand 
has  caused  higher  prices,  but  the  fact 


that  the  Russians  reduced  their  offerings 
helped  confirm  the  market's  upward 
trend." 

"You  can  think  of  gold,  diamonds  and 
oil  in  the  same  context,"  says  -John  R 
Hardt,  senior  specialist  for  Soviet  econo- 
my for  the  Congressional  Research  Ser- 
vice. "The  Russians  don't  break  the  dia- 
mond market,  they  go  along  with  De 
Beers.  They  don't  mind  OPEC,  either 
[the  U.S.S.R.  is  the  world's  leading  oil 
producer].  The  point  is  to  keep  prices 
high  and  maximize." 

Having  all  that  gold  increases  Russian 
prestige  at  the  credit  window.  "If  I  were 
a  big  bank  in  New  York  and  I  had  lent  the 


Not  even  six  decades  of  communism  have 
stamped  out  the  greed  for  gold  in  the  Soviet 
Union,  where  tough  prospectors  risk  their 
lives — and  even  kill— to  keep  what  they  dig. 


The  treasure  of 
the  Stanovoys 


Gold-mining  dragline  at  work  in  the  Soviets'  east  Siberian  province  of  Khabarovsk 
A  dollop  of  pure  capitalist  greed  provided  the  icing  on  the  golden  cake. 


prof 
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Russians  a  whole  lot  of  money,  I'd  slet 
little  better,"  adds  Robert  Dunn 
sor    of    economics    at  Washingti 
George  Washington  University.  So| 
debt  to  the  West  has  multiplied  fivef) 
in  five  years  and  was  $17.2  billion  at 
start  of  this  year.  "And  every  time 
Russians  want  money  to  raise  hell 
where  in  the  Middle  East,  they  have 
asset  [gold]  which  has  appreciated 
they  can  use  to  pay  for  it,"  says  Dunn 
Strange    bedfellows:    South  Afri 
Western  goldbugs  and  the  Soviet  Uni 
All  three  thrive  on  the  turmoil  that  so 
of  the  OPEC  nations  have  spread  in 
world's  energy  and  currency  markets 
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SEVERAL  TIMES  EACH  MONTH  a  no 
Russian  Ilyushin  air  cargo  freigh 
lands  at  Zurich's  Kloten  airpi 
Under  the  watchful  eye  of  a  Swiss  An 
tank  commander  the  Ilyushin  taxis  t 
waiting  armored  truck  where  secui  i 
men  unload  heavy  wooden  crates  full 
gleaming  Russian  gold  ingots.  Most 
the  hoard  is  whisked  down  to  the  bai 
on  the  Paradeplatz,  where  it  is  quie 
entered  on  the  numbered  accounts 
those  banks'  clients.  What's  left  is  dep  •M"'< 
ited  and  put  on  display  at  Russia's  oi 
Wozchod  Handelsbank,  itself  just  off 
Bahnhofstrasse.  You  can  buy  ingots,  e 
bossed  with  the  hammer  and  sickle, 
Wozchod — for  cash.  "No  checks," 
the  Swiss  tellers  firmly. 

Western  observers  estimate  that 
year  Russia  will  mine  some  500  tons 
gold — nearly  17 Vz  million  ounces,  zs 
million  in  the  U.S. — making  it 
world's  second-largest  producer  (but 
ures  vary — see  story,  p.  93). 

Most  of  the  Soviet  output  comes  fn 
highly  mechanized  state-owned  pits 
the  Urals  and  Armenia.  Then  there 
the  gaping  pits  at  the  Muruntau  compl 
in  the  southwestern  Soviet  Republic 
Uzbekistan.  Analysts  at  London  mini 
finance  house  Consolidated  Goldfie 
figure  Muruntau  alone  accounts  for  oi 
20%  of  all  U.S.S.R.  production:  Its  oj 
pit  is  the  world's  largest  single  gold  p  Iters 
ducer  bar  none. 

There  is,  however,  another  rather  nt 
communistic  side  to  Russian  gold  m 
ing:  Siberia's  bands  of  clannish,  fierc 
independent  zolotopromyshlenniki  (lit 
ally:  "gold  traders")  who  work  the  ble  torn, 
eastern  tributaries  slicing  the  Cherakc 
and  Stanovoy  mountain  ranges.  So 
mote  and  inhospitable  to  heavy  mach(fe:  r 
ery  are  these  rich  mountains  that  Ml 
cow  has  been  forced  to  rely  mainly 
private   entrepreneurs.   The  zolotop 
myshlenniki  are  modern  Russia's  versj 
of  our  own  19th-century  Klondikers. 

No  one  knows  how  much  these  privi 
prospectors  mine.  But  with  gold  at  $4 
an  ounce  Moscow  takes  them  seriousi 


(15  |U 


II 

».  Ik 
it  be 
ill  Ma 
■t  of  t 

laced 
nerj 
no 


likank 


fitn 


9901 

Is  is 


94 


FORBES,  NOVEMBER  26,  1 


^"eyj'dsl  "jjg  zolotopromyshlenniki  have  been 
■rt  Uunn,  pj  ning  and  digging  for  gold  since  their 
'  "4mi  .-bears  began  opening  up  eastern  Rus- 
"lVe'%  S  in  the  1 7th  century.  Since  the  Revolu- 
™'PWfii  l#  when  their  fathers  betrayed  the 
-2  billions  ite  Army's  Admiral  Kolchak  to  the 
every  tita  ijsheviks  at  Irkutsk,  the  zolotopromysh- 
)Iais«lielis  tiki  have  been  pretty  much  left  alone 
st.  they  on  ^Moscow.  The  terrain  is  inhospitable, 
appreciated  |n  to  KGB  men,  but  these  tough 

says&i  mntain  men  know  where  the  deposits 
South  4  and  at  $400  an  o  nee  Moscow  is 
ie  Soviet |J  ;dy  for  gold  regardless  of  ideology, 
irmoil  that  ?i  theory,  anyone  can  prospect  for  gold 
ve  spread ii  ;;he  Soviet  Far  North  as  long  as  he  is 
■ncy  market  jr  18  and  he  agrees  to  sell  what  he 
HMMds  to  the  state  at  the  state's  prices. 

Liiui  -fortunately,  however,  the  state's  top 
^jjj—  -,e  is  just  10,000  rubles— $7,000  at  offi- 

 ,  ;  exchange  rates — for  a  season's  work, 

m  month  si  frirdless  of  the  haul.  Not  surprisingly 
.  ■.  i.  n,  a  large  portion  of  the  prospectors' 
Kloten  at  il  never  gets  to  Moscow.  Sovietologist 
of  a  Swiss '  ;  Iain  Elliot  and  his  collaborator  Niko- 
Tishin  taxis  (Ushakov  described  the  situation  in  a 
where  set  ent  issue  of  Elliot's  well-informed  So- 
len  crates!  Analyst: 

ingots.  Mo  It  is  an  open  secret  that  at  least  part 
wn  to  the b  he  [prospectors']  gold  hoard  is  stashed 
ere  it  is  at  iy  in  hideouts  unknown  to  the  KGB, 
ted  accoui  the  same  happens  with  large  quanti- 
at's  left  is d  of  precious  stones.  The  Far  North  is 
at  Russia's  ming  with  informers  on  the  lookout 
Itself  just  of  I  illicit  hoarding,  but  life  expectancy 
buy  ingots  jong  this  category  of  state  servants  is 
:r and sickl   very  high." 

lo  checks'  or  the  unlucky  zolotopromyshlennik 
ght  dealing  on  the  black  market,  So- 
imate  that  t  justice  is  swift  and  rough.  In  1976, 
me  500  to  ending  to  the  Soviet  trade  union  paper 
jn  ounces,  i,  former  prospector  Anatoly  Mar- 
-making  it  1  8ave  UP  prospecting  and  moved 
roducer  (bu  he  Ukrainian  city  of  Zaporozhe,  tak- 
with  him  his  private  stash.  Early  this 
put  comes  f  Marchenko  found  a  black-market 
e -owned  pi  er  f°r  150  ounces  at  around  $300  an 
Then  thes  ice-  But  me  KGB  got  to  Marchenko 
runtaucom  )re  ne  got  to  nis  fence.  They  confis- 
riet  RepuH  ;d  Marchenko's  gold,  his  house  and 
London  ms  s*  or  the  rest  of  his  possessions,  and 
ated  Goll  tenced  him  to  five  years  in  prison, 
ccounts  for  i  every  Marchenko  who  is  caught, 
nrtion:  Its  kever,  many  get  away.  Where  there's 
i  there's  a  way. 

Mien  Russia's  gold  finally  does  reach 
ich — from  Muruntau,  the  Stanovoys 
herever — Moscow  has  a  reputation 
eing  as  tough  at  trading  the  metal  as 
onfiscating  it  from  luckless zolotopro- 
ilenniki.  Seasoned  gold  traders  in 
don  and  Zurich  tell  Forbes  that  Rus- 
traders  are  among  the  shrewdest, 
t   market-wise    in    the  business, 
ough  its  state-owned  Wozchod  Han- 
bank,  Russia  uses  Zurich  for  virtually 
ts  dealings.  The  Russians  like  Swiss 
ecy  and  ingenuity. 

Kidding  around  at  lunch  one  day," 
s  a  leading  dealer,  "we  asked  them 
not  save  refining  costs,  just  sell  the 
d  as  is?  Next  thing  we  know,  they've 
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f  Ignorance 
ain't  our  problem^ 

It's  all  we  know 
that  ain '  t  true  . 


Til  Rogers 


Are  You 
Ignorant 

About 


Oklahoma's  in  both  the  sun  belt  and  the  nation's  center.  We  have 
vast  deposits  of  coal,  plus  natural  gas,  electric  power  and  oil.  Most 
important,  we  have  the  greatest  energy  asset  of  all-  productive 
elbow  grease  from  people  who  appreciate  a  good  job.  Let  us  send 
you  names  of  important  national  industries  who  recently  started 
Oklahoma  plants. 


to. 


Oklahoma 


The  Profitable 
Place  To  Be 


For  further  Information,  contact: 
Director,  industrial  Division.  Oklahoma  Industrial  Development  Department 
suite  S09,  P.O.  Box  53424.  State  Capital  Station 
Oklahoma  City.  OK  73152 
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At-A-  Glance*  Personal  Planners 

Play  the  market,  tennis  and  poker  without 
coming  up  short. 
Take  stock  ot  your  day,  week  or  month  ANA«Glance. 


TEXTRON 


SHEAFFER  EATON  _ 

Sheaffer  Eaton  Division  of  Textron  Inc 


Make  Ginori 
your  main  entree. 

To  gifts  of  fine  Italian  chino  ond  objets 
dart— Ginori's  been  famous  for  both  since  1735. 
Your  entree  to  other  famous  names, too, in  crystal, 
silver  and  barware— Lalique,  Christofle, Baccarat. 

And  Ginori  offers  you  corporate  gift 
accounts  for  your  own  leading  names— special 
friends  and  business  associates.  Order  by  mail  or 
phone  and  we'll  help  you  make  every  holiday  or 
special  occasion  a  memorable  one— and  an 
effortless  one. 

You'll  also  find  us  good  company  away 
from  the  dinner  table.  Ginori  is  a  worldwide 
leader  in  such  industries  as  ceramics,  industrial 
engineering— even  the  production  of  decorative 
bath  fixtures.  Everything  including  the  kitchen  sink. 

Have  we  whetted  your  appetite?  Write 
or  call  for  more  details.  Ginori,  7 1 1  Fifth  Avenue, 
New  York,  N.Y  10022(212)752-8790. 

Silts 


got  a  window  full  of  little  nuggets." 

Gold  traders  agree  that  the  Russ 
have  been  out  of  the  market  since 
low  300s.  Says  one,  "I  think  they  ei 
lish  a  target  for  needed  external 
earnings,  expressed  in  dollars.  For  ] 
that  target  was  probably  around  $2 
lion.  They  were  really  active  sellers 
tween  $240  and  $280,  then  stopped 
cause  they  had  already  reached  t| 
goal."  Dealers  estimate  Russian 
sales  through  Switzerland,  the  bul 
U.S.S.R.  gold  sales,  at  no  more  than 
tons — about  half  last  year's  figure. 

Every  so  often,  there  is  the  rumor 
the  Russians  are  actually  buying  up 
in  a  direct  attempt  to  manipulate 
market.  The  Zurich  traders  insist 
such  rumors  are  sheer  nonsense.  1 
say  that  the  recent  price  gyrations 
much  more  the  result  of  shorts  b 
overrun,  chasing  the  gold  to  recover 
shorting  again.  In  brief,  some  very  sr 
people  were  caught  short. 

"I  was  surprised  at  some  of  the  pe 
who  called  me,"  says  one  dealer,  r« 
ring  to  sophisticated  investors  bettin 
U.S.  Treasury  intervention  before 
broke  above  $280.  "All  those  nen 
questions.  Then  I  found  out  my  cal 


"It  is  an  open  secret  that 
least  part  of  [their]  gold  hot 
is  stashed  away  in  hideo\ 
unknown  to  the  KGB,  and  i 
same  happens  to  large  qua* 
ties  of  precious  stones." 


were  short  1,000  or  2,000  ounces." 
vate  Middle  East  investors,  he  says, 
"many  tons"  at  over  $400,  thereby  re 
ing — at  a  stiff  price — short  sellers  f: 
Hong  Kong  to  Houston.  But  the  Sov 
stayed  on  the  sidelines. 

Swiss  dealers  blame  the  rapid  gro 
of  gold  futures  markets  for  today's  sp: 
ing  prices.  "Sixty-five  tons  a  day  on 
mex  alone,"  says  one.  "That's  two  ye 
production  for  the  U.S.  If  everyone  is 
same  way,  a  huge  amount  is  sold, 
that  can  go  on  over  several  days.  W 
the  market  is  going  limit  up,  people 
forced  to  cover,  because  they  are  bu) 
on  margin.  You  force  them  to  buy.  Jus 
they  are  forced  to  sell  on  the  other  s 
In  the  end  someone  in  Europe  alw 
wants  delivery.  If  the  producer — like 
U.S.S.R. — won't  sell  below  a  certain 
el,  there  is  a  terrible  squeeze  on  phys 
gold  that  pushes  up  the  price." 

Gold.  It  drove  the  Spanish  conqui 
dors  across  the  ocean  and  into  the 
des.  It  was  the  Holy  Grail  of  greed.  It 
is;   the  world  changes  and  mank 
evolves,  but  that  does  not.  In  the  Bli 
Hills  of  North  Dakota,  in  the  Transv 
in  the  Australian  Outback  and  evei 
the  depths  of  the  Soviet  Union,  men  sM 
dare  all  for  it.  ■ 
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.Capital 
Investment. 

With  Saunders  Leasing,  you  don't  have  to  stick  your 
neck  out  by  tying  up  money  in  truck  ownership. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you  no  longer  need  to 
tie  up  your  money  in  truck  ownership  to  move  your 
goods  from  one  point  to  another.  Or  burden  yourself 
with  beastly  details  like  all  the  time-consuming,  tedious 
paper  work  that  must  be  kept  up  with,  to  keep  your 
trucks  on  track,  on  time. 

When  you  ride  with  Saunders,  you  get  the  total, 
full-service  truck  leasing  system.  Including  our  care- 
fully matching  your  trucks  to  your  needs.  An  operating 
lease  according  to  all  FASB-13  criteria.  Preventive 
maintenance.  Computing,  reporting  and  paying  state 
fuel  and  mileage  taxes.  Fuel  purchasing.  Obtaining 
state  fuel  tax  permits  and  securing  license  registration 
renewals.  Prompt  road  service,  day  or  night.  And 
countless  other  details  that  could  eventually  break  your 
corporate  back. 


When  it  comes  to  trucking,  you  now  have  a  choice: 
You  can  put  up  with  all  the  beasts.  Or  behold  the  beauty 
of  the  lease.  With  Saunders. 

I  

Capital  investment  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 

 Title  


Name  

Company. 
Street  


City_ 


Phone _ 
Mail  to 


State . 


Zip. 


M.L.  Malcolm 

Saunders  Leasing  System,  Inc. 

201  Office  Park  Drive 
4  Birmingham,  Alabama  35223 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


I  DA  Ireland  A    Tne  lrisn  government's  industrial  development  agency  has  offices  in  New  York, 
«^"evelo^e""or£         Tel (212) 972-1 000;  Chicago, Tel (312) 644-7474;  Houston, Tel (713) 658-0055; 
Los  Angeles,  Tel  (213)624-1024;  Cleveland,  Tel  (216)8610305;  Santa  Clara,  Tel  (415)8541800;  Boston, 
Tel  (61 7)  3678225;  Toronto,  Tel  (41 6)  3647478.  Overseas  offices  also  in  Amsterdam,  London,  Paris,  Cologne, 
Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 


atenal  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  oy  the  United  States  Government 


Seagram's  VO. 
The  swribot  of  imported  luxury.  Bottled  in  Canada. 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend.  &  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N.Y.C.  Gift-wrapped  at  no  extra  charge. 


ntish  investors  have  just  been  freed  from  40 
ars  of  exchange  controls.  Does  that  mean  a 
od  of  new  funds  for  Wall  Street? 

The  British 
are  coming! 
but  slowly,  slowly) 


jBy  Lawrence  Minard 

■a  ince  September  1939, 

>when  Prime  Minister 
Neville  Chamberlain 
feosed  "temporary"  war- 
le  exchange  controls  on 
I  pound  sterling,  British 
lestors  have  been  tightly 
led  in  their  ability  to  in- 
It  outside  the  U.K.  Inves- 
k  determined  to  diversify 
lir  portfolios  did,  of  course, 
b  ways  around  the  con- 
Is.  Some  bought  export- 
le  funds  from  the  dollar 
ijmium  pool,  paying  premi- 
Is  up  to  63%  above  the  reg- 
Ir  exchange  rate.  Others 
towed      from  foreign 
Iks.  Some  bought  busi- 
Ises,  some  houses.  Some 
Ik  money  out  in  suitcases. 
Jut  all  the  ploys  carried 
Istantial  risks.  In  1974,  for 
jmple,  many  a  British  fund 
1  nearly  bankrupted  when 
■ng  foreign  markets  forced 
Id  managers  to  increase 
Ir  overseas  equity  with 
Ids  that  had  to  be  bought 
|n   the   dollar  premium 
|l.  The  more  the  markets 
libled,  the  higher  went  the 
le  of  premium  funds  need- 
to  cover.  In  November 
for  example,  a  British 
manager 's  effective 
nd-dollar  exchange  rate 
about  1  to  1.50  vs .  a  spot- 
ket  rate  of  1  to  2.30. 
te  last  month,  in  another  stunning 
e   to  free  Britain's  overregulated 
omy,  Margaret  Thatcher's  Conser- 
ve government  abolished  the  last  of 
40-year-old  controls.  The  first  step, 
June,  allowed  British  investors  to 
rt  freely  up  to  £5  million  per  project 
ally  indirect  investment  funds,  plus 
,000  annually  in  funds  to  purchase 


National  Coal  Board's  Hugh  Jenkins 
"We  will  be  looking  for  the  best  value.  I  believe  in 
rainy  days,  but  right  now  it's  just  not  raining  hard 


residential  real  estate.  The  second,  in 
July,  allowed  unlimited  direct  invest- 
ment abroad. 

At  first  blush  the  final  step  seemed  a 
disaster.  London's  stock  market  dove  27 
points,  wiping  out  nearly  7%  of  the  mar- 
ket's $150  billion  capitalization;  and  the 
pound  plummeted  by  4%  against  the  dol- 
lar and  5%  against  the  deutsche  mark. 


As  the  London  market  kept  sliding,  the 
world's  traders  seemed  to  be  saying  that 
freeing  the  pound  would  send  an  ava- 
lanche of  pounds  seeking  investment 
overseas,  with  the  vast  U.S.  and  Japanese 
markets  (capitalized  at  $900  billion  and 
$300  billion  respectively)  as  the  prime 
beneficiaries. 

Can  Wall  Street  expect  a  sudden  rush 
of  newly  liberated  pounds?  To  find  out, 
Forbes  interviewed  four  leading  City  of 
London  moneymen:  Hugh  Jenkins,  head 
of  Britain's  $5  billion  (assets)  National 
Coal  Board  pension  fund;  William  Mer- 
ton  and  Charles  Nunneley  of  investment 
bankers  Robert  Fleming  &  Co.;  and  An- 
thony Arnaud,  a  director  of  the  big  in- 
vestment trust  management  house 
Touche  Remnant  &  Co.  The  firms  these 
men  represent  manage  funds  worth  near- 
ly $15  billion.  Their  agreements  and  dif- 
ferences in  viewpoint  were 
both  clear  and  striking: 

The  temporarily  sated  bull 

Hugh  Jenkins  was  lucky. 
With  exchange  controls  still 
in  effect,  he  agreed  in  June 
that  the  National  Coal  Board 
Superannuation  Scheme  [i.e. , 
pension  fund)  he  heads  would 
pay  $145  million  for  U.S.  real 
estate  trust  Continental  Illi- 
nois Properties.  Jenkins  had 
the  money:  The  NCB  fund 
has  nearly  $5  billion  in  assets 
and  a  net  annual  cash  inflow 
of  over  $500  million.  But 
thanks  to  exchange  controls, 
he  had  to  borrow  the  $145 
million  to  consummate  the 
takeover. 

Then  he  got  lucky.  Two 
weeks  after  he  took  the  loan, 
Mrs.  Thatcher  abolished  con- 
trols on  funds  meant  for  di- 
rect foreign  investment — 
and  CIP  qualified.  "So  we 
were  able  to  pay  the  loan  off 
with  dollars  bought  in  the 
spot  market  at  $2.26  per 
pound  sterling,"  beams  Jen- 
kins; the  recent  spot  rate  was 
below  $2.10. 

The  National  Coal  Board 
fund  is  housed  in  a  nonde- 
script building  off  London's 
Fleet  Street,  among  the  pinup 
posters  of  London's  salacious 
The  Sun  and  the  newshounds 
at  United  Press  Internation- 
al. But  there  is  nothing  non- 
descript about  the  fund  or  its  perfor- 
mance under  Jenkins.  With  nearly  $5 
billion  assets,  it  is  on  a  par  with  Britain's 
Post  Office  pension  fund;  and  in  net 
annual  new  funds  the  NCB's  $500  mil- 
lion is  only  slightly  behind  the  Post 
Office.  Performance?  The  fund's  yield  of 
9.43%  last  year  put  it  in  the  top  10%  of 
British  pension  funds,  as  measured  by 


buying  on 
enough." 
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the  London  brokerage  firm  of  Wood 
Mackenzie  &  Co. 

Over  $500  million  a  year  new  money 
to  invest,  plus  the  $5  billion  already  in 
place:  How  much  will  find  its  way  to 
Wall  Street?  Some,  but  not  much — at 
least  in  percentage  terms.  Says  Jenkins, 
an  athletically  trim,  elegantly  attired 
chartered  surveyor  (a  kind  of  certified 
public  accountant  specializing  in  real  es- 
tate) who  cut  his  teeth  on  NCB's  $2 
billion  real  estate  portfolio 
before  becoming  its  top 
man  in  1972: 

"My  feeling  is  that  U.S. 
stocks  are  still  somewhat 
vulnerable,  especially  rela- 
tive to  the  U.S.  bond  mar- 
ket. I  think  that  until 
bonds  settle  down  stocks 
could  well  fall  further. 

"Now  I  have  said  we'll 
push  our  overseas  hold- 
ings to  around  10%  of  our 
portfolio  [from  6%  now]. 
But  the  mere  fact  that  we 
have  complete  freedom 
from  exchange  controls 
does  not  mean  we'll  be  in- 
vesting overseas  simply 
for  the  sake  of  investing 
overseas.  We  will  be  look- 
ing for  the  best  value.  I 
believe  in  buying  on  rainy 
days,  when  the  news  is 
bad.  But  right  now  it's  just 
not  raining  hard  enough." 

If  that  sounds  bearish,  it 
isn't.  Jenkins  is  saying 
that  since  his  fund's  liabil- 
ities are  mostly  in  the 
U.K.,  prudent  investing 
demands  that  most  of  its 
assets  also  be  in  sterling. 
Even  so,  a  push  from  6% 
to  10%  of  assets  held 
overseas  means  that  NCB 
alone  will  be  increasing  its 
foreign  holdings  by  over 
$200  million  in  the 
months  ahead.  Jenkins 
says  the  largest  British 
pension  funds,  accounting 
for  half  of  Britain's  $50 
billion  in  pension  assets, 
could  well  do  likewise.  If 
they  do,  that's  over  $1  bil- 
lion in  new  money  for  overseas  invest- 
ments, without  mentioning  new  foreign 
investments  from  new  cash  flow.  Not  all 
of  that  will  be  placed  in  the  U.S.  but, 
given  the  liquidity  of  the  U.S.  market, 
most  of  it  will. 

Where  will  Jenkins  be  looking  for  value 
on  his  money?  Not  long-term  U.S. 
bonds:  "We  already  have  nearly  20%  of 
our  portfolio  in  fixed-income  securities, 
and  that's  probably  as  far  as  we'll  go,"  he 
says,  adding,  "but  even  if  we  wanted 
more  we'd  buy  U.K.  bonds,  not  U.S.  I  can 
get  13.5%  here  on  gilts  [gilt-edged  securi- 


ties] now.  Why  should  I  settle  for  10%  on 
U.S.  long  bonds?" 

Jenkins  Would  like  more  premium  U.S. 
commercial  real  estate,  the  kind  he  got 
with  Continental  Illinois  Properties. 
"Unfortunately,  finding  good  real  estate 
is  now  a  problem.  Half  your  doctors  and 
dentists  are  running  around  buying  up 
every  shopping  center  in  sight." 

So  with  gilts  at  13.5%  and  short-term 
U.S.  funds  paying  16%,  Jenkins  is  con- 


Charles  Nunneley  of  Robert  Fleming  &  Co. 

At  Fleming  they  believe  there  is  still  time  left  for  bargain  hunting 
on  Wall  Street,  time  to  wait  for  really  unbeatable  bargains. 

tent  to  wait  on  the  sidelines.  But  when 
he  sees  value  in  the  U.S.,  he'll  be  there. 

The  optimistic  bear 

At  investment-banking  and  money- 
management  firm  Robert  Fleming  & 
Co.,  the  end  of  exchange  controls  came 
as  a  distinctly  mixed  blessing.  One  of  the 
most  prestigious  names  among  mer- 
chant banks,  Robert  Fleming  has  been 
investing  abroad  since  1873,  when  Scot- 
tish iute  manufacturer  Robert  Fleming 
created  his  first  investment  trust  (closed- 
end  fund)  to  buy  U.S.  railway  bonds.  To 


maintain  that  profitable  tradition,  Fl 
ing  bankers  have  been  buying  export 
investment  funds  in  the  premium  dc 
market.  The  night  before  controls  \ 
lifted  the  premium  stood  at  10%. 
next  morning  it  was  nil. 

"On  average,  our  investment  tr 
| assets'.  $1.6  billion]  overnight  lost 
tween  1%  and  1.5%  of  their  value  w 
the  premium  was  abolished,"  says  P 
ert  Fleming  Chairman  William  Mer 
He  adds,  wincing, 
that  was  on  top  of  eai 
losses  as  the  premium 
from  40%  last  spring 
10%  the  night  before 
abolition."  All  told, 
sudden  lifting  of  cont 
cost  Merton's  funds  c 
to  $20  million  overnig 
Merton  neverthe 
relishes  his  new  freed 
But  like  the  Coal 
pension    fund's  Jenk 
Merton,    an  Oxford-e 
cated  physicist  and  qu 
dam   barrister,  does 
expect  a  sudden  flood 
British  money  into  o\ 
seas      markets:  "VI 
should  there  be?"  he 
mands,  arching  his  bu 
eyebrows.  "Yes,  the  do 
appears  cheap,  but  tha 
because  Mr.  Volcker's 
fense  measures  are 
partial.  Many  other  thn 
must  be  done  to  eradic 
inflation   and  the 
deficit.  U.S.  stocks  app 
cheap  too,  but  there  is 
a  very  large  gap  betwt 
yields    on  stocks 
bonds.  The  U.S.  is  in 
throes    of    a  recess 
which  must  be  expec 
to  reduce  U.S.  firms'  1 
profits  dramatically 
because  of  the  tax  ere 
on    U.K.  dividends, 
come    from  overseas 
worth  considerably  lessi 
us   than   domestic  di 
dends  are." 

But  before  writing  Mi 
ton  off  as  pure  bear,  cq 
sider  this:  Despite  his  u 
certainty  about  the  world  economy, 
says  Fleming  management  will  probab 
increase  the  foreign  investment  portii 
of  the  $7  billion  in  pension  investme 
trust  and  charity  funds  under  manaj; 
ment  from  under  10%  of  total  portfol 
value  today  to  around  20%  over  the  nei 
few  years.  That  means  about  $700  m 
lion  in  new  overseas  money,  with 
least  half  destined  for  the  U.S.  And 
that  half,  virtually  all  is  likely  to  go  in 
common  stocks.  As  Merton  explains  i 
"I  believe  that  if  things  are  going  to  g| 
better  [i.e.  in  U.S.  securities],  they  wi 
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Solar  energy  can't  fuel 
all  of  the  people 
all  of  the  time. 


mm 


But  we  know  what  can 


Solar  energy  has  the 
potential  to  be  one  of  the 
answers  to  our  country's 
energy  problems.  But  it  will  be 
many  years  before  it  can  really 
be  expected  to  become  an 
economically  feasible  source 
of  electric  energy.  Other 
sources  may  prove  feasible, 
too,  like  the  breeder  reactor, 
fusion  and  geothermal  energy. 
But  they,  too,  will  take  time 
to  develop. 

Meanwhile,  in  order  to 
maintain  a  viable  economy— 
to  assure  jobs  and  maintain 


our  standard  of  living- 
America  needs  electricity  now. 
In  the  Middle  South  we'll  be 
providing  it  through  a  diversi- 
fied fuel  base — nuclear,  coal, 
oil  and  gas.  By  1 990,  we'll  have 
10  new  coal-fired  generating 
units  and  five  operating 
nuclear  units. 

We  believe  in  the 
dependability  of  coal  and 
nuclear  power,  because  we 
know  they  can  power  the 
country  well  into  the  21st 
century— long  enough  for 
other  sources  to  be  developed. 


Making  energy  that 
makes  sense  means  using 
what  we've  got  to  get  to 
tomorrow's  answers. 

MIDDLE 
SOUTH  iiB 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc 


MAKING  ENERGY  THAT  MAKES  SENSE 


get  better  faster  in  equities  than  in  bonds. " 

Merton  and  Robert  Fleming  Director 
:.i  charge  of  portfolio  management 
Charles  Nunneley  stress  that  they  will 
not  immediately,  not  even  quickly,  re- 
build the  foreign  portion  of  their  portfo- 
lios. They  believe  there  is  plenty  of  time 
left  for  bargain-hunting.  Like  NCB's  Jen- 
kins, they  plan  to  wait  for  really  unbeat- 
able bargains.  While  neither  man  will 
identify  individual  U.S.  stocks  they  like, 
Merton  told  Forbes  he  is  particularly  in- 
terested in  three  groups:  U.S. -based  in- 
ternational oils,  high-technology  firms 
and  smaller  regional  companies  in  the 
$25  million  to  $50  million 
sales  range — like  those 
profiled  in  the  Forbes  fea- 
ture The  Up-And-Comers 
seep.  109). 

Explains  Merton:  "Be- 
fore the  abolition  of  ex- 
change controls,  there 
were  only  two  interna- 
tional oil  companies  [that 
British  investors]  were 
free  to  invest  in:  Shell  and 
British  Petroleum.  Now, 
with  the  abolition  of  con- 
trols, we  can  evaluate 
American-based  oil  stocks 
Dn  the  same  basis  that  we 
ipply  to  the  two  British 
ail  companies.  We  are  able 
to  diversify  the  oil  sector 
Df  our  portfolio  better. 

"In  the  case  of  high- 
technology  stocks,  we  can 
make  investments  in  the 
J.S.  that  simply  cannot 
3e  made  in  Britain.  In  this 
country,  if  you  want  to 
3uy  high-technology 
stocks,  your  choice  is  ex- 
tremely limited.  But  in 
the  U.S.  market  you  can 
:ind  one,  two,  probably 
three    companies,  each 
specializing  in  a  single 
ligh-technology  activ- 
ity. .  .  .  And  even  among 
the  very  good  technology  companies,  In- 
tel and  Texas  Instruments  for  example, 
price/earnings  ratios  have  been  falling 
Dver  the  years  as  dividends  and  earnings 
lave  risen. 

"As  for  the  smaller  American  compa- 
nies, we  like  them  because  they  are 
simply  more  dynamic,  less  mature  than 
the  giant  U.S.  firms.  We  have  very  good 
contacts  among  American  regional 
brokers,  and  we  feel  that  we  are  among 
the  first  to  hear  good  ideas  from  them. 
We  also  like  the  smaller  companies  be- 
cause they  have  the  enormous  U.S. 
lome  market.  You  know,  people  here 
ire  beginning  to  realize  that  with  all  the 
swings  and  roundabouts  in  foreign  ex- 
change rates,  exporting  is  not  fun.  A 
large  home  market  like  America's  is  a 
/ery  good  thing  to  have." 


Get  'em  while  you  can! 

In  contrast  to  his  peers  at  NCB  and 
Robert  Fleming,  Director  Anthony  Ar- 
naud  at  Touche  Remnant  &  Co.  is  a 
definite  bull.  "You  might  call  this  cow- 
ardly," he  told  Forbes,  "but  I  can  never 
call  a  market  precisely.  So  I'd  rather  get 
in  ahead  of  the  crowd."  Cowardly?  No, 
smart.  In  any  case,  Arnaud  thinks  now  is 
the  time  to  get  into  the  U.S.  market. 

Touche  Remnant  &  Co.  (founded  by 
19th-century  Scottish  financier  Sir 
George  Touche,  also  father  of  accounting 
firm  Touche  Ross)  manages  12  invest- 
ment trusts  and  pension  funds  with  over 


Robert  Fleming  £  Co.  Chairman  William  Merton 

Three  V.S.  stock  groups  interest  him  most:  U.S.  based  internation- 
al oils,  high-technology  firms  and  smaller  regional  companies. 

$1.6  billion  in  assets.  Only  15%  or  so  of 
that  is  now  overseas — about  half  in  the 
U.S. — but  Arnaud  says  he  expects  the 
figure  to  climb  sharply — to  30%  or  more 
in  the  case  of  the  fund  he  manages — with 
the  initial  commitments  to  come  within 
the  next  six  months.  Like  William  Mer- 
ton and  Charles  Nunneley  at  Robert 
Fleming  &  Co.,  Arnaud  plans  to  invest  in 
Japanese  stocks.  But  most  of  the  extra, 
he  says,  goes  into  U.S.  equities. 

Arnaud's  brief  for  U.S.  shares  is  based 
largely  on  the  very  thing  that  many  ob- 
servers believe  drove  the  market  down  in 
the  first  place:  ERISA,  the  Employee  Re- 
tirement Income  Security  Act  that  was 
passed  in  1975.  Arnaud  figures  that  U.S. 
pension  fund  managers  dove  for  safety  in 
long-term  bonds.  Some  safety!  "I  do  not 
understand  how  U.S.  pension  fund  man- 


agers can  justify  their  massive  invi 
ment  in  bonds  that  have  tio  real  rate 
return.  I'd  like  to  see  somebody  sue  th 
under  ERISA  for  those  supposedly  s 
investments." 

Some   day   soon,    Arnaud  belies 
ERISA-cowed  fund  managers  will  c» 
cede  their  mistake  and  swing — proba 
en  masse — out  of  bonds  and  into  stoc 
In   anticipation,   Amaud   is  shopp 
around  for  the  stocks  he  believes 
herd  will  swing  into:  "Your  old-fa: 
ioned     growth  stocks — your  IB1> 
American  Home  Products,  your  Avon 
Arnaud,  a  chartered  secretary  (a  ki 
of  M.B. A. -lawyer  in  or. 
hunches  forward  to  dr 
home  his  point:  "Ha 
you    seen     what  th 
stocks  have  done  over  t 
last  10  or  12  years?  Let  i 
show  you.  Here,"  he  p 
duces  a  book  of  U.S.  co 
pany    charts.  "Look 
IBM,  for  example.  0\ 
the  last  12  years  IBN 
earnings  line  has  climb 
constantly,  at  around  14 
annually.  Dividends  hai 
grown  20%  annually.  B 
its  price  is  basically  flal 
He    flips  through 
charts.  "International  Fl 
vors  &.  Fragrances,  it's  rJ 
low  even  its  1974  pric 
It's  almost  as  bad  wi, 
Emerson     Electric.  C 
McDonald's;   since  19 
its  price  is  flat  while  ear 
ings  are  up  fivefold 
these  stocks  have  gradu 
ly  been  getting  cheap 
and  cheaper.  Of  couri 
they  were  overvalued 
the  late   1960s.  But 
some  point  you  wonder 
they  aren't  about  as  che 
as  they'll  ever  get."  Oth 
Arnaud  favorites:  Mob 
Schlumberger  and  Tex 
Eastern,  the  latter  esp 
daily  for  its  stake  in  North  Sea  oil. 

Is  Arnaud  not  worried  by  America 
raggedy  energy  policy,  its  soaring  infl 
tion,  the  risk  that  Teddy  Kennedy  wi 
make  it?  He  is,  but  not  obsessively 
He  feels  America  has  made  mistakes,  bi 
not  to  the  extent  Britain  and  other  cour 
tries  have.  "America  can  reverse  its  mi 
takes  much  more  quickly." 

For  that  reason,  plus  his  trader's 
stinct  that  a  turning  point  is  near,  Ai 
naud  is  getting  ready  to  take  a  plunge 
Wall  Street  is  too  absorbed  to  see  th 
bargains  at  its  feet,  he  figures  The  Stree 
will  eventually  wake  up.  "Perhaps  her 
in  London,"  says  Arnaud,  "we  are  bette 
placed  to  know  the  best  time  to  get  int 
the  American  market."  Then  reflectivel 
he  adds:  "Perhaps  not.  But  as  I  said,  I 
rather  be  early  than  late."  ■ 
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£  £  At  Manufacturers  Hanover, 
we're  ready  for  the 
'exciting  eighties'  in 
correspondent  banking. 
As  urban  and  community 
banks  across  the  U.S. 
come  to  expect  more  from  their  vital  link  in 
the  nation's  financial  capital,  we're  prepared 
to  deliver  more-not  only  the  technology 
to  answer  their  needs  but  the  talent  to 

anticipate  them.  55  Llewellyn  Jenkins,  Vice  Chairman 

Manufacturers  Hanover  Trust  Company 


From  Portland  to  Portland, 
Manufacturers  Hanover 
is  known  as  America's 
premier  "banker's  bank." 

It's  truer  today  than  in  decades  past.  Banks  of  all 
sizes  in  all  parts  of  the  country,  from  Maine  to  Oregon 
need  a  New  York  correspondent  as  dynamic  as  the 
money-center  itself. 

Now,  as  then,  Manufacturers  Hanover  fits  the  rok 

At  MHT,  we've  always  regarded  correspondent 
banking  as  one  of  our  major  lines  of  business  Our  com 
mitment  shows.  Some  2,700  banks  across  the  U.S.,  am 
more  than  1,700  banks  outside  the  U.S.,  use  the 
correspondent  services  of  MHT. 

People:  The  heart  of  the  matter. 

For  all  the  technology  and  growing  sophistication  c 
modern  banking,  correspondent  relationships  are  still  a 
one-to-one  business. 

The  men  and  women  who  bring  MHT  to  the  Mai: 
Streets  of  America  are,  first  and  foremost,  bankers — 
knowledgeable  about  the  inner  workings  of  the  most 
complex  services.  They're  equally  knowledgeable,  too, 
about  banks  and  businesses  in  the  geographic  area 
they  cover. 

Products:  The  basics  ...  and  then  some. 

MHT  has  the  diversity  and  flexibility  to  provide 
exactly  what  you  need. 

For  large  urban  banks,  we  may  assume  dozens  of 
correspondent  duties — from  securities  processing  to 
Eurocurrency  transactions.  For  medium-sized  banks,  ou 
role  may  take  a  different  slant — as  participant  in  a  loar 
or  as  Indenture  Trustee  on  debt  issues.  For  small  com 
munity  banks,  we're  a  big  help  in  many  special  ways— 
perhaps  as  municipal  paying  agent  or  the  source  of 
employee  benefit  programs. 

Operations:  The  power  behind  the  scenes. 

When  representatives  of  MHT  come  calling,  they 
carry  with  them  all  the  operational  strengths  and 
worldwide  facilities  of  a  545-billion  organization. 

Over  the  years,  MHT  has  made  a  substantial  invesi 
ment  in  manpower  and  hardware  to  develop  systems  fc 
more  efficient  operations.  To  name  just  two:  IMPACJ1 
for  computcr-to-computer  monitoring  of  securities 
transactions  and  TRANSFND,™  a  communications- 
based  cash  management  system. 

Also,  every  time  you  deal  with  an  individual 
MHT  Calling  Officer  you  deal  with  a  bankful  of  dedicate 
support  people.  As  big  as  we  are,  we're  organized  in 
such  a  way  that  you  always  know  whom  to  contact  lor 
action  on  any  specific  service. 

Outlook:  The  prospect  of  the  '80s. 

It  didn't  happen  overnight  that  Manufacturers 
Hanover  became  America's  premier  correspondent  ban! 
And  it  didn't  happen  by  chance. 

We  built  our  reputation  with  care  and  deliberatioi 
over  a  period  of  decades.  We  did  it  with  a  perception 
and  vision  of  what  banks  around  the  country  wanted, 
needed  and  expected  from  a  New  York  correspondent. 

The  challenge  of  an  increasingly  complex  and  corn 
petitive  world  of  banking  is  sure  to  continue  in  the  'MO: 

We're  primed  for  it. 

MANUFACTURERS  HANOVEJ 


A  checklist  of  services  offered  by 
America's  premier  correspondent  bank. 


curities 


PAC™  Securities  System . . .  Depos- 
y  Processing  (DTC)  . . .  Safekeep- 
. . .  Security  Drafts  . . .  Coupon 
lection 

sh  Letter  Services 

ly  Bird  Relay — helicopter  service 
n  LaGuardia  Airport  to  beat  the 
AM.  Clearing  House  deadline. 

:ellent  availability7  through  our  cash 
zr  express  services. 

lployee  Benefit  Programs 


dlable  singly  or  in  combination, 
jred  for  the  size  and  needs  of  each 
itution. 

ital  Assistance  Plan  . . .  Group  Life 
urance  Plan  . . .  Group  Major  Med- 
Plan  ...  Long-Term  Income  Pro- 
ion  Plan  . . .  Retirement  Program 

rporate  Trust 

BT^ERVICES:  Trustee  . . .  Regis- 
and  Paying  Agent  . . .  EQUITY 
^VTCES:  Transfer  Agent  ... 
;istrar  . . .  Dividend  Reinvestment 
:nt ...  MUNICIPAL  PAYING 
ENT  SERVICES  ...  ISSUING 
ENT  SERVICES— CERTIF- 
IES OF  DEPOSIT  AND 
MMERCIAL  PAPER  . . . 
^ROW  SERVICES 


International  Services 

Available  through  our  New  York  head- 
quarters and  an  extensive  international 
network  of  branches  and  affiliates. 

EXPORT/IMPORT  SERVICES 
AND  FINANCING:  Commercial 
Letters  of  Credit  . . .  Reimbursement 
Letters  of  Credit  ...  Export/Import 
Letters  of  Credit  . . .  MONEY 
TRANSFER  SERVICES:  Foreign 
Remittance  . . .  International  Money 
Orders . . .  Foreign  Currency  Banknotes 
Bought  and  Sold  . . .  OTHER  INTER- 
NATIONAL SERVICES:  Euro- 
dollar/Eurocurrency Transactions  . . . 
International  Bank  Statement  Spreads 
. . .  Foreign  Credit  Information  . . . 
Foreign  Exchange  Trading  . . .  Inter- 
national Asset  Management 

Portfolio  and  Investment 
Banking 

Bankers  Acceptances . . .  Federal  Funds 
. . .  Repurchase  Agreements  . . .  MHC 
Commercial  Paper  . . .  Other  Com- 
mercial Paper . . .  Certificates  of  Deposit 
...  Municipal  Securities  ...  U.S. 
Government  Securities  and  Federal 
Agency  Issues  . . .  Investment  Counsel- 
ing Program  for  Correspondents 

Personal  Trust 

Professional  Investment  Research/ 
Computer  Aided  (PIR/C)  . . .  Personal 
Trust  Service  . . .  Trust  Development 
Course  —  Personal  Financial 
Planning  Program  . . .  Fixed  Income 
Research  Strategy  Trends  (FIRST) 


Credit  Services 


Participations/Overlines  . . .  Real  Estate 
Participations  . . .  Loans  to  Bank 
Holding  Companies  . . .  Reserve 
Position  Loans 

Manufacturers  Hanover 
Commercial  Corporation 

Factoring  . . .  Commercial  Financing 

Manufacturers  Hanover 
Leasing  Corporation 


For  the  entire  spectrum  of  leasing 
and  equipment  financing  services 
which  are  offered  in  multiple 
currencies  worldwide. 

General  Banking 

TRANSEND™ — a  communications- 
based  cash  management  system  that 
provides  information,  analytical  and 
on-line  initiation  services  . . .  Due 
From  Account  . . .  Domestic  Collection 
. . .  Money  Transfer  &  Wire  . . .  Bank 
Money  Orders  . . .  Register  Checks  . . . 
Money  Orders  Reconcilement  . . . 
Gift  Checks  . . .  FINTECH 

Other  Services 


Business  Credit  Investigations  . . .  New 
Business  Referrals  . . .  Travel  Service/ 
Personal  Service  . . .  Sales  and  Product 
Knowledge  Program  . . .  Marketing 
Consultant 


Member  FDIC 


New  and  yours  for  the  asking . . .  this  descriptive, 
20-page  guide  to  the  correspondent  services 
of  Manufacturers  Hanover. 


To  get  your  copy  of 
this  detailed  brochure — 
or  for  the  answers  to  any 
questions  regarding  our 
correspondent  services — 
ask  your  Manufacturers 
Hanover  Calling  Officer. 


Or  call  or  write: 
Donald  E.  Paul,  Vice 
President,  National 
Division,  Manufacturers 
Hanover,  350  Park  Avenue, 
New  York,  N.Y.  10022. 
Tel:  (212)  350-6604. 
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'eep  aside  the  soot  and  ashes  of  mediocre 
feguard  Industries  and  you  have  something 
dy  impressive — Safeguard  Business  Systems. 


Cinderella 


The  Up-And-Comers 


^  ROM   ALL  OUTWARD  APPEARANCES, 

$135  million  (sales)  Safeguard  In- 
dustries in  King  of  Prussia,  Penna. 
ust  another  doggy  little  conglomer- 
-an  impoverished  hodgepodge  of  re- 
ement  auto  parts,  business  forms  and 
mputer  service  bureau.  Leveraged  to 
hilt  (long-term  debt  has  averaged 
'o  of  capitalization),  the  company  has 
raged  just  9.2%  on  stockholders'  eq- 
j  over  the  past  five  years — a  poor  rec- 
in  any  league.  Last  year's  earnings  of 
5  million  were  only  42%  higher  than 
$3.2  million  the  company  earned  in 


1970.  In  short,  not  much  to  brag  about. 

But  Safeguard  Chairman  Warren  V. 
(Pete)  Musser,  52,  who  has  headed  the 
company  for  25  years,  doesn't  see  a  mini- 
conglomerate  with  a  lousy  track  record 
and  an  indifferent  future.  He  sees  an  Up- 
And-Comer.  Strip  away  the  soot  and 
ashes  from  his  company,  he  argues,  and 
what  will  emerge  is  Cinderella. 

Pete  Musser  is  right.  In  January,  if  the 
Internal  Revenue  Service  gives  its  bless- 
ing, as  expected,  with  a  tax-free  spinoff, 
something  well  worth  all  the  sword-wav- 
ing of  the  company's  centurion  trade- 


mark will  be  spun  off  from  Safeguard 
Industries:  Safeguard  Business  Systems, 
a  business  that  has  been  growing  25%  to 
30%  in  sales  and  earnings  for  15  years 
straight.  With  estimated  1979  sales  of 
$90  million  and  net  profit  of  $6  million, 
it  routinely  earns  better  than  40%  on 
stockholders'  equity  and  enjoys  a  com- 
manding lead  in  a  huge,  difficult-to-enter 
and,  as  yet,  largely  untapped  market. 

The  basic  product  on  which  Safeguard 
Business  Systems  is  based  couldn't  be 
more  mundane.  It's  a  folding  double 
notebook  system  with  checks  that  have 
carbon  stripping  on  the  back  to  permit 
simultaneous  notation  on  business  rec- 
ord forms  beneath  the  checks.  Costing 
just  $150  apiece,  it  is  ideal  for  small 
businessmen  who  can't  yet  afford  com- 
plex accounting  machines  or  computers. 
As  their  accounting  requirements  be- 
come more  complex,  Safeguard  is  there 
with  an  inexpensive  computer  service 
bureau.  It  has  been  closely  following  de- 
velopments in  solid-state  microprocess- 
ors in  order  to  be  on  top  of  that  market  as 
the  hardware  works  its  way  down  the 
price/learning  curve. 

Although  Safeguard  Business  Systems 
already  has  500,000  customers  who  use 
the  notebook  system  and  is  at  least  four 
times  as  big  as  its  competitors — the 
McBee  Systems  division  of  Litton  Indus- 
tries, Shaw-Walker,  Burroughs  and  Reyn- 
olds &  Reynolds — Musser  argues  that  the 
potential  market  hasn't  even  begun  to  be 
tapped.  After  all,  there  are  in  the  U.S.  an 
estimated  10  million  or  so  small  busi- 
nessmen with  fewer  than  20  employees. 


E 


Menard  Industries  Chairman  Musser  (right)  and  President  Bell  (left) 
now  a  lot  of  executives  would  have  trouble  understanding  why  we'd  separate." 
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Pete  Musser  explaining  the  proposed  spinoff 
"A  very  liveable  balance  sheet." 

The  trick,  of  course,  is  finding  those 
small  businessmen  efficiently,  and  Safe- 
guard has  mastered  that  trick  with  an 
ingenious  method  for  powerfully  moti- 
vating its  sales  force  at  a  manageable 
cost.  More  important,  perhaps,  Safeguard 
has  already  gone  through  the  long  and 
painful  process  of  building  up  a  critical 
mass  of  repeat  business.  Today,  Musser 
figures  he  can  count  on  repeat  sales  gen- 
erating at  least  two-thirds  of  next  year's 
sales  volume  in  Business  Systems,  as- 
suming the  usual  25%  to  30%  growth 
rate.  It  is  for  such  reasons  that  Safeguard 
Industries'  common  trades  these  days  at 
a  fancy  14  times  earnings. 

Curiously,  no  one  could  be  more  sur- 
prised by  this  than  Pete  Musser  himself. 
It  isn't  at  all  the  kind  of  growth  company 
he  was  looking  for  when,  in  1954,  he 
embarked  upon  his  quest  as  a  young  27- 
year-old  stockbroker  with  $300,000 
raised  from  clients.  Back  then,  he 
thought  his  Up-And-Comer  <  >wth  com- 
pany would  be  something  li  ke  cable  tele- 
vision. His  instincts  were  quite  right,  of 
course — but  he  was  way  our  of  his  depth 


financially.  "We  were  one  of  the  pioneers 
in  that  industry,"  he  says  cheerily,  trying 
hard  not  to  look  wistful.  "But  we  just 
didn't  have  enough  money  to  follow  it 
through." 

Nine  years  later,  in  1963,  Musser  was 
forced  to  sell  his  cable  system  (which 
today  is  part  of  a  promising  public  com- 
pany called  Comcast)  and  retreat  to  a 
tiny  checkwritmg  machine  and  busi- 
ness-forms business  with  his  old  room- 
mate from  Lehigh  University,  Vincent 
G.  (Buck)  Bell  Jr.,  a  genial,  methodical 
man  with  an  engineering  background. 
Sales  of  the  machines  for  writing  pay- 
checks with  linear  perforations  (so  un- 
scrupulous people  wouldn't  give  them- 
selves a  "bonus")  had  been  going  no- 
where. "I'm  not  sure  why  we  bought  the 
company,"  Musser  laughingly  concedes. 
"It  was  in  the  red.  The  machines  never 
wear  out.  It  was  just  available,  I  guess." 
To  boost  sales  of  checkwriting  ma- 
chines, Musser  and  Bell  added  a  little 
folding  notebook  that  still  comprises 
75%  of  Safeguard  Business  Systems' 
business.  At  the  time,   it  was  doing 


$300,000  in  sales.  Accounting  syst 
had  to  compete  in  a  crowded  marke 
Musser  aimed  at  the  hardest  marke 
reach — the  corner  drugstore  and 
neighborhood  dentist.  In  1963  he  t 
the  money  from  the  sale  of  his  c 
television  business  and  integrated  b 
ward  into  printing. 

By  1965,  however,  Musser  was  cha 
ing  at  the  bit.  There  he  was  in  the  m 
of  a  roaring  bull  market  and  Safegi 
was  going  nowhere.  "We  might  1 
been  making  $200,000  pretax  on  sal< 
$2  million,"  he  says.  "Dealing  in  J 
orders  is  avery  hard  way  to  grow." 

So  Musser  tried  what  the  stock  mai 
seemed  to  like  at  the  time:  He  took  2 
from  Gulf  &  Western's  Charlie  Bluhc 
and  became  a  conglomerate — even  ta 
point  of  starting  out  in  replacement ; 
parts.  "Bluhdorn  started  with  Mich; 
Bumper,"  says  Pete  Musser,  flashiit 
boyish  grin.  "So  we  bought  Hub  ( 
Iron  Co.  in  Aberdeen,  S.  Dak." 

Wall  Street  ate  it  up.  In  1967  Safegi 
Industries,  now  doing  all  of  $8  millio 
sales,  went  public.  "The  stock  came 
at  $10  a  share,"  Musser  recalls.  "Eq 
Research  Associates  happened  to  be) 
ing  our  one-write  accounting  sysl 
They  came  out  with  a  comment  abou 
interesting  company  just  going  publl 
'We  like  their  accounting  system'^ 
that's  about  all  they  had  to  say.  1 
months  later  the  stock  was  selling  a 
times  earnings." 

Well,  you  wouldn't  expect  a  guy 
Musser  to  sit  around  nickel-and-din 
his  way  with  folding  notebooks  when 
stock  was  in  the  stratosphere.  Set 
rushed  out  and  bought  around  30  dil 
ent  companies  over  the  next  three  ye 
"It  was  a  little  too  fast!"  laughs  Mu 
good-naturedly.  "It  was  wild!"  says  1 
softly,  grinning  and  shaking  his  heai 
wonder.  Musser  gives  a  room-shal 
guffaw. 

Rapid  as  they  were,  however,  Mus; 
acquisitions  were  less  than  random, 
the  auto-parts  business  he  bought  a 
ton  company,  a  valve  company,  an) 
pump  company,  a  power  transmisi 
company  (his  market  there  is  mainly 
dustrial),  a  metal-finishing  business 
a  remanufactured  auto-parts  busin 
He  added  a  small  data-processing  ser 
bureau  to  the  business-systems  divis 
And  he  bought  a  string  of  "marke 
services"  companies  making  everytl 
from  metal  racks  to  cloth  emblems. 

By  1970  Musser  was  riding  high.  S 
guard  was  up  to  $70  million  in  sales 
earning  a  respectable  16.2%  on  eq 
(down  from  22.4%  the  year  before), 
was  flying  all  over  the  country  in 
company  plane  (he  still  logs  at  lea 
couple  of  hours  a  week  in  Safegu; 
new  twin-engine  Cheyenne),  sumrr 
ing  divisional  heads  back  to  headquai 
to  get  acquainted  by  performing  skitf 
this  day  there's  a  sword  on  his  office 
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EXPENSE  AND  TIME  REPORTING  PROCEDURES 


PROCEDURES  -     .      I  ii 


The  \jxpense  and  Titt^jteport  fonrTPts  used  in  reporting  both  Client 
Itour-sYand  Expenses.    TTUB  fuim  inLEt  be.  corrpleted  and  turned  in  to  the 
Cash>«*Yto  later  than  noon  of  the  se<x>nav~wDrkirig  day  following  the  15th 
an<f  31  ft  of  each  nonth. 
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The  Want  Department  Head  saw  the  report, 
revisions. 

Etc.,  etc.,  etc.  ,  ■ 

To  help  you  cope  with  successes  bke  these 

faj*  *«c  are  Lox  dtsp kfflV^ 
Since  they  make  revisions  much  taster  than 
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WWch means  a  major  savnigs  of  time  and  money  for 

Well  show  you  how  Xerox  can  ottci  sysic 
perfectly  suit  your  typing  and  revising  needs. 

Whether  your 
needs  are  minor. 

Or  "minor." 


XEROX 


Mn  Alaska, Hawaii  c 


>r Texas,  call  con 
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that  was  presented  to  him  as  "Number 
One  Centurion"  at  one  such  skit). 

But  the  playacting  ceased  in  a  hurry 
that  year  as  the  economy  contracted. 
Musser  decided  to  get  out  of  marketing 
services,  some  of  which  had  plunged  into 
the  red.  He  discovered  that  the  only  way 
Safeguard  could  get  most  of  its  invest- 
ment out  of  such  companies  in  an  eco- 
nomic downturn  was  by  retaining  a  large 
minority  stake.  Buyers  felt  more  com- 
fortable that  way. 

As  earnings  continued  to  falter 
through  the  mid-Seventies,  Musser 
learned  another  lesson.  Wanting  to  re- 
tain control  of  Safeguard  with  his  own 
8.2%  equity  position,  he  had  shunned 
large  diluting  stock  acquisitions  in  the 
Sixties.  He  came  to  regret  not  having 
made  larger  acquisitions.  "It  was  an  op- 
portunity we  didn't  exploit,"  he  says. 

"The  smallest  acquisition  we  would 
consider  today  is  $20  million  in  sales," 


Buck  Hell  reminisces 


"it  was  wildr 

Musser  says,  "because  at  that  level  you 
can  sustain  at  least  a  five-man  senior 
management  team.  But  our  standard  ac- 
quisition back  then  might  have  been  $3 
million  in  sales  with  an  entrepreneur 
manager  who  then  retired.  When  we 
tried  to  put  in  a  regular  management 
team,  we  wound  up  adding  too  much 
overhead  to  the  business." 

As  a  former  stockbroker,  this  surprised 
Musser.  "The  one  thing  I've  learned  is 
the  importance  of  management,"  he 
says.  "That  aspect  didn't  register  with 
me  at  all  as  a  financial  man.  I  wasn't 
aware  of  the  difficulty  of  managing." 

Only  three  years  ago  did  it  finally 
dawn  on  Musser  that  the  cash  thrown  off 
by  the  dull,  plodding  little  business-sys- 
tems folding-notebook  business  was  sup- 
porting everything  else — and  was  itself 
getting  to  be  of  significant  size.  "If  any- 
one had  said  to  me  five  years  ago  this 
would  be  a  half-billion  or  billion-dollar 
business  with  products  and  services,  I'd 
have  chuckle d  a  little,"  he  admits.  "I  had 
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a  hard  enough  time  thinking  it  would 
ever  be  a  $100  million  business.  Every- 
body in  the  business  just  felt  that  on 
$150  orders  you  couldn't  build  a  business 
like  this.  But  it  was  the  repeats.  The 
momentum  just  kept  building." 

Musser  and  Bell  can  take  credit  there 
for  a  particularly  shrewd  marketing  ap- 
proach. Borrowing  a  leaf  from  the  insur- 
ance industry's  book,  they  offered  Busi- 
ness Systems  salesmen  all  the  repeat 
business  on  any  sales  they  made  as  long 
as  they  were  distributors.  Because  no 
franchise  was  being  offered,  there  was  no 
charge  for  that  opportunity.  This  sort  of 
independence  and  potential  security  in 
old  age  attracted  experienced  salesmen 
from  rival  companies — men  who  had 
sufficient  savings  to  tide  them  over  the 
lean,  building  years  and  numerous  valu- 
able contracts. 

To  reach  small  businessmen  as  effi- 
ciently as  possible,  Safeguard  distributors 
(they  are  independent  businessmen 
themselves)  work  mainly  through  their 
accountants  (although  banks  are  an  in- 
creasing source  of  referrals,  too).  So,  to  a 
large  extent,  new  business  is  at  least 
partly  "presold"  by  the  accountant.  Buck 
Bell  has  also  achieved  major  economies 
of  scale  in  the  manufacturing  process 
through  standardization. 

But  now,  as  Musser  surveyed  Safe- 
guard Industries,  the  Business  Systems 
divisions  looked  like  a  gold  mine.  The 
"tortoise,"  his  friend  and  head  of  Busi- 
ness Systems  Buck  Bell,  had  raced  past 
Musser  himself — the  deal-making 
"hare."  Other  chief  executives  in  such 
an  awkward  situation  might  have  clung 
jealously  to  the  promising  division.  "I 
know  a  lot  of  executives  would  have 
trouble  understanding  why  we'd  separate 
if  only  for  sheer  size  considerations," 
says  Musser.  "The  answer  is  the  only 
reason  we're  doing  this  is  for  the  share- 
holder." Another  reason  Musser  decided 
to  spin  off  Systems  is  that  he  realized 
that  way  the  hare  could  applaud  the 
speed  of  the  tortoise  in  exchange  for  a 
chance  (a  cleaned-up  balance  sheet)  to 
reenter  the  race. 

Opportunity  knocked  when  Ger- 
many's giant  Metallgesellschaft  ap- 
proached Safeguard  early  last  year  with 
an  offer  to  buy  out  the  new  auto-parts 
business  (as  opposed  to  the  less  capital- 
intensive  and  far  less  profitable  remanu- 
factured-parts  business).  First,  Musser 
agreed  to  sell  the  Germans  only  a  50% 
interest  in  Safeguard's  new-parts  busi- 
ness. "We  sold  them  that  for  a  little  more 
than  our  total  net  worth,  roughly  $10 
million,"  he  says,  smiling  to  ease  the 
pain  of  his  explanation,  "and  then  rein- 
vested $1  million  in  the  joint  venture. 
Pretty  good!  We  think  we  can  make  a  lot 
more  off  that  $1  million  investment  than 
we  could  by  selling  100%  for  a  few  mil- 
lion more."  Especially  when  one  is  sell- 
ing a  small  company  in  a  capital-inten- 


sive industry  to  a  well-heeled  giant  vJ 
superior  technology. 

Now,  Musser  reasoned,  if  Safegu 
Business  Systems  were  spun  off,  ti 
would  leave  Industries  with  a  $50  milu 
business  earning  8%  after  tax.  "Thl 
low,"  Musser  acknowledges  immedii 
ly.  "But  don't  forget  we  have  about  \ 
million  out  of  Industries'  total  assed 
$51  million  in  nonworking  assets  t 
the  emblem  business  that  it  will  tak) 
few  years  to  either  turn  around  or 
that's  not  possible,  liquidate." 

But  what  about  all  that  debt?  (Rema 
ber,  Safeguard  Industries  before  the  C 
posed  spinoff  has  close  to  a  1-to-l  da 
to-equity  ratio,  and  most  of  the  debt 
plies  to  the  far  more  capital-inteng 
auto-parts  business.)  Why  not  take  so( 
of  the  retained  earnings  from  Busini 
Systems  and  pay  down  roughly  hall 
Industries'  debt?  Of  course,  thouj 
Musser,  that  would  sharply  reduce  stol 
holder  equity  in  Business  Systems 
that  it  would  be  earning  a  projected) 
million  next  year  on,  say,  $14  millior 
equity — a  staggering  57%  return.  Ok 
suppose  we  issue,  say,  $5  million  in  5 
ferred  stock  to  raise  Systems'  equity  b; 
close  to  $20  million  (so  that  return} 
equity  would  fall  to  "only"  40%).  1 
Systems  didn't  really  need  that  cash 
current  operations.  So  why  not  throw) 
additional  $4  million  in  "special  dj 
dends"  (for  legal  purposes,  not  from 
same  $5  million  raised  by  the  prefers 
against  Industries'  remaining  debt  j| 
before  the  spinoff?  That  would  leave 
dustries  with  a  very  "liveable"  balai 
sheet  [i.e.,  one  that  could  take  on  m 
debt  for  acquisition  purposes  or  futj 
expansion)  and  give  Systems  its  freedJ 
on  a  realistic  basis — after  all,  SysteB 
cash  flow  could  make  up  that  $5  millj 
in  a  year's  time. 

At  the  moment  Pete  Musser  is  try] 
to  negotiate  partial  leveraged  buyoi 
with  the  executives  in  his  money-losi 
remanufactured  auto-parts  busine 
This  would  not  significantly  reduce  1 
company's  assets  and  hence  force  Indl 
tries  into  the  range  of  the  Investmfl 
Company  Act  (which  would  happen 
more  than  40%  of  its  gross  assets  w 
held  in  the  form  of  shares  in  other  co 
panies).  All  of  which  will  leave  Musi 
with  the  remnants  of  Safeguard  Indi 
tries  and  a  little  cash,  and  Bell  with  I 
And-Comer  Safeguard  Business  Systen 

Musser  flashes  a  boyish  grin.  He's  \ 
ing  back  to  his  first  love — being  a  "dl 
man,"  he  says.  And  what  deals  will 
do?  Well,  Musser  hasn't  had  much  til 
to  think  of  that. 

What  he's  looking  forward  to  nowi 
the  satisfaction  of  watching  the  busin< 
world's  reaction  when  they  first  cat) 
sight  of  his  Cinderella  next  January 
that'll  show  'em.  Pete  Musser  can 
something  after  all.  Why,  he  even  knoi 
when  to  step  aside.— Geoffrey  smith 

FORBES,  NOVEMBER  26,  1' 


Anyone  with  a 
Canon, 
Konica, 
Minolta, 
Nikon, 
Olympus, 
Pentax, 
Yishica, 
or  any  other  35  mm  camera 

ould  love  this  Kodak  gift  for  Christmas. 


iCodak  Carousel  slide  projectors 


he  dependable  ones.They  keep  getting  better  and  better. 
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1946 July  31 

A  Philippine  Airlines  DC-4 
rolled  down  the  runway  at 
Manila  International  Airport, 
lifted  off  smoothly  for  San 
Francisco  and  launched  the  first 
trans-Pacific  service  of  any 
A  sian  airline  —  the  first  of  many 
firsts  for  Philippine  Airlines. 
The  first  Asian  airline  to  fly 
internationally,  first  to  Europe, 
first  to  fly  daily  between 
North  America  and  Manila. 

The  first  to  introduce 
Western  business  travelers  to 
the  Orient.  And  vice  versa. 


Today,  Philippine 
Airlines— the  first  airline 
in  Asia— offers  the 
last  word  in  747's. 
An  entirely  new 
concept  in  bus- 
iness air  travel 
for  the  Ws. 


of     wider,  deeper-reclining 
easy  chairs  in  our  special 
Executive  Class  section. 
Fine  French  champagne  and 
cocktails  are  complimentary 
and  the  in-flight  attention  is 
more  like  First  Class 
than  Coach. 

When  you  fly  Philippine 
Airlines'  daily  74  7 "s  First 
Class  from  San  Francisco 
to  Manila  via  Honolulu, 
you  can  reserve  a  full- 
length  bed  on  our  upper 
deck  sleeper 
lounge 
for  a 
minimal 
extra 


charge.  PAL's  new  74\ 
offers  more  sleeping 
than  any  other  airlint 
world.  H!  That  mean 
have  a  better  chance 
reserving  a  bed  on  P* 
than  on  any  other  air 
When  you're  reat 
get  up  and  move  arm   . ,,. 
you  11  appreciate  our  i  ^B 


Min747k 
irirline  in  Asia. 


;  straight  staircase  for 
■access  between  decks, 
'verything  about  PAL's 
%7's  is  better  designed, 
r,  more  advanced  thanany 
747  you  can  take  on  a 
ess  trip.  Anywhere. 
' '  ''he  finest  Philippine  and 
nental  entrees  plus  our 
a  Nouvelle  Cuisine, 


med  the  finest  food  flying 
?rench  gourmet  society. 
A  neiv  entertainment 


system  specially  designed  for 
PAL's  747  that  gives  you 
wider  movie  screens,  local  TV 
shows  projected  live  onto 
your  cabin  screen  and  the 
up-to-the-minute  world 
latest  news  telecasts!        •  ■ 

Conveniences, 
amenities. 


For  businessmen,  it 's  the 
very  latest  in  trans-Pacific 
air  travel. 


From  the  very  earliest 
airline  in  Asia. 

Ph  ilippine  A  irline  s. 
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ca  tions 
tech- 
nology 
that  will 
be  designed 
into  most 
airplanes  tomorrow 
are  available  on 
Philippine  Airlines ' 
new  747's  today. 
Plus  the 
special  charm 
and  grace  of 
yesterday 
-the  1,000 
year-old 
Philippine 
tradition 
of 

hospitality. 


PhilippineAirlir 
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Asia's  first  airline 

747  introduction,  January,  1980. 


Humana's  mission  is  to  de- 
liver hospital  services  that  are 
Unequaled  in  quality  and  pro- 
duet  ivity.  To  achieve  this  objec- 
tive, Humana  has  formulated  a 
system  of  standards  and  prac- 
tices that  is  unique  in  the  hospi- 
tal industry. 

We  establish  these  standards 
by  identifying  the  values  and 
needs  of  patients  and  physicians 
in  the  critical  elements  in  each  ol 
over  thirty  hospital  processes. 
And,  then,  we  constantly  mea- 
sure quality  ol  performance  and 
productivity  against  these 
Standards. 

One  example  of  a  standard 
established  from  identifying  a 
patient   need   is  Humana's 
emergency  room  standard.  It  re- 
quires that  each 
patient  be  a t - 
t  e  n  d  e  d    b  y  a 
medical  proles- 
si  on  a  I  within 
sixty  seconds  ol 
the  patient's  ar- 
rival in  I  he  emer- 
gency room. 

Another  ex- 
ample pertains 


to  medications.  Standards  es- 
tablish stringent  time  limita- 
tions lor  delivery  of  accurate 
medications  to  the  patient. 

At  Humana  we  are  totalis 
committed  to  achieving  our 
standards.  For  two  reasons: 
more  and  better  care  for  our  pa- 
tients and  solid  profit  growth  for 
our  hospitals.  Our  commitment 
is  such  that  Humana  has  be- 
come the  largest  company  in  the 
industry 

Humana  was  founded  in  1961 
and  is  guided  by  the  same  top 
management  team  today  — a 
team  supported  in  depth  by 
experienced,  professional  man- 
agers and  administrators  at  the 
corporate  and  hospital  levels. 
Our  growth  picture  continues 

If  more  hospitals 
lived  up  to  our  standards 
theyd  give 
better  treatment  and 
make  a  better  profit. 


to  be  solid.  Over  46  percent  of 
our  hospital  capacity  is  less  than 
five  years  old  and  68  percent  has 
been  built  in  the  last  ten  years. 
So  our  hospitals  are  among  the 
most  modern  and  technologi- 
cally superior  in  the  nation. 

In  addition,  Humana's  out- 
patient services  are  growing 
even  faster  than  in-patient,  re- 
sulting in  significant  economies 
for  the  patient. 

You  will  find  our  financial 
growth  picture  as  solid  as  our 
growth  in  capacity  and  our  lead- 
ership in  setting  standards  for 
patient  care.  In  the  last  live 
years,  for  instance,  Humana 
has  achieved  a  47  percent 
compound  annual  increase  in 
revenue  and  a  3  2  percent 
compound  an- 
nual increase  in 
net  income. 

For  more  in- 
formation  about 
us,  write  Hu- 
mana Inc.,  1800 
First  National 
Tower,  Dept.  F6, 
Louisville,  KY 
40201. 
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r  from  being  rational  and  efficient,  the  stock  market  is  nearly 
ways  wrong,  says  this  writer  Which  makes  the  market  a  sitting  duck 
the  courageous — and  disciplined — contrarian. 


Why  the  experts  are 
nearly  always  wrong 


Human 
perceni 
crease 
perce 
iund  a 


stock  market  is  like  a  computer.  Its  input  is 
knowledge,  the  calculation,  the  hopes,  the 
s,  the  dreams  and  the  avarice  of  millions  of 
;stors.  Its  output  is  appropriate  prices  on 
hole  universe  of  securities.  But  you 
/  w  what  they  say  about  comput- 
icrease  ill— garbage  in,  garbage  out. 
Jilie.    ||avid  Dreman  is  a  highly  re- 
ted  Wall  Street  profes- 
i  tal  and  author  who  is 
ouwently  heading  his       jjj  •' 
He  Hi  Hi  New  York-based     ."."A  * 
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stment  firm.  He 
just   written  a 
that  goes  a  long 
toward  explain- 
why  most  inves 

professionals  in- 
ed,  generally  do  so 
rly  in  the  stock  mar- 
is i  Entitled  Contrarian  In 
t  nent  Strategy  (to  be  pub- 
i  ed  in  February  by  Random 
l.ise),  this  book  seems  des- 
jj  d  to  join  the  mere  handful 
(  tock  market  classics.  Dre- 
ja  is  not  content  to  say  that 
li  experts  are  nearly  always 

I  ng.  He  goes  further.  He  ex- 
wins  why,  given  the  prevailing 

I I  hods  of  stock  selection,  it  is 
ost    inevitable    that  they 

)i  uld  be  wrong. 

!  he  computer,  in  short,  is 


v*  CSS*  , 
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okay  but  the  input  isn't.  Garbage  in, 
garbage  out. 

By  playing  against  the  experts, 
Dreman  believes,  an  investor  can 
achieve  superior  results.  How  does 
one  do  that?  Simple.  The  stocks  the 
professionals  like  generally  com- 
mand a  superior  price/earnings  ratio; 
the  stocks  they  shun  have  lower 
price/earnings  ratios.  This  is  perfect- 
ly logical.  People  are  willing 
to  pay  more  for  stocks 
they  like  than  for 
stocks  they  don't 
like.  So,  the  smart 
contrarian  will  be 
against  the  ex- 
perts by  confining 
his  purchases  to 
stocks  bearing  the 
lowest  price/earn- 
ings ratios. 
This  chapter  from  Dreman's  en- 
grossing book  draws  both  on  psy- 
chology and  stock  market  experi- 
ence to  explain  why  the  experts  are 
always  wrong — why  they  are  the 
true  odd-lotters.  Following  is  a  list  of 
"contrarian"  stocks  generated  by  a 
computer  programmed  to  search 
out  stocks  that  meet  Dreman's  low 
P/E  criteria.  The  list  reflects  the 
mechanical  approach  he  advocates 
and  makes  for  interesting  reading. 


1 


lmost  all  of  us  have  learned  in  our 

school  days  of  classic  miscalculations   

experts  have  sometimes  made.  Lord  Cardigan  hardly 
jionstrated  the  benefit  of  an  extensive  military  background 
fen  he  led  the  Light  Brigade,  well-bedecked  with  blue  rib- 
fs  for  beautiful  horseflesh,  steeplechasing  and  musical  rid- 
|  into  the  barrels  of  300  Russian  cannon  at  Balaklava.  Nor 
1  Yale  economist  Irving  Fisher's  comment,  "Stocks  are  now 
j/hat  looks  like  a  permanently  high  plateau,"  uttered  a  few 
s  before  Black  Tuesday  1929,  the  brightest  financial  state- 
it  of  the  century.  The  same  might  be  said  for  the  political 


ight  ©  1979  by  David  Dreman.  From  Contrarian  Investment  Strategy:  The 
ology  of  Stock  Market  Success  bv  David  Dreman,  to  be  published  by  Random 
Inc. 


By  David  Dreman 


ES,  NOVEMBER  26,  1979 


judgment  of  Neville  Chamberlain,  at  Croydon 
_    Airport  upon  his  return  from  Munich,  wavinga 
document  and  shouting,  "I  bring  you  peace  in  our  time." 

The  illusion  of  expert  invincibility  is  one  that  most  of  us  put 
behind  us  long  ago.  What  has  not  been  discovered  until  recent- 
ly is  that  under  certain  conditions,  experts  err  predictably  and 
often.  There  is  a  consistency  to  the  mistakes  made  by  profes- 
sionals in  fields  as  diverse  as  psychology,  engineering  and 
publishing.  And,  as  we  shall  see,  the  conditions  for  such  errors 
are  as  fertile  in  the  stock  market  as  anywhere. 

The  problem  of  expert  failure  can  be  traced  to  man's  capa- 
bilities as  an  information  processor,  fust  how  much  informa- 
tion he  can  handle  effectively  under  varying  circumstances  has 
come  under  intense  scrutiny  in  recent  decades,  and  some  of 
the  results  are  striking.  We  will  see  that  the  vast  storehouses  of 
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data  about  companies,  industries  and  the  economy  that  cur- 
rent methods  require  the  investor  to  comprehend  may  not 
always  give  him  or  her  an  extra  "edge."  In  fact,  ingesting  large 
amounts  of  investment  information  can  lead  to  making  worse 
rather  than  better  decisions.  Impossible?  At  the  end  of  the 
chapter,  you'll  see  that  the  favorite  stocks  and  industries  of 
large  groups  of  professional  investors,  chosen  by  exactly  the 
methods  we  are  questioning,  fared  far  more  poorly  than  the 
averages  over  an  almost  50-year  period. 

To  outdo  the  market  then,  we  must  first  have  a  good  idea  of 
the  forces  that  time  and  again  victimize  even  the  pros.  Once 
these  forces  are  understood,  the  investor  can  build  defenses 
and  find  routes  that  skirt  the  pitfalls. 

Just  how  good  is  man  as  a  processor  of  information,  and 
where  does  he  run  into  trouble?  Nobel  Laureate  Herbert 
Simon,  one  of  the  pioneers  and  leaders  in  the  field,  has 
studied  both  questions  intensely  over  more  than  four  decades. 
According  to  Simon,  "Every  human  organism  lives  in  an 
environment  which  generates  millions  of  new  bits  of  informa- 
tion every  second,  but  the  bottleneck  of  the  perceptual  appara- 
tus certainly  does  not  admit  more  than  1,000  bits  per  second, 
and  possibly  much  less."  We  react  consciously  to  only  a  min- 
ute portion  of  the  information  that  is  thrown  at  us.  But  Simon 
states  that  even  the  filtering  process  is  not  a  passive  activity 
which  provides  a  pretty  reasonable  representation  of  the  real 
world,  but  "an  active  process  involving  attention  to  a  very 
small  part  of  the  whole  and  the  exclusion  from  the  outset  of  all 
that  is  not  within  the  scope  of  our  attention." 

Simon  adds:  "The  capacity  of  the  human  mind  for  formulat- 
ing and  solving  complex  problems  is  very  small  compared  with 
the  size  of  the  problems  whose  solution  is  required." 

Researchers  in  many  fields  began  to  ponder  whether  such 
cognitive  limitations  actually  existed  and,  if  they  did,  how 
they  might  affect  the  decision-making  process  in  their  own 
disciplines.  Could  they,  as  Simon  may  suggest,  result  in  a 
serious  curtailment  of  the  professional  to  carry  out  his  respon- 
sibilities effectively  in  a  complex  field? 

Some  of  the  first  experiments  in  cognitive  limitation  were 
conducted  in  the  field  of  clinical  psychology,  which,  like  psy- 
chiatry, requires  the  practitioner  to  make  complex  diagnostic 
decisions  if  proper  treatment  is  to  be  administered.  One  of  the 
pioneer  investigators  was  Paul  Meehl.  In  the  late  1940s  and 
early  1950s,  Meehl  made  20  separate  surveys  of  groups  of 
clinical  psychologists  who,  after  thorough  examinations,  rec- 
ommended treatment  for  psychotic  and  schizophrenic  pa- 
tients. The  groups  of  psychologists  made  predictions  of  how 
they  believed  the  patients  would  respond  to  the  particular 
treatment  prescribed.  These  predictions  were  then  compared 
with  the  average  recovery  rates  based  simply  on  the  standard 
treatments  in  the  past.  Meehl  expected  the  psychologists' 
diagnoses  would  undoubtedly  improve  the  prescribed  treat- 
ment and  result  in  higher  recovery  rates.  The  past  averages 
based  on  standard  treatment  would  be  the  floor  from  which  the 
effectiveness  of  the  diagnoses  could  be  gauged.  But,  in  the 
words  of  one  researcher,  "This  floor  turned  out  to  be  the 
ceiling."  The  predictions  of  the  clinicians  were  inferior  to  the 
simple  averages  in  18  out  of  20  studies  and  as  good  only  twice! 

Further  studies  showed  no  correlation  between  the 
amount  of  training  and  experience  a  clinical  psychologist 
may  have  and  his  or  her  accuracy.  Surprisingly,  one  indi- 
cated that  psychologists  were  no  better  at  interpersonal  )udg- 
ments  than  individuals  with  no  training,  and  sometimes  worse. 

Do  such  findings  extend  beyond  the  couch?  Apparently  so.  A 
group  of  radiologists  reading  X-ray  films  failed  to  diagnose  lung 
disease  30%  of  the  time,  although  the  symptoms  were  clear. 

Dozens  of  such  studies  have  made  it  clear  that  expert  failure 
extends  far  beyond  the  investment  scene.  And  the  problems 
often  reside  in  man's  information-processing  capabilities.  Cur- 
rent work  indicates  he  is  a  serial  or  sequential  processor  of  data 
who  can  handle  information  in  a  linear  manner,-  that  is,  he  can 
move  from  one  point  to  the  next  in  a  logical  sequence.  In 
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building  a  model  ship  or  a  space  station,  there  is  a  defi: 
sequence  of  procedures.  Each  step,  no  matter  how  complex  I 
particular  technology,  is  linked  to  the  preceding  step  and  I 
be  linked  to  the  succeeding  stage  until  completion. 

However,  the  type  of  problem  that  proved  so  difficult  to 
professionals  we  just  examined  was  quite  different;  h 
configural,  or  interactive,  rather  than  linear,  reasoning  I 
required  for  the  solution.  In  a  configural  problem,  the  decis 
maker's  interpretation  of  any  single  piece  of  informatj 
changes  depending  on  how  he  evaluates  many  other  inpij 
Take  the  case  of  tbe  security  analyst:  Where  two  comparj 
have  the  same  trend  of  earnings,  the  emphasis  placed ! 
growth  rates  will  be  weighed  quite  differently  depending! 
their  respective  industries  and  their  financial  strength., 
addition,  the  assessment  will  be  tempered  by  the  dividti 
trend,  the  current  payout  ratio,  profit  margins,  returns 
capital  and  the  host  of  analytical  criteria  we  looked  at  p  " 
viously.  The  evaluation  will  also  vary  with  changes  in  the  st 
of  the  economy,  the  level  of  interest  rates  and  changes  in 
companies'  competitive  environment.  Thus,  a  successful 
vestor  must  be  adept  at  configural  processing,  integrat 
many  diverse  factors,  since  changes  in  any  may  requin 
revision  of  the  total  assessment. 

Not  unlike  juggling,  each  factor  weighed  is  another  ball 
the  air,  increasing  the  difficulty  of  the  process.  How  go  - 
then,  are  professionals,  both  within  and  outside  the  invt 
ment  field,  at  conducting  this  type  of  reasoning? 

Curious  about  what  results  would  be  found  in  the  stc 
market,  Paul  Slovic,  a  respected  researcher  in  this  area,  devi 
a  test  to  see  how  important  configural  (or  interactive)  reasi 
ing  actually  was  in  the  decisions  of  market  professionals, 
one  study  13  stockbrokers  and  5  graduate  students  in  final 
were  given  8  important  financial  inputs  (trend  of  earnings 
share,  profit  margins,  outlook  for  near-term  profits,  etc.)  tl 
they  considered  significant  in  analyzing  companies.  The  oj 
mum  solution  could  only  be  found  in  a  configural  manner.  A 
turned  out,  configural  reasoning,  on  average,  accounted 
only  about  4%  of  the  decisions  made — results  roughly  equ 
alent  to  those  of  the  radiologists  and  psychologists. 

Moreover,  the  emphasis  the  brokers  initially  said  tl 
put  on  various  inputs  varied  significantly  from  w 
they  actually  used  in  the  experiment.  For  examj 
someone  considering  the  trend  of  earnings  per  share  over  ti 
most  important  might  actually  place  greater  emphasis  on  ne 
term  prospects.  Finally,  the  more  experienced  the  brokers,  i 
less  accurate  the  assessment  of  their  own  scales  of  weight: 
appeared  to  be.  The  evidence  indicates  that  most  people 
low-level  configural  processors,  in  or  out  of  the  marketplac 
In  light  of  what  we  have  just  seen,  we  might  ask  h 
dependable  current  investment  methods  actually  are.  To 
swer  this  question,  let's  look  more  thoroughly  at  the  manne: 
which  a  company  is  evaluated  by  fundamental  analysis.  S 
pose,  for  example,  an  analyst  decides  to  examine  Aetna  Lifi 
Casualty.  How  will  he  go  about  it? 

Examining  the  company's  financial  statements,  one  sees 
as  a  gigantic  operation.  In  1977  it  had  revenues  of  $8.1  billii 
$408  million  in  net  income  after  taxes,  30,700  home  off 
employees  and  24,000  agents.  It  writes  group  insurance  for  c 
out  of  ten  workers  in  the  country,  automobile  insurance  for  ■ 
million  drivers  as  well  as  homeowner's  insurance  for  1.4  rr 
lion  dwellings.  But  these  are  only  openers:  It  also  writes 
other  major  property  and  casualty  insurance  lines,  many  d( 
ens  of  different  policies  in  life,  health  and  pension  areas,  an( 
is  engaged  in  several  other,  nonrelated  ventures  as  well. 

Since  it  is  generally  accepted  that  the  most  important  det 
minant  of  value  is  an  assessment  of  the  company's  earnii 
power,  the  analyst  will  probably  start  here.  To  do  his  j 
properly,  he'll  have  to  look  at  many  dozens  and  possil 
hundreds  of  inputs. 

In  the  case  of  Aetna,  he  normally  will  review  in  some  de 
the  recent  history  and  prospects  of  each  of  its  major  lines.  If 
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10w  8  be  thorough  type — and  most  of  the  dying  species  of  institu- 
ingsteD  '  ^  ana^sts  are — ^e  8°  further,  possibly  getting  break- 
Etlon  pac;  ras  from  management  on  how  each  of  these  lines  is  faring 
■o diffi  I  )rnPortant  states.  But  much  of  the  information  he  is  able  to 

"  et  out  has  a  high  degree  of  uncertainty  attached  to  it. 
r  ent';  acts  provided  to  him  by  management  as  the  basis  for  his 
ious  estimates  are  partial  or  incomplete  at  best  and  some- 
es  prove  to  be  entirely  incorrect.  Varying  amounts  of  infor- 
ttion  are  normally  available  about  individual  lines.  Obvious- 
-  jno  company  will  relate  all  the  necessary  profit  and  loss  and 
cornpj      experience  data  to  an  outsider. 

■  '   The  analyst  may  be  told  that  the  automotive  property  line  is 

i  nicely"  or  that  automobile  liability  is  "so-so."  If  he  asks 
v  one  should  translate  a  "so-so"  or  "up  nicely"  into  a 
^onable  earnings  estimate,  more  times  than  not  he'll  be  met 
h  a  shrug  and  told  it's  corporate  policy  not  to  divulge  the 
>rmation,  and  once  in  a  while  he'll  be  told,  "That's  your 
blem." 

i cnanges u  k  anv  casC/  me  analyst  is  left  on  his  own.  He  must  rely  on 
isonal  judgment,  deciding  whether  "nicely"  means  up  10% 
%  u%i  50%,  or  "so-so"  means  flat  or  down  sharply.  Checks  can  be 
may  rep  fle  wjth  trade  sources  and  the  competition,  but  the  informa- 
l  provided  will  also  be  qualitative  and  sometimes  mislead- 
anotner bi  Thus  the  analyst's  judgment  is  extremely  important  at 
ess.  How |  jy  stage  of  the  assessment. 

sue  the  m  n  analyzing  an  insurance  company,  it  is  also  important  to 
i!  evaluate  the  appropriateness  of  the  current  rate  structure. 
Because  of  competition  and  rising  inflation,  there  is  a  large 
his  ar  ea,  ra  fnent  of  doiibt  about  how  good  rates  actually  are.  Even 
:ractive|rtj  ipany  officers  can  often  be  wrong  in  their  assessments.  In 
irofessional  1973-74  period,  for  example,  the  insurance  industry  badly 
lentsinht  ;judged  the  consequences  of  rising  inflation  in  its  property- 
.  of  earning  ialty  business  and  did  not  increase  rates  sufficiently,  taking 
rofits,  etc.j  rmous  losses  as  a  consequence.  Yet,  at  the  time,  most 

lagements  believed  their  rate  structures  were  sound, 
il  manner,  orecasting  the  earnings  of  a  large  industrial  company  is  not 
,  accounts  cn  easier.  Often  operating  in  hundreds  of  different  markets, 
roughly eo  iy  of  which  produce  intermediate  products,  sometimes  in 
asts.  to  100  separate  countries,  the  analyst  is  bombarded  with 
tially  said  icult-to-quantify  information  on  competitive  conditions, 
ntly  from  »acity  utilization  rates  and  pricing.  What  will  be  the  effect 
t.  For  exan  fFord  of  a  new  compact  introduced  by  GM  or  a  sports  car  by 
shareovei  jkswagen?  How  badly  will  DuPont  polyester  operations  be 
iphasis on;  (t  if  Celanese  cuts  prices  on  one  or  two  grades  of  polyester 
the  broken  ||  cord?  All  pertinent  information  must  be  synthesized  and 
uated  in  order  to  arrive  at  the  earnings  estimate, 
iarnings  forecasting  then  depends  on  large  numbers  of  as- 
lptions,  many  of  which  are  rapidly  changing  and  very  hard 
[uantify,  which  means  their  accuracy  is  always  in  doubt. 

ii  addition  to  the  forecasting  problems,  the  harried  analyst 
st  also  assess  the  quality  of  management,  the  company's 

sion  plans,  its  finances,  the  probable  dividend  rate,  the 
ity  of  its  accounting  and  dozens  of  other  vital  factors.  And 
stimates  are  contingent  on  general  economic  conditions, 
ch  means  correctly  gauging  the  level  of  interest  rates, 
mployment,  inflation,  industrial  production,  capital  spend- 
Mand  other  important  variables.  Economists  themselves  are 
l  iften  wrong  as  they  are  right  in  these  estimates, 
inally,  even  if  the  analyst  could  surmount  all  of  these 
:  tacles,  he  would  still  need  to  know  as  much  about  other 
lpanies  in  order  to  determine  whether  the  company  he 
se  represented  the  best  value.  Ideally,  the  professional 
ds  to  have  information-processing  capabilities  not  unlike 
se  of  a  large-scale  computer.  He  must  have  a  central  storage 
for  massive  amounts  of  information  of  a  political,  econom- 
1  ndustry,  market  and  company  nature;  he  must  update  and 
^-reference  it  as  numerous  new  and  sometimes  contradic- 
'/  developments  occur.  The  Bionic  Man  might  be  capable  of 
nuch,  but  work  in  the  behavioral  sciences  pretty  clearly 
icates  that  most  human  beings  are  not. 
ut  the  requirements  of  the  theory  do  not  end  here.  One  also 
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needs  a  very  high  level  of  configural  or  interactive  reasoning  in 
order  to  apply  different  weights  to  the  scores  of  factors  upon 
which  the  analysis  is  contingent.  And  we've  already  seen  that 
man  is  simply  not  a  good  configural  processor  of  information. 
The  reach  of  conventional  investment  theory  may  very  well 
exceed  the  grasp  of  many  of  us  to  use  it  properly.  Under 
conditions  of  complexity  and  uncertainty,  experts  demand  as 
much  information  as  possible  to  assist  them  in  decision  mak- 
ing. But  as  I've  indicated,  that  extra  "edge"  may  not  help.  A 
large  number  of  studies  have  shown  pretty  conclusively  that 
increasing  the  amount  of  information  available  to  an  expert 
decision  maker  doesn't  do  much  to  improve  his  judgment. 

In  one  experiment,  eight  veterans  of  the  racing  forms  were 
progressively  given  5  to  40  pieces  of  information  they  consid- 
ered most  important  in  picking  winners.  As  the  following 
chart  shows,  the  degree  of  confidence  rose  directly  with  the 
level  of  information,  but  the  number  of  winners,  alas,  did  not. 
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The  parallel  between  this  and  the  investment  scene  is  strik- 
ing. Wall  Streeters  place  immense  faith  in  the  detailed  analysis 
of  its  experts.  In-depth  research  houses  turn  out  thousands 
upon  thousands  of  reports,  sometimes  running  up  to  a  hundred 
pages  or  more  and  sprinkled  with  dozens  of  tables  and  charts. 
Washington  listening  posts  have  been  set  up  to  catch  the 
slightest  indications  of  impending  changes  in  government 
policies  affecting  companies  or  industries,  and  scores  of  con- 
ferences are  called  to  provide  the  money  manager  with  pene- 
trating understanding  in  dozens  of  important  areas. 

The  more  detailed  his  level  of  knowledge,  the  more  effective 
the  expert  is  considered.  A  few  years  back,  for  example,  a 
leading  investment  magazine  related  the  story  of  an  analyst  so 
knowledgeable  about  Clorox  that  "he  could  recite  bleach  share 
by  brand  in  every  small  town  in  the  Southwest  and  tell  you  the 
production  levels  of  Clorox'  line  number  2,  plant  number  3.  But 
somehow,  when  the  company  began  to  develop  massive  prob- 
lems, he  missed  the  signs."  As  in  the  case  of  the  psychologists 
and  the  experts  of  the  racing  sheets,  the  amount  of  informa- 
tion available  had  little  to  do  with  the  outcome.  The  stock  fell 
from  a  high  of  53  to  1 1 . 

This  outcome  is  unfortunately  no  exception.  To  quote  a 
disillusioned  money  manager  several  years  back:  "You  pick 
the  top  [research]  house  on  The  Street  and  the  second  top 
house  on  The  Street — they  all  built  tremendous  reputations, 
research-in-depth,  but  they  killed  their  clients."  Perhaps  in- 
depth  information  does  not  mean  in-depth  profits. 

I  hope  it  is  becoming  apparent  that  these  configural  relation- 
ships are  extremely  complex.  Investors  are  not  dealing  with  24 
or  57  relevant  interactions,  but  with  an  exponential  number. 
We  have  already  seen  how  experts  working  with  far  fewer 
inputs  have  proven  remarkably  inadequate  at  interactive  judg- 
ments. Because  these  psychological  findings  are  largely  un- 
known on  Wall  Street,  investment  experts  continue  to  be 
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convinced  that  their  major  problems  could  have  been  handled 
if  only  those  extra  few  necessary  facts  had  been  available.  They 
thus  tend  to  overload  themselves  with  information,  which 
usually  does  not  improve  their  decisions  but  only  makes  them 
more  confident  and  more  vulnerable  to  serious  errors. 

A  famous  market  theorist  of  another  era,  Garfield  Drew,  saw 
the  end  result  of  this  problem  clearly.  In  1941  he  wrote:  "In 
fact,  simplicity  or  singleness  of  approach  is  a  greatly  underesti- 
mated factor  of  market  success.  As  soon  as  the  attempt  is 
made  to  watch  a  multiplicity  of  factors  even  though  each  has 
some  element  to  justify  it,  one  is  only  too  likely  to  become  lost 
in  a  maze  of  contradictory  implications  .  .  .  the  various  factors 
involved  may  be  so  conflicting  that  the  conclusion  finally 
drawn  is  no  better  than  a  snap  judgment  would  have  been." 

Under  conditions  of  anxiety  and  uncertainty  with  a  vast 
interacting  information  grid,  the  market  can  become  a  giant 
Rorschach  test,  allowing  the  investor  to  see  any  pattern  he 
wishes.  In.  fact,  recent  research  in  configural  processing  has 
shown  that  experts  can  not  only  analyze  information  incor- 
rectly, they  can  also  find  relationships  that  aren't  there — a 
phenomenon  called  "illusionary  correlation." 

The  complexity  of  the  marketplace  naturally  leads  to  an 
attempt  to  simplify  and  rationalize  what  seems  to  be 
unfathomable  reality.  Often  investors  notice  things  that  are 
simply  coincidental,  and  then  come  to  believe  that  correla- 
tions exist  when  none  are  actually  present.  And  if  they  are 
rewarded  by  the  stock  going  up,  the  practice  is  further  in- 
grained. The  market  thus  provides  an  excellent  field  for  illu- 
sionary correlation.  The  head-and-shoulders  formation  on  a 
chart  cuts  through  thousands  of  disparate  facts  that  the  chart- 
ist believes  no  man  can  analyze.  Buying  growth  stocks  simpli- 
fies an  otherwise  bewildering  range  of  investment  alternatives, 
just  as  the  Kondratieff  wave  occurring  every  50  years  clarifies 
economic  activity  which  might  otherwise  appear  to  defy  anal- 
ysis. Such  patterns,  which  seemed  to  have  worked  in  the  past, 
are  pervasive  in  the  marketplace.  The  problem  is  that  some  of 
the  correlations  are  illusionary  and  others  are  chance.  Trusting 
in  them  begets  a  high  risk  of  error.  A  chartist  may  have 
summed  it  up  appropriately:  "If  I  hadn't  made  money  some  of 
the  time,  I  would  have  acquired  market  wisdom  quicker." 

Now,  unquestionably,  there  are  people  with  outstanding 
gifts  for  abstract  reasoning  that  permit  them  to  cut  through 
enormously  complex  situations.  Every  field  will  have  its  Ber- 
nard Baruchs  or  Warren  Buffetts,  its  Bobby  Fischers  or  Anatoly 
Karpovs.  But  these  people  are  decidedly  few.  In  chess,  for 
example,  there  is  only  one  Grand  Master  for  every  few  hundred 
thousand  or  so  players.  And  even  Masters  or  Experts,  while 
more  plentiful,  still  represent  only  a  fraction  of  those  who 
pursue  the  game  regularly.  It  seems,  then,  that,  as  in  chess,  the 
information-processing  capabilities  and  the  standards  of  ab- 
stract reasoning  required  by  current  investment  methods  are 
too  complicated  for  the  majority  of  us,  professional  and  ama- 
teur alike,  to  use  to  beat  the  market  regularly. 

At  this  point,  some  of  you  might  ask  whether  the  prob- 
lems in  decision  making,  particularly  in  the  stock  mar- 
ket, are  not  being  exaggerated.  The  answer,  I  think,  can 
be  found  by  looking  at  the  favorite  investments  of  market 
professionals  over  time. 

What  is  the  record?  Let's  start  with  a  large  international 
conference  of  institutional  investors  held  at  the  New  York 
Hilton  in  February  1970.  Over  2,000  strong,  the  delegates  were 
polled  for  the  stock  they  thought  would  show  outstanding 
appreciation  that  year.  The  favorite  choice  was  National  Stu- 
dent Marketing — the  highest-octane  performer  of  the  day. 
From  a  price  of  120  in  February,  it  dropped  95%  by  July  of  that 
same  year.  At  the  same  conference  in  1972,  the  airlines  were 
selected  as  the  industry  expected  to  perform  best  for  the 
balance  of  the  year.  Within  1%  of  their  highs,  the  carrier 
stocks  fell  50%  that  year  in  the  face  of  a  sharply  rising  market. 
The  conference  the  following  year  voted  them  a  group  to  avoid. 
Are  these  simply  chance  results?  In  my  earlier  book,  Psychol- 
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cjgv  and  the  Stock'  Market,  I  included  seven  surveys  of  how 
favorite  stocks  of  groups  of  large  numbers  of  profess! 
investors  had  subsequently  fared.  In  all  the  surveys,  the  ch<| 
of  the  professionals  did  worse  than  the  market  averages.  I 
this  before,  adding  on  commission  charges  and  advisory  fe 

As  I  indicated  at  the  time,  these  were  the  only  samples  1 
been  able  to  locate.  Since  publication,  with  further  digging 
an  excellent  research  associate — Ms.  Nan  Miller — as  wej 
some  luck,  we  have  unearthed  a  large  number  of  additi 
samples — some  51  encompass  investment  advice  given 
the  almost  50-year  period  between  1928  and  1976.  The  surj 
show  the  favorite  stock  or  portfolio  of  groups  of  profess! 
investors.  The  number  of  professionals  participating  rai 
from  25  at  the  low  end  to  as  high  as  several  thousand, 
median  was  well  over  100.  Wherever  possible,  the  subseq 
performance  of  the  professional  choices  was  measured  ag2 
the  S&P's  500  for  the  next  twelve  months. 

The  results  are  presented  in  the  table  below.  The  first 
umn  shows  the  time  period  for  each  set  of  surveys,  the  set 
the  source  of  the  survey,  the  third  the  total  number  of  sur 
conducted  and  the  final  column  the  percentage  of  each  si 
surveys  that  outperformed  the  market  in  the  next  12  mon 


Expert  forecasts  of  favorite  stocks 
and  industries 


outperforr 

Total 

market 

Time  span 

Source  of  surveys 

surveys 

next  yea 

1929-32 

Cowles  Surveys 

3 

0% 

1953-76 

Trusts  and  Estates 

21 

33 

1967-69 

Financial  Analysts  Journal 

1 

0 

1967-72 

California  Business 

7 

29 

1969-73 

Institutional  Investor 

7 

0 

1973 

Business  Week 

2 

50 

1974 

Seminar  (Edson  Gould) 

2 

0 

1974 

Callan  Associates 

4 

0 

1974-76 

Mueller  Surveys 

4 

25 

Total  number  of  surveys 

51 

Sib* 


Percentage  of  professional  surveys  underperforming  market  77 


'Several  studies  utilized  differing  time  periods  and  market  averages  1 
comparisons.  Note:  Dividends  excluded  in  all  comparisons. 


The  findings  startled  me.  While  I  believed  the  evid< 
clearly  showed  that  experts  make  many  mistakes,  I  did 
think  the  magnitude  of  error  was  as  striking  or  as  consistei 
the  results  make  evident. 
Seventeen  of  the  studies  measure  the  performance  of  fi\  »ri 
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more  stocks  the  experts  picked  as  their  favorites.  By  diver 
ing  into  a  number  of  stocks  instead  of  just  choosing  one  or 
the  element  of  chance  is  reduced.  And  yet,  the  17  portfolic 
chosen  underperformed  the  market  on  15  occasions! 
meant,  in  effect,  that  when  you  receive  professional  ad 
about  stocks  to  buy,  you  would  be  given  bad  advice  nine  oi 
ten  times.  Throwing  darts  at  the  stock  pages  blindfolde 
flipping  a  coin  to  decide  what  to  buy  would  give  you  a  5< 
chance.  Using  a  financial  professional  shortened  your  « 
considerably. 

The  other  34  samples  did  not  do  appreciably  better.  Ove 
the  favorite  stocks  and  industries  of  large  groups  of  mc 
managers  and  analysts  did  worse  than  the  market  on  39  c 
occasions — or  77%  of  the  time — as  the  table  shows. 

One  of  the  first  studies  was  done  by  Alfred  Cowles,  air 
the  earliest  systematic  students  of  markets,  who  made  tl  jr? 
separate  studies  measuring  the  forecasting  record  of  in\ 
ment  advisers,  large  insurance  companies,  brokers  and  ban 
between  1928  and  1932.  All  underperformed  the  market. 

Another  important  survey  is  based  on  polls  conducted 
Trusts  and  Estates  over  a  21-year  period.  Each  year  a 
number  of  investment  officers  with  bank  trust  department: 
a  group,  the  largest  institutional  common-stock  invesl 
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e  asked  to  name  their  three  favorite  industries  for  the  next 
r.  The  "Trusts  and  estates"  table  gives  the  results  for  the 
-76  period.  The  favorite  industry  of  most  bank  portfolio 
lagers  did  worse  than  the  market  in  14  of  the  21  years,  or 
of  the  time.  It's  also  interesting,  since  there  are  dozens  of 
otistries  to  choose  from,  that  one  industry — office  equip- 
As-,  jit — was  favored  so  often. 
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Trusts  and  estates 


Subsequent  12-month  performance  of  favorite  industry 


Favorite  industry 


Performance  over  the 
next  12  months 
Industry  S&P's  500 


Electric.  &  gas  public  utilities  1.0%  -6.6% 

Oil  -16.0  -14.3 

!     Electronics  and  electric  utilities  75.0  38.1 

Oil  -9.7  8.5 

)     Auto  and  accessories  -26.6  -3.0 


stocks 


Office  equipment  and  machine  group  31.0  23.1 

Chemicals,  office  equipment,  banks  -17.1  -11.8 

Electric  utilities  6.9  18.9 

Chemicals  15.6  13.0 

Chemicals  4.3  9.1 
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surveys  conducted  in  1954,  1955  and  1956. 
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Oil 

Utilities 
Office  equipment 
Office  equipment 
Office  equipment 


-10.6 
4.7 
-0.9 
15.6 

-17.5 


-13.0 
20.1 

7.7 
-11.4 

0.1 


Building  materials 
Retail 

Office  equipment 
Office  equipment 
Office  equipment 
Oil 

Percentage  underperforming  market 


5.5 
11.7 
-21.5 
-37.0 
27.7 
29.0 
67 


10.8 
15.7 
-17.4 
-29.7 
31.5 
19.1 


oving  on  to  more  recent  times,  a  number  of  broad  surveys 
:  been  conducted  by  Institutional  Investor,  a  magazine  wide- 
ead  by  the  professionals.  In  late  1971,  for  example,  the 
;azine  polled  more  than  150  money  managers  in  27  states, 
of  whom  chose  the  five  stocks  he  or  she  believed  would 
w  the  best  performance  the  following  year.  Different  types 
noney  managers  were  surveyed,  ranging  from  the  people 
ran  hair-trigger  performance  funds  to  conservative  bank 
insurance  types.  The  magazine  indicated  that  although 
stocks  were  selected  overall,  there  was  a  remarkable  con- 
ius  regarding  the  top  10  favorites,  which  were  weighted 
ard  concepts  popular  at  the  time. 

re  top  ten  fizzled  in  a  rising  market,  gaining  only  1.3%  in 
2,  a  year  the  S&P's  averages  rose  15.6%.  For  the  two-year 
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The  1973  top  ten 


pany 
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1/73  12/31/73 


% 
change 


Price  %  change  from 
12/31/74  1/1/73 
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man  Kodak 


321% 
126'/8 
60 'A 
33l/4 
148% 


246  Mi 
697/s 
26% 
37/s 

116 


-23.3% 

-44.6 

-56.2 

-88.3 

-21.8 


168 
18% 

14*/4 

62% 


-47.8% 

-85.2 

-75.5 

-95.5 

-57.6 


Cowles, 
^ho  madei 
•cord 
lersan 
he  market] 

it  rnndudq 


fette 
)onald's 
orola 

1  tal  Equipment 
tz  Furniture 


63% 
76% 
65  V2 
9\Va 
26% 


35% 
57 
49% 
1017« 

3% 


^3.8 
-25.2 
-24.8 
+  11.0 
-86.5 


25% 
29% 
34  V* 
50  % 

l'/4 


-60.3 
-61.5 
^7.9 
-44.7 
-93.5 


age  change 
's500 

lout  dividends)  118.1 


97.6 


^0.4 


-17.4 


68.6 


-67.0 


-41.9 


:  All  companies  adjusted  for  stock  splits. 


period,  the  favorites  declined  almost  eight  times  as  much  as 
the  averages.  After  the  top  ten  that  year,  50  runners-up  were 
named.  They  did  even  more  poorly,  declining  an  average  of  5% 
in  1972  and  ten  times  as  much  as  the  market  in  the  1972-73 
period. 

Another  survey  was  conducted  the  next  year,  1973.  It  was  a 
down  year  for  the  market  and  Standard  &  Poor's  dropped 
17.4%,  hardly  a  ripple  compared  with  the  average  decline  of 
40.4%  for  the  top  ten  (see  table).  After  the  top  ten,  27  other 
stocks  were  also  selected  for  performance  that  year,  and  again 
they  did  worse  than  the  average.  The  surveys  were  discontin- 
ued after  1973. 

A  final  survey  conducted  by  Callan  Associates,  a  West  Coast 
consulting  firm,  is  worth  notingfw  table).  Three  dozen  invest- 
ment managers  were  asked  at  the  end  of  1974  to  pick  both 
their  favorite  six  stocks  and  favorite  industry  and  at  the  same 
time  the  six  stocks  and  single  industry  they  thought  would  do 
worst  in  the  following  year;  there  were  some  rather  extraordi- 
nary results.  The  "worst"  stocks  and  single  industry  did  better 
than  the  S&P's,  while  the  "best"  did  worse. 

Callan  Associates  survey  (12/31/74) 

Performance  over  the  next  12  months 


Six-stock  portfolio  to  buy 
Favorite  industry — drugs 
Worst  six  stocks 

Worst  industry — electrical  and  electronics 
S&P's  500 


+  20.7% 
+  2.8% 
+  42.9% 
+  42.0% 
+31.5% 


More  recently,  professionals  have  been  reluctant  to  partici- 
pate in  such  polls.  When  asked  to  name  his  favorites,  one 
analyst  replied  tersely:  "We  don't  make  this  information  avail- 
able free  anymore." 

What  do  we  make  of  results  such  as  these:  The  number  of 
samples  seems  far  too  large  for  the  outcome  to  be  simply 
chance.  In  fact,  the  evidence  indicates  a  surprisingly  high  level 
of  error  among  professionals  in  choosing  both  individual 
stocks  and  portfolios  over  a  period  spanning  almost  50  years. 

Such  evidence,  in  the  first  place,  is  incompatible  with  the 
central  assumption  of  the  efficient  market  hypothesis.*  But  far 
more  important  are  the  practical  implications  of  what  we  have 
just  seen:  the  discovery  of  a  very  plausible  explanation  of  why 
fundamental  methods  often  do  not  work.  The  theory  demands 
just  too  much  from  man  as  a  configural  reasoner  and  informa- 
tion processor.  Both  within  and  outside  of  markets,  under 
conditions  of  information  overload  our  mental  tachometers 
appear  to  surge  far  above  the  red  line.  When  this  happens,  we 
no  longer  process  information  reliably.  Confidence  rises  as  our 
input  of  information  increases,  but  our  decisions  are  not  im- 
proved. And  from  the  evidence  we've  seen  in  the  stock  market 
at  least,  they  appear  to  deteriorate. 

While  it  is  true  that  experts  may  do  as  poorly  in  other 
complex  circumstances,  the  market  professional  unfortunately 
works  in  a  goldfish  bowl.  In  no  other  calling  that  I  am  aware  of 
is  the  outcome  of  decisions  so  easily  measurable. 

The  high  failure  rate  among  financial  professionals,  at  times 
approaching  90%,  indicates  not  only  that  errors  are  made  but 
that,  under  certain  complex  conditions,  there  are  systematic 
and  predictable  forces  working  against  the  unwary  investor  to 
account  for  such  extraordinarily  poor  results.  ■ 


*  The  hypothesis  states  that  it  is  impossible  to  heat  the  market  because  of  the  competition 
between  professionals,  which  results  in  prices  always  being  about  where  they  should  be 
But  fust  as  the  theory  holds  that  even  professionals  cannot  outdo  the  market  over  time,  it 
also  holds  that  they  cannot  do  substantially  worse.  After  all.  it  is  their  very  decision 
making  that  keeps  prices  at  their  proper  level  in  the  first  place  The  surveys,  however,  give 
us  a  different  picture  from  the  one  assumed  by  the  theorists.  Tlx'  massive  underperfor- 
mance  in  both  up  and  down  markets  indicates  that  their  most  crucial  assumption  is 
inconsistent  with  a  statistically  significant  body  of  evidence  Findings  such  as  these 
appear  to  indicate  that  the  hypothesis  is  built  of  straw 
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How  can  you  profit  from  the  fact  that  the  experts  are  wrong  mo 
often  than  right?  By  buying  the  stocks  they  don't  like,  says  Dati 
Dreman,  and  he  names  123  of  them  for  us. 


How  to  play  against  the 
experts  and  win 


In  his  fascinating  nkw  hook,  David 
Dreman  explains  why  the  professionals 
are  usually  wrong  about  the  stock  market 
(see p.  117).  One  reason:  Human  beings 
are  simply  unfitted  to  process  all  the  information  necessary  to 
reach  a  reliable  judgment  on  the  future  of  a  company  or  of  an 
economy.  Another  reason  is  the  famous  herd  tendency.  Like 
ordinary  people,  experts  don't  like  to  feel  alone.  They  want 
reinforcement.  And  where  do  they  find  it?  In  the  company  of 
their  peers — no  matter  that  their  peers  are  as  confused  as  they. 
There's  certainty  in  numbers.  That  explains  the  great  Holland 
tulip-bulb  mania  of  the  17th  century  and  the  great  growth- 
stock  mania  of  the  early  1970s. 

If  the  experts  can't  beat  the  market,  what  hope  for  the  ordinary 
investor?  Plenty,  says  Dreman.  Play  against  them.  How  do  you 
do  that?  By  putting  your  money  in  stocks  the  so-called  smart 
money  shuns — stocks  with  low  price/earnings  ratios.  Aren't 
there  reasons  for  their  low  prices?  Yes,  but  the  reasons  are 
probably  wrong  or  overestimated  or  about  to  change. 

There  are  two  key  phrases  in  Dreman's  philosophy.  One  is 
"regression  to  the  mean."  Put  simply,  this  says  that  very  low  or 
very  high  numbers  will  tend  to  move  back  toward  middleground. 
This,  Dreman  says,  is  why  high-multiplegrowth-stock  investing 
is  a  loser's  game:  You  are  paying  a  premium  for  extremely  good 
results,  which  probably  cannot  last — regression  to  the  mean.  The 
opposite  is  true  if  you  buy  out-of-favor  stocks;  the  chances  are 
good  that  these  low-multiple  companies  will,  over  time,  im- 
prove their  low  profitability — again,  regression  to  the  mean. 


Statistical  Spotlight 


The  other  key  phrase  is  "the  quagr 
of  visibility."  By  this  Dreman  ma 
you'll  get  in  trouble  if  you  put  too  m| 
store  in  your  ability  to  predict  the  fut 
When  you  buy  high-P/E  stocks,  you  are  assuming  their  futu: 
highly  visible.  In  fact,  it  is  not.  You  are,  therefore,  payij 
premium  for  an  illusion. 

By  now  the  reader  will  have  gotten  the  point:  Buy  1 
price/earnings-ratio  stocks.  In  chart  after  chart  and  table  s 
table,  Dreman  makes  the  case  that  high-P/E  stocks  gener 
underpexfoim  the  market  while  low-P/E  stocks  generally 
perform  it.  Dreman  does  insert  one  judgmental  factor: 
specifies  that  the  low-P/E  stocks  should  be  sound  companie 
good  financial  condition. 

Does  all  this  sound  familiar?  Of  course.  It's  Benjamin  ( 
ham  updated.  Graham  preached  value,  buying  sound  as 
cheap  through  the  stock  market.  Graham  knew  that, 
though  such  companies  might  have  lean  years,  their  eami 
would  almost  certainly  come  back.  Regression  to  the  mi 
Dreman  calls  this.  Dreman  has  restated  Graham  in  term 
modern  psychology  and  modern  computer  technology. 

The  test  of  any  theory  is  its  utility.  Dreman  is  willing 
subject  his  theories  to  the  test.  At  Forbes'  request  he  sugges 
we  run  a  list  of  stocks  whose  price/earnings  ratios  based  on 
latest  reported  12-months'  earnings  are  in  the  lowest  2(1 
This  is  a  strictly  mechanical  approach  and  over  a  three-y 
period,  says  Dreman,  should  produce  superior  results. 
Will  his  list  top  the  averages?  Tune  in  in  three  years.  | 


Dreman's  basement  bargains 


Forbes  fed  David  Dreman's  low  price/earnings  ratio  criteria  into  a  computer,  which  promptly  kicked  out  the 
following  stocks  as  meeting  them.  The  symbol  (* )  signals  a  change  from  a  loss  in  1977  to  a  profit  in  1978. 


Price/ 

Aftertax 

Return 

Long-term 

EPS 

EPS 

earnings 

Indicated 

Payout 

Current 

profit 

on  book 

debt  as  % 

change 

Recent 

latest 

Company 

ratio 

yield 

ratio 

ratio 

margin 

value 

of  capital 

1977-78 

price 

12  montl 

Wheeling-Pittsburgh  Steel 

1.2 

1.7 

1.64% 

17.83% 

35% 

-154%* 

18 'A 

$14.09 

LTV 

2.0 

1.6 

.50 

180.95 

97 

-128* 

7V* 

3.80 

White  Motor 

2.1 

1.3 

.03 

9.20 

27 

-105 

5 

2.28 

Avco 

2.5 

5.6% 

14% 

6.81 

22.99 

80 

14 

21% 

8.30 

Revere  Copper  &  Brass 

2.7 

2.5 

3.11 

19.20 

61 

109 

12'/4 

4.52! 

McLouth  Steel 

2.7 

1.4 

1.59 

9.42 

41 

-164* 

8l/4 

2.95 

American  Motors 

2.8 

4.2 

11 

1.4 

.93 

22.37 

1 1 

700 

2.54 

Repu 

2.8 

9.8 

27 

1.9 

3.19 

10.65 

22 

170 

26  M. 

9.28 

AO  Sm 

2.8 

8.2 

23 

1.8 

3.34 

14.20 

13 

62 

17 

5.88 

Cyclops 

3.0 

5.7 

17 

1.7 

2.54 

15.49 

36 

138 

21'/4 

7.06 

CNA  Financial 

3.0 

6.05 

27.75 

46 

131 

12»/4 

4.23 

Bethlehem  Steel 

3.1 

7.2 

22 

1.7 

3.63 

13.23 

28 

-1326* 

22 '/g 

7.13 

Sheller-Globe 

3.1 

8.6 

27 

2.8 

2.74 

15.73 

43 

-2 

8'/8 

2.58 
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Williams  is  strengthening 

its  leadership  positions  today... 

to  improve  tomorrow's  returns. 

Since  1974  The  Williams  Companies  has  made  capital  expenditures  of  more  than 
$1  billion  to  achieve  an  overall  corporate  balance  and  strengthen  its  leadership 
positions  in  fertilizers,  energy  and  metals. 

In  fertilizers  our  Agrico  Chemical  Company  increased  its  productive  capacity 
more  than  50  percent  and  reinforced  its  position  as  one  of  the  world's  largest,  most 
efficient  miners,  manufacturers  and  marketers  of  fertilizers  and  as  the  leader  in 
manufacturing  value-added  fertilizer  products.  In  metals  our  Edgcomb  Metals 
Company  tripled  in  size,  adding  new  service  centers  and  sophisticated  processing 
eguipment  to  become  the  largest  independent  in  its  field.  In  energy  Williams  Pipe  Line 
Company,  the  nation's  largest  independent,  added  nearly  1,000  miles  of  pipeline 
within  its  8,500-mile  system  to  serve  new  markets  and  transport  additional  products. 
Williams  Exploration  Company  was  built  from  scratch  into  a  very  successful  oil  and 
gas  exploration,  development  and  transportation  company  with  substantial  production 
and  a  large  inventory  of  undeveloped  leases.  And,  we  acguired  27.5  percent  of 
Peabody  Coal  Company,  the  nation's  largest  producer  of  coal. 

To  learn  more  about  our  growing  company  (WMB-NYSE)  and  its  balanced  diversity 
in  fertilizers,  energy  and  metals,  write  or  contact  Lawrence  R.  Francisco,  manager- 
investor  relations,  The  Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172. 


We're  worth  watching  in  the  '80s 
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Dreman's  basement  bargains 


Price/ 

Aftertax 

Return 

Long-term 

EPS 

El 

earnings 

Indicated 

Payout 

Current 

profit 

on  book 

debt  as  % 

change 

Recent 

lat 

Company 

ratio 

yield 

ratio 

ratio 

margin 

value 

of  capital 

1977-78 

price 

12  m. 

Dayco 

3.1 

4.0% 

12% 

2.4 

2.65% 

23.70% 

59% 

17 

13% 

$  4 

Seaboard  Coast  Lines 

3.1 

8.5 

27 

1.0 

3.55 

9.93 

48 

-33 

25'/4 

4 

Borman's 

3.1 

4.6 

14 

1.1 

.46 

12.13 

49 

1311 

4% 

i 

Allegheny  Ludlum  Industries 

3.2 

5.6 

17 

1.8 

2.55 

26.49 

63 

-16 

22% 

7 

Gulf  &  Western  Industries 

3.2 

5.0 

16 

1.7 

4.30 

20.08 

63 

21 

14% 

4 

Fuqua  Industries 

3.2 

3.2 

10 

1.7 

1.81 

44.25 

67 

31 

13% 

4 

DPF 

3.2 

— 

— 

— 

1.99 

21.69 

73 

59 

8 

2 

Asarco 

3.3 

6.0 

20 

1.5 

4.21 

24.30 

20 

-253 

25  % 

7 

US  Air 

3.3 

— 

1.1 

3.96 

17.24 

51 

8 

6% 

2 

US  Home 

3.4 

4  1 

14 

— 

4.23 

31.19 

54 

91 

12% 

3 

Ford  Motor 

3.4 

10.7 

36 

1.3 

3.71 

13.89 

12 

-5 

37'/4 

10 

Reynolds  Metals 

3.4 

7.1 

24 

2.4 

4.16 

16.99 

46 

32 

31 '/a 

8 

Loews 

3.4 

2.1 

7 

_ 

5.19 

28.10 

61 

41 

56% 

16 

BF  Goodrich 

3.5 

7.8 

27 

2.2 

2.70 

10.73 

35 

11 

18% 

5 

GDV 

3.5 

— 

— 

1.6 

3.52 

24.38 

69 

68 

9% 

2 

A-T-O 

3.5 

5.3 

18 

2.4 

2.46 

20.46 

64 

45 

9 

2 

City  Investing 

3.6 

6.6 

24 

1.7 

2.96 

23.15 

75 

36 

im 

4 

Wallace-Murray 

3.6 

6.8 

25 

3.1 

5.47 

25.56 

36 

-2 

23% 

6 

Rapid-American 

3.7 

3.5 

13 

2.5 

1.51 

— 

100 

53 

17% 

4 

Intl  Harvester 

3.7 

6.9 

25 

1.6 

2.80 

15.79 

29 

-10 

36% 

9 

Stop  &.  Shop  Cos 

3.8 

7.9 

29 

1.4 

.90 

13.73 

59 

34 

15V4 

4 

Norfolk  &  Western  Ry 

3.8 

8.5 

32 

1.3 

10.20 

L4.83 

28 

8 

22  Vi 

5 

Royal  Dutch  Petroleum 

1  Q 
o.o 

7  1 

Zo 

1  A 

0.  A  Q 

1UU 

i  n 
—  1U 

Kaiser  Aluminum  &  Chem 

3.8 

6.3 

24 

1.6 

5.90 

20.58 

43 

29 

19 

4 

Springs  Mills 

3.8 

7.9 

30 

3.6 

4.04 

10.98 

15 

65 

15% 

3 

EF  Hutton  Group 

3.8 

4.6 

17 

5.41 

20.49 

28 

50 

17% 

4 

Fruehauf 

3.8 

8.6 

33 

1.5 

3.41 

18.80 

43 

24 

27% 

7 

Rexnord... 

our  machinery 
and  components 
are  keys  to 
operating 
reliability  to  a 
mine  operator... 
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Today  mining  is  tougher  than  ever. 
Mines  are  deeper,  more  remote.  The 
ores  are  often  low  grade. 

Miners  must  have  reliable  equip- 
ment. They  find  it  in  Rexnord  equip- 
ment. In  crushers;  grinding  mills; 
hoists;  conveyors;  components  for 


mining  machinery.  All  engineered 
productive,  trouble-free  performan< 
And  available  worldwide. 

Rexnord  products  are  used  in  ma  e$; 
industries— from  chemicals  and  fa|fc; 
processing  to  farm  machinery  and  p 
lution  control. 
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Return 
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EPS 
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Payout 

Current 

profit 

on  book 

debt  as  % 

change 

Recent 

latest 

Dmpany 

ratio 

yield 

ratio 

ratio 

margin 

value 

of  capital 

1977-78 

price 

12  months 

Western  Air  Lines 

3.8 

4.9% 

19% 

1.0 

4.61% 

15.96% 

63% 

193% 

8'/8 

$  2.09 

ational  Gypsum 

3.9 

7.9 

31 

3.7 

6.42 

19.52 

25 

58 

18'/4 

4.77 

,  nited  Merchants/Mfr 

3.9 

— 

— 

2.5 

1.52 

21.05 

78 

-104* 

7Ya 

1.80 

iaymond  Intl 

3.9 

7.5 

29 

1.2 

3.02 

21.51 

33 

-17 

13% 

3.38 

jayre 

3.9 

— 

— 

1.6 

1.00 

10.54 

60 

24 

11 

2.77 

buthwest  Forest  Industries 

3.9 

2.7 

10 

2.1 

3.49 

13.85 

58 

44 

14'/4 

3.69 

:  angor  Punta 

3.9 

3.6 

14 

2.6 

3.65 

40.73 

73 

30 

22'/2 

5.63 

ravelers 

4.0 

6.0 

24 

— 

5.08 

17.98 

3 

42 

34% 

8.64 

aine  Webber 

4.0 

4.9 

19 

— 

2.72 

18.65 

51 

25 

9 

2.24 

rocker  National 

4.0 

7.4 

29 

— 

6.54 

20.16 

34 

36 

27 '/g 

6.72 

t  luminum  Co  of  America 

4.0 

5.3 

21 

2.2 

7.51 

22.40 

33 

50 

52 '/4 

13.08 

ear  Siegler 

4.0 

5.5 

22 

2.3 

4.76 

38.31 

41 

31 

18'/4 

4.59 

i]  hessie  System 

4.0 

9.1 

37 

.9 

4.38 

10.01 

44 

-10 

25% 

6.21 

hemical  New  York 

4.0 

8.8 

36 

— 

5.13 

12.92 

38 

11 

35Y4 

8.76 

tlcan  Aluminium  Ltd 

4.0 

6.5 

26 

.  2.2 

8.14 

22.21 

30 

43 

37'/b 

9.07 

F  Ahmanson 

4.0 

5.7 

23 

11.46 

16.38 

67 

12 

21 

5.13 

'  Stevens 

4.1 

8.6 

35 

3.2 

2.20 

8.96 

35 

3 

13% 

3.38 

ational  Steel 

4.1 

8.5 

34 

1.7 

2.99 

10.62 

32 

87 

30'/2 

7.43 

J'S  Gypsum 

4.1 

7.6 

31 

2.1 

7.80 

24.78 

20 

86 

31l/2 

7.66 

'wens-Illinois 

4.1 

7.0 

28 

1.7 

3.51 

12.00 

41 

20 

18'/8 

4.39 

"illineham 

4.1 

5.3 

21 

1.5 

1.52 

17.56 

44 

108 

11% 

2.75 

lemorex 

4.1 

2.0 

6.62 

27.14 

53 

7 

217/8 

5.26 

ummins  Engine 

4.1 

6.2 

25 

1.8 

4.23 

13.44 

28 

-7 

29'/8 

6.98 

elanese 

4.1 

7.6 

31 

1.8 

4.29 

17.11 

37 

61 

42 

10.03 

astern  Air  Lines 

4.1 

1.0 

2.82 

9.28 

72 

1 10 

6'/s 

1.46 

harter 

4.2 

1.5 

6 

.9 

1.16 

165.76 

67 

24 

41% 

9.83 

nland  Steei 

4.2 

9.4 

39 

1.7 

4.87 

12.79 

35 

79 

31'/4 

7.42 

one  Mills 

4.2 

6.0 

25 

3.6 

5.82 

16.29 

9 

-8 

30 

7.12 

and  the  miner's  productivity. 


Nordberg  mine  hoists  assure  maximum     Gundlach  crushers  and  breakers  help  cut 


safety,  reliability  and  efficiency. 

Nordberg  grinding  mills  proven  reliability 
helps  keep  mining  costs  in  line. 


cost  of  coal  processing  world-wide. 


or  more  information,  read  our  cor- 
ep'erfomJfate  brochure  and  the  Rexnord 
'  ual  report.  For  copies,  write  W.  C. 
singer,  Chairman,  Rexnord  Inc., 
.  Box  2022,  Milwaukee,  Wisconsin 
!01. 
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Dre man's  basement  bargains 


Price 

Aftertax 

Return 

Long-term 

EPS 

EPS  1 

ock  rn  in  w 

Indicated 

Payout 

Current 

profit 

on  book 

debt  as  % 

change 

Recent 

latest 

Company 

ratio 

yield 

ratio 

ratio 

margin 

value 

of  capital 

1977-78 

price 

1 2  montl 

Chase  Manhattan 

4.2 

6.7% 

28% 

— 

4.42% 

14.96% 

34% 

50% 

36 

$  8.5C 

SCM 

4.2 

5.7 

24 

2.3 

2.69 

13.69 

38 

— 

22% 

5.3/ 

Amerada  Hess 

4.2 

3.5 

14 

1.2 

3.02 

30.92 

34 

-20 

40% 

9.4fJ 

General  Public  Utilities 

4.2 

12.3 

52 

.8 

10.46 

8.73 

61 

-8 

8  Vs 

1.9G 

National  Can 

4.2 

3.7 

15 

1.9 

2.03 

17.64 

42 

-16 

l9Vz 

4.54 

- 

Irving  Bank  Corp 

4.3 

7.5 

32 

— 

6.17 

14.38 

34 

20 

32% 

7.57 

First  Natl  Boston 

4.3 

7.8 

33 

— 

5.54 

13.50 

38 

32 

28 '/s 

6.4$ 

El  Paso 

4.3 

6.8 

29 

1.3 

5.20 

28.84 

67 

5 

19'/2 

4.46 

Interlake 

4.3 

8.6 

37 

1.7 

1.98 

11.70 

30 

-2 

25  Vi 

5.81 

Consol  Freightways 

4.4 

5.7 

24 

1.2 

4.47 

26.08 

30 

13 

23 

5.21 

Collins  &  Aikman 

4.4 

9.1 

40 

2.2 

4.16 

11.99 

12 

4 

7% 

1.77 

Dan  River 

4.4 

61 

27 

3.6 

2.52 

12.88 

33 

21 

16'/2 

3.7C 

Hart  Schaffner  &  Marx 

4.4 

8.5 

37 

3.9 

2.96 

10.04 

20 

16 

10% 

2.33 

Wickes 

4.4 

7.0 

31 

1.8 

1.79 

15.67 

52 

26 

14% 

3.31 

First  Chicago 

4.4 

8.1 

36 

1.7 

6.87 

11.76 

21 

17 

14% 

3.31 

1  

American  Airlines 

4.5 

A  1 

18 

1.2 

4.91 

9.41 

64 

99 

9Vi 

2.16 

Sperry  &  Hutchinson 

4.5 

6.5 

29 

1.2 

3.81 

19.66 

22 

37 

15% 

3.40 

Hammermill  Paper 

4.5 

7.6 

34 

2.6 

2.85 

12.02 

41 

33 

18% 

4.06 

Aetna  Life  &  Casualty 

4.5 

5.7 

25 

— 

5.47 

22.98 

18 

23 

31'/2 

6.96 

US  Shoe 

4.5 

35 

1.9 

3.51 

17.94 

29 

38 

18% 

4.16 

7.8 

n 

US  Fidelity  &.  Guaranty 

4.5 

6.7 

30 

10.96 

27.38 

— 

32 

OD  78 

7.91)1 

Bankers  Trust  NY 

4.5 

8.4 

38 

— 

4.29 

13.01 

30 

30 

39'/8 

8.62)1 

leledyne 

A  C 

4.5 

1  o 

1 .8 

in  i  7 
1U.  I  / 

a  /  in 
46. 19 

24 

116  Vi 

If  .\}y/ 

n 

Lone  Star  Industries 

4.5 

6.0 

27 

2.1 

4.15 

17.60 

38 

51 

23  Vi 

5.05)1 

General  Motors 

4.6 

8.2 

38 

1.6 

5.54 

19.58 

4 

5 

55% 

12.09, 

Gamble-Skogmo 

4.6 

6.1 

28 

1.5 

1.18 

11.20 

68 

168 

24  Vi 

5.39! 

Mead 

4.6 

7.2 

33 

1.5 

5.20 

20.36 

38 

24 

25% 

5.421 

More  ways  Rexnord  helps  the  mini 


Rex  roller  bearings  stand  up  in  severe  mining 
service.  Special  seal  prevents  entry  of  dust 

and  contaminants. 
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Envirex  industrial  wastewater  treatmel 
equipment  solves  pollution  problems  I 
Rex  pan  conveyors  economically  handle  hot  many  mining  applications  such  as  ac| 
materials  such  as  sintered  ore  up  to  2000°  F.  mine  drainage. 


FORBES,  NOVEMBER  26,  1 


Price/ 

Aftertax 

Return 

Long-term 

EPS 

EPS 

earnings 

Indicated 

Payout 

Current 

profit 

on  book 

debt  as  % 

change 

Recent 

latest 

ompany 

1 

ratio 

yield 

ratio 

ratio 

margin 

value 

of  capital 

1977-78 

price 

1 2  months 

'PO  Industries 

4.6 

6.5% 

30% 

2.3 

6.48% 

18.31% 

31% 

15 

307s 

$  6.65 

cott  Paper 

4.6 

5.5 

25 

1.2 

5.42 

15.17 

32 

50 

16y4 

3.58 

4.6 

6.9 

32 



5.00 

19.06 

25 

26 

43  % 

9.25 

■lontinental 

4.6 

8.0 

37 



9.91 

17.91 

11 

20 

25 

5.34 

ecurity  Pacific 

4.7 

6.6 

31 



7.55 

17.22 

25 

31 

27*4 

5.79 

Colonial  Pcnn  Group 

4.7 

6.7 

31 

10.30 

24.00 

16 

20% 

4.44 

org  Warner 

4.7 

6.9 

32 

1.9 

5.75 

15.53 

14 

26 

33% 

7.09 

Inion  Carbide 

4.7 

7.7 

36 

1.9 

5.01 

14.40 

31 



39Ve 

8.29 

lational  Detroit 

4.7 

6.3 

29 



11.60 

14.67 

1 1 

28 

31% 

6.74 

aton 

4.7 

6.6 

31 

2.1 

 !  

4.28 

19.96 

46 

12 

26 

5.52 

— '  

rum  Forster 

4.7 

5.1 

24 

8.23 

25.15 

2 

43 

49 

10.40 

.mfac 

4.7 

5.6 

26 

2.1 

2.82 

16.87 

50 

184 

21% 

4.53 

.  eliance  Group 

4.7 

4.3 

20 



8.06 

43.09 

72 

38 

46 'A 

9.76 

lashua 

4.7 

5.7 

26 

1.9 

4.46 

23.76 

30 

48 

26% 

5.60 

/alter  Kidde 

4.7 

4.5 

21 

2.6 

3.65 

20.26 

50 

19 

35'/2 

7.48 

r:insw;w  Intl 

laiio  way   111 11 

4.7 

8.0 

38 

1.7 

3.40 

19.44 

20 

6 

22% 

4.69 

.rmco 

4.7 

6.2 

29 

2.1 

4.55 

15.74 

29 

69 

24*4 

5.09 

/ells  Fargo 

4.7 

6.4 

30 



7.78 

17.09 

39 

29 

26% 

5.63 

;  ibbey-Owens-Ford 

47 

9.1 

43 

3.0 

5.41 

16.89 

27 

1 

25% 

5.42 

lorth  Amer  Philips 

4.7 

6.1 

29 

2.6 

3.11 

14.69 

24 

10 

27% 

5.80 

- 

rnwn  f^rnun 

4.7 

8.0 

38 

2.9 

3.40 

15.56 

26 

22 

25 

5.23 

Accidental  Petroleum 

4.7 

5.2 

24 

1.0 

.10 

48.42 

56 

-120 

24*4 

5.06 

)hns-Manville 

4.7 

8.4 

40 

1.8 

7.37 

12.46 

39 

17 

22% 

4.77 

lanufacturers  Hanover 

4.8 

7.5 

36 

— 

6.92 

14.56 

35 

8 

30*4 

6.25 

all 

4.8 

6.1 

29 

2.0 

3.62 

16.65 

41 

13 

22% 

4.71 

loover  Universal 

4.8 

7.1 

34 

2.3 

5.23 

26.09 

39 

21 

17% 

3.57 

iirst  Charter  Financial 

4.8 

5.1 

24 

14.77 

13.35 

54 

8 

15% 

3.21 

>gden 

4.8 

6.3 

30 

1.5 

2.96 

18.97 

55 

17 

31% 

6.51 

i  dustry  increase  productivity. 


Rexnord  produces  a  broad  line  of  compo- 
nents and  machines  for  both  underground 
and  open  pit  operations. 

Rexnord  equipment  is  engineered  and 
built  to  operate  with  great  reliability.  At  the 
same  time,  it  is  designed  to  produce  maxi- 
mum productivity  and  return  on  investment. 

Rexnord  products  serve  a  wide  range  of 
industry,  including  forest  products,  construc- 
tion, quarrying  and  more. 

For  more  information,  read  our  corporate 
brochure  and  our  annual  report.  Write 
W.  C.  Messinger,  Chairman,  Rexnord  Inc., 
PO.  Box  2022,  Milwaukee,  Wl  53201. 

Nordberg  escape  hoist  systems  provide 
designed-in  dependability. 


chains  deliver  reliable  performance  on 
eeder  breaker  machine. 
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Another  Tenneco  Venture: 

The  Western  Hemisphere 


TENNECO 


We're  making  our  biggest  investment  in 
the  energy  areas  closest  to  home. 


As  part  of  our  $800-million  effort  to  find  and  de- 
velop new  energy  sources  this  year,  Tenneco  is 
concentrating  on  promising  areas  throughout 
the  Western  Hemisphere,  from  Trinidad  to  the 
High  Arctic  of  Canada. 

Our  greatest  effort,  as  always,  will  be  made 
in  the  Gulf  of  Mexico,  a  prolific  energy  source 
where  Tenneco  has  become  one  of  the  largest 
producers  of  natural  gas.  Our  61-C  platform  there, 
for  example,  will  produce  enough  natural  gas  this 
year  to  supply  the  annual  consumption  of  the  city 
of  Boston.  In  the  last  20  years,  Tenneco  has  spent 
$800  million  just  for  the  rights  to  explore  117  Gulf 
leases,  and  in  two  of  the  last  three  lease  sales  in 
the  Gulf,  we  won  the  most  sought-after  block. 

Tenneco  is  also  exploring  the  nation's  Atlantic 
offshore  frontier.  We  have  discovered  oil  and 
natural  gas  in  the  Baltimore  Canyon,  reviving 
hopes  of  commercial  production  in  the  area.  And 
we  drilled  the  first  test  wells  off  the  Georgia- 
Florida  coast.  Although  unsuccessful  so  far,  we 
continue  to  hold  leases  there. 

Of  course,  Tenneco  is  active  in  all  major  on- 
shore energy-producing  areas  of  the  United 
States.  And,  in  California's  San  Joaquin  Valley,  we 
participated  in  the  discovery  of  the  largest  oil 
field  found  in  the  state  in  the  last  1 0  years.  The 
full  extent  of  this  field  is  not  yet  known  because 
it  is  stiil  being  developed. 

We  are  actively  seeking  ways  to  bring  more 
energy  into  the  United  States  from  Canada  and 
Mexico  Based  on  major  new  discoveries, 
Canada  will  consider  this  year  increasing  its  ex- 
port quota  for  natural  gas  to  the  United  States. 
We  hope  to  add  some  of  this  gas  to  the  400 
million  cubic  feet  a  day  we  already  pipe  to 
American  consumers  from  Canada. 

Tenneco  has  also  spent  over  $30  million  in 
exploration  for  natural  gas  in  the  Canadian  Arctic 


Islands,  where  a  major  new  discovery  has  added 
significantly  to  the  14  trillion  cubic  feet  of  natural 
gas  reserves  previously  found.  An  application  has 
been  made  to  the  Canadian  National  Energy  Board 
to  construct  a  pipeline  to  transport  this  gas  to 
markets  in  Southern  Canada  and  the  U.S. 

Mexico  has  huge  reserves  of  natural  gas 
which  could  readily  be  connected  to  United 
States  pipeline  systems,  including  ours. Tenneco 
has  played  a  leadership  role  in  just  such  a  pro- 
posal. Recent  actions  by  both  governments  have 
paved  the  way  for  this  project  to  become  a  reality. 

Further  afield  in  the  Western  Hemisphere, 
Tenneco  is  working  jointly  with  the  government  of 
Trinidad  and  Tobago  to  develop  an  LNG  export 
project.  We  plan  to  bring  the  gas  in  liquefied  form 
to  a  receiving  terminal  to  be  built  in  the  U.S.  or 
Canada.  At  that  point  it  would  be  returned  to  its 
gaseous  state  and  piped  to  our  lines  serving  the 
eastern  markets,  which  now  depend  heavily  on 
costly  imported  oil. 

These  are  massive  projects  and  could  ulti- 
mately mean  the  investment  of  billions  of  dollars. 
But,  because  the  need . . .  and  the  opportunity. . .  is 
so  great,  Tenneco  is  committed  to  the  task.  And 
we're  putting  most  of  our  effort  into  the  Western 
Hemisphere  because  it  is  close  to  home  and 
presents  a  reliable  energy  supply  source. 

Although  energy  makes  up  two-thirds  of  our 
business,  Tenneco  continues  to  supply  other 
basic  needs  like  food,  automotive  components, 
chemicals,  ships,  packaging,  farm  and  construc- 
tion machinery,  and  insurance. 

That's  Tenneco  today:  growing  in  energy. . . 
and  more. 


For  more  information  on  Tenneco.  write: 
Department  D-4,  Tenneco  Inc.,  Houston  TX  77001 . 


TENNECO  OIL  O  TENNESSEE  GAS  TRANSMISSION  O  J  I  CASE  O  TENNECO  AUTOMOTIVE  O 
TENNECO  CHEMICALS  O  NEWPORT  NEWS  SHIPBUILDING  O  PACKAGING  CORP  OF  AMERICA  O  TENNECO  WEST 


Ma/Tin  Davis  of  Davis  OH  Co. 
Big  in  all  respects—  physique,  lifestyle,  wealth,  deals. 


Volcanic,  secretive,  iron-willed,  Denver  wild- 
catter Marvin  Davis  is  an  anachronism  from 
the  oil  industry's  legendary  past. 

How  Marvin  Davis 
got  so  rich 


By  Howard  Rudnitsky 
with  Linda  Gasparello 


This  year,  Denver's  independent 
Davis  Oil  Co.  will  probably  be  the 
third  most  active  driller  of  wildcat 
oil  and  gas  wells  in  the  country,  behind 
only  Amoco  and  Exxon.  That's  an  ex- 
traordinary achievement  for  an  indepen- 
dent. But  just  as  extraordinary  is  Davis 
Oil's  owner,  Marvin  Davis. 

Davis  is  a  six-foot-four-inch,  300- 
pound  giant  of  a  man  who  turns  his  most 
successful  geologists  into  millionaires 
and  has  been  known  to  terrify  subordi- 
nates by  pounding  on  walls.  At  54,  he  is 
also  one  of  the  richest  men  in  the  coun- 
try. "Conservatively,"  says  one  Denver 
finance  man,  "Marvin  is  worth  some 
$200  million."  Other  estimates  of  his  net 
worth  range  from  as  low  as  $150  million 
to  as  high  as  $500  million. 
Over  the  past  25  years  Davis'  company 


may  have  drilled  or  helped  drill  about 
10,000  oil  and  gas  wells,  of  which  an 
estimated  1,500  were  producers.  Cur- 
rently, Davis  Oil  is  working  the  booming 
Rocky  Mountain  region  around  the 
Green  River  and  Powder  River  basins. 
Davis  also  has  producing  leases  in  major 
oil  and  gas  states  like  Louisiana,  Oklaho- 
ma and  Texas. 

Some  of  the  acreage  was  acquired 
years  ago.  Many  of  the  wells  were  small 
(50  to  100  barrels  a  day)  producers  that 
were  plugged  in  the  Fifties  and  Sixties  as 
uneconomical  but  which  Davis  had  the 
prescience  to  hold  onto  against  the  day 
they  became  profitable. 

Estimates  of  Davis  Oil's  current  oil 
and  gas-oil-equivalent  production,  pieced 
together  from  many  sources  in  the  indus- 
try, run  to  as  much  as  100,000  barrels  a 
day.  Even  if  one  assumes  it  is  producing 
only  50,000  barrels  a  day  and  about  25% 
to  30%  of  this  production  is  owned  per- 


sonally by  Marvin  Davis,  as  severa! 
dustry  sources  suggest,  that  means 
has  a  personal  cash  flow  from  oil  anc 
alone  of  at  least  $40  million  to  $45 
lion  a  year.  That  50,000-barrel  pro< 
tion  would  rank  alongside  the  produci 
of  domestic  oil  and  gas  companies  a 
as  Texas  Oil  &  Gas  Corp.  and  Southi 
Royalty  Co. 

In  the  last  few  years,  Marvin  Davisj 
also  built — and  owns — Denver's  M 
National  Bank;  and  has  become  Den\| 
biggest  real  estate  promoter.  With 
partner,  Denver  realtor  Myron  (Mi» 
Miller,  he  has  put  together  more  tj 
$230  million  worth  of  deals  since  15 
including  the  largest  development! 
Denver's  history,  a  $150  million  sl| 
ping   center  and   office  complex 
nounced  last  month.  Earlier  this  y. 
Davis  and  an  investment  group  gaN 
lesson  in  the  art  of  knowhow  to 
Phipps  family,  the  Colorado  blueblc 
who  founded  Colorado  Fuel  &  Iron 
For  about  $16  million,  Davis'  gn 
bought  the  22,000-acre  Phipps  family 
tate  in  suburban  Littleton,  Colo,  and  J 
it  just  six  months  later  to  Mission  VI 
Co.,  a  California-based  developer,  for 
million. 

Davis  rarely  talks  to  the  press.  Unji 
standably  anxious  about  privacy  and 
curity,  he  retains  an  ex-FBI  agent  ^ 
security  consultant,  and  has  a  secuj 
force  patroling  his  stately  home  in 
exclusive  Cherry  Creek  section  of  Lit! 
ton.  But  he  is  a  highly  visible  presend 
Denver  all  the  same,  easily  spotted  in! 
private  box  watching  a  Denver  Nugj 
basketball  game,  or  lunching  at  the  1 
toric  Brown  Palace  Hotel  in  the  finanii 
district.  He's  often  in  the  news.  Last  y 
he  tried  to  bring  major  league  baseball 
Denver  by  offering  $12  million 
Charles  O.  Finley's  Oakland  A's  h 
chise.  He  once  gave  $5  million  fa 
research  facility  to  study  the  problemi 
aging.  He  gets  around  in  his  own 
ness  jet.  He  has  thrown  glittering  part 
for  such  people  as  Gerald  Ford  and  He 
Kissinger. 

Davis  still  largely  runs  his  operatu 
personally  out  of  his  offices  in  Denvt 
financial  district.  "He's  a  very  impuls 
guy,"  says  a  current  associate.  "He  g 
up  at  some  ungodly  hour  in  the  morn 
and  works  late.  He's  always  in  cont 
with  you.  Usually,  by  8  a.m.  he's  te 
phoned  all  his  key  offices  and  all  his  1 
people."  Some  former  employees 
member  vividly  sitting  in  their  offi 
and  hearing  Davis  pounding  on 
desk — or  the  walls — next  door  to  driv 
point  home  to  some  shaken  subordim 
Iron-willed  and  single-minded,  Mar 
Davis  "expects  results  and  doesn't  p 
ticularly  care  how  he  gets  them,"  say 
Texas  oilman. 

Davis  likes  to  quote  something  H 
Hunt  told  his  father  years  ago:  "The  g 
that  drills  the  most  has  the  chance 
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HOW  TO  GET 
FEDERAL  EXPRESS 
COURIER  PAK  TO 
MOVE  REALLY  FAST. 


Recently,  an  Emery  Express 
driver  picked  up  a  package. 

It  was,  oddly  enough,  a  Federal 
Express  Courier  Pak. 

With  an  Emery  Express  sticker. 

Not  so  strange,  however,  when 
you  consider  that  while  Federal 
promises  overnight  delivery,  they 


don't  tell  you  what  time  next  day 
they'll  be  there.  We  do. 

We  deliver  by  1 1  a.m.  or  earlier. 

And  we  also  save  you  money. 
For  5  out  of  6  times,  Emery  is  less 
than  Federal.  And  we're  never  more. 

So  if  you  have  a  package  that 
absolutely,  positively  has  to  be  there 


overnight,  call  and  ask  for  the  people 
more  and  more  Federal  Express 
customers  are  asking  for. 
Emery  Express. 

EMERM 

Express 

The  small  package  service  that  delivers  before  the  1 1th  hour. 


n,9ht  f  ^ 


Ms,  Sua  J.  Sonnv 
1800  Wilton  Koad 
C»nnonrUl» ,  Ct» 

Ross  Enterprises 


DATE  Z&k*JuJL329  5Hiw*£NTi 

B0S01546 

WEIGHT  2  lbs. 


10689? 


ORDER  NUMBER: 
CHARGES!  SHippfi 

CONStGNfT 

«U  TO 

TOK       €3  0 

□  □ 

Qtmi*o 

PAID  BY       j  8IU  CASH 

■HI  CASH 

EXTRAS    |  po»t  Q 

OfUVttV 

□  □ 

COMAfT 


'ATiON 


coming  up  with  the  most."  To  drill,  you 
need  acreage.  To  find  it,  you  need  the 
best  geologists  in  the  industry.  Davis  has 
been  able  to  get  them  by  paying  a  royalty 
on  ultimate  production  from  the  leases 
they  find.  "Marvin  makes  millionaires 
out  of  his  top  geologists,"  says  one  oil- 
man. This  talent-scouting  has  paid  off  in 
Davis'  success  ratio  in  wildcats,  which 
over  the  past  decade  has  been  better  than 
the  industry  average. 

That,  in  turn — along  with  Davis'  vast 
leaseholdings — has  allowed  him  to  wild- 
cat largely  with  other  people's  money. 
"Marvin  does  what  we  and  a  lot  of  other 
independents  do,"  says  an  oilman  who 
has  been  in  on  several  of  Davis'  joint 
ventures.  "He's  just  been  more  success- 
ful at  it.  You  take  in  three  partners  who 
will  each  pay  a  third  of  the  cost  in  return 
for  a  quarter  of  the  production.  You  fur- 
nish the  lease  and  take  the  other  quarter. 
So  the  three  investors  carry  the  entire 
risk-cost." 

Davis  further  leverages  through  his 
steady  stream  of  new  leases.  "The  more 


"Marvin  played  the  float  like 
crazy  on  both  sides.  There's 
pretty  much  a  30-day  pay 
standard  in  the  oil  business, 
but  Marvin  sometimes  made 
his  suppliers  wait  three  or 
four  months.  And  when  you're 
a  partner  in  a  well,  you  expect 
your  share  25  days  after  the 
end  of  the  production  month  if 
you're  the  operator,  and  in  a 
couple  of  months  if  you're  not. 
With  Marvin,  you  might  not 
get  your  money  until  three 
months  later." 


drilling  he  does,  the  less  money  he  puts 
in,"  says  one  former  associate.  And  the 
more  drilling,  as  H.L.  Hunt  said,  the 
more  success.  The  more  success,  the 
more  partners  willing  to  finance  the  risk. 
"Davis'  investor  list  has  looked  like  the 
Manhattan  Yellow  Pages,"  remarks  one 
observer.  In  recent  years,  however,  those 
partners  have  become  sizable  oil  compa- 
nies, like  Amoco,  Southland  Royalty  and 
Panhandle  Eastern. 

Although  he  seems  to  fit  the  image  of  a 
wildcatter  to  a  tee — the  very  reincarna- 
tion of  the  H.L.  Hunts,  Kecks  and 
Murchisons  of  50  years  ago — Davis' 
roots  are  elsewhere.  His  father,  Jack, 
emigrated  to  the  U.S.  from  England, 
where  he  had  been  a  sailor  and  a  boxer, 
and  made  a  modest  fortune  in  New 
York's  garment  district  in  the  late  Thir- 
ties and  early  Forties.  After  World  War  II 
he  started  drilling  oil  wells  with  some 
success  in  Colorado,  Texas  and  Illinois. 
By  the  Sixties,  in  poor  health,  he  had 
turned  the  business  over  to  his  son. 

Much  of  Marvin  Davis'  success  rests 


on  the  seemingly  simple  practice  of 
buying  low  and  selling  high.  All  through 
the  Fifties  and  Sixties  he  bought  up 
leases  that  less  farsighted  companies 
considered  uneconomic — with  his  high- 
powered  geologists  identifying  value  and 
Paul  Messenger,  a  former  garment  work- 
er from  the  New  York  days  (who  is  still 
with  Davis),  doing  the  haggling.  In  effect, 
Davis  bought  leases  wholesale  and  sold 
drilling  ventures  retail. 

He's  also  a  tough,  even  tightfisted, 
businessman.  His  leisurely  pace  in  bill- 
paying  is  legendary.  Says  one  oilman: 
"Marvin  played  the  float  like  crazy  on 
both  sides.  There's  pretty  much  a  30-day 
pay  standard  in  the  oil  business,  but  Mar- 
vin sometimes  made  his  suppliers  wait 
three  or  four  months.  And  when  you're  a 
partner  in  a  well,  you  expect  to  get  your 
share  within  25  days  after  the  end  of  the 
production  month  if  you're  the  operator, 
and  within  a  couple  of  months  if  you're 
not.  With  Marvin,  you  might  not  get 
your  money  until  three  months  later." 

Davis'  demands  on  his  employees 
have  taken  their  toll.  Many  have  left, 
including  R.W.  Willingham,  Davis'  drill- 
ing and  production  manager  until  1977, 
and  Marlis  Smith,  his  chief  geologist  un- 
til this  past  September.  But  both  depart- 
ed with  enough  money  to  set  up  their 
own  businesses.  Davis  tends  to  burn  peo- 
ple out,  says  one  oilman,  but  "if  they've 
been  successful  they'll  leave  with  royalty 
incomes  of  several  hundred  thousand 
dollars  a  year." 

When   that   happens,   Davis  simply 


woos  away  more  talent  from  the 
jors — like  Amoco,  one  of  his  favq 
hunting  grounds.  Both  Smith  and  I 
lingham  worked  there  before  Davis  n 
them,  and  their  replacements  both  c 
from  Amoco. 

The  world  at  large  has  learned  to  | 
narrowly  at  operators  like  Davis, 
all,  it  wasn't  so  long  ago  that  ano 
"fabulously  wealthy"  Denver  oilr 
John  M.  King  of  King  Resources,  tui 
out  to  be  running  an  empire  little  n 
substantial  than  a  souffle".  But  fron 
indications  Davis  is  not  another 
King — he's  the  real  article.  True,  he's| 
a  brush  with  the  government: 
spring  the  U.S.  Attorney  in  Houi 
charged  a  company  of  which  he  o! 
33%  with  selling  "old"  oil  as  "newl 
under  the  Energy  Department's  by) 
tine  price  controls.  (A  federal  judge  tfj 
out  the  indictment;  the  governmen 
appealing.)  Around  him,  too,  float 
usual  rumors  of  IRS  investigations 
surround  other  wealthy  men.  But 
reputation  among  people  who  sh< 
know  him  best  is  solid.  Says  one  Dej 
oilman:  "He's  a  straight  shooter.  Hii 
vestors  come  back." 

Marvin  Davis  is  almost  an  anaa 
nism,  a  throwback  to  the  past  among 
tiny  group  of  oil-and-gas  high  ro 
upon  whose  efforts  so  much  of  the  I 
energy  future  depends  (see  box).  By] 
lowing  H.L.  Hunt's  advice,  he  has  pre) 
that — even  on  land  and  even  in  tb 
mestic  U.S. — there  is  still  stagg 
wealth  to  be  amassed  from  oil  and  ga: 


What's  a  windfall? 


In  1960  the  U.S.  had  20,000  indepen- 
dent oil  operators.  Today,  there  are 
about  12,000  as  a  result  of  relentless 
attrition  in  an  industry  that  holds  the 
key  to  a  good  deal  of  future  domestic 
oil  and  gas  production. 

Independents  (a  broad  classification 
covering  any  operation  smaller  than 
the  32  largest  U.S.  oil  companies)  ac- 
counted for  one  out  of  every  five  bar- 
rels of  U.S.  crude  production  last  year 
and  about  25%  of  its  natural  gas.  But 
their  role  in  the  discovery  of  new  re- 
serves is  far  greater.  Independents 
drill  nearly  half  of  all  new  U.S.  produc- 
ing oil  wells  and  nearly  three-quarters 
of  all  new  gas  wells.  Last  year  they 
plowed  over  $6  billion  into  explora- 
tion, development  and  production. 

In  a  business  where  more  than  eight 
out  of  every  ten  new  field  exploratory 
wells  are  dry  holes,  megasuccesses 
like  Marvin  Davis'  are  the  reason 
thousands  of  other  wildcatters,  who 
will  never  own  a  stately  home  or  a  jet, 
keep  trying.  The  fact  that  8,000  left 
the  game  in  the  past  two  decades  indi- 
cates that  even  at  that,  the  business 
odds  as  well  as  the  geologic  odds — 


always  slim — are  turning  against  tb 
wildcatter. 

Among  the  independents,  the  tru 
entrepreneurial  wildcatter  is  a  tin 
minority.  Giant  Superior  Oil,  wit 
several  billion  dollars  in  assets,  or  bi 
companies  like  Louisiana  Land  &  E: 
ploration  and  Belridge  Oil  are  classe 
as  independents  along  with  tiny  oni 
man  companies  and  drillers.  Bi 
many  of  the  biggest  oil  companie 
today  were  wildcatters  50  years  ago- 
among  them  Getty,  Superior,  Ken 
McGee  and  Gulf. 

True  wildcatters  will  probably  b 
the  hardest  hit  by  a  windfall  profn 
tax  on  oil  companies.  Exxon — and  D, 
vis  Oil — have  the  financial  resource 
to  survive.  But  a  good  many  smalie 
operators  will  overextend  themselvt 
by  borrowing  to  drill  those  eight  c 
nine  dry  holes  should  too  much  of  tb 
profits  of  the  tenth  be  legally  classe 
as  "windfall."  A  good  many  othe 
will  get  out  of  the  game  because  tho: 
steep  odds  have  become  prohibit^ 
instead  of  merely  discouraging.  Eith« 
way,  U.S.  oil  and  gas  production  wi 
be  the  real  loser. — H  R  and  L.G 
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regon: 

open  for  business 


OFFICE  OF  THE  GOVERNOR 

STATE  CAPITOL 
SALEM,  OREGON  97310 

VICTOR  ATIYEH 
GOVERNOR 

Until  this  January,  when  I  became  Governor 
of  Oregon,  I  spent  my  adult  life  wrestling 
daily  with  problems  of  regulation,  taxes, 
payroll  and  profit  in  order  to  help  make  my 
family  business  a  success. 

Consequently,  as  Governor,  I  want  to 
promote  a  more  effective  partnership 
between  Oregon's  business  and  govern- 
ment to  secure  a  strong  economic  future 
for  our  state.  This  includes  helping  existing 
firms  to  grow  and  expand,  boosting  inter- 
national trade,  and  strengthening  our 
economic  base. 

We  know  that  over  80  percent  of  the 
35,000  new  jobs  our  state  needs  in  1980 
must  come  from  growth  of  businesses 
now  operating  in  Oregon.  I  want  Oregon's 
government  to  encourage  and  assist  these 
companies  in  their  efforts  to  provide 
balanced  economic  growth. 

We  also  recognized  that  the  rest  of  our 
needed  new  jobs — and  much  of  our 
needed  diversification — must  come  from 
new  companies  moving  into  Oregon.  We 
want  to  attract  quality  firms  who  will  enjoy 
and  help  maintain  the  state's  outstanding 
livability  and  quality  of  life. 

The  high  productivity  of  Oregon's  labor 
force  and  the  positive  attitude  of  govern- 
mental leaders  to  expanded  employment 
opportunities  in  Oregon  are  among  the 
many  reasons  why  you  should  consider  us 
for  your  next  West  Coast  plant  location. 

The  uncrowded  and  incredibly  beautiful 
mountains,  beaches,  forests,  parks,  and 
first-class  resort  facilities  are  among  the 
many  reasons  why  you  should  consider  us 
for  your  next  vacation  or  convention. 


O  Portland:  is  largest  seaport  on  me  470-mile 

Columbia/ Snake  rivers. 
o  Transportation/distribution  hub  of  the  Northwest 
o  Leading  export  point  on  the  West  Coast 
O  The  Port  of  Coos  Bay  ships  more  forest  products 

than  any  other  port  in  the  world 
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Oregon  has  a  wine  industry 


Oregon  has  a  wine  industry — still  fledg- 
ling, perhaps  still  lacking  some  of  the 
mellowness  that  comes  with  age,  but  sure 
of  its  future,  almost  cocky  in  its  desire  to 
compete  with  older,  much  better  known 
California  wineries.  Oregon  has  a  young 
new  wine  industry,  and  Susan  Sokol 
Blosser  wants  to  tell  the  world  about  it. 

She  should.  Two  of  her  wines  made  in- 
ternational wine  connoisseurs  take  notice 
last  spring  when  Sokol  Blosser  received 
two  medals  at  the  International  Wine  and 
Spirits  Competition  in  England.  Sokol 
Blosser's  1977  Chardonnay  and  1978 
Sauvignon  Blanc  won  Silver  Medals  at 
that  prestigious  international  event. 

FIRST  PLANTING  IN  1977 

In  1977,  Bill  and  Susan  Blosser  opened 
their  winery  in  the  Red  Hills  area  of  the 
Willamette  Valley,  a  lava  rich  red  soil  near 
Dundee,  Oregon,  45  minutes  southwest 
of  Portland  in  Yamhill  County. 

Susan  Sokol  Blosser  will  tell  you  the 
Red  Hills  area  is  similar  to  the  Mosel- 
Rhine  area  of  Germany  or  the  Alsace  and 
Chablis  areas  of  France.  Comparison  of 
growing  areas  is  determined  by  the  total 
sunshine  and  heat  received  by  one  area 
vs.  another.  Oregon's  climate  is  similar  to 
that  of  Northern  Europe's  French  and 
German  winegrowing  areas  lying  on  the 
same  latitude  between  the  45th  and  46th 
parallels. 

DRY  AND  ELEGANT 

A  Swiss  winetaster,  Dr.  Walter  Eggen- 
berger,  who  served  as  judge  of  the  Pacific 
Northwest  Enological  Society  Wine  Fes- 
tival in  Seattle  this  summer  called  Oregon 


Whites  "dry  and  elegant,"  much  to  his 
own  taste  in  the  fruitiness  and  fragrance. 
He  judged  Oregon  reds  as  potentially 
quite  good,  but  currently  being  sold  too 
young.  Eggenbergersays,  "They  have  the 
potential  of  smooth,  velvety  maturity  if 
they're  given  two  or  three  more  years  in 
the  barrel,  and  then  a  few  more  years  in 
the  bottle  before  being  opened." 

Myron  Redford  of  Amity  Vineyards  told 
the  Oregon  Journal  newspaper,  "We're 
trying  to  hold  our  reds  off  the  market  as 
much  as  possible,"  but  cash  flow  is  a  pro- 
blem with  some  young  Oregon  wineries. 
Susan  Sokol  Blosser's  first  reds,  Pinot 
Noir  and  Merlot,  have  just  become  avail- 
able this  fall. 

Other  Oregon  wineries  beginning  to  re- 
ceive attention  by  wine  lovers  in  the  North- 
west are  Adelsheim  Vineyards,  Amity 
Vineyards,  Bjelland  Vineyards,  Cotes  des 
Colombe,  Elk  Cove,  Eyrie,  Hillcrest, 
Honeywood  Winery  (the  oldest  of 
Oregon's  wineries  and  still  devoted  to  fruit 
wines),  Knudsen  Erath,  Mt.  Hood  Winery, 
Nehalem  Bay  Wine  Company,  Oak  Knoll 
Winery,  Ponzi  Vineyards,  Reuter's  Hill 
Winery,  and  Tualatin  Vineyards.  Several  of 
these  wineries  distribute  nationally  in  se- 
lected markets.  Sokol  Blosser  and  Tua- 
latin have  their  wines  in  Paris  and  London 
stores  and  restaurants. 


o  The  Ashland  Shakespeare  Festival. 

is  internationally  famous. 
O  Mt  Hood,  one  of  the  finest  ski  resort  areas 

in  North  America 
o  Wheat  field  near  Condon.  Oregon 
O  South  Falls— a  177-foot  waterfall  at  Silver 

Falls  State  Park.  25  miles  east  of  Salem 


One  of  a  series. 


Upland  industrial  sites  in  Oregon, 

Portland 


Choice  industrial  sites  are  available  now 

for  sale  or  lease  in  the  Upland  Industrial  Center  just  ten 
miles  east  of  Portland's  City  Center.  Your  Upland  site  in 
Oregon's  largest  city  will  also  be  close  to  Portland 
International  Airport,  three  Interstates  and  two  other 
major  highways  and  will  be  served  by  the  dependable 
Union  Pacific  Railroad. 


You're  in  good  company  in 
Upland  Industrial  Center. 

Your  neighbors  include  John  Deere  Company  of  Moline, 
Western  Food  Equipment  Company,  Soaring  Sales, 
distributor  of  Tupperware,  Firestone  Tire  and  Rubber 
Company,  J.C.  Penney  Company,  Libby,  McNeill  &  Libby, 
D.  H.  Overmyer  Company  and  many  other  growing 
organizations. 

For  specific  Upland  Industrial  Center  information,  write 
to  Howard  F.  Hansen,  Executive  Vice  President, 
Upland  Industries  Corporation,  110  North  14th  Street, 
Dept.  FB-11-9,  Omaha,  NE 
68102 


These  are  the  Upland  States  of  America! 

We  also  have  industrial  and  commercial  sites  in  or  near 
growth  markets  in  California,  Colorado,  Idaho, 
Kansas,  Nebraska,  Iowa,  Missouri,  Montana,  Nevada, 
Utah,  Washington  and  Wyoming. 


Upload  industries  is  a  wholly-owned  subsidiary  of  Union  Pacific  Corporation. 
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OREGON:  Open  for  Business 


ei 


There's  a  new  word  coming  out  of  the 
Capitol  of  Oregon,  and  that  word  is  "Ore- 
gon is  open  for  business." 

But  I  thought  Oregon  didn't  want  new 
business,  you  hear  people  say.  I  thought  a 
former  Governor  said,  "Come  to  visit  ... 
but  for  heaven's  sake,  don't  come  here  to 
live." 

Well,  yes,  he  did  say  that — but  that  was 
years  ago,  and  former  Governor  McCall 
had  a  knack  for  the  finely  turned  phrase 
and  a  great  sense  of  irony.  (The  year  he 
said  that,  Oregon  had  a  large  upswing  in 
inmigration.)  It  was  also  a  warning  that  if 
Oregon  was  to  retain  its  environment, 
adequate  plans  for  the  future  were  over- 
due. Let's  just  take  a  look  at  what's  been 
going  on  in  Oregon  over  the  past  12  years 
since  McCall  first  took  office. 

Since  1967,  Oregon's  population  has 
increased  by  roughly  half  a  million  people. 
Population  growth  is  now  averaging  over 
two  percent  a  year,  twice  the  national 
average. 

During  this  period,  Oregon's  economy 
has  shown  a  stability  not  witnessed  in 
many  other  regions  of  the  United  States 
—  a  stability  that,  according  to  First  Na- 
tional Bank  of  Oregon,  allows  "the  Ore- 
gon economy  to  outperform  that  of  the 
U.S.  by  a  substantial  measure." 

A  stability  that  brought  such  companies 
as  Hewlett-Packard  to  Corvallis... 

—  Intel  to  Aloha... 

— Wacker  Siltronics,  a  major  division 
of  highly  successful  German-based 
Wacker-Chemie,  to  Portland. 

A  stability  that  saw  Tektronix  grow  to 
become  Oregon's  largest  employer  with 
over  15,000  employees  who  helped  pro- 
duce net  sales  in  1979  of  $786.9  million. 

A  stability  that  allowed  Oregon  to 
create  an  average  of  63,300  jobs  a  year 
between  the  years  1975-78. 

During  that  same  period,  Oregonians 
completed  one  of  the  most  impressive 
river  reclamation  projects  in  United 
States  history — a  clean-up  project  that 
restored  the  purity  of  the  Willamette  River 
and  was  followed  up  by  the  Willamette 
Greenway  Project,  a  project  designed  to 
accommodate  industry  and  still  keep  hun- 
dreds of  miles  of  riverfront  as  scenically 
beautiful  as  any  stretch  of  river  in  the 
nation. 

This  same  time  saw  a  progressive  Ore- 
gon legislature  pass  bills  to  save  the  awe- 
some beauty  of  Oregon's  beaches  from 


haphazard  development  and  rid  the  road- 
sides of  litter  through  a  bottle-refund  bill 
designed  to  encourage  recycling. 

Together,  economic  stability  and  pro- 
gressive state  leadership  created  an 
environment  that  caused  the  Midwest 
Research  Institute  to  give  Oregon  an  A 
rating  for  its  quality  of  life — a  rating  given 
to  only  five  other  states.  MRI  also  rated 
Portland  and  Eugene  as  the  two  American 
cities  having  the  highest  quality  of  life  in 
their  size  categories  (Portland  in  the 
500,000+  category  and  Eugene  in  the 
100,000  +  ). 

Add  to  those  the  fact  that  MRI  also 
rates  Oregon  First  in  the  quality  of  educa- 
tion among  the  six  western  states — and 
fifth  in  the  entire  nation. 

Those  are  proud  figures,  and  Oregon- 
ians are  a  proud  people  They're  proud 
enough  to  insist  that  industries  coming  in- 
to Oregon  care  enough  about  the  quality 
of  Oregon  life  to  help  preserve  it.  But  Ore- 
gonians also  pride  themselves  on  their 
common  sense,  and  common  sense  tells 
them  that  all  the  beautiful  landscapes,  all 
the  fresh  air  and  clean  water  on  earth  do 
not  make  life  worth  living  without  a  job  and 
the  security  that  comes  with  it. 

THE  WACKER-CHEMIE  STORY 

In  1978,  West  German-based  Wacker- 
Chemie  decided  to  locate  a  subsidiary, 
Wacker  Siltronic  Corp.,  in  Portland,  Ore- 
gon. That  decision  climaxed  a  successful 
campaign  waged  by  the  Port  of  Portland, 
Portland  and  Oregon  state  officials  to  land 
Wacker  against  the  stiff  competition  of 
other  U.S.  cities. 

Wacker  has  now  begun  construction 
on  a  $60  million  plant  along  the  Portland 
waterfront  to  produce  hyperpure  silicon 
crystals  and  polished  wafers.  By  winning 
the  Wacker  subsidiary  away  from  other 
cities,  Portland  gains  ongoing  employ- 
ment for  600  people  and  reverses  a  trend 
of  industrial  flight  toward  the  suburbs. 

Why  did  Wacker  pick  Portland? 

For  many  reasons.  High  among  them  is 
what  Oregon  officials  like  to  term  their 
new  "Full  Service  Approach  to  Industry." 
Wacker  Siltronic  president  Dr.  Werner 
Freiesleben  said,  "You  knew,  there  are 
certain  intangibles  that  go  into  making  a 
decision  like  this.  The  final  nose  effect  was 
we  liked  the  atmosphere — we  just  feel 
good  and  comfortable  here." 

Creating  that  "atmosphere"  Dr.  Freies- 


leben spoke  of  is  part  of  Oregon's  full  ser- 
vice approach.  That  approaches  involves 
reaching  out  to  clients  with  the  full  spec- 
trum of  government,  business  and  com- 
munity leadership.  It  means  going  to  the 
clients  and  convincing  them  to  settle  It 
means  helping  them  settle,  and,  finally, 
helping  them  after  they've  settled. 

Right  from  the  beginning,  the  state  in- 
formed Wacker  of  the  environmental  re- 
quirements for  settling  in  Oregon.  Port- 
land businessman  Don  Gunderson  said, 
"We  made  it  very  clear  from  the  inception 
that  we  didn't  want  a  company  that 
couldn't  meet  our  air  and  water  quality 
control  standards.  Wacker  appreciated 
that  and  took  it  as  a  direct  challenge 
to  meet." 

The  Oregon  team — composed  of  city 
and  state  officials,  community  leaders 
and  business  people — showed  Wacker 
the  advantages  of  Portland's  climate  and 
location.  The  coastal  area,  ski  resorts,  hik- 
ing trails,  fishing  streams  and  other  out- 
door activities  combined  with  the  vast  ar- 
ray of  cultural  offerings  in  the  metro- 
politan Portland  area  proved  extremely 
important  to  Wacker.  So  were  the  educa- 
tional opportunities — at  all  levels,  but 
especially  at  the  graduate  level. 

Not  least  among  the  facts  made  known 
to  Wacker  were  the  number  of  electronics 
firms  now  settled  in  Oregon,  many  of 
which  are  primary  customers  of  Wacker. 
Electronics  is  Oregon's  fastest  growing 
industry.  In  the  past  ten  years,  the  number 
of  electronics-related  firms  in  Oregon  has 
increased  72  percent.  More  than  600 
companies  are  now  actively  manufactur- 
ing electronics-related  components  in 
Oregon. 

The  Port  of  Portland  was  another  im- 
portant attractant.  Portland  is  the  leading 
export  port  on  the  West  Coast  and  is  the 
transportation  hub  of  the  western  United 
States  as  well  as  the  distribution/ware- 
housing center  of  the  Pacific  Northwest. 

Oregon's  labor  force  was  also  attrac- 
tive. Oregon  is  recognized  for  its  quality 
labor,  a  direct  result  of  Oregon  being  one 
of  the  six  top-rated  states  for  quality 
education  in  America  and  the  top  rated 
one  on  this  coast.  Portland  has  a  deep 
labor  pool  from  which  to  draw.  The  area's 
work  stoppage  rate  is  far  below  the  U.S. 
average.  That  means  high  productivity, 
critical  to  Wacker. 

Another  strong  plus — Portland's  liv- 


ability.  Wacker  knows  how  important  li- 
ability is  when  it  comes  to  recruiting  top 
level  executives  and  engineers. 

BALANCED 
BUSINESS  DEVELOPMENT 

City,  county,  state  and  special  urban 
district  governments  all  work  together  to 
assist  business  development  in  Oregon 

Oregon's  commitment  to  planned  in- 
dustrial growth  is  not  limited  to  agencies 
normally  associated  with  economic  de- 
velopment. For  example,  the  Department 
of  Environmental  Quality  (DEQ),  which  is 
charged  with  protecting  the  state's  envir- 
onment, recently  has  assisted  industries 
in  disputes  with  the  the  federal  Environ- 
mental Protection  Agency. 

Publisher  's  Paper  Company  was  devel- 
oping a  co-generation  plant  at  its  pulp  mill 
facility  in  Newburg.  EPA  set  an  extremely 
stringent  emissions  standard  for  the 
would-be  energy  generating  facility. 
Oregon's  DEQ  determined  that  the  air 


shed  quality  in  the  Newburg  vicinity  would 
not  be  threatened  by  a  less  stringent  stan- 
dard and  went  with  Publisher's  to  plead  its 
case  before  the  Seattle  regional  EPA  of- 
fice The  state's  intercession  aided  in 
establishing  a  lower  emissions  standard 
and  providing  an  important  energy 
generation  source  for  Publisher's 

This  is  not  to  indicate  that  Oregon  is  re- 
laxing its  strict  environmental  protection 
standards.  It  isn't.  What  it  is  doing  is  mea- 
suring each  case  individually  and  making 
certain  that  the  environmental  standards 
are  reasonable  and  helpful  to  the  overall 
livability  of  Oregon.  Overall  livability 
means  good  land,  clean  water,  fresh  air 
and  the  wherewithal  to  enjoy  them. 

The  Governor  of  Oregon  sees  that  as  a 
challenge.  Gov.  Atiyeh  was  a  member  of 
the  Legislature  which  in  the  1960s  and 
early  1970s  saw  the  imminent  threat  to 
Oregon's  livability  and  created  the 
Department  of  Environmental  Quality 
(DEQ)  and  the  Department  of  Land  Con- 
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The  two  agencies  are  the  main  guard- 
ians of  Oregon's  environment.  DEQ  en- 
forces environmental  protection  laws, 
and  the  Land  Conservation  and  Develop- 
ment agency  helps  local  governments 
develop  comprehensive  local  plans  State 
and  federal  agencies  are  required  to  work 
through  these  plans  and  are  bound  by 
them.  The  goals  were  established  only 
after  numerous  hearings  throughout  the 
state  over  an  extended  period  of  time. 

It  is  through  such  planning  that  Oregon 
hopes  to  preserve  its  treasured  high  quali- 
ty of  life.  For  all  its  planning,  problems  still 
exist. 

Though  still  well  below  the  national 
average,  the  cost  of  energy  in  Oregon  is 
being  driven  up  through  increased  de- 
mands. Nearly  four  decades  of  cheap  and 
abundant  supplies  of  hydroelectric 
energy  have  shaped  Oregon's  economic 
growth  and  the  state's  social  climate 
more  than  any  other  single  influence  in 
this  century. 

The  cheapest  energy  is  conserved 
energy.  To  that  end.  Oregon  created  one 
of  the  earliest  and  most  comprehensive 
energy  conservation  programs  in  the  na- 
tion. In  1979,  the  Legislature  strength- 
ened the  conservation  program  by  adop- 
ting Gov  Atiyeh's  renewable  energy 
resource  legislation.  Attractive  tax  incen- 
tives, low-interest  loans  and  technical 
assistance  have  helped  weathenze  an  es- 
timated 130,000  homes  in  the  past  two 
years. 

Oregon  is  witnessing  a  resurgence  of 
energy  development  activities.  Recent 
successes  in  discovering  natural  gas  and 
geothermal  energy  offer  important  in- 
ducements for  developing  new  industries 
in  a  variety  of  locations  in  Oregon. 

DIVERSIFIED  INDUSTRY 

Diversification  of  industry  is  a  major 
push  in  Oregon  today.  A  First  National 
Bank  of  Oregon  report  notes  that 
'  'Although  lumber  and  wood  products  em- 
ployment accounts  for  about  39  percent 
of  total  manufacturing  jobs  in  Oregon  to- 
day, 30  years  ago  some  60  percent  were 
employed  in  Oregon  logging,  sawmills 
and  plywood  mills." 

First  National  Bank  economists  point 
out  that  Portland  has  only  1 1  percent  of  its 
manufacturing  jobs  in  wood  products. 
That  fact  added  to  the  turn  around  which 
leaves  roughly  60  percent  of  the  rest  of 
the  state's  labor  force  in  diversified  activi- 
ties not  related  to  forestry  provide  Oregon 
with  a  unique  economic  balance. 
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Oregon  is  one  of  the  few  places  left  where 
the  quality  of  life  enhances  the  quality  of 
business.  And  vice  versa. 

One  reason  for  this  special  blend  of 
livability  and  prosperity  is  a  unique  balance 
in  our  economy.  A  wide  diversification  of 
industry  allows  us  to  weather  recession 
periods  with  less  stress  than  other  parts  of 
the  country. 

Another  reason  is  a  strong  labor  pool. 
People  today  want  a  place  that  offers  clean 
cities  and  wide  open  spaces  with  plenty  of 
recreational  opportunities.  So  they  come 
and  they  stay. 

We  can't  blame  them.  It's  a  good  thing 
we  have  here,  and  we  don't  want  to  give  it 
up.  But  we  do  want  to  share  it.  With  com- 
panies that  share  our  viewpoint.  Is  that  you? 
If  it  is,  we're  sure  the  pleasure  of  relocating 
and  doing  business  in  Oregon  would  be 
mutual. 

As  would  banking  with  us  — First 
National  Bank  of  Oregon.  As  Oregon's 
oldest  and  largest  bank  (we're  the  35th 
largest  bank  in  the  U.S.),  we  finance  seg- 
ments of  every  major  industry  here.  We 
have  assets  of  over  4  billion  dollars.  And 
over  150  offices  statewide. 

We  are  the  2nd  largest  member  of 
Western  Bancorporation's  family  of  21 
affiliated  banks  in  1 1  western  states,  with 
combined  assets  in  excess  of  $27  billion. 
So,  when  you  also  do  business  in  one  of 
those  other  states,  you've  already  got  a  bank 
on  your  side. 

We've  got  the  connections,  convenience, 
stability  and  experience  that  make  people 
and  industry  proud  to  say,  "That's  my  bank!' 
For  more  economic  information  about 
Oregon,  phone  or  write  our  Economic 
Research  Department:  Ray  Broughton,  Vice 
President  and  Economist,  First  National 
Bank  of  Oregon,  P.O.  Box  3131,  ,  ■ 

Portland,  OR  97208,  mS 
(503)225-3942.  MM 

FIRST  NATIONAL  BANK  OF  OREGON  #3 


\  WESTERN  BAN'  :ORPO«ATION  BANK 


Oregon^ 

OFFERS  MORE 
WAYS  TO  PLAY 
THAN  J  LIST  ABOUT 
ANYPLACE  IN 
THE  USA! 

Fishing  within  1 5  minutes  of  an 
urban  residence  .  .  .  rodeos  and 
year-round  skiing  . . .  some  of  the 
nation's  finest  golfing  . .  .a  growing 
roster  of  wineries  .  .  .  400  miles  of 
public  Pacific  Ocean  coastline.  . . 
major  college  and  professional 
athletics  .  . .  the  nation's  finest  state 
park  system  .  .  .  lakes  and  rushing 
rivers  at  every  turn...  luxury  resorts 
and  rustic  hideaways  . . .  native  foods 
that  delight  the  world  .  .  .  it's  all 
here  in  surprising  Oregon. 
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WE'LL  TELL  YOU  ALL  ABOUT  IT! 

PHONF  TOLL-FREE  FOR  QUICK 
ANSWERS!  1-800-547-4901 
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Free  Guide  to  Oregon  .  .  .  write 
Travel  Information  Section,  Rm.1679 
Dept.  of  Transportation, Salem, OR 
97310 
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That  is,  the  nation's  housing  cycle  runs 
counter  to  the  general  business  cycle  in 
the  U.S.,  so  that  when  the  nation 's  overall 
business  activity  is  strong,  housing  and 
related  industries  tend  to  weaken.  On  the 
other  hand,  when  general  business  de- 
clines, housing  comes  on  strong  in  the 
U.S. ,  impacting  Oregon 's  timber-based  in- 
dustries favorably.  Thus,  Oregon  industry 
is  balanced  between  two  opposing 
cycles,  providing  stability  which  typically 
allows  Oregon  to  outperform  that  of  the 
U.S.  by  a  substantial  measure. 

First  National  Bank  of  Oregon: 
"Metropolitan  Portland" 

Though  Oregon  is  actively  seeking  new 
industries  to  further  diversify  its  economy 
and  better  distribute  its  population,  almost 
40  percent  of  its  economy  is  still  direct- 
ly dependent  on  the  forest  products 
industry. 

All  of  the  giants  of  the  timber  industry 
are  in  Oregon.  Together  they  help  make 
Oregon  the  leading  state  in  number  of 
hardboard  and  particleboard  plants. 
Oregon  supplies  one-fourth  of  the  soft- 
wood lumber,  over  half  the  plywood  and 
more  than  one-fourth  of  the  hardboard 
produced  in  the  United  States.  Oregon 
leads  the  nation  in  the  number  of  hard- 
board  and  particleboard  plants.  Oregon's 
industrial  employment  still  remains  heavi- 
ly dependent  upon  the  manufacture  of 
wood  products. 

The  forest  products  industry  employs 
over  90,000  workers  in  full-time  jobs,  pro- 
viding an  annual  payroll  of  over  $1  billion. 
Forest-based  plants  produce  goods  worth 
more  than  $3.7  billion  a  year. 

Shipping  of  forest  products  represents 
a  large  part  of  Oregon's  export  business. 
The  Port  of  Coos  Bay  is.  in  fact,  the  largest 
shipper  of  forest  products  in  the  world. 

Currently,  negotiations  are  under  way 
with  Japan  to  encourage  that  nation  to  im- 
port more  presized  lumber  and  fewer  raw 
logs.  If  Japan  agrees  to  this,  the  end  of  this 
century  could  see  a  resurgence  of  the 
forest  products  industry  in  Oregon 

Another  industry  of  continuing  impor- 
tance to  Oregon  is  the  agriculture  and 
food  processing  industry.  The  Willamette 
Valley  has  long  been  recognized  as  a 
leader  in  the  canning  and  freezing  in- 
dustry in  the  United  States.  In  recent 
years  the  North-Central  and  Northeasten 
lands  along  the  Columbia  river  have  also 
become  major  food  processing  areas. 

The  basic,  familiar  crops  such  as  live- 
stock and  wheat  are  the  biggest  Oregon 
moneymakers,  but  Oregon  has  a  number 


of  specialty  crops  for  which  it  is  known  na- 
tionally In  1977  Oregon  led  the  nation  in 
the  production  of  winter  pears,  filberts, 
fresh  plums,  peppermint  oil,  blackberries, 
boysenbernes  and  several  seed  crops  (57 
percent  of  total  U.S.  production.  The  odds 
are  your  lawn  is  grown  from  Oregon  grass 
seed.)  ' 

Vast  stretches  of  semi-desert  along  the 
banks  of  the  Columbia  in  North-Central 
and  Northeastern  Oregon  have  been 
transformed  in  recent  years  by  irrigation 
into  areas  of  great  agricultural  signi- 
ficance. Recently  a  world  record  was  set 
for  irrigated  wheat  yield  per  acre  in  that 
area.  And  potatoes  as  well  have  become  a 
major  crop  from  the  area. 

OVERSEAS  TRADE 

Because  of  the  Port  of  Portland's  last- 
port-of-call  status  for  many  Pacific  Rim 
nations,  Oregon's  processed  potato 
business  shows  especially  good  promise. 
Joint  U.S.  and  Japanese  ventures  in  fast 
food  chains  offer  markets  of  as  yet  unsus- 
pected potential.  (A  story  that  appeared  in 
The  Packer,  a  national  agricultural  pro- 
duce newspaper  said.  "There  is  a  story 
told  at  the  Port  of  Portland  that  during  the 
first  8-hour  shift  of  the  first  MacDonald's 
restaurant  in  Tokyo,  35,000  hamburgers 
were  sold.  That's  4,300  an  hour — or 
roughly  75  a  minute 1 ' '  That's  a  lot  of  ham- 
burgers and  a  lot  of  frozen  french  fries.) 

Developing  new  markets  for  the  state's 
producers  has  become  a  major  emphasis 
at  the  Oregon  State  Department  of  Agri- 
culture. For  the  past  two  years  the  agency 
has  promoted  the  state's  commodities  at 
trade  shows  in  the  United  States  and 
abroad,  with  particular  emphasis  on  the 
Pacific  Rim  nations.  Expanded  produc- 
tion, diversification  of  commodities  and 
aggressive  expansion  of  markets  have  all 
contributed  to  giving  Oregon  agriculture  a 
new  vitality. 

In  agriculture,  wood  products  and  a 
variety,  of  manufacturing  areas,  the  ex- 
panding trade  with  Pacific  Rim  countries 
— and  the  growing  potential  for  trade  with 
the  People's  Republic  of  China — all  figure 
to  keep  the  state  of  Oregon  as  a  major 
exporter  and  the  Port  of  Portland  the 
number  one  export  port  on  this  coast. 

Planning  and  growth  are  continuing 
hand  in  hand  in  Oregon.  Oregon  offers 
one  of  the  few  remaining  U.S.  frontiers 
where  livability  and  prosperity  are  grow- 
ing up  together.  Oregon  is  betting  that 
those  facts  will  help  attract  new  capital, 
open  up  new  markets  and  bring  compati- 
ble business  to  the  state. 
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regional  people  who  must  live  with 
such  development  on  a  day-to-day 
basis 

As  a  provider  of  transportation 
and  industrial  development  services 
to  the  people  of  Oregon  for  more  than 
90  years.  Southern  Pacific  is  keenly 
aware  of  the  changing  directions  in 
Oregon's  future.  We  will  continue  to 
provide  these  vital  services,  as  we 
have  always  done,  in  a  manner  con- 
sistent with  the  goals  and  aspirations 
of  all  Oregonians. 

Our  rail,  trucking,  and  pipeline 
companies  will  continue  to  serve  the 
transportation  needs  of  business 
and  industry. 

Our  industrial  development 
experts  will  help  to  bring  about  indus- 


trial growth  that  is  economically 
viable  as  well  as  environmentally 
sound.  An  example:  SP's  Beaverton 
Industrial  Park,  near  Portland  (see 
inset),  where  an  additional  78  acres 
are  being  prepared  for  the  kind  of 
industrial  expansion  that  means  more 
jobs  and  increased  productivity 

We  at  Southern  Pacific  believe  in 
the  future  of  Oregon.  We  pledge 
ourselves  to  working  for  the  kind  of 
economic  growth  that  will  keep 
Oregon  a  beautiful  place  in  which 
to  live  and  work. 
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Since  we  moved  our  headquarters 
Oregon,  Evans  Products  Company  has  grow 
Most  profitably. 

From  $146  m 
lion  in  revenues 
1963,  to  over  $1 
billion  this  ye£ 
Another  year 
record  revenu* 
and  earnings. 
Why  are  v 
doing  so  well?  Because  we've  concentrated  c 
two  businesses  that  are  doing  very  well.The  fu 
service  leasing  of  transportation  equipmer 
And  the  retailing  of  building  products. 

Both  these  markets  are  among  the  mo 
steadily  expanding  in  America  today. 

A.  nd  as  these  markets  have  expanded,Evar 
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to  Oregon, 
:ed  to  move. 

ms  expanded.  On  a  national  basis. 

We  now  have  six  transportation  divisions, 
specializing  in  full-service  railcar  and  truck 
ailer  leasing.  With  manufacturing  plants, 
maintenance  facilities,  sales  and  leasing  offices 
i  16  states. 

-  i  And  we  have  15  building  products  divi- 
ibns.  In  27  states.  These  divisions  manufacture 
nd  market  a  wide  variety  of  products,  rrom 
usic  building  materials  to  complete  custom- 

-milt  homes,  across  the  country. 

Has  our  move  to  Oregon  been  a  good 

"  fove? 

-4    It  s  been  a  very  good  move,  indeed. 
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Man  on  the  run 

Phil  Knight  is  a  man  on  the  run.  He  has 
to  be  His  Blue  Ribbon  Sports.  Inc  (BRS). 
producers  of  Nike  shoes,  has  grown  ex- 
ponentially since  1972  when  it  took  on  its 
current  company  structure  In  1972.  BRS 
had  its  relationship  severed  with 
Onitsuka.  a  Japanese  company  which 
manufactured  Tiger  shoes.  That  year  BRS 
salestotaled$2milhon.  In  1974grossBRS 
sales  were  $4  8  million  In  1975  that  went 
to  $8.3  million,  in  1976  to  14  0  million. 
1977.  $28  7  million.  1978.  $71  million. 
Sales  for  this  fiscal  year  are  said  to  be 
somewhere  between  $125  and  $175 
million.  "I  guess  that's  somewhere 
close,  '  Knight  says 

The  BRS  story  is  one  of  determination 
and  pride  in  product    It  begins  with 


Knight's  association  with  his  former 
University  of  Oregon  track  coach.  Bill 
Bowerman 

Bowerman  put  Eugene.  Oregon  on  the 
map  in  the  1950s  when  year  after  year  he 
turned  out  world  record-setting  long  dis- 
tance runners  Eugene  remains  a  center 
for  international  track  events,  but  Bower- 
man had  joined  Knight  in  the  search  for 
the  perfect  shoe  He  is  now  vice  president 
of  BRS  and  continues  his  search  from  that 
position 

In  an  interview  in  CITY  SPORTS  in 
1978.  Knight  said  Bowerman  was 
always  fooling  with  shoes  when  I  was  at 
Oregon,  developing  his  theories  that  an 
ounce  off  a  racing  shoe  would  make  a  dif- 
ference of —  I  don't  k'iow— maybe  5000 


pounds  in  the  last  ten  yardsof  a  mile  run." 
Knight  used  that  idea  for  a  paper  he  wrote 
while  in  the  Stanford  Graduate  School  of 
Business  After  receiving  his  degree  in 
1960  from  Stanford.  Knight  went  to  Japan 
to  seek  an  American  distributorship  from 
the  Onitsuka  Company  for  Tiger  shoes. 
Returning  home,  he  took  samples  of  the 
shoes  to  Bowerman,  and  the  two  became 
partners,  co-founders  of  Blue  Ribbon 
Sports,  sole  distributors  in  the  United 
States  for  Tiger  athletic  shoes. 

Under  that  label  Bowerman  developed 
the  now-famous  Cortez  shoe,  which 
became  one  of  the  most  popular  shoes 
ever  produced  by  Tiger  In  1972,  Onitsuka 
broke  its  contract  with  BRS,  but  3  Vi  years 
later  the  courts  awarded  BRS  the  right  to 
manufacture  the  Cortez  under  the  Nike 
label 

SEARCH  FOR  THE 
LIGHTWEIGHT  SHOE  GOES  ON 

Bowerman  continues  to  seek  the  per- 
fect lightweight  shoe.  In  a  recent  inter- 
view, Knight  said,  "Bill's  idea  of  the 
ultimate  spiked  shoe  is  to  drive  a  nail 
through  your  foot." 

Knight  hasn't  let  BRS  go  that  far,  but 
they  do  continue  to  search  for  the  best  in 
athletic  shoes.  Knight  thinks  they  may  be 
close  to  finding  it  with  their  new  Tailwind, 
touted  as  the  first  air  cushioned  running 
shoe  An  aerospace  engineer  named  M. 
Frank  Rudy  approached  Blue  Ribbon  with 
the  air  cushion  idea  after  several  other 
companies  had  passed  on  it.  Some  hadn't 
been  interested.  Others  considered  the 
idea  farfetched.  Adidas  wanted  it,  but  BRS 
signed  it 

Knight  thinks  the  new  air  cushion  shoe 
"may  be  the  most  innovative  thing  we've 
done  since  the  'Waffle.'  There  are  still 
some  things  to  be  perfected  on  it — it's  a 
terribly  complicated  design  process  But  I 
think  it  should  give  a  world  class  marathon 
runner  up  to  two  minutes.  And  it  may  give 
a  6  '4 "  basketball  player  the  lift  he  needs  to 
slam  dunk  with  7-footers." 

It  may  also  give  Nike  the  lift  it  needs  to 
catch  Adidas  in  the  international  race  for 
the  number  one  spot  in  selling  athletic 
shoes 


Portland,  Oregon 

home  of 

FORD  INDUSTRIES 

manufacturers  of 
CODE-A-PHONE® 

world's  largest  selling  line  of 
Telephone  Answering  Systems 
and  related  products 


Code-A-Phone  products 
are  sold  through  your 
Code-A-Phone  dealer  or 
available  from  your 
telephone  company. 
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Model  333 


FOr?  INDUSTRIES 

5001  S.E.  Johnson  Creek  Blvd 
Portland,  Oregon  97222 
800/5  7-4683 
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Here's  one  energy  source 
the  Ayatollah  can't  cut  off. 


jveial  otrel 

; 


ushonstoi 

;re   '  I 

■ocess  Bu| 
smafathoj 
jit  may  jl 


;  needs:: 
laliacef 


A/ouldn't  it  be  nice  if  we  could 
ell  the  Ayatollah  Khomeini,  the 
lead  of  Iran,  that  we  don't  need 
lis  oil  next  month? 

And  that  come  to  think  of  it, 
ve  don't  need  Mexico's  either. 
Dr  Venezuela's.  Matter  of  fact, 
lext  month,  the  United  States 
)f  America  is  not  buying  from 
3PEC  or  any  other  oil  exporting 
lation. 

Because  we  just  woke  up  to 
he  fact  that  we've  got  some 
1,000,000,000,000,000  BTU's  of 
>nergy  just  lying  around  not 
)eing  used. 

Now,  if  you  think  that's  a 
lesperate  fantasy,  take  a  look  in 
jur  National  Forests.  Because 
hat's  where  all  those  BTU's  are 
Tiding  out  There's  the  equiva- 
lent of  nearly  a  month's  worth  of 
3il  imports  out  there,  every  year, 
n  the  form  of  dead  and  dying 
:imber  and  harvesting  residues. 

At  Louisiana-Pacific,  we 
know  first  hand  the  ability  of 
this  resource  to  help  solve 


America's  energy  crisis. 

Every  year,  we  wind  up  with 
some  850,000  tons  of  sawdust 
wood  shavings  and  bark  from 
our  manufacturing  operations. 
These  leftovers,  in  many  cases, 
are  then  used  to  fire  special 
steam  generating  boilers  to  pro- 
vide our  plants  with  electrical 
energy. 

Our  Samoa,  California 
complex,  for  example,  has  a 
generating  capacity  of  48  mega- 
watts a  year.  That's  enough  to 
fuel  our  plants  and  supply  all 
the  homes  in  the  town.  What's 
left  over,  we  sell  to  the  local 
utility. 

The  idea  is 
simple.  The  tech- 
nology is  at  hand. 
And  there's  no 
reason  why  hundreds, 
even  thousands  of 
rural  communities 
can't  develop  and  plug 
into  this  kind  of  cheap, 
renewable  energy  source. 


But  first  we  have  to  get  rid 
of  a  hopelessly  outdated  system 
for  managing  our  National 
Forests.  That  means  getting 
adequate  funding  to  the 
agencies  involved.  It  means 
providing  incentives  for 
sensible,  modern  management. 

At  Louisiana-Pacific,  it's  our 
job  to  help  the  forest  work  for 
people.  Because  it  may  also 
offer  a  partial  solution  to  the 
energy  crisis,  we  commissioned 
an  independent  scientific  study 
to  see  how  big  the  promise,  how 
difficult  the  task.  It's  an  eye 
opener.  And  it's  yours  for  the 
asking,  along  with  a  copy  of  our 
latest  quarterly  financial  report. 
Just  write,  G.  R.  Griffin,  Dept.  F, 
Louisiana-Pacific  Corporation, 
1300  Southwest  Fifth  Avenue, 
Portland,  Oregon  97201 


Louisiana-Pacific 

Helping  the  forest  work  for  people 


Oregon  has  an 
electronics  industry 


In  1978  Forbes  asked  if  a  company 
tucked  away  in  the  rolling  hills  of  Bea- 
verton,  Oregon  could  find  happiness  in  the 
fast  moving  world  of  computer  tech- 
nology. Forbes  went  on  to  answer  a  quite 
positive  'Yes,'  noting  Tektronix  sales  in  the 
past  five  years  have  grown  at  a  rate  of 
22  1  percent,  earnings  at  29.3  percent. 
That's  a  better  showing  than  that  of  any 
other  company  in  the  instrumentation 
industry 

Tek  had  sales  in  fiscal  1979  of  $786.9 
million,  an  increase  of  31  percent  over 
1978  sales  of  $598.9  million.  Earnings 
were  $77.1  million,  up  36  percent  over 
$55.8  million  in  1978. 

This  is  one  of  600  electronics  compa- 
nies now  in  Oregon.  The  growth  of  electro- 
nics companies  in  Oregon  has  been  al- 
most as  rapid  as  the  technological 
advancement  of  the  industry — so  rapid,  in 
fact,  that  people  are  now  beginning  to 
speak  of  Oregon  as  "the  Silicon  Valley  of 
the  North,"  comparing  it  with  the  heart  of 
the  electronics  industry  which  lies  below 


San  Francisco  in  the  Palo  Alto-Sunnyvale- 
Santa  Clara  Valley  area. 

The  company  was  founded  in  1946  by 
Jack  Murdock  and  Howard  Vollum.  Start- 
ing with  one  product,  the  oscilloscope,  it 
has  grown  to  a  Forbes  500  company,  sell- 
ing over  700  different  products  to 
customers  in  markets  ranging  from  gov- 
ernment, education,  broadcast  and  TV 
media  to  the  computer  and  electronics 
industry. 

TALENT  SEARCH  NOT  NEEDED 

The  company  has  few  problems  finding 
talent  for  its  continuing  growth.  Its  main 
plant  in  Beaverton  and  its  large  operation 
1 5  miles  south  in  Wilsonville  are  idyllic  set- 
tings, more  like  university  campuses  than 
major  industrial  settings. 

In  fact,  they  operate  somewhat  like  a 
private  educational  institution,  offering 
bachelor  and  master  degree  programs  in 
electrical  and  mechanical  engineering, 
and  business  and  management  disci- 
plines through  cooperation  with  Oregon 


recoil : 

open  for  business 


State  University,  the  University  of  Port- 
land, the  Oregon  Graduate  Center  and 
Portland  Community  College 

Most  jobs  are  filled  from  within  —  ex- 
cept those  requiring  only  entry-level  skills. 

Tektronix  is  currently  in  its  largest  ex- 
pansion program.  An  article  in  the  Sep- 
tember 23  Portland  Oregonian  quoted  the 
President  as  saying  the  company  has  a 
total  of  25  acres  under  construction  in  the 
United  States.  Tektronix  is  currently  ex- 
panding its  general  purpose  building  in 
Wilsonville  by  101,000  square  feet,  and  a 
separate  229.000  square  foot  structure 
there  is  also  almost  complete.  Additional 
building  projects  in  Oregon,  in  the  plan- 
ning stages  or  already  underway,  call  for 
an  additional  850,000  to  900,000  square 
feet. 

Recently,  Hewlett-Packard  established 
a  plant  in  Oregon,  and  other  manufactur- 
ers, plagued  by  high  costs  for  labor  and 
housing... are  looking  here,  too 


OREGON'S  BUSINESS  CLIMATE  IS  ^CHANGING. 
LET  US  SHOW  YOU  WHICH  WAY  THE  WINDS  ARE  BLOWING. 


What's  the  forecast  for  the  80s?  A  gathering 
storm  or  fair  weather  ahead? 

The  Oregon  Business  Barometer  helps  you 
anticipate  changing  currents  in  Oregon's  dynamic  business 
environment. 

This  quarterly  analysis  is  crisp,  concise,  accurate 
and  free,  from  United  States  National  Bank  of  Oregon.  To 
get  future  issues,  or  for  help  in  any  area  of  business  banking. 


simpK'  write  Kevin  Kelly;  vice  president  and  economist,  at 
R0.  Box  4412,  Portland,  Oregon  97208. 

With  more  than  $4  billion  in  assets  and  expo- 
sure to  businesses  throughout  the  region  and  internationally, 
we  think  you'll  find  us,  and  The  Barometer,  remarkably 
sensitive  to  the  winds  of  change. 

PUT  US.  TO  WORK  FOR  YOU.  ^ 


At  Pacific  Northwest  Bell,  we  give  premium 
coverage  to  insurance  companies. 

It's  done  by  a  team  of  specialists  who 
thoroughly  understand  the  business. 

They'll  study  a  problem,  then  tailor  voice 
and  data  recommendations  to  increase  a 
company's  efficiency. 

It's  no  accident  that  we  apply  the  same 
policy  to  other  areas:  forest  products,  retail, 
hotel/motel,  real  estate,  transportation, 
wholesale,  computer  data  services,  practi- 
cally every  industry  segment. 

To  see  what  we  can  do  for  you,  call  your 
Pacific  Northwest  Bell  Account  Executive. 
And  avoid  unnecessary  business  risks. 


Pacific  Northwest  Bell 


Oregon  has  a 
garment  industry 


NWHITE  STRG 


Sportswear  by  the  Wool  People 


Jantzet^y 


Oregon's  Tourism 


Oregon  has  a  billion  dollar  a  year 
tourism  industry.  In  1978  almost  14.5 
million  tourists  visited  Oregon.  They  came, 
lured  by  ski  resorts  in  Northern  Central  and 
Southern  Oregon  ...by  74,000  miles  of 
streamsandover  1600  lakes  and  reservoirs 
.  ..213  state  parks  .400  miles  of  sea  coast. 

They  came  to  run  the  wild  and  scenic 
rivers  such  as  The  Rogue  in  Southern 
Oregon  or  the  Siuslau  or  Deschutes.  Or 
they  come  to  fish  for  Chinook  and  coho 
salmon,  for  trout  such  as  rainbow — or  the 
fighting  land  locked  sockeye  salmon  called 
the  kokanee.  They  come  to  crab  all  along 


the  Oregon  coast  for  the  famous  dunge- 
ness,  called  the  best  tasting  crab  in  the 
world  and  found  only  from  Northern 
California  to  Canada. 

They  come  to  hike  in  a  land  of  sheer  and 
startling  waterfalls  forest  and  mountain 
brooks  Or  they  come  to  Crater  Lake,  to  the 
fascinating  Oregon  caves  of  South  Central 
Oregon.  Or  to  sea  lion  caves  on  the  coast. 

Tourists,  come  to  Oregon  for  the  same 
reasons  that  record  numbers  are  moving 
here — for  the  marvel  of  it's  diverse  beauty 
and  the  unmatched  livability. 


GROWING 

WITH 
OREGON 

WITH  OVER  $8  BILLION 
OF  LIFE  INSURANCE  N  FORCE 


Standmd 

Dedic  ated  to  Excellence  for  Policyowners 


INSURANCE  COMPANY 
PORTLAND,  OREGON 


Oregon  has  a 
climate... 


City 


WEATHER 

Average  Average 

Monthly  Annual 

Temperature  Rainfall 


Portland 

53 

37  Inches 

Seattle 
Chicago 

51 

39  Inches 

51 

33  inches 

New  York  City  55 

42  inches 

Source:lAfea/rte/-  Handbook,  Revised  1974 

"Rained  all  the  after  part  of  the 
night.  I  slept  but  little  last 
night."  Nov.  5,  1805 

"Eleven  days  rain  and  the  most 
disagreeable  time  I  ever 
experienced."  Nov.  17,  1805, 
William  Clark 

"People  in  Oregon  don't 
tan  — they  rust." 

Bumper  Sticker  c.  1979 

"What  do  we  want  with  this  vast 
worthless  area . . .? 

What  can  we  ever  hope  to  do 
with  the  Western  coast? 

A  coast  of  3,000  miles,  rock 
bound,  cheerless  and  uninviting. 
Mr.  President,  I  will  never  vote 
one  cent  from  the  public 
treasury  to  place  the  Pacific 
coast  one  inch  nearer  Boston." 

Daniel  Webster,  1825 


POPULATION  OF  OREGON, 
1970-1978 


Population 

2.472,000 

2,396,100 

2.341,750 

2,299,000 

2,266,000 

2,224,900 

2,183,270 

2,143,010 

2,091.385 


Total  Employment 


1,119.000 


1.043,000 


966,000 


929,000 


939.000 


939,000 


893,700 


7B 


77 


76 
75 
74 
73 


72 
71 

1970 


Source:  Center  For  Population  Research 
and  Census  Portland  State 
University,  Portland,  Oregon 
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If  they  held  a  race  to  see  who  arrives  first 
at  environmental  emergencies,  we'd  win! 


Any  company  can  acquire  personnel,  choppers,  jet  boats,  oil  re- 
covery devices,  protective  suits  (like  the  one  in  this  photo),  and  the 
other  sophisticated  equipment  that  go  with  the  unique  20th  century 
business  we  call  environmental  emergency  services,  but  very  few 
have  molded  them  into  a  team  that  can  respond  to  any  problem, 
anywhere,  immediately. 

That's  because  the  business  of  cleaning  up  hazardous  spills 
(petroleum,  chemicals,  etc.)  is  similar  in  many  ways  to  team  sports. 
You  start  with  a  good  coach,  recruit  the  best  talent,  train  them  in  the 
best  techniques,  invest  in  the  most  modern  equipment  available, 
instill  a  determination  to  win,  and  then  back  them  all  the  way  to 
the  championship. 


This  is  what  we've  done  at  our  company.  We've  built  a  feam  at 
Western  Environmental  Services.  People  who  know  how  to  deal 
with  emergencies  worldwide  such  as  marine  accidents,  pipeline 
ruptures,  truck  wrecks  or  train  derailments. 

We  have  people  and  equipment  deployed  throughout  the  United 
States  to  respond  at  a  moment's  notice  anywhere  in  North  America 
and  worldwide  when  needed.  The  total  human  and  equipment  re- 
sources of  our  diversified  company  greatly  maximize  this  service. 

That's  how  we've  developed  our  winning  team. 
For  more  information,  call  our  toll-free  business 
number.  Or,  in  an  emergency,  call  our  toll- 
free  HOTLINE  number.  Our  team  will  get 
things  on  the  right  track.  Immediately! 

mm 


Western  Environmental  Services  Co. 

GENERAL  OFFICES:  Portland,  OR  (503)  285-91 1 1  •  (24  Hour  Service) 
St.  Louis,  MO  (314)  532-7660  •  San  Francisco,  CA  (415)  234-8362  • 
Seattle,  WA  (206)  682-0377 

Offices  also  in  Hamilton,  Bermuda  •  Vancouver,  Canada  •  Montreal.  Canada  •  Honolulu,  HI  • 
Wake  Island  •  Rio  de  Janeiro  •  Foz  do  Iguacu,  Brazil  •  Mexico  City 

EMERGENCY  HOTLINE:  (Manned  24-Hr/Day  800-547-0792  (All  states) 
800-452-0769  (Oregon  only)  CABLE:  WILDWEST  -  TELEX:  151372 


Riedel 

International,  Inc. 

P.O.  BOX  3320,  PORTLAND,  OREGON  97208 


On  the  occasion  of  our  50th  anniversary,  we  announce  the 
change  of  our  corporate  name  from  Willamette-Western  to 
Riedel  International.  Over  a  half-century  we've  grown,  diversi- 
fied, and  developed  into  industry  leaders  in  a  dozen  fields.  The 
companies  listed  form  a  proud  team,  backed  by  resources 
of  sophisticated  equipment  and  talent  plus  our  own  special 
"imagineering"  capability,  that  allows  us  to  tackle  the  most 
challenging  jobs...  Any  where  in  the  world. 


Riedel  International,  Inc. 

Willamette  Western  Co.* 
Western  Pacific  Marine  Services  Co.** 
Western  Environmental  Services  Co. 
Western  Pacific  Construction  Materials  Co. 
Western  Pacific  Dredging  Co. 

'Subsidiaries 

Western  Pacific  Drilling  C: 


Western  Pacific  Erectors  Co. 
Western  Pacific  Foundations  Co 

"Subsidiaries 

Willamette  Tug  and  Barge  Co. 


Western  Tug  and  Barge  Co. 


"Imagineering  a  better  world' 


regon: 

open  for  business 


OREGON:  Open  for  Business- offers  these  incentives: 


•  OREGON  PERMIT  COORDINATING 
CENTER.  Provides  a  "one  stop"  review 
process  consolidated  hearings. 

•  PERSONAL  PROPERTY  TAX  OFFSET 

•  PROPERTY  TAX  EXEMPTION 

•  OPTIONAL  PREPAYMENT  OF  TAXES 

•  DEVELOPMENT  REVENUE  BONDS 

These  bonds  may  be  used  to  finance  up 
to  100  percent  of  capital  expenditures. 


•  PORT  REVOLVING  LOAN  The  De 

partment  of  Economic  Development 
$4  million  revolving  loan  fund  from 
which  it  can  lend  Oregon  Port  Districts 
up  to  $250,000  for  "port  development 
projects." 

•  JOBS  TAX  CREDIT  Qualified  Oregon 
employers  can  receive  $50  a  month  for 
each  employee  he  keeps  on  the  payroll. 

For  more  information  on  the  above 
programs,  contact: 


•  TAX  CREDITS 

•  TAX  INCENTIVES 


DEPARTMENT 
OF 

ECONOMIC 
DEVELOPMENT 

921  S.W.  Washington 

Portland,  Oregon  97205 
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sople  keep  coming  to  Oregon  for  our 
ountains  and  trees.  And  our  clean  air 
id  water.  And  our  outdoor  recreation. 
Companies  are  coming  to  Oregon  for 
le  same  reasons.  After  all,  companies 
'e  people.  But  they're  also  coming 
3cause  of  our  phenomenally  healthy 
id  diversified  business  climate.  And, 
9fore  they  move,  they  usually  see  the 
3rt  of  Portland  first.  Because  we  can 


help  with  site  selection,  financing,  per- 
mits, energy,  labor,  transportation,  and 
tax  data— whatever  is  needed. 

Despite  the  land  rush,  we  still  have 
prime  sites  available  in  two  industrial 
parks,  both  within  minutes  of  Portland's 
business  district.  What's  more,  our  two 
general  aviation  airports  have  space 
available  too,  some  right  on  taxiways. 

If  you  re  thinking  about  buying  or 


leasing  land  at  a  major  West  Coast  p 
phone  Mort  Michelson,  our  Econom 
Development  Manager,  at  800-547-8 
Port  of  Portland,  Portland,  OR  97208 
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vn  and  almost  out,  America's  left  wing  tries  to  regroup,  using  big 
in  ess  as  its  scapegoat.  Don't  sneer:  Soaring  energy  costs  and  an 
ending  recession  could  give  its  slogans  credence. 


The  not  so  lonely  Left? 


By  Ann  Hughey 


he  big  corporations  are  going  to 
be  to  the  next  decade  what  Bull 
Connor  was  to  the  civil  rights 
"  tnent.  Corporate  America  is  the 
acism,"  says  Don  Rose.  He  says  it 
dl  the  force  of  revelation. 
3  is  Don  Rose?  He's  no  fringe  iadi- 
t  a  49-year-old  Chicago-based  po- 
consultant,  a  former  press  secre- 
jb  Martin  Luther  King  Jr.,  who  man- 
Chicago    Mayor    fane  Byrne's 
—  j;sful  campaign.  Rose  is  also  an 
|:d  member  of  that  seemingly  en- 
tted  species:  the  American  Left, 
jig  to  the  port  of  Senator  Edward 
,  |dy  but  stopping  short  of  lunatic- 
Maoists  and  other  sectarians,  the 
is  fallen  on  hard  times, 
n  a  few  exceptions,  such  as  Jane 
and  Tom  Hayden,  the  Left  is 
up  of  unknowns  like  Don  Rose, 
arganizations,  with  names  like  the 
hell  Alliance  or  ACORN,  sound 
Their  issues — antinuclear,  pro-so- 
ver,  breaking  up  corporations — are 
Their  tactics — attempted  shut- 
of  the  New  York  Stock  Exchange, 
r-eat   rallies   in  Chicago — seem 
more  at  TV  cameras  than  at  victo- 
i  easy  to  dismiss  it  all,  have  a  laugh 
i  Fonda  and  forget  it. 
t  would  be  a  mistake.  The  Left  has 
>  been  a  factor  in  American  poli- 
s  heroes,  from  Tom  Paine  to  Hen- 
illace,  have  been  ridiculed  and 
But  a  great  deal  of  yesterday's 
agitation  is  today's  law.  What  is 
security?  Or  antitrust?  Or,  for  that 
•,  pure  food  and  drug  laws?  Old  left- 
ssues,  one  and  all. 
le  1950s  and  1960s,  the  Left  was 
upied  with   social   issues — civi 
and  poverty.  It  was  energized 
antiwar  revolt  but  demoral 
)y  McGovern's  crushing 
defeat.  As  energy  and 
on  became  Amen 


in  the  mid-Seventies,  the  American  Left 
found  itself  with  no  issues,  no  program, 
no  constituency. 

But  the  Left  has  been  trying  to  re- 
group, rethinking  its  program  and  ap- 
proach. Again  the  term  "progressive"  is 
in  vogue  among  leftists,  its  old  procom- 
munist  association  faded.  "Calling  your- 
self a  progressive  is  a  way  to  distinguish 
yourself  from  liberals  without  saying 
what  you  stand  for,"  says  one  socialist. 

The  historical  roots  today's  leftists  ap- 
pear to  be  reaching  for  go  back  to  the 
early  20th-century  progressive  move- 
ment. Those  were  the  days  of  "Fighting 
Bob"  LaFollette,  the  Wisconsin  senator 
who  split  off  from  the  Republican  Party 
and,  with  his  small-business  and  farmer 
following,  took  on  that  day's  business 
monopolies,  especially  the  oil  industry. 


Thus  the  new  agenda  the  Left  is  grop- 
ing toward  is  more  Henry  David  Thoreau 
than  it  is  Vladimir  Lenin.  The  still 
murky  program  includes  schemes  to: 
ban  all  nuclear  power; 
break  up  or  nationalize  Big  Oil; 
foster  some  type  of  decentralized  econ- 
omy dependent  on  solar  energy; 
impose  price  controls; 
put  consumers  and  unionists  on  corpo- 
ration boards; 

splinter  all  large  companies; 
give  employees  majority  stock  control 
of  their  firms; 

penalize  a  company  if  it  attempts  to 
close  or  move; 

put  pension  fund  money  into  so-called 
socially  responsible  projects  such  as  solar 
power,  and  shed  holdings  in  companies 
with  South  African  interests  or  other 
attributes  considered  undesirable. 

All  these  ideas  and  more  can  be 
loosely  grouped  under  the  rubric 
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of  economic  democracy.  Depending  on 
who  is  speaking,  these  two  words  mean 
anything  from  European-style  socialism 
to  old-fashioned  trustbusting.  There  are 
also  criticisms  of  federal  power  and  bu- 
reaucracy as  today's  left-wingers  attempt 
to  ride  with  the  anti-Washington  tide, 
but  only  when  it  comes  to  ineffective 
social  programs.  There  is  no  sympathy 
for  business  critics  of  big  government. 

"The  real  key  is  anticorporate,"  con- 
cedes Michael  Harrington,  head  of  the 
3,500-member  Democratic  Socialist  Or- 
ganizing Committee  (DSOC),  which 
works  to  influence  Democratic  Party 
policy.  An  ideal  target,  the  corporation. 
It  is  not  human  and  when  it  fights  back 
you  can  say  it  is  using  its  vast  power  and 
money  against  the  people. 

Vague  and  protean?  Yes.  But  conserva- 
tive political  analyst  Kevin  Phillips,  once 
a  Nixon  adviser,  warns  of  growing  public 
antibusiness  sentiment  and  the  threat  of 
this  new  left-wing  pocketbook  populism: 
"They're  largely  in  keeping  with  the  na- 
tional trend  to  participatory  democracy. 
The  Left  is  no  longer,  as  it  was  with 
social  issues,  going  against  the  Middle 
American  cultural  grain." 

This  American  Left  sees  itself  as  dis- 
tinct from  old-line  New  Deal  liberalism. 
Listen  to  Rose,  Mayor  Byrne's  manager: 
"Liberalism  is  having  a  hard  time  sup- 
porting traditional  Keynesian  economics 
which  just  doesn't  work  in  the  situation 
we've  got — any  more  than  free  market 
economics  is  going  to  work.  And  the 
liberals  themselves  are  having  all  sorts  of 
reservations  and  second  thoughts  about 
government  spending  programs,  about 
race  relations,  abortion,  gun  control." 

"Programmatically,  there  is  very  little 
between  the  tarnished  and  collaps- 
ing economics  of  the  liberal  New 
Deal  and  the  tarnished  and  re- 
mote and  abstract  economics  of 
socialism,"  says  Tom  Hayden, 
seeking  to  establish  a  unique 


selling  position  for  the  hodgepodge  of 
ideas  espoused  by  his  California  political 
machine,  the  Campaign  for  Economic 
D-emocracy.  Using  a  neutral  phrase  like 
economic  democracy  is  a  way  to  avoid 
the  taint  of  the  word  socialism. 

Interestingly,  the  Left  says  little 
about  foreign  affairs,  aside  from  a 
few  painful  debates  about  human 
rights  in  Vietnam  or  the  Palestine  Liber- 
ation Organization.  This  isn't  surprising. 
The  Left  wants  to  keep  as  wide  a  dis- 
tance as  possible  between  itself  and  Sovi- 
et Russia.  Cuba's  allout  embrace  of  Rus- 
sia and  rent-an-army  accommodation  to 
Soviet  policy  in  Africa  have  discredited 
Fidel  Castro.  Libya,  Iran  and  Algeria  are 
.hardly  populist  paradises,  and  China's 
new  accommodation  with  the  West  and 
creeping  capitalism  have  made  it  an  em- 
barrassment to  the  Left.  As  for  Vietnam, 
this  issue  which  once  united  the  Left  is 
now  dividing  it,  with  some  partisans 
criticizing  genocide  in  Indochina  and 
others  putting  the  blame  on  the  disrup- 
tions caused  by  U.S.  intervention  there. 
Israel  and  the  Middle  East  are  even  more 
touchy  subjects  because  so  many  Ameri- 
can Jewish  leftists  retain  strong  pro-Is- 
raeli sentiments. 

Foreign  affairs  are  quite  perplexing 
these  days.  Better  stick  to  pock- 


etbook issues,  like  the  old-line  ]  sic  ' 
cians  do 

Under  the  domestic  banner  of  an 
poratism,  the  Left  enlists  big  namfl  («v 
Ralph    Nader,  environmentalist 
Commoner,  Hayden  and  his  wif|Jfi 
tress-activist  Jane  Fonda,  United 
Workers  President  Douglas  Frasel  ols 
machinists    union    President  W 
Winpisinger. 

There  is  also  a  network  of  old  p 
consumer,  environmental,  comrrj  ; 
and  minority  groups  and  at  leas  m^i 
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major  coalitions  to  bind  these  sea 
interests  together:  COIN  (Const 
Opposed  to  Inflation  in  the  Neces^* 
linking  60  activist  groups)  and  the 
zen/Labor  Energy  Coalition.  More 
tional  political  groups  include  M 
Harrington's  DSOC  and  a  new  thir 
ty  effort,  the  Citizens  Party. 

The  current  economic  prophet  < 
Left  is  Gar  Alperovitz,  codirector  t 
the  Center  for  Economic  Alter- 
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s  in  Washington  and  a  chief  mover 
|;haker  behind  COIN,  which  sees 
isive  corporate  economic  power 


-  bans 

lsts  big  narM 

|(>rporate  influence  over  government 
'  as  a  major  cause  of  the  current 
on." 

rovitz  urges  some  type  of  price 
ils  over  food,  energy,  housing  and 
care  on  the  grounds  that  inflation 
se  necessities  has  been  rising  at  a 
rate  than  in  the  economy  as  a 
Among  his  host  of  proposals  is 
at  government  should  abandon  the 
synesian  policy  of  trying  to  stimu- 
owth  and  investment  through  gen- 
leasures  like  tax  cuts.  Instead  it 
1  spend  the  money  in  needy  com- 
ies  like  fohnstown,  Pa.  and  on  pub- 
)rks  projects  in  things  like  mass 
pollution  control  and  solar 
Does  this  sound  like  the 
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The  Left's  reigning  economist:  Gar  Alperovitz 

Price  controls,  solar  energy  and.  employee  ownership  are  on  his  agenda. 


Machinists  boss  William  Winpisinger 
Nuts  to  workers  on  the  board. 
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Environmentalist  Barry  Commoner 
Down  with  the  multinationals. 


now-discredited  tax-and-spend  n 
of  the  old  liberalism?  A  bit.  To  difi 
ate  his  product  from  the  older  onej 
ovitz  advocates  pouring  money  or] 
depressed  communities,  combin 
employee  ownership  and  com 
participation  in  management. 

To  those  who  argue  for  letting  i 
forces  solve  economic  problems,  t| 
replies  that  market  economics  is 
vant  in  a  world  controlled  by  huge) 
rations.  Barry  Commoner: 

Our  system  no  more  resemb 
enterprise  than  a  freeway 
bles  a  dirt  road.  Small  com  m 
of  all  kinds  are  being  squeezed 
multinational   corporation  can 
profits  to  a  subsidiary  in  Panama; 
we  tax  it,  switch  jobs  to  a  pl| 
Taiwan  when  American  workers 
higher  wages,  make  a  dangerous; 
cide  in  Brazil  when  its  manufac 
banned  in  the  U.S." 

If  corporations  are  the  target,  Big 
public   enemy   number  one,  foi 
closely  by  nuclear  power.  The  Lej 
ergy  policy  is  based  on  the  sun 
corporations  still  have  not  found 
to  set  a  meter  on  the  sun,  so  thi 
solar  is  not  worth  the  investment 
Heather  Booth,  director  of  the  Cj 
Labor  Energy  Coalition,  whose  m« 
ship  of  about  200  overlaps  sorr 
with  the  labor-oriented  Progressiv 
ance  and  the  inflation-fighters  of 
That  position  sidesteps  the  fa 
large-scale  solar  power  is  not  y 
nomically  viable  by  claiming  it  is 
buried  by  corporate  power. 
The  energy  coalition  wants: 

•  price  controls  reimposed  on  h 
oil,  crude  oil  and  natural  gas; 

•  a  special  federal  prosecutor  to| 
tigate  rising  prices  and  shortages; 

•  a  federal  energy  corporation 
power  to  explore  federal  lands,  pro\ 
and  selling  fuel  in  competition  wj 
oil  industry; 

•  a  nonprofit  federal  body  that 
import  all  oil  and  petroleum  prodi 

•  the  horizontal  and  vertical  d 
ture  of  the  oil  companies. 

These  proposals  and  others  desig 
encourage  conservation  and  solar  < 
development  are  included  in  legis 
called  the  Citizens  Energy  Act,  re 
introduced  in  Congress  by  Senator 
ard  Metzenbaum  (D-Ohio)  and 
sentative  Toby  Moffet  (D-Conn.) 

This  particular  coalition  skirj 
question  of  nuclear  power  because 
of  the  unions  involved  have  me 
with  jobs  on  the  line  if  the  nuclear 
try  were  shut  down.  But  in  gener 
Left  is  in  lock-step  with  groups  in 
sition  to  nuclear  power  and  end) 
solar  power.  Antinuclear  is  a  hanc 
gan  seen  by  the  Left  as  having  the  ] 
tial  of  drawing  together  leftists,  em 
mentalists  and  frightened  middle 
home  owners  who  live  near  n 
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From  hating  nuclear  power  to 
big  corporations  is  a  fairly  easy 
r  a  good  many  people, 
id  Dellinger,  the  64-year-old  left- 
is  one  of  the  top  radicals  in  the 
tr  movement  and  now  edits  a  left- 
gazine.  He  has  this  to  say  about 
?ft's  shift  to  disassociating  itself 
^he  now-unpopular  bureaucratic 
"There's  always  been  a  tendency 
Left  to  talk  about  seizing  power  to 
ow  gain  left-wing  control,  which 
ed  people's  control  or  proletarian 
1  but  generally  means  some  left- 
roup's  control  of  massive,  central- 
gencies.  When  you  start  talking 
solar  power  or  wind,  things  that 
operated  in  small  units,  you  don't 
centralized  mechanism." 
;ftist  writer  Barbara  Ehrenreich 
loes  this  theme  when  she  says: 
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'Energy  shouldn't  just  be  national- 
ito  some  bureauracy  that's  just  as 
e  from  people's  input  and  control 
e  of  the  utilities  are  now."  A  gen- 
on  every  block.  A  solar  panel  on 
oof.  A  faint  echo  of  Mao's  back- 
on  furnaces. 

aps  more  effective  than  the  Left's 
s-beautiful  rhetoric  is  its  concen- 
on  building  grass-roots  organiza- 
round  such  issues  as  rent  control, 
rate  increases — hoping  to  create  a 
uency  that  can  later  be  mobilized 
onal  issues.  Heather  Booth,  a  vet- 
ctivist,  runs  the  Midwest  Acade- 
Chicago  to  train  community  orga- 
to  set  up  such  groups.  Lee  Webb,  a 
McGovern  campaign  worker  and 
professor,  runs  the  annual  Con- 
on  Alternative  State  and  Local 
s  so  the  dozens  of  grass  roots 
with  names  like  Massachusetts 
hare,  the  Ohio  Public  Interest 
Korporati|^ign(  the  Illinois  Public  Action 
jil  and  ACORN  (Association  of 
unity  Organizations  for  Reform 
:an  get  together  and  trade  ideas. 
Left  has  always  lusted  after  labor 
nee  the  late  1940s,  attempts  at 
ity  with  unions  have  failed.  How- 
n  the  wake  of  labor's  legislative 
anizing  losses  of  recent  years  and 
e  of  new  leaders  who  are  not  as 
Iff  nistic  to  the  Left  (and  know  little 
tr  predecessors'  struggles  against 
mmunists),  there  is  a  new  flirta- 
oot.  The  retirement  of  AFL-CIO 
:nt  George  Meany  could  encour- 
ne  left-leaning  unionists, 
t  iam  Winpisinger,  president  of  the 
ved  have  uptional  Association  of  Machinists, 
if  the  nuclei 
But  in  ge» 
ath  groups  i 
iwer  an 
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himself  as  a  socialist  and  is  an 
of  both  DSOC  and  the  Citizen/ 
Energy  Coalition.  Douglas  Fraser 
and  eol  JAW  won  the  promise  of  a  seat  on 


ii  irysler  board  of  directors  as  a  part 
recent  contract  settlement.  The 
fllominated    Progressive  Alliance 
tened  midi  rmed  a  year  ago  to  combat  the 


g  influence  of  business  and  con- 


Where  the  money  comes  from 


Children  of  the  rich  find  new  nays  to  spend  old  money 


The  Left  complains  that  the  corporate  enemy  has  the  wherewithal  to  hire  high- 
priced  Washington  lobbyists,  fund  conservative-leaning  think  tanks  like  the 
American  Enterprise  Institute  and  pour  contributions  into  the  campaign  cof- 
fers of  business-minded  legislators. 

Some  argue  that  the  Left's  strength  has  always  been  in  its  ideas,  not  in  its 
pockets,  and  that  left-wing  purity  would  be  tainted  by  affluence.  But  even 
leftists  have  to  eat  and  the  struggle  for  cash  is  constant. 

Some  of  the  Left's  funding  comes  from  the  guilt-ridden  heirs  to  American 
fortunes  like  Pillsbury,  Levi  Strauss,  Sears,  Roebuck,  Union  Carbide  and  J.C. 
Penney.  They  call  it  alternative  philanthropy  and  have  formed  a  network  of 
small  foundations  to  administer  it.  Instead  of  funding  the  museums,  universi- 
ties and  hospitals  their  forefathers  supported,  they  give  money  to  projects  they 
think  will  bring  about  social  change,  described  by  one  leftist  as  radical  social 
work.  A  few  examples:  political  theater,  a  black  community  newspaper,  an 
antinuclear  group,  a  prostitutes'  union,  a  shelter  for  battered  women. 

Sugar  daddies  are  hard  to  find  and  can  be  just  as  hard  to  hold  on  to,  however, 
so  the  Left  has  also  turned  to  more  professional  fundraising  techniques  like 
direct  mail.  There  to  help  them  is  Parker/Dodd  &  Associates,  a  San  Francisco 
firm  that  grew  out  of  Richard  Parker's  experience  building  circulation  for 
Mother  Jones  magazine.  Mother  Jones  proved  with  its  200,000  paid  circulation 
that  a  left-wing  publication  can  find  a  mass  readership.  Parker,  a  1968  graduate 
of  Dartmouth  and  Students  for  a  Democratic  Society,  uses  direct-mail  tech- 
niques to  raise  money  for  clients  ranging  from  leftist  publications  like  Mother 
Jones  and  In  these  Times  to  environmental  groups  like  Green  Peace.  He  plans  to 
raise  money  for  left-wing  political  candidates  as  well. 

Parker  and  the  radical-rich  foundations  are  signs  of  the  Left's  more  hardhead- 
ed  attitude  toward  money,  after  enough  left-wing  efforts  foundered  for  lack  of 
funding  or  were  mismanaged  into  oblivion.  Enter  the  New  School  for  Demo- 
cratic Management  in  San  Francisco  which  teaches  sound  business  practices 
along  with  the  more  difficult  concept  of  workplace  democracy,  whereby  those 
who  toil  can  vote  on  the  boss  and  the  work  rules.  The  management  methods 
aren't  exactly  Harvard  Business  School,  but  they  do  seem  to  work  at  Mother 
Jones  and  have  been  tested  by  more  traditional  enterprises  in  search  of  ways  to 
improve  productivity. 

"The  Left  has  to  develop  viable  businesses.  The  Left  has  to  be  entrepreneur- 
ial," says  Mark  Dowie,  the  elected  publisher  of  Mother  Jones.  It  could  be  the 
most  radical  shift  on  the  Left  in  a  long  time.— ah 
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Reader's  guide  to  the  Left 


Muckraking  exposes  and  how  to  build  an  H-homh 


Today's  left-wing  publication  is  likely  to  be  a  sleekly  packaged  tabloid-size 
newspaper  or  a  glossy  magazine,  using  color,  flashy  graphics  and  catchy 
headlines.  Those  hard-to-read  mimeographed  sheets  of  yesterday  are  now  fast 
becoming  collectors'  items.  Among  the  most  readable  and  influential  of  the 
new  breed  are: 

In  These  limes.  Founded  1976.  Circulation  18,000.  A  weekly  socialist  tabloid. 
In  These  Times  operates  on  a  financial  shoestring  but  still  manages  to  provide 
some  of  the  most  comprehensive  news  coverage  of  the  activist  Left  and  labor 
available  anywhere.  The  paper's  warts  and-all  reporting  occasionally  provokes 
stormy  reader  reaction,  making  the  letters-to-the-editor  section  a  lively  forum 
for  Left  viewpoints. 

Mother  Jones.  Founded  1975.  Circulation  200,000.  A  slick,  outrageous  month- 
ly magazine  that  prides  itself  on  muckraking  exposes  of  alleged  corporate 
misdeeds.  It  sparked  the  investigations  that  led  to  Pinto  recalls  and  its  latest 
blockbuster  accuses  American  firms  of  dumping  dangerous  drugs  and  chemi- 
cals on  Third  World  countries.  Its  name  comes  from  legendary  labor  organizer 
Mary  Harris  Jones.  ("Pray  for  the  dead.  Fight  like  hell  for  the  living.") 

The  Progressive.  Founded  1909.  Circulation  35,000.  The  monthly  magazine 
was  created  by  Robert  M.  LaFollette  Sr.,  of  the  Wisconsin  political  family,  who 
was  a  leader  of  the  small-business  and  agrarian  progressive  movement  in  the 
early  20th  century.  Among  the  first  contributors  were  muckraker  Lincoln 
Steffens,  Jack  London,  William  Jennings  Bryan,  Louis  D.  Brandeis  and  Clarence 
Darrow.  The  Progressive's  latest  tilt  with  the  establishment  was  over  publication 
of  "The  H-Bomb  Secret,"  delayed  for  six  months  while  the  government  tried  to 
quash  the  story  on  grounds  of  national  security. 

The  Nation.  Founded  1895.  Circulation  40,000.  Like  The  Progressive,  the 
weekly  Nation  appeals  less  to  activists  than  to  intellectuals  with  its  reflective 
stories  on  subjects  like  SALT  II,  Eurocommunism  and  leftist  proposals  to  cure 
the  country's  ills. 

Working  Papers  for  a  Veiv  Society.  Founded  1973.  Circulation  7,500.  A  bi- 
monthly magazine  that  is  a  scholarly  combination  of  the  intellectual  analyses 
of  The  Nation  and  The  Progressive  and  the  activist  interests  of  In  These  Times  and 
Mother  Jones.  The  usually  lengthy  pieces  deal  with  topics  like  the  Bakke  reverse- 
discrimination  case,  unemployment,  community  action  programs  and  the 
effectiveness  of  health  and  safety  legislation.—.!  H 
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servative  groups  and  to  push  uni 
pay  more  attention  to  the  social 
vironmental  costs  of  the  way  their 
tries  behave.  Other  union  officials 
class  war. 

With  its  new  tactics  and  t 
however,  the  Left  has  < 
some  new  problems  for 
There  is,  for  example,  a  weakrn 
single-issue  politics.  The  older  ( 
who  joins  a  community  group  U 
down  electric  bills  or  turns  out  for 
control  rally  is  not  automatically  gi 
protest  nuclear  power  or  want  Doi| 
ser  on  a  corporate  board,  voting  o) 
dend  policy.  Conferences  and  coi 
meetings  tend  to  disintegrate  intij 
ries  of  dreary,  single-issue  oration! 
ducing  endless  laundry  lists  of  injij 
to  be  tackled  but  not  much  effectii 
low-up  action. 

Moreover,  a  Left-labor  meeting 
minds  is  iffy.  "Obviously  the  pea 
the  UAW  are  not  going  to  unite  a 
the  people  of  the  New  Left  in  the  S 
I  mean  our  people  aren't  going  to  j 
that  wild  stuff,  whether  it's  inl 
words  [like  economic  democrac 
what,"  says  Stephen  Schlossberg, 
tor  of  the  UAW's  Washington  offic< 

There  is  also  disagreement 
Left-leaning  unionists.  Winpi 
thinks  Fraser's  idea  of  putting  w» 
on  corporate  boards  is  worthless 
does  he  think  they  should  otherwis 
part  in  management  decision-m; 
"They  got  their  heads  in  their  ass 
it  comes  to  that.  Workers  are  wo  |MQ|f|| 
They  haven't  been  trained  in  mi 
ment,"  says  Winpisinger,  remindir 
that  he  never  finished  high  school. 

Finally,  there  is  no  single  politic, 
sonality  to  which  the  Left  can  ralhj 
ator  Edward  Kennedy  is  thought  of 
old-fashioned,  Big  Government 
He  does,  however,  have  the  best  ci 
of  any  of  the  1980  candidates  of  r 
ing  left-wing  support.  That  could  dl 
and  the  Democrats  more  harm 
good,  as  Carter  troubleshooter 
Strauss  pointedly  told  reporters  req 
But  before  you  dismiss  the  Left 
programless,  largely  negative  force 
relies  on  media  personalities  for 
nance,  pay  heed  to  that  incidem 
month  in  Boston.  At  the  dedicati  W 
the  John  F.  Kennedy  library  there,  J' 
P.  Kennedy  II  upstaged  both  Pres 
Carter  and  his  own  uncle  with  a  ra 
attack  on  corporate  America.  Sneer 
calls  for  economic  sacrifice  from  tr 
tion  to  fight  inflation,  Kennedy  she 
"Inflation  bears  down  hardest  or 
poor.  What  about  the  standard  of  1 
of  the  chairmen  of  the  boards  of  tl 
companies?  Of  the  coal  companie: 
the     agribusinesses?"     TV  car 
whirred,  the  headlines  followed. 
JFK  press  secretary  Pierre  Salinger 
mented:  "We  were  listening  to  the 
tics  of  the  Eighties."  ■ 
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SOW  TO 

'ALL  TOUR  MANN  IN  MANNHEIM 


DIAL  DIRECT 


your  area  has  International  Dialing,  you  can  call  around  the  world  in  almost 
10  time.  How?  By  dialing  yourself.  Without  Operator  assistance,  and  without 
waiting.  Want  Mannheim?  Just  dial: 


INTERNATIONAL  ACCESS  CODE 


COUNTRY  CODE 


CITY  CODE 


+  LOCAL  NUMBER 


011+49  +  621 

K's  that  easy!  And  you  save  money  when  you  dial  yourself-75<t,  about  1 1  %  on 
3-minute  call  to  Mannheim.  Wunderbar! 

ILMOST  DIRECT 

ntil  your  area  has  International  Dialing,  here's  the  next  best  way  to  save  time 
•n  overseas  calls:  Dial  0,  and  tell  the  Operator  the  country  city  and  local  number 
ou  want.  Have  all  your  information  at  hand,  because  the  fewer  questions  the 
)peraror  asks,  the  faster  you'll  reach  your  party  Be  sure  to  specify  Station  or 
5erson  call.  And  on  Station  calls  not  requiring  special  operator  assistance, you  can 
et  the  same  low  rates  as  International  Dialing. 

PS.  Nearly  everyone  can  dial  direct  to  most  numbers  in  Canada,  the 
Caribbean,  Alaska,  Hawaii,  and  parts  of  Mexico-just  as  you  dial  direct  to  cities 
iside  the  continental  U.S. 

Talking  tonnage  or  trysting  with  Tristan,  keep  the  codes  handy  and  use 
hem  when  you  want  to  call  the  world-fast! 


CODES  FOB.  PRINCIPAL  CITIES  IN  THE  FEDERAL  REPUBLIC  OF  GERMANY  (49) 


Aachen 

Berlin 

Bochum 

Bonn 

Bremen 

Dortmund 


241 
30 
234 
2221 
421 
231 


Duisburg 

Dusseldorf 

Essen 

Frankfurt 

Hamburg 

Hannover 


203 
211 
201 
61 1 
40 
51 1 


Karlsruhe 

Mannheim 

Munich 

Nuremberg 

Stuttgart 

Wuppertal 


721 
621 
89 
91 1 
711 
202 


Bell  System 


Hyster  s  forklift  business  suffered  badly  in  the 
last  recession.  But  this  time  will  be  different. 


Learning  to 
do  it  all 


You  know  the  syndrome.  A  com- 
pany is  a  great  marketer,  or  a  su- 
perb producer,  or  a  gifted  technical 
innovator — and  then  proceeds  to  fall  on 
its  face  because  of  the  things  it  does 
badly.  That  would  have  been  a  fair  de- 
scription of  the  state  of  Portland,  Ore.'s 
Hyster  Co.,  one  of  the  two  largest  and 
best-known  makers  of  forklift  trucks,  a 
few  years  back. 

Five  years  ago,  Hyster 's  production  op- 
eration was  a  shambles.  Forklift  orders 
were  coming  in  fast  enough,  but  the 
company  couldn't  get  the  trucks  off  the 
bottlenecked  assembly  lines.  Huge  back- 
logs of  unfinished  inventory  swelled  in- 
terest and  labor  costs.  Competitors  like 
Clark  Equipment  and  Allis-Chalmers 
scrambled  to  push  their  tractors  onto 
Hyster's  angry  customers.  Not  surpris- 
ingly, earnings  slid  from  $2.80  a  share  in 
1973  to  $1.22  in  1974,  operating  margins 
shrank  from  13%  to  8.6%,  and  return  on 
equity,  at  5%,  was  cut  nearly  in  two. 

With  another  recession  looming,  is 
Hyster  poised  for  another  decline?  Prob- 
ably not,  thanks  to  the  prudent  moves  of 
the  last  five  years.  On  sales  of  $600  mil- 
lion last  year,  Hyster's  earnings  were 
$9.38  per  share,  almost  double  the  $5.04 
of  1977.  In  this  year's  first  six  months, 
they  were  up  another  20%,  to  $5.73  (in- 
cluding a  66-cent  gain  from  a  change  in 
England's  tax  law).  And  Jeffrey  Atkin  of 
Piper,  Jaffray  &  Hopwood,  who  follows 
Hyster  closely,  estimates  they  will  reach 
$10.75  for  the  full  year  on  sales  of  $660 
million.  Hyster's  return  on  equity  has 
reached  26%,  a  fivefold  jump — with  eq- 
uity doubling  to  nearly  $260  million 
since  1974.  Long-term  debt  has  been 
pared  to  $47  million.  Hyster's  earnings 
may  dip  moderately  in  1980,  when  most 
heavy  machinery  companies  are  expect- 
ed to  show  earnings  declines,  but  ana- 
lysts predict  a  sharp  rebound  by  1981. 

"We  were  doing  a  lot  of  things  wrong 
in  1974,"  recalls  Hyster's  tall,  trim 
Chairman  William  H.  Kilkenny,  60, 
whose  office  is  bedecked  with  hand- 
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Hyster  Chairman  William  H  Kilkenny 
Disaster  was  a  quick  teacher. 

carved  African  soapstone  statuettes  and 
an  antique  bronze  telescope.  "We  were 
so  concerned  with  expanding  abroad  and 
building  new  models  that  we  forgot  the 
profitability  of  U.S.  operations." 

But  disaster  is  a  quick  teacher.  Kil- 
kenny mobilized  a  nine-man  task  force 
inside  the  company  to  get  Hyster  back 
on  track,  and  in  a  matter  of  months 
launched  "operation  turnaround."  The 
labor  force,  including  middle  manage- 
ment, was  cut  by  about  a  third,  while 
tighter  financial  and  inventory  controls 
were  set  up.  To  recoup  lost  accounts  and 
rekindle  relations  with  disenfranchised 
customers,  Hyster  embarked  upon  one  of 
the  industry's  most  aggressive  market- 
ing campaigns.  Less  than  a  year  later,  in 
1975,  while  competitors  like  Eaton, 
Clark,  Caterpillar  Tractor  and  Allis- 
Chalmers  were  getting  battered  in  the 
recession,  Hyster  was  doing  fine,  its 
earnings  rebounding  handsomely. 

Started  in  1929  as  an  equipment  sup- 
plier to  Oregon's  lumber  industry — its 


name  is  a  corruption  of  "hoist  he 
old  logging  command — Hyster  tod 
20%  of  the  $1.8  billion  U.S.  forklu 
ket,  second  only  to  Clark  Equiprr 
25%.  But  in  profitability,  Hyster  is 
ber  one:  Its  operating  margins  of  1 
nearly  double  those  of  the  materia 
dling  divisions  of  Clark  and 
Chalmers  and  four  times  those  of 
pillar  and  Eaton  (which  sells  lift 
under  the  Yale  brand). 

But  the  turnaround  is  modest 
pared  with  Kilkenny's  goal  for  the 
pany — to  become  the  industry's  1 
outfit.  Much  of  Hyster's  domestic 
will  have  to  come  out  of  the  hide: 
competitors,  given  the  relatively  si 
(4%  a  year)  growth  of  the  U.S.  1 
market.  But  Hyster's  dominance 
faster-growing  markets  of  Europe  (j 
its  earnings  have  burgeoned  38% 
since  1975),  Australia,  Canada  and 
has  Kilkenny  planning  to  boost  1 
earnings  from  30%  of  the  total  to 
50%  in  the  next  five  years.  (The 
pany  is  considering  building  a  ma 
turing  plant  in  China,  plus  oth 
Southeast  Asia.)  He  also  wants 
from  20%  to  30%  the  revenues 
electric-truck  sales,  where  the  U.S 
ket  has  grown  42%  since  1972,  vs 
for  internal  combustion  engine  tru 

The  two  men  who  headed  up 
ation  turnaround,"  William  Fronk, 
dent,  and  Phillip  Frazier,  chief  fin 
officer,  are  also  responsible  in  larg 
for  Hyster's  aggressive  marketir 
gimmicks  include  a  traveling  disp 
Hyster's  and  competitors'  forkli 
that  plant  managers,  dealers  and 
prospective  buyers  can  compar 
products.  On  top  of  a  large  incre 
sales  staff  in  the  last  few  years,  Kil 
plans  to  double  it  in  the  next  five. 

Hyster's  fat  profits,  however, 
from  its  focus  on  high-margin  cu 
ers.  Unlike  Allis-Chalmers,  Cate 
and  Clark,  which  concentrate  oi 
tomers  like  Ford  and  General  Mo 
essentially  a  low-margin,  bulk  busii 
Hyster  makes  its  pitch  mainly  to  c 
nies  willing  to  pay  a  premium  pric 

Hyster's  brilliant  performance 
last  five  years  has  not  sustained  its 
price,  which  at  a  recent  38  was 
below  book  value  and  just  3'/2  time 
year's  expected  earnings.  Kilkenn 
cedes  that  earnings  will  be  som 
affected  by  the  recession,  but  he  is 
dent  that  the  company  is  in  better 
today  than  it  has  ever  been.  So  is 
ter's  board,  which  recently  hike 
dividend  33%,  to  $2. 

If  you  ask  Kilkenny  whether 
any  plans  for  future  diversificatio 
answer  is  a  simple  no.  He  consider: 
ter  not  a  one-product  company,  bui 
er  one  as  broadly  diversified  as  the 
industries  to  which  it  sells  forklifts 
Hyster  endures  the  next  year  or  si 
test  how  right  he  is.  ■ 
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Keene  is  celebrating 

its  sweet  16th 
ecord  quarter  in  a  row. 


"T  $2.5 


1978  1979 
Sales  3rd  Quarter  (Millions) 


1978  1979 
Net  Income  3rd  Quarter  (Millions) 


40* 


1978 


1979 


Earnings  Per  Share  3rd  Quarter 
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The  3rd  quarter  of  1979  was  the 
th  time  in  a  row  that  quarterly  earn- 
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5s  topped  the  earnings  of  the  corre- 
onding  quarter  a  year  earlier. 

Coupled  with  record  first  half  '79 
suits,  that  brings  our  EPS  for  nine 
onths  to  $2.55  compared  to  $  1.91  for 
first  nine  months  of  last  year  —  up 
l%.That,  in  turn,  led  us  to  increase  our 
vidend  50%  to  an  annual  605  rate. 

We  see  more  growth  ahead  be- 
use  bookings  for  the  quarter  are  28% 
ove  last  year's  3rd  quarter.  In  order  to 
ep  up  with  this  rising  demand,  we're 
Iding  more  than  30%  to  plant  capacity 


1978 


Dividends  (annual  rate) 


in  Bearings  and  Lighting. 

Since  Keene  is  only  12  years  old. 
ours  may  be  the  confidence  of  youth. 
But  we  have  16  record  quarters  to  grow 
on.  And  a  specialization  in  Bearings, 
Lighting,  Filtration  and  Laminates  our 
customers  appreciate.  For  more  facts 
and  a  broader  picture,  write  for  our  quar- 
terly and  annual  reports. 


KEENE 

CORPORATION 
200  Park  Avenue,  New  York,  N.Y.  10017 


Its  )U)l  easy  being  a  public  utility  these  days— 
or  one  of  its  stockholders.  If  you  are  yield- 
shopping,  you  must  dig  deeper  than  before. 


Risks  that  come 
with  12% 


It's  no  SURPRISE  to  find  some  electric 
utilities  yielding  12%  or  even  more  these 
days.  As  then  troubles  with  rate  com- 
missions, pollution  laws  and  fuel  prices 
have  mounted,  so  have  yields  all  through 
the  industry.  How  solid  those  dividends 
are  now,  however,  is  another  matter. 
Ohio  Edison,  for  example,  generated  only 
enough  cash  internally  last  year  to  cover 
two-thirds  ol  its  common  dividend  of 
$1.76  per  share.  Its  reported  1978  earn- 
ings of  $1.19  per  share  included  suhstan 
tial  noncash  credits  like  allowances  tor 
funds  used  during  construction  (AFDC) 
and  investment  tax  credits.  It  paid  the 
balance  of  the  dividend  with  borrowed 


money.  That  sort  of  thing  cannot  be 
counted  on  to  continue  indefinitely. 

The  table  below  lays  out  some  of  the 
major  considerations  affecting  the  safety 
and  growth  prospects  for  substantially  all 
U.S.  investor-owned  electric  utilities. 
Data  were  supplied  largely  by  Dillon, 
Read  &  Co.  and  by  Salomon  Brothers. 

The  data  lead  off  with  Wall  Street's 
judgment,  graded  on  a  scale  of  A+  (most 
favorable)  to  E-  (least  favorable),  of  the 
regulators  each  utility  must  deal  with. 
These  companies  are  as  healthy  as  the 
revenues  these  regulators  allow  them  to 
take  in.  Look  at  that  a  lot. 

Next,  look  at  the  rating  of  the  weakest 


Statistical  Spotlig 


preferred  stock  in  the  company's 
structure  and  note  how  well  al 
fixed  charges — interest  and  pr 
dividends — are  covered  by  pretax  ] 
As  calculated  here,  coverage  c 
allowances  for  funds  used  durin 
struction  (AFDC),  the  most  irri 
noncash  item  in  many  utility  j 
statements.  Also,  when  comparing 
lity's  common  dividend  to  its  pe] 
earnings,  keep  an  eye  on  AFDC 
pact;  it  does  allow  the  utility  to  i 
unfinished  plants  in  its  rate  base,  b 
can't  get  paid  directly  out  of  a  hoc 
ing  convention.  Pay  attention  to  hi 
and  gas-dependent  the  utility  is,  rj 
in  mind,  at  the  same  time,  its  lot 
Big  bills  for  OPEC  oil  combine] 
hostile  regulators  could  be  veil 
news,  but  burning  Texas  oil  in 
might  not  be  so  bad  (for  nuclear  d 
ence,  see  Forbes,  May  28). 

Consider  the  company's  capital 
ing  plans.  This  number  constantly 
ates,  but  it  does  give  at  least  a 
measure  of  another  claim  on  cag 
comes  ahead  of  the  stockholder. 

There  are  still  other  concerns 
than  can  possibly  be  dealt  with  in 
such  as  this  one — for  example,  p 
tion  growth  and  industrial  versu 
dential  load.  But  those  below  are  s» 
the  essentials.  ■ 


Metering  the  utilities 


Lowest- 

Fixcd 

AFDC  as 

3-year  con- 

Latest 

Indi- 

Regulatory 

rated 

charge 

%  of 

Oil  &  gas 

struction 

12- 

cated 

Inn 

rating 

preferred 

coverage 

net 

%  total 

budget  (est 

month 

divi- 

Recent 

cat 

Company 

(consensus) 

(S&P's) 

(pretax) 

income 

fuel,  19X1 

per  share) 

EPS 

dend 

price 

yie 

Allegheny  Power 

C- 

A- 

1.61* 

50% 

$25 

$2.3 1 

$1.76 

14% 

12 

American  Electric  Power 

C- 

BBB 

1.43* 

40 

1% 

20 

2.24 

2.22 

18% 

12 

Arizona  Public  Service 

B 

A- 

1.71 

36 

14 

35 

2.74 

2.00 

18 

11 

Atlantic  City  Electric 

B 

BBB  t 

2.1  1 

18 

36 

26 

2.41 

1.84 

17% 

1 

Baltimore  Gas  &  Electric 

C 

AA- 

2.26 

6 

19 

26 

3.51 

2.44 

215/8 

Boston  Edison 

E 

BB 

1.51 

35 

64 

41 

3.51 

2.44 

20  % 

12 

Carolina  Power  &  Lighl 

B- 

BBB 

1.96 

47 

59 

3.06 

2.08 

187/h 

11 

Central  &  South  West 

B 

AA 

2.83* 

28 

64 

28 

2.28 

1.42 

13% 

to 

(  entral  Hudson  Gas  &  Electric 

D 

A- 

1.94 

25 

96 

25 

3.09 

2.08 

18s/b 

1 1 

Central  Illinois  Light 

C 

A 

1.97 

7 

33 

2.39 

1.70 

147/h 

11 

( !entral  Illinois  Public  Service 

C 

AA 

2.03 

21 

3 

20 

1.96 

1 .36 

12% 

11 

Cincinnati  Gas  &  Electric 

C 

A- 

1.88 

29 

1 

24 

2.67 

1.96 

16% 

11 

Cleveland  Electric  Illuminating 

c 

A 

1.50 

41 

4 

26 

2.36 

1.92 

157/h 

12 

Columbus  &  So  Ohio  Electric 

c 

BBB 

1.10 

51 

1 

20  . 

2.60 

2.32 

207h 

1 1 

Commonwealth  Edison 

c 

A: 

1.59 

50 

10 

37 

2.99 

2.60 

21% 

12 

Consolidated  Edison 

D 

BBB 

2.54 

3 

63 

18 

4.29 

2.44 

22Vi 

1 1 

Consumers  Power 

D 

BBB 

1.45 

44 

18 

31 

3.49 

2.36 

187/h 

12 

Dayton  Power  &  Light 

C 

BBB 

1.46 

46 

1 

25 

1.94 

1.74 

14% 

11 

Delmarva  Power  &  Light 

c 

A 

2.00 

23 

26 

14 

1.85 

1.38 

u% 

11 

Detroit  Edison 

D 

BB 

1.42 

45 

10 

29 

1.97 

1.60 

13 

12 

Duke  IV 

B- 

BBB 

1.63 

53 

31 

2.85 

1.80 

16% 

10 

Duquesnc  Light 

c 

BBB  + 

1.50 

32 

15 

1.68 

1.80 

14 

12 

Florida  Powei 

B 

A 

2.78 

1 

52 

66 

3.84 

2.76 

26% 

10 

Florida  Powei      1  ight 

B 

A+ 

2.57 

16 

72 

50 

4.06 

2.40 

24% 

9 

General  Publii  Utilities 

C 

BBB- 

1.59* 

52 

NA 

NA 

1.90 

1.00 

8 

12 

•Composite  based  0  uresfoi  operating  subsidiaries  of  parent  company  NA:  not  available 
Source  Dillon  Read .    <>.  \  electric  utility  industry  financial  summary;  Salomon  linahers 
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Container  Corporation  of  America 


I  believe  that  man  will  not  merely  endure 

he  will  prevail 

He  is  immortal 

not  because  he  alone  among  creatures  has  an  inexhaustible  voice 

but  because  he  has  a  soul 
a  spirit  capable  of  compassion 

and  sacrifice  and  endurance 


William  Faulkner 


Lockheed  knows  how. 


Taking  power  from  the  oceans. 

The  first  sea-based  generating  plant  fueled  by  the  warm 
and  cold  waters  of  the  ocean  is  now  producing  electricity 
off  the  island  of  Hawaii. 

Barge-mounted,  it  is  a  small-scale  version  of  the  free- 
fuel  concept  called  Ocean  Thermal  Energy  Conversion 
(OTEC).  Basically,  the  principle  uses  a  flow  of  warm  surface 
waters  and  cold  deep  waters  to  drive  a  heat-exchanging 
engine,  which  in  turn  powers  electric  generators. 

The  small  Hawaiian  OTEC  installation,  for  which 
Lockheed  has  major  responsibility,  produces  only  about 
50  kilowatts.  But  it  foretells  huge  OTEC  platforms,  each 
producing  enough  power  for  an  onshore  population  of 
100,000  In  groups,  the  floating  plants  could  generate 
all  the  electricity  for  major  cities,  using  only  the  free 
ocean  waters  as  fuel. 


A  proposed  giant  OTEC  plant 


Harnessing  the  wind. 

Atop  a  100-foot  steel  tower  in  Clayton,  New  M« 
two  giant  Lockheed-built  blades  are  being  wind-dp 
furnish  about  15%  of  the  town's  electric  power. 

The  60-foot-long 
blades  are  connected 
to  a  200-kilowatt 
generator  and  rotate 
when  the  wind  ex- 
ceeds about  12  miles 
per  hour,  which  it 
does  most  of  the  time. 

A  joint  project  of 
the  Department  of 
Energy  and  NASA,  the 
Clayton  wind  turbine 
was  the  first  of  such  installations.  A  second  is  noi 
work  on  Culebra  island,  Puerto  Rico,  and  a  third  1 
operating  on  Block  Island,  off  Rhode  Island,  this 

Wind-harnessing  is  a  fast-growing  activity.  And 
estimate  that,  by  the  year  2000,  wind  turbines  coi 
supply  as  much  as  10%  of  the  nation's  electric  en« 

Polishing  up  a  power  plant. 

That  future  outer-space  missions  will  demand  h 
amounts  of  electrical  power  is  certain.  So  Lockhe< 
readying  a  large-scale,  photovoltaic  generating  pi. 
its  first  test  flight  on  board  NASA's  Space  Shuttle 
the  early  1980s. 

The  project  is  being  developed  for  Marshall  Spac 


£  arra\  - 
module 
's  energ 
sn 


■ 


roblem. 


being  wind 
trie  power. 


n  final  operating  form,  it  will  be  a  giant,  foldable, 
array— 13%  feet  wide  by  105  feet  long  — paved 
odules  of  tightly  packed  solar  cells  that  convert 
energy  into  a  hefty  12%  kilowatts  of  power, 
eat,  single  array— largest  ever  in  size  and  specific 
utput  — may  foreshadow  large  orbiting  stations 
smit  electric  power  from  space  to  Earth, 
jorporates  astonishing  engineering.  Its  large  but 


;   ight  mass,  positioned  by  a  telescoping  mast,  folds 


(i  turbines  o 
,5  electric  j 

It. 

nil  demand 
in.  So  Loclth 
generating? 
pace.1"  " 

vlarsb 


soacecraft  storage  area  13%  feet  long,  only  2%  feet 
id  a  mere  5  inches  deep! 

ng  jetliners  more  fuel-efficient. 

in  many  L-1011  TriStars  is  an  exclusive  fuel-saving 
that's  been  called  "the  most  significant  advance 
e  autopilot" 

:omputer-controlled  Lockheed  Flight  Manage- 

/stem  automatically  calculates  altitude, 

nd  other  factors.  Then  it  acts  physically,  without 


Control  panel  for  Flight  Management  System. 

pilot  attention,  to  control  engine  throttles  for  optimum 
fuel-use  efficiency  throughout  flight. 

The  system  isn't  just  for  new  L-1011  s.  It  can  easily  be 
retrofitted  into  existing  planes  as  well. 

And  the  savings?  Big.  They  could  total  millions  of 
dollars  over  the  life  of  each  L-1011  TriStar. 

Working  to  keep  up  our  energy. 

Lockheed  scientists  and  engineers  are  hard  at  work  on 
other  energy  projects. 

They're  investigating  advanced  fuel-cell  power  systems. 
They're  studying  ways  to  make  liquid  hydrogen  the  fuel 
for  future  hypersonic  aircraft.  And  they're  constantly 
looking  at  new  applications  concepts  for  solar  energy. 

When  it  comes  to  solving  complex  problems  by  using 
advanced  technologies,  Lockheed  knows  how. 

Lockheed 


Metering  the  utilities 


Lowest- 

Fixed- 

AFDC  as 

3-year  con- 

Latest 

Indi- 

Regulatory 

rated 

charge 

%  of 

Oil  &  gas 

struction 

12- 

cated 

Inc 

rating 

preferred 

coverage 

net 

%  total 

budget  (est 

month 

divi- 

Recent 

cat 

Company 

(consensus) 

(S&P's) 

(pretax) 

income 

fuel,  1981 

per  share) 

EPS 

dend 

price 

yie 

Gulf  States  Utilities 

Cr 

A 

1.77 

46% 

100% 

$29 

$1.63 

$1.36 

11% 

12. 

Hawaiian  Electric 

C 

A 

2.39 

8 

97 

40 

3.72 

2.44 

24 'A 

10 

Houston  Industries 

A- 

AA 

'  2.49* 

21 

81 

79 

4.90 

2.36 

26'/2 

8 

Idaho  Power 

D 

A 

1.75 

26 

— 

34 

2.32 

2.40 

22 '/s 

10. 

Illinois  Power 

C 

AA 

1.97 

35 

5 

31 

2.64 

2.28 

18% 

12 

Indianapolis  Power  &  Light 

A 

A+ 

2.23 

6 

1 

21 

3.53 

2.12 

21% 

9 

Interstate  Power 

C- 

BBB 

1.66 

27 

4 

14 

1.98 

1.50 

13'/4 

11. 

Iowa  Electric  Light  &  Power 

C- 

BBB 

1.91 

16 

— 

29 

2.12 

1.50 

13 

11. 

Iowa-Illinois  Gas  &  Electric 

c- 

A 

1.91 

36 

4 

48 

2.92 

2.00 

17% 

11. 

Iowa  Power  &  Light 

D 

A 

1.73 

39 

2 

39 

3.39 

2.52 

21% 

11 

Iowa  Public  Service 

D 

A+ 

1.67 

47 

1 

28 

3.87 

2.04 

20 

10. 

Kansas  City  Power  &  Light 

D 

A 

1.67 

54 

4 

35 

3.36 

2.66 

22  M 

11. 

Kansas  Gas  &  Electric 

C 

BBB 

1.54 

54 

43 

39 

1.58 

1.90 

15% 

12. 

Kansas  Power  &  Light 

c 

AA- 

1.86 

56 

27 

43 

2.79 

1.96 

16% 

11. 

Kentucky  Utilities 

C+ 

A 

1.85 

2 

— 

53 

2.86 

2.04 

187/8 

10. 

Long  Island  Lighting 

C- 

BBB 

1.42 

49 

67 

20 

2.46 

1.78 

14% 

12 

Louisville  Gas  &.  Electric 

B- 

AA- 

2.02 

NA 

— 

42 

2.27 

2.06 

18% 

11. 

Middle  South  Utilities 

D 

BB 

1.64* 

80 

78 

33 

2.39 

1.52 

13 

11 

Minnesota  Power  &  Light 

c+ 

A- 

1.79 

22 

1 

29 

3.93 

1.94 

18% 

10 

Montana-Dakota  Utilities 

D 

BBB 

2.59 

12 

1 

27 

2.69 

1.80 

17 

10 

Montana  Power 

E 

BBB+ 

1.96 

8 

2 

47 

2.59 

2.04 

19% 

10. 

Nevada  Power 

C 

BB 

1.62 

6 

11 

36 

3.83 

2.12 

24% 

8. 

New  England  Electric 

C 

A 

2.20* 

25 

NA 

31 

3.56 

2.24 

197s 

11 

New  York  State  Electric  &  Gas 

D 

BBB 

1.65 

24 

— 

33 

2.63 

1.76 

15% 

11. 

Niagara  Mohawk  Power 

D 

BBB 

1.62 

32 

39 

15 

2.03 

1.44 

12% 

11. 

Northeast  Utilities 

D 

BBB 

1.51* 

43 

47 

7 

1.32 

1.10 

9 

12. 

Northern  Indiana  Public  Service 

A 

A 

1.61 

41 

3 

34 

1.90 

1.50 

13% 

11. 

Northern  States  Power 

C+ 

AA 

3.00 

8 

3 

30 

3.52 

2.28 

21% 

10. 

Ohio  Edison 

C 

BBB 

0.95 

68 

2 

27 

1.56 

1.76 

147s 

12. 

Oklahoma  Gas  &  Electric 

B- 

AA- 

1.79 

46 

51 

18 

1.27 

1.60 

14% 

11. 

Orange  &  Rockland  Utilities 

C 

BBB 

2.23 

11 

95 

10 

2.12 

1.56 

127s 

12 

Pacific  Gas  &  Electric 

D 

A 

1.64 

36 

35 

30 

3.81 

2.44 

217s 

11. 

Pacific  Power  &  Light 

C- 

BBB 

1.72 

27 

— 

38 

2.40 

1.92 

17% 

11 

Pennsylvania  Power  &  Light 

C 

BBB 

1.48 

48 

14 

39 

3.37 

2.04 

17% 

11. 

Philadelphia  Electric 

c 

BBB 

1.42 

49 

23 

18 

1.92 

1.80 

14% 

12. 

Portland  General  Electric 

c 

BB 

1.09 

59 

1 

25 

1.43 

1.70 

147s 

12. 

Potomac  Electric  Power 

c 

A 

2.37 

NM 

30 

13 

1.68 

1.40 

117s 

11. 

Public  Service  Electric  &  Gas 

B 

A+ 

2.20 

18 

24 

32 

3.02 

2.20 

18% 

12. 

Public  Service  of  Colorado 

C 

A+ 

1.70 

29 

7 

31 

1.40 

1.60 

13% 

12. 

Public  Service  of  Indiana 

A 

AA 

2.14 

40 

1 

53 

3.75 

2.32 

2274 

10. 

Public  Service  of  New  Hampshire 

C 

BBB 

1.79 

43 

53 

20 

2.88 

2.12 

15% 

13. 

Public  Service  of  New  Mexico 

B 

A 

1.72 

41 

25 

57 

2.55 

1.92 

18% 

10. 

Puget  Sound  Power  &  Light 

D+ 

BBB 

1.63 

25 

2 

48 

1.83 

1.64 

13% 

11. 

Rochester  Gas  &  Electric 

C 

A 

1.74 

34 

1 

25 

2.36 

1.48 

147s 

9. 

San  Diego  Gas  &  Electric 

D 

BBB 

1.41 

33 

75 

21 

1.63 

1.52 

13% 

11. 

Sierra  Pacific  Power 

c 

BBB 

1.96 

24 

36 

29 

1.95 

1.34 

1274 

10. 

South  Carolina  Electric  &.  Gas 

c 

A 

1.67 

48 

15 

19 

1.84 

1.68 

147s 

11. 

Southern  California  Edison 

D 

A 

1.92 

8 

59 

35 

4.56 

2.72 

237s 

11. 

Southern  Company 

D 

BB 

1.47* 

75 

8 

32 

1.36 

1.54 

12 

12. 

Southwestern  Public  Service 

B+ 

AA 

2.24 

16 

55 

17 

1.50 

1.28 

11% 

11. 

Tampa  Electric 

B 

AA 

3.01 

4 

20 

10 

2.20 

1.44 

16  Vs 

8. 

Texas  Utilities 

A 

AA 

2.39* 

27 

40 

24 

2.51 

1.64 

nvi 

9. 

Toledo  Edison 

c 

BBB 

1.54 

45 

— 

32 

2.83 

2.20 

18% 

12. 

Tucson  Electric  Power 

B 

A 

1.47 

42 

26 

18 

2.06 

1.42 

147s 

10. 

Union  Electric 

D 

BBB 

2.01 

26 

— 

26 

1.76 

1.44 

12 

12. 

Utah  Power  &  Light 

B 

AA- 

1.88 

21 

2 

23 

1.97 

1.76 

167s 

10. 

Virginia  Ulccinc  Cx  rUWcI 

DDD 

i/ii 

1.41 

40 

Lo 

in 
ou 

i  7n 

i  /in 

1 .4U 

1U  /8 

i  i 

lz. 

Washington  Water  Power 

D 

A- 

2.42 

14 

34 

2.68 

2.08 

197s 

10. 

Wisconsin  Electric  Power 

B 

AA 

2.89 

7 

3 

45 

3.78 

2.38 

23% 

10. 

Wisconsin  Power  &  Light 

B 

AA 

2.49 

2 

1 

24 

2.53 

1.84 

177s 

10. 

Wisconsin  Public  Service 

B 

AA 

3.35 

1 

36 

2.86 

1.72 

177. 

10. 

'Composite  based  on  figures  for  operating  subsidiaries  of  parent  company.  NA:  not  available.  NM:  not  meaningful 
Source:  Dillon  Read  &  Co  's  electric  utility  industry financial  summary,  Salomon  Brothers 
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price 


18'/, 

\% 

13 

21% 

¥~ 

11% 


li 


Potential. 

Growing  companies  have  it. 
Wells  Fargo  helps  develop  it. 
Understanding  needs.  Finding  paths. 
Focusing  resources  to  open  new  territory. 

Companies  with  potential  deserve 
more  than  money  from  a  bank. 
At  Wei  Is  Fargo  they  get  it. 


Pioneering.  Wei  Is  Fargo  Bank. 


That  curlicue  you  see 
close  up  at  the  left  is  our 
new  Super-Power  FM 
Broadcast  Antenna. 

Four-hundred  percent 
more  powerful  than  old- 
time  antennas,  this  copper-based  innova- 
tion gives  broadcasters  a  lot  more  range, 
precision  and  clarity  for  their  antenna  dol- 
lars. Good  news  in  these  days  of  inflation. 

Helping  broadcasters  get  on  the  air  are 
many  Phelps  Dodge  products.  Including 


building  wire  and  power  cable  for  electric 
power.  Telephone  cable  for  communica- 
tions. Magnet  wire  for  coils,  relays  and 
motors.  And  copper  castings  and  shapes 
electronic  components. 

All  in  all,  each  year,  we  transform  abo 
a  billion  pounds  of  copper  into  innovativ< 
and  useful  products  for  the  broadcasting 
industry  and  others.  That's  because  peor. 
who  depend  on  copper  depend  on  us. 
Phelps  Dodge — the  time-tested  name  in 
copper. 


Station  KFIM  tower,  with  a  Phelps  Dodge  Super-Power  FM  Broadcast  Antenna  (shown  close  up  below  left),  overlooking  El  Paso,  Texas. 


300  Park  Avenue.  New  York.  New  York  10022 


The  copper  people  from 


Phelps  Dodge 


GREAT  BUILDERS  OF  AMERICA 


John  A. 
Roebling 


Washington 
Roebling 


May  24,  1883:  the  spectacular  Brooklyn  Bridge  opens.  And  engineers  call  it:  "The  Eighth  Wonder  of  the  World." 

The  Roeblings  and  the  Brooklyn  Bridge. 
It's  time  for  a  new  age  to  begin. 

When  the  Brooklyn  Bridge 
opened  in  1883,  our  nation 
celebrated.  The  world's  first 
modern  suspension  span  was 
up.  And  remains  today  a  monu- 
ment to  Roebling  ingenuity. 
Throughout  history,  America's  great  building  projects 
have  contributed  to  the  growth  and  prosperity  of  our  country. 
America's  bridges  now  need  help  in  a  big  way.  One  out 
of  five  is  obsolete  or  structurally  deficient.  The  time  has 
come  for  us  to  rehabilitate  them  or  build  new  ones.  And  the 
sooner  we  act,  the  less  costly  it's  going  to  be. 

Lone  Star  is  America's  leading  cement  company.  We're 
also  one  of  the  biggest  and  most  successful  suppliers  of 
aggregate  and  ready-mix  concrete  for  construction. 
Lone  Star  Industries,  Inc.,  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830.  A  great  American  builder. 


^lONESTAR 


Americans  lacking  in  venturesomeness?  Is  U.S.  industry  uncom- 
ive?  Don't  tell  that  to  the  executives  in  Midland,  Mich. 


How  Dow  does  it 


By  James  Flanigan 


tical  President  and  CEO  Paul  F  Oreffice 
.  advantage  lies  not  in  gimmicks  but  in  capital  spending. 

NOVEMBER  26,  1979 


As  Forbes  pointed  out  recently 
(Oct.  29),  there  is  nothing  wrong 
with  the  U.S.  balance  of  pay- 
ments that  a  little  oil  conservation 
couldn't  cure.  U.S.  exports  are  booming. 
Look  at  chemicals.  Right  now  U.S.  man- 
ufacturers are  striking  panic  into  the 
hearts  of  European  manufacturers,  beat- 
ing the  Japanese  on  their  home  ground 
and  in  third-country  markets.  There  is, 
predictably,  even  an  outcry  at  Common 
Market  headquarters  in  Brussels  over  the 
Americans'  "unfair  advantage." 

It's  a  good  feeling.  The  $9.5  billion 
trade  surplus  the  U.S.  chemical  industry 
should  rack  up  this  year  is  a  54%  im- 
provement over  last  year's  $6.2  billion 
surplus — itself  a  record. 

Is  it  too  good  to  last?  The  U.S.  advan- 
tage rests  on  two  factors,  one  perhaps 
temporary  and  artificial,  the  other  prob- 
ably much  longer  lasting. 

The  short-run  advantage — "unfair"  in 
the  eyes  of  the  envious  Europeans — is  in 
energy,  of  all  things.  By  artificially  hold- 
ing down  energy  prices  in  the  U.S. — by 
forcing  U.S.  oil  producers  to  subsidize 
energy  users,  in  effect — Washington  pro- 
vides the  chemical  industry  with  its  fuel 
and  raw  materials — or  feedstocks — at 
lower-than-world-market  prices.  More- 
over, the  U.S.  uses  its  relatively  plentiful 
natural  gas  liquids  as  feedstock  while  the 
Europeans  and  Japanese  use  naphtha,  a 
petroleum  derivative  similar  chemically 
to  gasoline.  Naphtha's  price  has  more 
than  doubled  in  the  past  year,  sharply 
increasing  foreign  production  costs.  U.S. 
companies  can  now  pay  under  $4  for  the 
quantity  of  feedstocks  that  costs  their 
foreign  competitors  close  to  $9. 

This  particular  advantage,  of  course, 
cannot  last.  When  decontrol  comes  to 
U.S.  oil,  as  inevitably  it  must,  energy 
costs  will  rise  to  world  levels.  What 
then?  Will  the  present  export  boom  in 
chemicals  come  to  a  sorry  end?  Some 
people  think  it  will. 
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"They  are  wrong,  dead  wrong,"  says 
Paul  F.  Oreffice  (pronounced  "orifice"), 
president  of  Midland,  Mich.'s  Dow 
Chemical  Co.,  whose  $9  billion  sales  this 
year  could  make  it  the  world's  sixth- 
largest  chemical  company,  the  U.S.'  sec- 
ond biggest.  "People  are  dreaming  if  they 
think  European  costs  are  going  to  get 
below  U.S.  costs,"  says  Oreffice,  whose 
company  has  $1.5  billion  worth  of  new 
capacity  opening  up  this  year  and  next, 
in  the  U.S.,  Canada  and  Korea.  Oreffice 
contends  that  the  competitiveness  of 
U.S.  chemicals,  particularly  that  of  Dow, 
stems  not  only  from  an  artificial,  con- 
trolled-price  gimmick  but  from  the  fact 
that  his  company  spent  the  capital  dol- 
lars over  the  last  five  years  when  the 
foreigners  held  back. 

After  the  oil  price  rise  of  1973-74, 
Oreffice  explains,  the  European  manu- 
facturers were  scared  off  from  expanding 
in  basic  chemicals  by  the  prospect  of 
huge  plants  being  built  in  the  oil  and- 
dollar-rich  Middle  East.  Japan,  which  im- 
ports all  its  energy  and  has  in  any  case 
little  space  to  expand  basic  chemical 
manufacturing,  is  withdrawing  from  in- 
ternational competition  in  the  high-vol- 
ume, commodity  chemicals  such  as  eth- 
ylene, vinyl  chloride  and  styrene  mono- 
mer— products  that  form  the  basis  of 
70%  of  Dow's  profitability. 

Dow's  strategy — as  usual — was  an  ag- 
gressive one.  It  did  not  doubt  that  plants 
would  be  built  in  the  Middle  East,  but  it 
had  a  different — and  correct — view  of 
their  timing.  Ground  has  been  broken  in 
Saudi  Arabia  for  only  one  plant  where 
half  a  dozen  were  once  envisioned;  con- 
struction of  a  huge  Japanese-backed  pet- 
rochemical complex  in  Iran  barely  got 
started  before  stalling  in  the  continuing 
Islamic  upheaval. 

Dow  correctly  foresaw  that  there 
would  be  many  a  slip  between  OPEC 
plans  and  OPEC  accomplishments,  and 
realized  that  the  threatened  glut  would 
not  take  place.  In  fact,  the  fear  of  glut 
would  create  a  tight  market.  Therefore, 
since  1973  Dow  has  tripled  its  capital 
investments — doubled  them,  adjusting 
for  inflation. 

"Dow  has  been  spending  over  $1  bil- 
lion a  year  for  the  last  four  years,"  says 
Oreffice,  52,  Venice,  Italy-born,  U.S.- 
reared,  the  very  image  of  the  true  multi- 
national businessman,  who  last  year  be- 
came Dow's  chief  executive.  "The  Ger- 
man companies,  which  are  much  larger 
than  we,  have  been  spending  only  about 
$800  million  a  year.  They  have  added 
very  little  capacity." 

Dow's  projections  five  years  ago 
showed  world  chemical  demand  catch- 
ing up  with  supply  around  the  start  of  the 
1980s.  In  fact,  supply  and  demand  are  in 
balance  today,  says  Oreffice,  and  Dow  is 
finding  increasingly  that  it  has  a  free 
hand  in  Latin  America  and  Asia  as  the 
Europeans  and  Japanese  pull  back  to  sup- 
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ply  their  domestic  markets. 

What  Oreffice  is  saying  in  his  mildly 
accented  American  English  represents  a 
profound  change  in  the  world  chemical 
business.  Traditionally  foreigners  pro- 
tested the  protectionist  American  Sell- 
ing Price  in  chemicals,  so  as  to  break 
down  barriers  to  the  rich  U.S.  market. 
Now  they  are  running  to  protect  them- 
selves against  the  low-cost  productive 
power  of  U.S.  chemical  makers. 

Now  comes  the  payoff.  After  four  years 
of  flat  earnings,  Dow  has  broken  out  in 
1979.  Earnings  for  the  year  should  reach 
roughly  $760  million,  about  $4.20  a 
share,  a  33%  increase  over  1978.  The 
picture  for  1980  is  unclear  because  Oref- 
fice recognizes  that  a  simultaneous 
downturn  in  the  U.S.  and  Europe  could 
hurt  Dow,  which  now  gets  50%  of  its 
business  abroad  (some  25%  of  its  U.S. 
production  is  exports).  Besides,  there  will 
be  startup  costs  to  absorb  in  1980  on 
much  of  that  new  capacity. 

But  of  the  years  1981-85,  Oreffice,  a 
financially  minded  chemical  engineer 


"Dow  has  been  spending  over 
$1  billion  a  year  for  the  last 
Jour  years,"  says  Oreffice.  "The 
German  companies  have  been 
spending  only  about  $800  mil- 
lion a  year.  They  have  added 
very  little  capacity." 


trained  at  Purdue  University,  has  no 
doubts  whatever.  He  calls  those  years  a 
new  "golden  era"  for  Dow  when  earn- 
ings will  advance  year  to  year  at  least 
15%.  Dow  could  well  be  earning  over  $6 
a  share  by  1983,  with  annual  returns  on 
equity  at  or  near  20% . 

Was  it  simple  foresight  that  led  Dow 
to  its  strong  current  position?  Foresight, 
of  course,  is  never  simple,  and  acting  on 
it  is  less  so.  The  key  to  Dow's  success 
appears  to  be  its  policy  of  replacement- 
cost  pricing.  When  energy  and  feedstock 
prices  escalated  in  1974  Dow  didn't  hesi- 
tate to  jack  up  its  prices  to  cover  the 
increased  costs,  adding  an  ample  margin 
for  profit.  Meanwhile,  many  rivals  un- 
derpriced  their  product,  fearing  to  lose 
market  share,  but  Dow  has  never  wor- 
shiped at  the  altar  of  that  false  god,  mar- 
ket share.  Did  Dow  suffer?  Dow's  earn- 
ings soared  in  1974  and  continued  going 
up  in  1975.  Oreffice  gestures  with  his 
thumb  and  forefinger  one-half  inch  apart 
to  illustrate  how  much  market  share  the 
company  lost  because  of  that  pricing 
policy.  Dow  did  the  same  thing  this  year 
in  Europe  to  compensate  for  higher 
naphtha  prices  and  lost  not  a  jot  of  mar- 
ket share,  further  reinforcing  the  com- 
pany's vision  that  there  is  no  surplus 
overhanging  chemical  markets. 

Credit  for  the  pricing  policy  goes  to 
Paul  Oreffice,  who  was  financial  vice 


president  from  1970  to  1975.  G. 
Williams,   the   current  financia 
president,  says,  "Oreffice  picked 
working  for  us  in  South  America 
you  would  get  killed  if  you  didn 
prices  to  keep  up  with  inflation." 
Oreffice  got  the  Midland-based  fir] 
vice  president's  job  just  because 
shown,  in  Brazil,  that  he  knew  r! 
make  money  in  an  inflationary  eri 
ment.  A  proficient  tennis  playei 
the  bony  features  of  an  Italian  aris 
but  the  casual  dress  and  manne 
middlewestern  American,  Oreffia 
a  visitor  a  basic  economics  less^ 
your  costs  are  $  1 ,  you  charge  $  1 . 1 C 
your  profit.  But  if  your  costs  go  to  $ 
cannot  charge  $2.10.  You  must 
$2.20  or  above  so  that  you  can  co 
in  business  and  make  a  profit." 
the  profit  buildup  of  1974  that  a 
Dow  to  embark  on  its  ambitious  < 
spending  program,  the  foundation 
bright,  internationally  competitii 
ture.  Profits  have  a  way  of  doing  t 
the  U.S.  seems  at  times  in  dan 
forgetting. 

Dow,  headquartered  in  out-of-th 
Midland,  Mich,  since  its  found 
1897,  is  a  company  that  follows  il 
vision.  Its  18-man  board  of  direc 
composed  almost  entirely  of  insic 
is  a  smart  company;  it  is  not  suj 
man.  In  trying  to  cover  all  bases  o 
material  supply,  Dow  believed  li 
erybody  else  that  U.S.  natural  gai 
plies  would  decline  more  rapidly 
they  have.  It  is  spending  $700  mill 
an  oil  refinery  and  naphtha  crac 
Texas  and  Louisiana,  making  at 
some  of  its  operations  dependent  c 
ported  crude  oil  just  when  OPEC's 
are  going  through  the  roof.  But  we 
for  adaptable  Dow.  "The  crude  uni 
turn  out  to  be  profitable  for  reasoi 
don't  see  at  the  moment,"  says  1 
tive  Vice  President  Robert  W.  Lur 
"We're  going  to  make  aviation 
there." 

Meanwhile,  Dow,  with  Dome 
leum,  owns  vast  supplies  of  natural 
western  Canada  where  it  is  builc 
$600  million  ethylene  and  vinyl  ch 
complex.  It  depends  for  its  compe 
ness  in  a  commodity  business  l 
much  on  any  particular  energy  sour 
on  the  efficiency  of  its  plants.  It  dc 
own  engineering,  even  designs 
builds  its  own  process-control  coi 
ers.  "We  build  plants  30%  cheapei 
anybody  else,"  says  Paul  Oreffice 
we  are  the  most  internationally  m 
U.S.  chemical  company."  Dow  is  si 
ly  confident,  ready  to  take  on  work 
kets  against  all  comers.  Those  whc 
lost  faith  in  the  strength  and  cor 
tiveness  of  U.S.  business  overloo 
fact  that  there  are  still  more  than 
Dows  proudly  carrying  the  banr 
U.S.  industry  to  the  farthest  corn' 
the  world.  ■ 
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Think  of  us  as 
an  uncommon  company 

Basically 


Communication  is 
the  nerve  center 
of  todays  bus- 
iness world  □ 
yet,  Parkinson  s 
latest  law  flaws 
our  depend- 
ence on  elec- 
tronic discourse ... 

□  "the  vacuum 
created  by  failure 
to  communicate  is 
quickly  filled  with  rumor, 
misrepresentation,  drivel."  □ 
Electronics  can  only  transmit  words, 
figures  □  only  people  can  create  ideas  □ 
shape  and  balance  them  □  react  to  them 

□  nurture  them  to  belief  □  Its  why  we  take 
time  out  from  technology  for  personal 
communication  □  face-to-face  □  It  makes 
sense  □  personally  □  and  in  business. 


EMHART 

For  more  information,  write  V.P.  Public  Relations, 
P.O.  Box  2730,  Hartford,  Connecticut  06101 


What  Proposition  13  hasn't  done  to  state  and 
local  spending,  high  interest  rates  might. 


Mr.  Jar  vis,  meet 
Mr.  Volcker 


Social  historians,  please  note:  In 
this  month's  general  elections,  less 
than  $2.4  billion  worth  of  new  tax- 
exempt  bond  proposals  appeared  on  local 
ballots,  a  big  drop  from  the  $4  billion  of 
1978  and  the  lowest  figure  in  a  decade. 
Fully  as  significant,  however,  were  bond 
issues — already  approved — that  cities 
and  states  either  could  not  bring  to  mar- 
ket, or  didn't  even  try  to. 

About  $  1 .85  billion  worth  of  municipal 
and  state  issues  have  been  postponed 
since  the  Federal  Reserve's  blitzkrieg 
against  inflation  started  in  earnest  on 
that  momentous  Saturday  in  October.  In 
some  cases  the  bond  issues  were  shelved 
because  their  interest  rates  would  have 
exceeded  legal  ceilings  that  were  as  low 
as  6%  (for  Mississippi  and  Oklahoma 
state  general  obligation  bonds,  for  exam- 
ple). Legislatures  since  have  been  rushing 
to  raise  those  statutory  limits,  but  that 
may  not  change  things.  Many  issues 
would  have  carried  rates  the  issuing  au- 


thority couldn't  afford  to  pay,  or  cautious 
underwriters,  with  the  interest-rate  peak 
still  not  in  sight,  simply  wouldn't  bid. 

Robert  A.  Gerard,  who  heads  public 
finance  for  Dillon,  Read  &  Co.,  has  been 
advising  clients  to  postpone  issues  for  six 
to  nine  months  when,  Gerard  believes, 
"rates  may  be  considerably  lower." 

After  the  Fed's  move,  the  state  of  Illi- 
nois deferred  an  Oct.  30  offering  of  $130 
million  of  general  obligation  bonds.  Lou- 
isiana postponed  a  $108  million  offering 
Oct.  9  after  rejecting  all  bids — the  lowest 
at  6.39%.  Pennsylvania  hasn't  been  able 
to  sell  a  $200  million  issue  and  has  put 
one  off  until  after  the  first  of  the  year. 
Los  Angeles'  Department  of  Water  and 
Power  canceled  a  $75  million  bond  offer- 
ing and  will  issue  $50  million  in  five-year 
notes  instead. 

Particularly  hard  hit  has  been  the  use 
of  tax-free  money  to  finance  mortgages 
on  private  residences  at  "low"  rates.  One 
of  last  month's  casualties,  for  example, 


Dillon,  Read's  Robert  A.  Gerard 
Cities  must  bite  the  bullet  . 


or  swallow  it. 


172 


was  a  proposed  $70  million-to-$ 
lion  issue  by  Battery  Park  City  Au| 
for  New  York  City  housing.  It 
have  required  the  authority  to 
least  8% — when  a  hard-earnedl 
guaranteed  Section  8  multifamily 
ing  mortgage  would  bring  in  or 
from  the  housing  developer. 

In  Oklahoma,  even  though  sch< 
tricts  can  legally  pay  7%  (1%  high 
state  general  obligations),  voters  h 
jected  most  bonds  above  6%,  a 
which  underwriters  will  not  bid. 

But  the  most  profound  effect 
on  the  growing  move  to  public 
ship  of  electric  utilities.  Alreadi 
municipal -bond  expert  Bernard  L 
Jr.  of  First  Boston,  the  debt  service) 
age  of  some  of  the  newer  municip^ 
ties  has  dropped  because  of  highc 
est  and  construction  costs. 

For  example,  says  Smith,  the 
building  power  plants  in  1973-74 
upward  to  about  $400  per  kilowat 
it  has  soared  to  $1,538  (for  Wash 
state's  giant  Nuclear  Project  No 
some  cases,  like  the  proposed 
Station  coal-fired  project  in  nd 
Arizona,  the  cost  of  environment 
tection  equipment  is  33  cents  q 
construction  dollar.  Higher  intere; 
on  top  of  that  clearly  may  prom 
voters  to  decide  it's  better  to  havi 
regulatory  agency  squeeze  the  he 
corporations  on  rates  than  to  i 
with  those  problems  themselves. 

Take  the  Michigan  South  ( 
Power  Agency.  It  was  formed  in  1 
five  small  communities  to  "free" 
selves  from  private  power.  Last 
MSCPA  shelved  a  proposed  $94  n 
bond  issue  for  building  a  55-mei 
coal-fired  plant.  Ironically,  its  cus 
pay  about  50%  more  for  powei 
their  own  generator  than  for  eleq 
from  Consumers  Power,  the  loc 
vately  owned  utility. 

The  reason  for  the  tax-exempts 
bles  isn't  their  issuers'  financial 
tion — as,  in  some  cases,  it  was  ii 
and  1975.  Says  Robert  Downing  oi 
dinavian  Securities:  "This  is  a 
crisis,  not  a  credit  crisis.  The  fe 
time  is  that  nobody  knows  wh 
upside  limit  is  on  interest  rates." 

Most  municipal-bond  speciali 
pect  the  slowdown  to  last  no  more 
year.  But  inflation  will  take  its 
project  economics  during  that  tim 
First  Boston's  Smith:  "These  p 
could  cost  15%  more  next  year." 

Is  all  this  bad?  Quite  the  co 
Slowing  the  economy  is  what  high 
est  rates  are  all  about.  Anyon 
thinks  a  15% -plus  prime  isn't  g( 
accomplish  this  doesn't  know  hov 
his  arithmetic.  For  next  year,  at 
Paul  Volcker  may  be  doing  as  m 
slow  local  government  spending  as 
ard  Jarvis,  Paul  Gann  and  their  P 
tion  13  crew.  ■ 
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Confronted  with  recession  and  impossibly 
high  interest  rates,  U.S.  mortgage  lending  is 
starting  to  dry  up.  Is  that  bad  news  for  MGIC 
and  other  mortgage  insurers? 


Can  MGIC 
work  magic? 


In  1957,  a  shrewd  real  estate  attorney 
named  Max  Karl  conceived  one  of 
those  elegantly  simple  ideas  that 
make  businessmen  rich.  Since  the  Feder- 
al Housing  Administration  was  founded 
in  the  Thirties,  the  federal  agency  had 
insured  from  80%  to  100%  of  the  value 
of  FHA  mortgages,  but  there  was  no  such 
thing  for  conventional  mortgages.  One 
hundred  percent  coverage  would  have 
been  too  much  risk  for  a  private  com- 
pany to  carry. 


No  room  then  for  private  enterprise? 
Max  Karl  saw  an  opportunity.  Insuring 
100%  of  a  mortgage  was  more  risk  than 
private  enterprise  could  carry,  but  insur- 
ing, say,  the  first  20%  or  25%  might  be 
possible.  Add  to  that  the  typical  down 
payment  of  5%  or  10%  and  the  mortgage 
holder  has  ample  protection  even  if  it 
had  to  foreclose  and  sell  at  a  loss.  With 
such  protection,  conventional  mortgages 
would  be  as  attractive  to  lenders  as  feder- 
ally guaranteed  mortgages. 


Max  Karl's  elegant  idea  made 
gant  little  industry.  This  year  a 
dozen  of  private  mortgage  ins" 
companies — with  Karl's  Mortgage 
anty  Insurance  Corp.  of  Milwauke 
nating  the  field — will  write  an  est) 
$34  billion  in  new  business  an| 
earnings  after  taxes  could  exceei 
million.  The  private  mortgage  i\ 
(pmi)  now  have  about  $9 1  billion  v| 
insurance  in  force  in  single-famib 
mortgages,  as  much  as  the  FH^ 
They  have  become  such  an  eff  ecthj 
petitor,  that  since  1974  the  Depai 
of  Housing  &.  Urban  Developme 
sought  added  benefits  (see  box). 

The  bureaucrats  have  reason  t 
the  private  insurers.  Even  with  m 
money  tight,  the  private  indusi 
fared  well  this  year.  Premium  inc 
still  climbing,  losses  are  low  (all 
cents  on  every  dollar  of  industry 
premiums),  and  most  of  the  yea 
premium  income  was  placed  bef 
Fed's  hammer  blows  to  rates  and 
MGIC,  which  now  has  46%  of  i 
vate  mortgage  insurance  in  the  c: 
will  earn  about  $75  million  on  $1 
lion  of  premium  volume  this  ye 
record  $3.40  a  share.  Greensboro 
United  Guaranty,  with  about  1(| 
the  market,  also  should  better  its 
1978  net  of  $14  million.  So,  t<j 


How  bureaucracy  spreads 


In  this  session  of  Congress,  the  1979  Housing  bill 
wind  up  aiding  the  FHA  even  more.  At  one  point  the 
included  graduated  mortgage  payments  provisions  to  al 
insuring  even  no-down-payment  FHA  mortgages  by  ci) 
ing  into  the  value  of  the  loan  an  increase  of  2V2%  a  yej 
the  home's  appraised  value.  A  conference  committee 
since  toned  down  the  bill.  "If  anything  like  the  orij 
measure  had  gone  through,"  says  MICA's  Williamson] 
about  six  years,  this  program  would  have  come  to  domj 
FHA's  activity  and  significantly  impact  the  single-farj 
home  insurance  market." 

Don't  bet  that  HUD  won't  look  for  more  in  1980.— m 


Theraisw?  d'elre  of  the  private  mortgage  insurance  industry 
is  the  limitation  Congress  placed  on  the  Federal  Housing 
Administration.  As  now  proposed,  the  FHA  can't  insure 
any  mortgage  larger  than  $67,500  at  an  interest  rate  higher 
than  11V2% — a  ceiling  lenders  don't  like  in  a  12%  to  13% 
mortgage  rate  market. 

One  would  expect  the  government  to  be  delighted  to  be 
relieved  of  part  of  the  burden  of  mortgage  insurance.  Not  so; 
since  1974  the  Department  of  Housing  &  Urban  Develop- 
ment, FHA's  giant  parent,  has  been  pushing  through  Con- 
gress an  array  of  weapons  to  help  the  FHA  more  effectively 
compete  with  private  mortgage  insurers  (pmi).  It's  the  old 
story.  You  set  up  a  government 
agency  and  its  functionaries  try  to 
expand.  That's  bureaucracy. 

The  1974  Housing  Act  in  a  num- 
ber of  situations  allowed  the  FHA 
to  insure  orAy part  of  the  mortgage, 
as  the  pmi  do.  Later,  the  FHA  was 
empowered  to  provide — in  effect — 
a  premium  rebate  to  the  lender 
that  can  average  about  $200  on  a 
$60,000  mortgage.  "That  really 
galls  us,"  says  John  C.  Williamson, 
executive  vice  president  of  Mort- 
gage Insurance  Cos.  of  America, 
the  trade  association.  "We 
couldn't  do  that — enticing  a  lender 
with  a  rebate  is  a  potential  con- 
flict of  interest.  But  for  the  gov- 
ernment, it's  okay." 

Since  then  Congress  has  con- 
ferred more  technical  benefits,  all 

advantageous  to  the  agency.  Historically  the  guarantor  of  low-income  housing,  the  FHA  now  wants  mor\ 
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I NOVEM 


Imagine  a  publication 
whose  subscribers  decide  what 
gets  covered.  That's  a  unique 
characteristic  of  D&B  Business 
Reports  from  Dun  &  Bradstreet. 

There  is  no  other  source 
of  business  information  like  it  to 
help  form  or  cement  relation- 
ships between  buyers  and 
sellers.  What  makes  the  informa- 
tion in  a  D&B  Business  Report  so 
complete  and  reliable  is  that  it 
comes  straight  from  management 
in  an  interview  with  a  trained 
D&B  reporter. 

Usually,  a  D&B  reporter 
calls  on  your  company  as  the 
result  of  an  inquiry  by  a  Dun  & 


Bradstreet  subscriber.  It  means 
somebody  is  interested  in  doing 
business  with  you.  And  it  stands 
to  reason  they'll  want  to  know 
how  you  operate  and  how  you 
pay  your  bills. 

It's  in  your  own  best 
interests  to  provide  the  D&B 
reporter  with  information  that's 
sought  by  banks  and  insurance 
companies  as  well  as  suppliers. 
For  privately  owned  businesses, 
it  can  serve  to  verify  your 
financial  standing.  For  well 
established  firms,  it  can  lead  to 
profitable  business  from 
unexpected  sources.  And  even 
when  a  company's  financial 


statement  is  not  particularly 
strong,  a  comprehensive  D&B 
Business  Report  is  often  the  basis 
for  a  favorable  credit  decision. 

You  can  be  candid  with  a 
D&B  reporter.  The  information  is 
for  "eyes  only"  of  D&B 
subscribers  who  request  it,  in 
written  form  or  via  D&B's  new 
Duns  Dial  direct-line  telephone 
service. 

When  a  D&B  reporter 
calls,  respond.  It  could  be 
opportunity  knocking. 

Dun  &  Bradstreet 

n't]  a  company  of 

Jj> MM  The  nun  8<  Bradstreet  Corporation 


many  of  the  clutch  of  newer  and  smaller 
companies  formed  since  Karl  proved 
how  well  his  idea  worked. 

In  the  last  recession,  back  in  1973-74, 
these  companies  were  badly  hurt.  Even 
MGIC  ran  a  bit  of  red  ink  and  its  stock 
on  the  New  York  Stock  Exchange  sank 
from  97  to  6,  although  most  of  the  earn- 
ings decline  came  from  their  nonresiden- 
tial subsidiaries.  This  time  around,  Max 
Karl  concedes  that  new  insurance  writ- 
ten may  decline  by  15%  to  20%  in  1980. 
But  Karl  claims  his  earnings  next  year 
will  "modestly  exceed"  this  year's.  How 
come?  "For  one  thing,  our  mix  has 
changed,"  he  says.  "In  the  early  Seven- 
ties over  half  our  business  was  new.  Now 
well  over  half  is  renewal."  For  another, 
Karl  has  wisely  gotten  out  of  a  couple  of 
businesses  that  caused  him  grief  last 
time:  mobile-home  mortgage  insurance 
(where,  breaking  his  own  rule,  he  insured 
up  to  100%),  and  real  estate  land  sales. 


But  the  key  is  that  mix  of  new  busi- 
ness versus  renewals.  The  pmi  charge  a 
premium  of  one-half  of  1%  the  first  year 
and  one-quarter  of  1%  on  renewals.  So 
there's  considerable  upside  leverage  for  a 
new  and  growing  company.  But  when 
new  business  dries  up  in  a  recession 
along  with  new  housing,  that  leverage 
works  in  reverse.  "The  in-force  business 
throws  off  a  stable  flow  of  revenue  to  the 
established  companies,"  says  Leandro 
Galban,  insurance  analyst  at  Donaldson 
Lufkin  &.  Jenrette.  "So  if  new-applica- 
tion volume  falls  off,  it's  not  hard  to  see 
who  gets  hurt  the  most."  As  an  estab- 
lished company  with  plenty  of  renewal 
business,  MGIC  and  United  Guaranty 
are  cushioned  against  the  inevitable 
slowdown  in  the  writing  of  new  mort- 
gage insurance,  unlike  the  newer  compa- 
nies, most  of  them  subsidiaries  of  big 
corporations,  like  Southern  Pacific's  Ti- 
cor,  Tiger's  IMI,  Allstate's  PMI  and  Mer- 


rill Lynch's  AMIC.  (Only  MC 
United  Guaranty  are  publicly  tra 

Facing  earnings  declines,  thesi 
companies  could  be  tempted  to 
Karl  and  analysts  like  Galban  bei 
tablished  companies  may  gain 
share  from  their  newer  rivals,  ar 
consolidation  of  the  industry  w) 
place  at  the  low  end. 

This  hasn't  been  lost  on  wouli 
quisitors.  A  few  months  ago  Ai 
Express  indicated  it  might  be  in 
in  buying  MGIC  but  nothing  car 
Since  then  there  have  been  ruj 
other  inquiries.  If  a  really  got 
comes  along,  the  company  will  p 
take  it.  Karl  himself  and  the  otj 
cers  combined  own  less  than  3°/ 
shares  but  the  institutions  who 
27%  may  not  be  adverse  to  get) 
at  a  nice  premium.  Anyhow,  M 
is  69  and  the  pioneering  has  be« 
now.  —Hon  arc/  Rudnitsk)  • 


Money  talks 


As  recently  as  2V2  years  ago,  stock- 
type  mutual  funds  held  ten  times 
more  assets  than  money  market 
funds.  Spurred  by  record  interest 
rates,  money  market  funds  since 
then  have  grown  at  a  sizzling  rate. 
Today  they  have  more  assets  than 
the  stock  funds. 

Assets 
(billions) 


Sources:  Investment  Company  Institute,  October 
1979;  FORBES  (stocks)  and  Donogbue's  Monty 
Fund  Report 


The  money  market  funds 
have  doubled  their  assets 

in  six  months. 
They)  will  double  again — 

and  then  some — 
by  the  end  of  next  year, 
says  one  expert. 


An  idea 
whose  time 
came 


I 


T  TOOK  SEVERAL  HUNDRED  Common 

stock  mutual  funds  a  quarter  century 
to  accumulate  $40  billion  in  assets.  It 
took  their  younger  brothers,  the  money 
market  funds,  just  seven  to  get  to  the 
same  size.  But  the  money  market  funds, 
which  hit  the  $40  billion  mark  just  last 
month,  aren't  just  taking  chunks  out  of 
equities;  they  are  drawing  huge  sums 
away  from  deposits  with  banks  and 
thrift  institutions  as  well. 

The  money  funds'  inflow  last  month 
was  close  to  $4  billion — more  than  the 
equity  funds  take  in  a  year.  They  have 


•  doubled  in  assets  since  April. 
Lynch  is  a  relative  latecomer  to  tl 
ness.  Its  Merrill  Lynch  Ready 
Trust  (MLRAX)  has  passed  the  $7 
mark;  if  MLRAX  were  a  bank  it  w 
among  the  30  largest  in  the  U.S. 

William  E.  Donoghue,  whose 
reports  track  the  money  market 
predicts  that  the  flood  will  bee 
tidal  wave  reaching  $100  billion 
end  of  next  year.  At  that  level  th 
could  be  producing  as  much  as  $4 
lion  annually  in  management  fl 
their  lucky  sponsors.  ■ 
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eVe  going  after  new  markets. 


since  April 
itecomer  toi 
.ynch  Reads 
passed  thei 
jeabankit' 
t  in  the  US 
ghue,  whos 
loney  m3* 


is  much  as : 
lanagemeni 

I 


sl  expands  its  scope  of  operations  with  new 
new  directions . . .  because  we  see 
portunity  to  be  more  than  America's  fifth  latest 
lone  company.  We  want  a  bigger  share  of  the 
and  fast  growing  communications  business. 
Ve  analyzed  the  marketplace  of  the  1980's.  And 
developed  a  plan  of  action  that  focuses  on  the 
sses  we  should  be  in  tomorrow, 
"itel  is  particularly  interested  in  businesses  involved 
nmunications-related  products  and  services, 
ssses  that  can  expand  and  profit  by  sharing  our  50 
of  know-how  in  telecommunications.  We've 
iy  entered  a  number  of  promising  growth  areas 


with  the  potential  we're  looking  for.  Like  cable  television. 
And  business  communications  equipment  systems. 

The  Centel  record  is  strong,  steady  growth.  A  rate  of 
growth  that  has  helped  us  pay  increased  dividends 
for  the  past  15  years,  and  compound  earnings  at 
nearly  10%. 

The  best  proof  of  what  Centel  can  do  is  what  Centel 
has  already  done.  Read  about  us  in  our  annual  report. 
Write  to:  Central  Telephone  &  Utilities, 
O'Hare  Plaza, 
5725  East  River  Road, 

Chicago,  Illinois  60631 .  :Nl  EL 

CENTRAL  TELEPHONE  &  UTILITIES 


T 


op  international 
bank  should  be  local 
where  its  customers 
do  business. 


nners 


Continental  Bank, 
>  think  geographical 
Dximity  is  not  just 
sirable,  it's  essential. 


ity  increases  communication.  Reduces  response  time.  And  leads  to  a  strong  working  relationship, 
r  financial  teams  are  never  more  than  minutes  away  from  the  headquarters  and  subsidiary  offices 
e  customers  they  serve.  It's  what  you  expect  from  a  top  international  bank, 
ontinental  Bank,  it's  reality. 


(Sfc  CONTINENTAL  BANK 

^^^^^  Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago 


Una  ■  Australia  •  Austria  •  Bahamas  •  Bahrain  •  Belgium  •  Brazil  •  Canada  •  Colombia  •  France  •  Greece  •  Hong  Kong 
esia  Italy  •  Japan  •  Kenya  ■  Korea  •  Lebanon  •  Malaysia  •  Mexico  •  The  Netherlands  ■  The  Philippines  Singapore  Spain 
Switzerland  ■  Taiwan  •  Thailand  •  United  Kingdom    United  States  •  Venezuela    West  Germany 


In  the  stock  market,  last  years  worst  perform- 
ers are  often  January's  best.  Why  not,  then  . . . 


Buy  'em  for 
the  bounce 


Running  a  sensitive  contrarian  fin- 
ger down  the  list  of  the  90  good- 
quality  stocks  he  thought  inves- 
tors might  grossly  oversell  rushing  to 
establish  year-end  tax  losses  last  De- 
cember, Norman  Weinger  lets  out  a 
whoop.  "Look  at  them,"  says  the  Op- 
penheimer  &  Co.  vice  president,  "they 
did  real  good." 

Weinger 's  particular  brand  of  contrar- 
ianism  involves  the  buying  of  losers.  He 
suggests  clients  wait  until  late  fall  and 
then  buy  stocks  that  have  been  ham- 
mered during  the  year.  The  reasoning  is 
simple:  Many  people  are  selling  these 
stocks  toward  year-end  to  take  tax  losses 
and  so  the  stocks  become  more  de- 
pressed than  they  deserve.  Once  the  tax- 
loss  selling  ends,  they  are  virtually  cer- 
tain to  bounce  back.  As  Weinger  puts  it: 
"Often  the  weak  get  weaker  at  year-end, 
and  sometimes  to  an  irrational  degree 
regardless  of  underlying  values." 

Does  it  really  happen  that  way?  A  ran- 
dom check  of  42  of  the  issues  on  the  list 
shows  only  1 1  that  are  currently  selling 
below  the  prices  to  which  they  got 
dumped  last  December.  That  means  bet- 
ter than  two  winners  for  every  loser.  A 
remarkable  showing,   considering  the 


amount  of  blood  that  has  been  pouring 
out  of  the  market  in  the  two  months 
since  the  "Saturday  Night  Massacre" 
that  opened  the  Federal  Reserve's  latest 
assault  on  interest  rates. 

Two  of  this  year's  biggest  gainers 
among  last  year's  losers  are:  Charter  Co., 
which  has  climbed  from  around  5  to  41; 
and  Unilever  Ltd.,  which  has  moved 
from  20  to  40.  All  of  the  sugars  and 
coppers,  which  have  also  done  very  well 
this  year,  are  on  last  year's  list  and  so  are 
a  number  of  brokerage  firms.  "I  think  the 
thesis  works  well  enough  to  make  people 
take  a  look,"  says  Weinger. 

Brokerage  firm  market  letters,  of 
course,  traditionally  blossom  into  year- 
end  tax-selling  recommendations  at 
about  the  same  time  the  holly  wreaths  go 
up  in  the  windows.  The  idea  is  to  remind 
clients  they  may  be  holding  losers  that 
can  be  written  off  against  gains  or  ordi- 
nary income — and  incidentally  stimulate 
a  bit  of  commission  business. 

By  doing  so,  however,  these  brokers 
are  simply  driving  victims  into 
Weinger 's  net. 

Yet  there  are  problems  to  this  ap- 
proach. Think  about  it.  A  sharp  decline 
in  a  stock  may  create  a  buying  opportu- 


The  Streetwalkt 


nity,  but  it  may  also  be  a  warning 
that  something  is  dreadfully  wrq 
this  reason,  Weinger  builds  somj 
demanding  screens  into  his  col 
search  among  victims  of  tax-selli 
qualify  for  his  list,  a  stock  has  to 
at  least  30%  from  its  high,  selling 
than  eight  times  average  earnings! 
past  five  years  and  showing  a  j 
than-average  five-year  return  on] 
of  at  least  15%. 

Last  year  those  parameters  pro 
be  a  guide  to  such  then  forlorn-fl 
items  as  Beker  Industries,  Howell] 
Piedmont  Aviation  and  Shearson 
den  Stone.  Beker,  a  fertilizer  pre 
was  trading  at  50%  of  book  and  , 
the  high  for  the  year  when  it  tun 
on  Weinger 's  computer  sheets,  B 
was  at  7%,  45%  below  its  highj 
mont  and  Shearson  had  also  bea 
aged  in  a  wave  of  year-end  sellifl 
heavily  discounted  basic  values. 

Anyone  bold  enough  to  pick  j 
pieces  got  a  good  run  for  the  mon 
current  prices,  Beker  has  bounce* 
207%  since  this  time  last  yearl 
Howell,  Piedmont  and  Shearsoij 
bounced  anywhere  from  49%  to  2] 

The  concept  of  the  bounce — li 
tion  in  December  followed  by  acai 
tion  in  January — is  part  of  The  jj 
folklore.  Contrarian  studies 
Weinger 's  have  added  dimension 
mystique,  while  the  academician) 
added  some  empirical  data. 

Ben  Branch,  for  example,  a  prof 
finance  at  the  University  of  Mai 
setts,  has  tracked  the  trajectory 
sumed  tax-selling  victims — listed! 
that  hit  new  lows  in  the  week  befo 
last  trading  day  of  the  year  fron] 
through  1978 — and  has  come  u| 
some  interesting  conclusions. 

All  such  issues,  he  has  found-i 
were  306  of  them  on  the  Big  Boa 
the  Amex  last  year — tend  to  ri 


A  contrarian's  sampler — a  dozen  stocks  that  could  be  oversold 


%  decline 

Price/ 

Latest 

3-year  av 

3-year 

Recent 

1979 

from  1979 

earnings 

12-month 

return  on 

increase 

Company 

price 

price  range 

high 

ratio  ■ 

EPS 

equity 

in  EPS 

j 

Iroquois  Brands 

13 

34%  -  12 'A 

62% 

8 

$1.66 

28.7% 

71.1% 

Gap  Stores 

714 

13'A  -  6% 

46 

4 

1.67 

37.2 

122.0 

c 

• 

Banner  Industries 

7% 

14    -  7V2 

46 

7 

1.17 

21.7 

13.0 

1 

Seaboard  World  Air 

10% 

18%  -  9l/2 

45 

8 

1.27 

23.1 

D-P 

Wendy  s  Intl 

13% 

24    -  1 1  Va 

44 

8 

1.73 

35.8 

172.0 

Fleetwood  Enterprises 

7  V* 

12y4-  7 

43 

5 

1.39 

17.5 

51.1 

1 

Filmways 

11  'A 

18'/2  -  9 

39 

7 

1.55 

30.2 

59.0 

Universal  Foods 

13% 

21  Vi  -  13'/4 

35 

7 

1.86 

20.7 

24.6 

t 

Showboat 

19% 

29'/4  -  18'/8 

35 

7 

2.78 

27.8 

29.0 

1 

Collins  Foods  Intl 

12 

18%-  9'/8 

35 

6 

2.14 

21.2 

36.8 

1 

Norris  Industries 

197/8 

287/s  -  187/» 

31 

5 

3.78 

21.1 

14.0 

1 

Compugraphit 

34 

48%  -  28% 

30 

9 

3.58 

22.3 

54.9 

C 

D  P:  deficit  to  profit 
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READY  FOR  A  VIDEO 
9ASSETTE  RECORDER? 

t NOBODY  IS  MORE  READY 
)R  YOU  THAN 
AGNAVOX. 


toes,  Ho 
and  Sk 


he  tiaiectoij 

ctims-lbii 


the  year  ii| 
has  ci 


he  has  fouu| 

m  the  I 
ai— tend  toi 


3-yeai 
increase 
10  EPS 

a5 


r>P 

1710 

ju_ 

59.0 
24.6 


MAGNAVOX  IS  READY  WITH  EVERY 
CONCEIVABLE  CASSETTE  RECORDER 
AND  CAMERA  YOU  COULD  WANT. 

Record  for  up  to  6  hours  with  our  basic 
Video  Cassette  Recorder  (Model  8222).  It  lets 
you  watch  one  program  and  record  another 
for  viewing  later  on.  Has  a  precise  electronic 
timer,  that  will  turn  the  recorder  on  and  off 
when  you're  away  from  home  A  3-digit  tape 
counter  lets  you  easily  locate  a  particular  tape 
section. 

Choose  the  TV  shows  you  want  to 
record  up  to  one  week  in  advance!  That's 
just  one  of  the  amazing  features  of  our  deluxe 
Programmable  Touch-Tune™  VCR  (Model  8227) 

Record  anywhere  with  Magnavox  port- 
able systems.  There's  the  basic  portable  VCR 
system  "(Model  8271 ).  And  the  sophisticated 


Portable  Programmable  Touch-Tune  VCR  system 
(Model  8273).  Just  add  our  color  video  sound 
camera  and  you  can  tape  over  one  continuous 
hour  away  from  home. 

Record  in  thrilling  color,  with  life-like 
sound/  with  our  deluxe  Color  Video  Sound 
Camera  (Model  8244).  It  features  a  5X  zoom 
lens,  power  zoom,  automatic  iris,  and  built-in 
condenser  mike. 

Magnavox  is  ready  for  you  with  many 
many  more  models.  Get  the  total  picture  at 
your  Magnavox  dealer. 


m 


WE  MAKE  STAYING  HOME  FUN, 


I  ©  1979  MAGNAVOX  CONSUMER  ELECTRONICS  CO 


Self-Fundin 


i) 


Companies  which  set  up  a  special  tax- 
exempt  trust  for  funding  employee  bene- 
fits, such  as  health,  accident  and  disability 
insurance,  may  realize  substantial  reduc- 
tions in  costs  compared  with  conventional 
insurance  plans. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


It  is  no  news  to  corporate 
management  that  outlays  for 
employee  benefits  have  been  ac- 
celerating at  a  rapid  pace  and  are 
likely  to  continue  to  do  so. 

Overall,  the  cost  of  provid- 
ing employee  benefits  has  been 
increasing  at  an  average  rate  of 
14%  a  year,  going  from  less  than 
$2  billion  in  1950  to  an  estimat- 
ed $60  billion  in  1978.  Benefit 
plans  can  cost  as  much  as  35%  to 
40%  of  the  amount  paid  in  sala- 
ries. At  many  companies,  health 
insurance  for  employees  has  be- 
come the  single  most  expensive 


item  that  the  company  buys 
from  an  outside  supplier. 

How  long  can  this  continue? 
Since  it  is  the  function  of  em- 
ployee benefit  plans  to  cover  rap- 
idly rising  medical  costs  and  to 
replace  lost  job  income,  and 
since  inflation  places  increasing 
pressure  on  employees'  real  in- 
come, they  may  expect  benefit 
payments  to  rise  accordingly.  On 
the  other  hand,  corporations  — 
which  must  bear  the  brunt  of  the 
premium  costs  involved  —  are 
looking  for  sound  financial 
alternatives. 


One  way  now  coming  in{ 
wider  use  is  through  benef 
self-funding. 

No  reserves  versus 
reserves 

The  most  direct  self-fundin 
technique  involves  payin 
claims  (for  example,  hospitalizs 
tion  claims)  directly  out  of  & 
company's  cash  flow.  No  r< 
serves  for  future  claims  are  s« 
aside.  And  since  no  premiurr 
are  paid,  it  is  possible  to  save  tr 
cost  of  the  premium  taxes  othe 
wise  payable  by  the  insuranc 
company. 

The  firm,  in  effect,  become 
.  its  own  insurer  on  a  pay-as-yoi 
go  basis.  However,  stop-loss  ir 
surance  is  usually  purchased  t 
protect  against  unexpectedly  se 
vere  claims  experience.  Becaue 
of  ERISA  restrictions,  such  sel 
funded  plans  may  be  suitab. 
only  for  companies  which  pay  a 
premiums  and  do  not  requii 
employee  contributions  to  the 
plans. 

For  many  other  companies, 
tax-exempt  trust  may  be  th 
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mployee  Benefits 


>st  satisfactory  form  of  self- 
lding.  This  type  of  trust  is 
entially  a  vehicle  for  setting 
de  funds  and  building  up  re- 
ves  through  investment.  It  is 
lited  to  voluntary  benefits,  in 
ltrast  to  those  benefits,  such 
workers'  compensation,  which 
mandatory  under  federal  or 
te  law.  Such  a  trust  may  be 
ablished  and  administered  so 
to  qualify  for  exemption  from 
eral  income  tax. 
A  tax-exempt  trust  is  set  up 
fund  a  formal  plan,  drawn  to 
et  the  specific  needs  of  an  in- 
ddual  company.  Employer 
i  employee  contributions  are 
rned  over  to  the  fund's 
stees,  who  also  pay  claims  and 
penses  and  invest  excess  funds, 
ugh  bene  th  a  qualified  fund,  employer 
ltributions  are  deductible  as 
siness  expenses,  and  benefit 
^ments  are  generally  not  taxa- 
to  employee  recipients. 
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Shelter  from  taxes 

,hospitalu    And  most  important,  the  in- 
sitment  income  of  the  trust 
her  than  unrelated  business 
claims  are s  ome)  is  ordinarily  not  subject 

r  federal  income  tax. 
ible to savet  The  result  may  be  a  substan- 
uii taxes oth  reduction  in  costs  for  a  plan 
the  insurao  ided  through  a  trust  as  com- 
ii -ed  with  traditionally  insured 
■fFect,  becon  ns  —  particularly  on  coverages 
i  a  pay-as-yo  ich  develop  large  claim  re- 
r  stop-loss i  ves,  such  as  long-term  dis- 
purchased  Iity.  All  of  which  may  net  out 
lexpectedly :  lowered  expenses  for  em- 
ience.  Becat  >yee  benefits. 
l0ns  such st  To  achieve  the  potential  pre- 
iy be suitat  urn  savings  involved,  self- 
s  which  pay  lding  of  employee  benefits  ap- 
i  n0t  reqii  irs  to  be  most  worthwhile  for 
nf;onStotk  npanies  with  over  1,000  em- 
>yees,  although  smaller  com- 
ies  also  gain  under  the  right 
umstances. 
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In  any  event,  the  potential 
benefits  of  self-funding  should 
be  weighed  against  cost-cutting 
plans  offered  by  insurers,  such  as 
experience  rating  and  minimum 
payment  plans,  which  can  sub- 
stantially reduce  premiums  and 
increase  cash  flow  while  pro- 
viding full  insurance  company 
services. 

Administering  the  plan 

Once  the  decision  to  self- 
insure  is  reached,  most  busi- 
nesses find  they  will  have  a 
need  for  administrative  services 
furnished  by  a  professional  out- 
side supplier.  These  services  in- 
clude consultation  on  the  estab- 
lishment of  a  benefit  plan,  its 
planning  and  design,  and  the 
creation  of  a  tax-exempt  trust. 

After  the  plan  is  in  opera- 
tion, claims  administration 
becomes  the  most  important 
function  of  the  outside  admin- 
istrator, together  with  the  prep- 
aration of  booklets,  documents, 
government  reports  and  other 


communications.  ESIS,  one  of 
the  IN  A  companies,  can  supply 
these  services  to  business 
through  its  employee  benefits 
division. 

Comprehensive 
business  insurance 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry  around 
the  world. 

For  an  informative  booklet 
on  self-funding  employee  bene- 
fits, write  INA,  1600  Arch 
Street,  Philadelphia,  PA  19101. 


Dont  take  our  word,  take  theirs 

When  a  third  party  determines  an  employee's  eligibility  for  bene- 
fits, the  decision  may  be  more  readily  accepted  than  when  it  is  made 
by  the  employer's  own  people. 

This  is  one  reason  some  companies  with  self-funded  plans  prefer  to 
have  a  professional  outside  company  administer  their  claims. 

Meeting  requirements  of  this  kind  typifies  INA's  comprehensive 
full-service  approach  to  increasingly  sophisticated  HH^!9H^ 
business  insurance  and  risk  management  problems.  BI^BB^Wl 
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What  to  do  if  your  advertising  cries  out  for 
TIME  but  your  budget  suggests  Newsweek. 


Every  now  and  then  you  get  this  terrific  advertising 
campaign  that  deserves  to  be  seen  in  all  the  best  places— but 
your  budget  just  can't  handle  the  U.S.  edition  of  TIME. 

A  logical  alternative  is  Newsweek. 

But  it  isn't  the  only  alternative. 

Before  you  commit  yourself  to  Newsweek,  make  sure 
you  understand  TIME  BIG-TIME.  It  may  be  the  best  single 
print  buy  you  can  make. 

TIME  BIG-TIME  got  its  name  from  the  way  its  circula- 
tion is  concentrated  in  the  biggest  markets  in  America. 

Circulation  is  virtually  as  large  as  Newsweek' s  total 
circulation,  and  where  it  goes  makes  all  the  difference:  to 
places  like  Atlanta  and  Chicago.  Dallas/ Fort  Worth.  Detroit. 
Los  Angeles,  Miami,  Philadelphia,  New  York.  And  many 


more.  In  these  markets  the  circulation  of  TIME  BIG-TIME  is  a 
million  higher  than  Newsweek' s. 

For  many  advertisers— imported  cars,  liquor,  and  air- 
lines, to  name  a  few— cities  like  these  represent  better  than 
80%  of  the  market  TIME  BIG-TIME.  It  covers  major  mar- 
kets as  no  other  medium  does. 

For  more  details,  call  your  TIME  representative.  Tell  him 
you're  interested  in  the  BIG-TIME. 
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Circulation 

2,760.000 

Average  HH  Income: 

$29,900 

B&W  Page  Rate: 

$27,995 

Attended  College: 

85% 

4-Color  Page  Rate: 

$43,670 

Professional  /  Managerial 

72% 

©1979  Time  Inc 

All  rights  reserved 
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There's  a  right  TIME  for  every  advertiser. 


nore  sharply  than  the  market  as  a 
|  in  January:  up  6.7%  and  14.7% 

lvely,  compared  with  2%  for  all 
j.tocks. 

ich's  tentative — and  contrarian — 
Ice  is  this:  "If  you  see  a  stock 
fike  to  buy,  the  best  time  to  buy 
)e  at  year-end."  But,  "If  you  want 
it  might  be  better  to  wait  until  the 
ing  of  the  new  year." 
|h  out  for  one  thing,  though. 


Weinger  is  not  the  only  one  who  does 
this.  If  too  many  people  start  playing  this 
game,  there  will  be  as  many  buyers  of 
these  stocks  as  there  are  sellers  and  then 
the  game  won't  work  any  longer.  Such 
are  the  ways  of  Wall  Street. 

It's  unlikely  this  has  happened  yet, 
however.  Down  years — and  this  is  cer- 
tainly closing  like  one — bring  out  tax- 
selling  in  heavy  volume.  Plenty  of  solid 
issues  like  Filmways,  Wendy's  Interna- 


tional and  Gap  Stores  (see  table,  p.  180) 
have  already  been  hammered  to  as  much 
as  46%  below  their  highs.  What  are  their 
chances  of  becoming  the  Charters  or  the 
Unilevers  of  1980?  "See  me  the  same 
time  next  year,"  says  Norm  Weinger — 
and  then  he  adds  as  a  breezy  after- 
thought: "You  may  think  the  world  is 
coming  to  an  end  but  if  you've  got  to  go 
you  might  as  well  go  holding  cheap 
stocks."— Richard Phalon 


\e  of  the  best  arguments  a  labor  organizer 
\find  these  days  are  in  the  results  of  the 
\e  Houses  "guideline"  strategy. 


Talkin' 
union 


as  majorm* 
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esident  Carter's  guidelines  are 
le  greatest  organizing  tool  ever 
•und,"  says  John  Geagan,  organiz- 
sctor  at  the  Service  Employees 
tional  Union.  "We've  had  a  quan- 
mp  in  inquiries  this  year.  Every 
re  flooded  by  calls.  As  long  as  the 
s  community  keeps  the  lid  on 
■identifying  wages  as  the  culprit  in 
Uationary  spiral,  we're  being  hand- 
iest help  we  could  hope  for." 
en's  enthusiasm  may  be  self-serv- 
It  it  is  also  genuine.  The  wage 
lies  issued  by  the  White  House  in 
ber  1978  were  aimed  at  holding 
j>ig  pacesetting  union  pay  hikes, 
perns  to  be  happening  instead  is 
lunion  employers  have  held  their 
;  to  the  government's  goals  this 
ar,  while  some  big  unions  have 
Ding  a  good  deal  better.  A  few 
that  type  of  encouragement  and 
inembership,  which  hasn't  grown 
could  jump.  "Union  literature 
say  'escape  the  guidelines,' " 
FL-CIO  organizer  Charles  Mc- 
"but  a  savvy  organizer  will  point 
union  members  have  a  better 
:eeping  up  with  inflation." 
are  the  hard  numbers.  In  the  12 
ended  in  June  (the  latest  figures 
e)  union  workers'  pay  increased 
mile  nonunion  workers'  pay  was 
The  gap  has  been  growing  (see 
tid  is  sure  to  widen  some  more, 
ral  reasons.  For  one  thing,  the 
res  understate  the  effect  of  the 


A  gap  grows 


The  Administration's  wage  guide- 
lines have  hit  nonunion  workers 
harder  than  union  members.  COLA 
clauses,  common  in  union  contracts 
but  rare  in  nonunion  shops,  will 
widen  the  gap,  thereby  giving  union 
organizers  a  strong  talking  point. 


Percentage  change  in  pay  rates 
9%l  


Union  gain 


Nonunion 
 gain 


6/78  9/78  12/78  3/79 

12-month  period  ending 


6/79 


new  contracts,  since  they  include  wage 
increases  negotiated  in  preguideline 
years.  In  addition,  because  union  pay  is 
generally  higher  anyway,  percentages 
also  understate  what's  happening  to  the 
actual  dollar-and-cents  spread.  An  8.3% 
raise  on  a  wage  of  $6  an  hour  is  50  cents, 
for  example,  while  7.2%  on  $5  an  hour  is 
36  cents— 39%  difference.  "Also  the  7% 
rule  is  based  on  total  compensation,  not 
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just  wages,"  notes  AFL-CIO  economist 
John  Zalusky.  "If  a  worker  earns  $7  an 
hour  he's  entitled  to  a  49-cent  raise.  But 
if  the  same  worker's  total  compensation 
with  fringes  amounts  to  $10,  then  he's 
entitled  to  a  70-cent  increase.  There  are 
nuances  the  unorganized  worker  just 
doesn't  know." 

Nearly  three-fifths  of  new  union  con- 
tracts this  year  include  cost-of-living  ad- 
justments (COLA),  which  most  non- 
union workers  don't  have.  Thus,  the  gov- 
ernment says  the  first-year  pay  increases 
in  multiyear  union  contracts  signed  in 
the  first  nine  months  of  1979  averaged 
7.5%,  but  this  doesn't  include  the  effect 
of  COLA  pay  hikes,  which  could  double 
that,  depending  on  the  COLA  provision. 

Companies  that  run  both  union  and 
nonunion  plants  are  especially  aware  of 
what  the  gap  can  lead  to.  General  Electic 
Co.,  which  agreed  to  what  the  union 
called  a  10%-a-year  pay  package,  will 
give  the  same  pay  raise  to  nonunion 
workers,  undoubtedly  to  keep  them  that 
way.  Another  company,  a  major  chemi- 
cal firm  that  is  largely  nonunion,  but 
with  some  unionized  operations,  admits 
its  union  members  are  getting  bigger 
wage  increases.  Part  of  its  agreement 
with  the  union,  the  company  says,  was 
that  the  union  keep  quiet  about  the  big- 
ger raises. 

Even  antiunion  labor  consultants  are 
urging  nonunion  companies  to  get  wages 
up  to  union  levels  in  order  to  counter 
organizing  efforts.  "By  staying  within 
the  law,  but  maximizing  certain  provi- 
sions, it's  possible  to  adhere  to  the  spirit 
of  the  guidelines  and  still  do  right  by  your 
employees,"  says  antiunion  consultant 
Ray  Mikus  of  Modern  Management 
Methods,  Inc. 

Union  organizers  may  get  another 
boost  in  1980,  when  negotiations  begin 
in  the  steel  and  aerospace  industries — 
negotiations  that  have  a  potential  to 
shatter  what  is  left  of  the  guidelines.  The 
unions  say  it  is  too  early  for  them  to 
produce  figures  showing  gains  in  their 
organizing  efforts  but  insist  they  are  be- 
ginning to  smell  victories  coming.  They 
could  be  wrong,  of  course,  but  as  Sar 
Levitan,  one  of  the  nation's  best-known 
labor  economists,  says:  "If  unions  are 
getting  13%  increases  and  nonunion 
workers  only  7%,  it  wouldn't  take  me 
long  to  figure  it  pays  to  join  a  union."  ■ 
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Detour  on  the  fast  track 

In  early  1976  Forbes  immediately  saw 
Tom  Vanderslice  was  going  to  be  presi- 
dent of  General  Electric — or  some  other 
company.  As  it  turned  out  it  was  "some 
other  company."  Passed  over  in  this 
summer's  executive-suite  shifts,  the  47- 
year-old  General  Electric  executive  vice 
president  is  emptying  his  desk  in  Fair- 
field, Conn,  and  is  moving  his  belongings 
to  the  nearby  Stamford  headquarters  of 
$8.7  billion  (revenues)  General  Tele- 
phone &  Electronics  Corp.,  where  on 
Dec.  1  he  is  taking  over  as  president. 

Dr.  Thomas  Aquinas  Vanderslice  has 
been  a  fast-track  man  all  his  life.  He 
joined  General  Electric  in  1956,  fresh 
from  Boston  College  and  Catholic  Uni- 
versity where  he  earned  his  doctorate  in 
chemistry  and  physics  and  won  a  Ful- 
bright  Scholarship.  Starting  as  a  re- 
searcher at  GE,  Vanderslice  quickly 
moved  into  management  and  began  a 
series  of  rapid  promotions  in  1966.  He 
was  just  34. 

But  the  supercompetitive  Vanderslice 
was  just  warming  up — and  he  let  every- 
one know  it.  In  the  past  year  or  so  both 
Forbes  and  Fortune  characterized  him  as 
a  leading  candidate  for  the  top  job  at 
General  Electric  when  the  current  chief 
executive,   Reginald  Jones,   retires  in 


about  1983.  But  last  summer  Vanderslice 
and  two  other  senior  executives  were 
passed  over  for  promotion  to  vice  chair- 
manship and  board  membership  in  favor 
of  three  other  rivals,  Edward  E.  Hood  Jr., 
John  F.  Welch  Jr.  and  John  F.  Burlingame. 

Vanderslice  immediately  let  GTE  chair- 
man Theodore  F.  Brophy  know  Vander- 
slice was  for  hire.  Brophy  was  delighted. 
Technologically  advanced,  GTE  (Fohhks, 
July  10,  1978)  has  long  been  weak  in 
marketing,  strategic  planning  and  man- 
agement development — all  GE-Vander- 
slice  strengths.  Since  Brophy  is  56  and 
Vanderslice  only  47,  the  latter  will  have 
time  to  learn  about  the  new  company  and 
make  his  mark  on  it  before  Brophy  is  due 
to  retire.  And  then  Vanderslice  will  finally 
get  his  own  giant  company. 

GE  wasn't  happy  to  see  Vanderslice  go; 
in  fact,  ex-chairman  Fred  Borch  person- 
ally appealed  to  him  to  stay.  But,  in  a 
curious  way,  his  loss  is  a  sign  of  vigor: 
GE  is  one  of  those  rare  corporations  that 
throw  up  more  top  leaders  than  they  can 
use.  Looked  at  that  way,  Vanderslice's 
departure  is  no  tragedy.  So  in  spite  of  a 
few  bruised  feelings,  essentially  every- 
body's happy. 

"Loaded  to  the  gills" 

While  the  media  din  about  the  anniver- 
sary of  1929  has  frightened  the  wits  out 
of  many  investors,  it  leaves  Jacques  Coe 
smiling.  It's  not  that  he  doesn't  remem- 
ber the  crash  ("My  firm  netted  $950,000 
the  year  of  the  crash  but  by  1931  we  were 
back  to  two  pieces  of  rye  bread  a  day"), 
but  he  remembers  it  so  vividly  that  he  is 
acutely  aware  of  the  differences.  At  86, 
this  iconoclastic  moneyman  is  still  ac- 
tive in  the  market  as  a  limited  partner  in 
Cowen  &  Co.  and  as  manager  of  a  num- 


Coe  oj  Cowen  &  Co. 
Time  to  put  widows'  cash  in  stoe 


Vanderslice  of  GTE 

After  reaching  ai  GJE,  he  grasped,  it  at  GTE. 


ber  of  accounts — in  his  words 
widows."  For  him  the  chief  signii 
of  Black  Friday's  50th  anniversar) 
tremendous  difference  in  the  sit 
then  and  now.  "My  widows'  portf 
he  says,  "are  60%  in  stocks,  and  t 
in  short-term  treasuries  or  mone 
ket  funds." 

That  60%  will  go  close  to  100% 
end  of  the  year  in  many  of  his  acc 
Coe  says.  He  looks  at  the  pension 
huge  cash  balances  and  feels  it  is 
matter  of  time  before  they  commi 
of  them  to  common  stocks.  "In  tl 
quarter  of  this  year,"  he  says,  "p 
funds  took  in  $22  billion.  Of  tl 
billion  went  into  equities  and  t| 
went  into  short-term  securities 
interest  rates  come  down — and  th 
fairly  soon — the  pension  manage 
begin  to  think  about  equities." 

Meanwhile,  if  people  are  staying 
equities,  it  creates  bargains  for] 
widows.  "Another  1929?"  He  shal 
head.  "Today  you  have  50%  margj 
10%,  discipline  and  electronics  i| 
of  old-fashioned  clumsy  machine] 
you  have  an  SEC  and  a  more  expeij 
Federal  Reserve.  Best  of  all  youl 
those  pension  funds  that  are  loal 
the  gills."— Flora  S.H  Ling 


A  virgin  for  Charlie 

When  Henry  A.  Walker  Jr.,  57,  th 
executive  of  Honolulu's  Amfac,  In 
in  New  York  early  this  month,  he 
there  just  to  talk  to  securities  an 
He  also  attended  his  first  meetir 
new  director  of  Gulf  &  Western 
tries.  "I'm  the  virgin  director," 
clared  jovially. 

Walker  on  the  board  of  G&W 
Bluhdorn  on  the  board  of  Amfac? 1 
chuckles.  "It's  certainly  a  twi$ 
agrees.  G&W  has  had  a  piece  of  Ai 
some  20% — for  over  five  years  no 
the  other  way  around.  What's  it 
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uhdorn  as  a  major  stockholder? 
U  Amfac's  standpoint  it's  been  a 
|pod  relationship,"  Walker  says, 
e  Bluhdorn,  a  man  whom  I  ad- 
certainly  a  man  of  his  word.  He's 
rupulously  honorable  with  us." 
g:  He  said  he  wouldn't  try  to  take 
e  company  and  he  hasn't.  Not 
t,  but  he's  protected  the  big  Ha- 
ugar  company  from  raids  by  oth- 
cted  by  its  valuable  landholdings. 
n  he  visits  Hawaii,"  Walker  con- 
"Charlie  calls  and  says,  'I'll  be 
over  and  would  like  to  see  you.' 
vite  him  and  some  of  our  friends 
e  a  dinner  party.  He  and  his  wife 
derful  company, 
never  asked  for  a  seat  on  our 
b  the  contrary,  he  said  he  didn't 
le.  The  only  thing  he  and  I  talk 

a  business  way  is  sugar." 
I  too,  is  a  big  sugar  producer  and 
tells  this  story  on  himself.  To- 
e  end  of  1974  when  sugar  had 
an  alltime  high  and  Amfac  was 
money,  Bluhdorn  asked  him 
thought  the  price  of  sugar  would 
Walker  said  he  thought  it  would 
m  gradually.  "I  don't  think  so," 
ihdorn.  "I  think  it  will  go  down 
x-commodity-trader  Bluhdorn,  of 
was  right. 

orn,  apparently,  had  several  mo- 
inviting  Walker  onto  his  board, 
is  to  prove  again  to  the  good- 
d  Hawaiian  whose  father  once 
fac  and  whose  92-year-old  moth- 
uestions  his  decisions,  that  Bluh- 
d  G&W  aren't  ogres.  The  other 
:xpand  outside  representation  on 
board,  which  until  recently  was 


Belgrave  of  British  Petroleum 

"Conserve  and  develop  your  coal.  Your  oil  price  becomes  our  price  too.' 


made  up  mostly  of  insiders. 

Is  Walker  worried  about  personal  li- 
ability, given  that  the  Securities  &  Ex- 
change Commission  is  constantly  after 
G&W  and  Bluhdorn?  "Not  at  all,"  says 
Walker  earnestly.  "I  think  G&W  has 
been  harassed."— lean  A.  Briggs 

A  four-letter  word 

Robert  Belgrave  is  optimistic  on  the  en- 
ergy situation,  as  far  as  the  U.S.  is  con- 
cerned. Don't  take  this  Britisher  lightly 
as  a  seer.  He  was  among  those  who  per- 
suaded British  Petroleum's  directors  to 


gamble  on  Alaskan  oil,  a  gamble  that 
paid  off  and  led  BP  to  become  53%  own- 
er of  Standard  Oil  of  Ohio.  However,  it 
isn't  Alaskan  oil  that  Belgrave,  now  BP's 
London-based  policy  planning  adviser,  is 
optimistic  about.  Far  from  it.  He  doubts 
whether  the  world  holds  any  more  major 
undiscovered  finds  and  warns  that  unless 
the  U.S.  cuts  back  in  oil  consumption,  it 
will  beggar  the  rest  of  the  world  by  mak- 
ing increasing  demands  on  a  static  or 
declining  overall  supply.  Higher  prices 
will  only  make  the  Arabs  cut  production 
further. 

So,  why  do  we  say  Belgrave  is  optimis- 
tic? In  a  four-letter  word,  coal.  "Coal,"  he 
says,  "is  the  only  sensible  fuel  to  fuel 
economic  growth.  With  all  the  unused 
coal  you  have,  any  time  America  chooses 
to  solve  its  energy  gap  problem,  it  is 
solved.  Automatically.  You've  only  to 
give  the  word  to  your  coal  industry.  Be- 
cause you  must  close  your  energy  gap,  you 
will  close  it." 

Is  Congress  listening?  Are  the  single- 
issue  environmentalists? 


Luck,  is  it? 

As  a  young  boy  in  Beirut  during  World 
War  II,  Salim  Ziady  listened  wide-eyed  to 
American  G.I.'s  telling  tales  about  the 
wonders  of  America.  He  decided  to  see 
for  himself.  He  remembers  clearly  the 
day  when  he  first  saw  the  U.S.:  Sept.  8, 
1950.  Nearly  three  decades  later,  having 
Americanized  his  name  to  Sam  Moore 
and  now  pushing  50,  the  onetime  Leba- 
nese boy  has  realized  the  American 
dream.  It's  a  tale  that  never  stops  repeat- 
ing itself. 

While  working  his  way  through  the 
Columbia  Bible  College,  he  answered  a 
sign  on  campus  that  read,  "Earn  $100  a 
week,"  and  started  selling  Bibles.  That 
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first  week  was  a  bust:  just  $18.  But  by 
the  end  of  the  summer  he  had  saved 
$2,500.  Later  he  changed  his  major  from 
premedical  to  economics. 

In  1957  he  started  his  own  Bible-sell- 
ing outfit.  In  1962  he  went  public.  In 
1964  he  published  his  very  first  Bible.  In 
1969  he  bought  Thomas  Nelson  Inc.,  the 
Bible  publisher,  from  the  Thomson  Orga- 
nization, negotiating  the  $2.6  million 
deal  with  the  late  Lord  Thomson  of  Fleet 
himself.  Moore  paid  for  Nelson  by  float- 
ing $1.6  million  worth  of  stock,  deposit- 
ing the  cash  in  the  bank  and  then  float- 
ing a  $1  million  loan. 

"Believe  me,  I'm  no  financial  wizard," 
says  Moore  in  an  accent  that  almost  de- 
fies description — part  colonial  school 
French,  part  Middle  Eastern  and  part 
down-home  Southern.  "Ah'm  just 
lucky."  Some  luck.  The  Bible  and  reli- 
gious-publications market  is  estimated 
at  over  $200  million.  Since  1974  Thomas 
Nelson's  sales  have  increased  at  a  22% 
annual  rate,  profits  39% .  This  year  it  will 
earn  around  $1.35  a  share  on  revenues  of 
over  $30  million.  Moore  and  his  family, 
who  control  about  30%  of  the  1.5  million 
shares,  have  a  paper  worth  of  about  $4.4 
million.  (The  stock  recently  sold  at  93A 
over-the-counter. ) 

Moore's  latest  project  is  the  New  King 
fames  Bible.  The  New  Testament  came 
out  in  June,  and  the  Old  Testament  is 
expected  next  year.  Many  people  felt  the 
language  of  the  "old"  King  James  was  out 


of  step  with  the  times.  "The  younger 
generation  was  saying,  'Give  the  Bible  to 
us  so  we  can  understand  it,'  "  claims 
Moore.  So  "ye"  and  "thou"  are  out,  re- 
placed by  "you"  and  "your." 

Will  it  sell?  "I  don't  know  one  new 
translation  of  the  Bible  in  the  last  50 
years  that  hasn't  sold  5  million  or  10 
million  copies,"  boasts  Moore. 

Meanwhile,  Thomas  Nelson  also  is  de- 
veloping its  general  book  line,  including 
The  Encyclopedia  of  Religion  and  The  Chil- 
dren's Encyclopedia.  Then  there  is  the  $60 
coffee-table  book  Promised  Land,  by  Leon 
Uris.  "I  want  to  build  one  of  the  most 
important  publishing  houses  in  Amer- 
ica," says  Moore,  clenching  his  fists  and 
spreading  out  his  arms  like  an  old-time 
stump  preacher—  Thomas Jaffe 

Pointing  with  pride 

One  of  the  giants  of  American  banking 
was  the  late  A. P.  Giannini,  founder  of 
the  $104  billion  (assets)  Bank  of  Amer- 
ica. A.P.  dreamed  of  making  his  Califor- 
nia bank  into  a  truly  national  bank,  oper- 
ating from  the  East  to  the  West  Coast, 
from  the  Canadian  to  the  Mexican  bor- 
der. At  one  time,  in  the  Thirties,  he 
actually  controlled  what  is  now  Citicorp. 
He  was  stymied,  though,  by  state  and 
federal  banking  laws.  Last  month,  a  suc- 
cessor, BankAmerica  Corp.  President  Al- 
den  Winship  Clausen,  told  a  meeting  of 
the  New  York  Financial  Writers  Associ- 
ation that  the  founder's  dream  was  final- 
ly close  to  realization.  "We  are,"  he  said, 
"a  national  bank  and  a  global  bank." 

Through  the  use  of  credit  offices  out- 
side California,  Clausen  has  sidestepped 
the  laws  prohibiting  interstate  banking. 
His  New  York  subsidiaries  would  collec- 
tively rank  among  the  ten  top  banks  in 
the  U.S.  in  terms  of  loans  outstanding. 


Clausen  of  BankAmerica 

Now  first  in  profits  and  assets. 


"We  are  pushing  our  credit  ca 
selective  basis  nationwide  where 
control  the  credit  screening  an 
eligibility  a  little  tighter  as  we  g| 
period  of  business  slowdown,"  < 
said.  "Our  finance  company  vf\ 
chandise  its  other  services  [e.g., 
thrift  certificates  and  small  loan 
individuals  have  signed  up  for  th 

Clausen  ticked  off  some  other 
plishments  of  his  ten  years  as  top 
the  world's  largest  bank.  Its  asse 
trebled  and  BankAmerica  has  pas 
ticorp  in  net  profits.  This  year  C 
will  probably  earn  $515  million 
America,  topping  Citicorp  for  trj 
straight  year,  should  net  over  $6 
lion — $4.20  a  share. 

Clausen,  who  is  only  56,  hai 
talked  about  retiring  early.  He 
much  of  a  hands-on  boss  and  the 
grueling.  He  hasn't  said  anythin; 
retiring  since  his  heir  apparent  d 
last  year  in  an  alleged  conflict-of-i 
situation,  but  the  betting  still 
Clausen  won't  go  the  course  to  65 
he  does  clean  out  his  desk,  he  cai 
proudly.  After  he  took  over,  Ci 
price/earnings  ratio  was  much 
than  BankAmerica's.  Now  the  s< 
BankAmerica,  six  times  earning 
corp,  five  times.  Old  A.P.  woul 
been  pleased.— Ben  Weberman 


Moore  of  Thomas  Nelson 
Profiting  from  the  prophets. 


Japan's  Cubans 

Two  nagging  issues,  trade  and  c 
continue  to  mar  the  otherwise  ex 
relations  between  the  U.S.  and  it 
important  Pacific  ally,  Japan.  La 
America's  trade  deficit  with  Japan 
to  $12  billion.  Through  concerts 
on  both  sides  (Forbes,  Mar.  79),  tl 
cit  is  likely  to  fall  to  about  $8  billi 
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When  someone  needs 
the  fire  department,  its  no  time  to  be 
looking  up  a  phone  number. 


rial 


m , 


per  as  we 


The  last  thing  anyone 
hould  have  to  do  m  an 
mergency  is  rummage 
irough  a  telephone 
irectory. 

Now,  instead  of  looking 
lp  the  fire  house  or  police 
tation,  a  doctor  or  relative, 
here's  a  simpler  way. 

You  can  ring  them  up 
Dy  just  touching  one  of 
our  master  pushbuttons  on 
Kj  i  remarkable  new  phone. 

The  phone?  A  brainy 
1  Mece  of  equipment  called 
he  Security  Phone™  de- 
/eloped  by  the  people  of  ITT. 

All  you  do  is  plug  this 
Dhone  into  a  wall  jack.  (Your 
:tf  ocal  telephone  company 

/vill  install  jacks  if  you  don't 
I  already  have  them.) 

Then  you  merely  punch 
:-!.  r  t.j;  n  the  four  major  emergency 
d  net  over  S(  lumbers,  plus  any  six  other 
lumbers  you  call  often  or 
ay  need  to  call  in  a  hurry. 

And  to  make  you  even 
ore  secure,  our  Security 
hone  will  work  under  any 
onditions. 
Even  in  a  blackout. 
At  ITT  we  make  tele- 
hones  for  people  with 
many  needs. 

But  none  is  more  basic 
than  our  Security  Phone. 

Because  what's  more 
basic  than  peace  of  mind9 
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The  best  ideas  are  the 
ideas  that  help  people. 
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Shepherd  of  Texas  Instruments 


Floating  a  novel  proposal. 

year.  But  the  figure  could  easily  jump 
again  in  future  years  as  Japan  seeks  to 
export  more  manufactured  goods  to  pay 
for  its  tribute  to  OPEC  for  imported  oil. 
At  the  same  time  Americans  complain 
that  Japan  is  getting  a  "free  ride"  on  a 
vital  and  costly  concern — it's  own  na- 
tional defense.  Japan  spends  less  than  1% 
of  its  annual  gross  national  product  on 
defense,  relying  on  the  protective  um- 
brella of  U.S.  forces  in  the  Pacific.  The 
U.S.,  in  contrast,  spends  about  5%  of  its 
GNP  on  defense. 

Mark  Shepherd  Jr.,  chairman  and  CEO 
of  Dallas-based  Texas  Instruments  Inc., 
has  come  up  with  a  single,  novel  plan  to 
deal  with  both  aspects  of  the  problem. 
Japan  should  build  and  give  the  U.S. 
Navy  some  80  new  ships  that  would  then 
be  used  to  maintain  both  countries'  secu- 
rity in  the  Pacific  Basin  and  the  Indian 
Ocean — in  effect  making  the  U.S.  fa- 
pan's  mercenaries. 

Shepherd,  56,  argues  that  Japan's  mod- 
ern and  efficient  shipyards,  which  are 
operating  far  below  capacity,  could  easily 
build  the  ships.  By  loading  them  with 
propulsion  gear,  guns,  missiles,  aircraft, 
electronics  equipment  and  other  weap- 
ons systems  from  the  U.S.,  Japan  would 
end  up  spending  about  $4  billion  a  year 
for  several  years,  "thus  contributing  to  a 
reduction  in  our  bilateral  trade  imbal- 
ance." It  would  also  increase  employ- 


ment in  the  U.S.  high-technology  com- 
panies, including,  presumably,  TI. 

But  wouldn't  such  a  plan  draw  the  im- 
mediate opposition  of  American  ship- 
makers  and  their  supporters  in  Con- 
fess' Not  necessarily,  Shepherd  argues. 
"In  fiscal  year  1978,  the  Navy  adopted  a 
five-year  shipbuilding  program  calling  for 
178  ships  to  be  added  to  the  fleet,"  he 
says.  "But  today,  in  the  face  of  escalating 
costs  and  vacillating  politicians,  that 
five-year  plan  has  been  drastically  cut 
back  to  less  than  one-half  the  1978  pro- 
jection." Thus,  he  figures,  the  ships  built 
in  Japan  would  be  in  addition  to  those 
now  scheduled  to  be  built  in  the  U.S. 

"By  constructing  ships  for  the  U.S. 
Navy,  Japan  would  avoid  violation  of  its 
constitutional  restriction  on  building  up 
a  domestic  military  force  while  still  con- 
tributing significantly  to  the  defense  of 
the  Pacific  Basin,"  Shepherd  says.  At  the 
same  time,  "assistance  in  the  U.S.  mili- 
tary effort  would  lessen  concerns  of  the 
American  public  about  the  Japanese  fail- 
ure to  undertake  its  fair  share  in  its  own 
defense  effort  and  would  serve  to  miti- 
gate protectionist  pressures  in  the  U.S." 

Shepherd  acknowledges  that  his  pro- 
posal involves  considerable  "political 
and  emotional  hurdles  on  both  sides  of 
the  Pacific."  But  without  innovative 
ideas  such  as  his,  the  more  pressing  prob- 
lems between  the  two  allies  may  never 
be  solved. — Norman  Pearlstine 


Stand  and  fight! 

"You  get  tired  of  reading  that  the  golden 
age  of  Route  128  companies  is  over  and 
hearing  you're  living  in  deadsville."  The 
speaker  is  Ray  Stata,  the  trim  cofounder 
and  chairman  of  the  highly  successful 
Analog  Devices,  Inc.  Many  of  the  little 
science  companies  that  were  founded  in 
the  Route  128  suburban  shadow  of  the 
great  Boston  universities  have  since 
moved  away  from  "Taxachusetts"  where 
the  burden  of  state  and  local  taxes  on 
personal  income  is  10%  higher  than  the 
national  average.  As  his  company  grew 
to  its  present  size  ($66  million  in  1978 
sales),  Stata  was  tempted  to  move  but 
decided  instead  to  stay  and  fight.  Over 
the  past  two  years  the  MIT  graduate  has 
joined  with  such  entrepreneurs  as  Edson 
deCastro  of  Data  General  and  D.V.  d'Ar- 
beloff  of  Millipore  Corp.  and  with  nearly 
100  other  firms  to  form  the  Massachu- 
setts High  Technology  Council.  "Before 
throwing  in  the  towel,"  he  says,  "we 
have  a  responsibility  to  make  an  effort  to 
make  this  place  competitive,  to  make  it 
economically  attractive  to  stay  in  and  to 
come  to.  It's  not  just  nice  to  lower  taxes; 
it's  necessary." 

Stata's  and  the  council's  initial  success 
was  a  rollback  of  the  capital  gains  tax. 
Quite  a  feat,  he  feels,  because  it's  looked 
upon  as  a  "rich  man's  tax."  Then,  en- 
couraged by  the  hospitable  attitude  of 


Governor  Edward  King,  whom  St) 
"the  Margaret  Thatcher  of  Mi 
setts,"  the  council  joined  with  fl 
ed  Industries  of  Massachusetts  t 
put  a  tax  control  initiative  pet: 
the  ballot  on  Nov.  21. 

The  measure,  called  Proposit 
has  several  provisions:  Property  tj 
to  be  limited  to  2.5%  of  fair 
value;  combined  revenues  of  sfl 
local  governments  are  to  be  redu* 
four  years  to  90%  of  the  present  1 
burden  on  personal  income;  s 
ceilings  are  to  be  lowered  propor 
should  the  federal  government 
any  of  the  state's  current  burdei 
after  the  four-year  phase-in  perid 
sachusetts  taxation  of  personal 
may  not  exceed  the  50-state  aver] 

The  measure  is  nowhere  as  t\ 
California's  Proposition  13,  whi 
the  state's  tax  burden  by  25%  in 
year.  As  Stata  points  out,  it's  desj 
make  Massachusetts  more  desirt 
freeing  personal  income — empkx 
come — from  the  ferocious  tax  bit] 

Stata  and  the  council  are  mal 
effort  to  raise  the  regional  consci« 
of    the    area's    schools.  The 
schools,  he  says,  customarily  sd 
charter    as    being  "cosmic." 
schools  in  the  West  and  the  Soul] 


Stata  of  Mass.  High  Technology  C.oum 
He  stayed,  fought  and  is  winniru 


don't  feel  obliged  to  tailor  conti 
education  courses  for  older  grai 
who  want  to  freshen  or  expanc 
education.  Thus  people  workii 
firms  like  Stata's  perceive  limits  oi 
personal  growth  that,  they  feel,  wc 
exist  in  Dallas,  Durham  or  Palo  Alt 
Harvards  and  MITs  haven't  made 
of  a  response  one  way  or  the  ot 
Stata's  proposals.  But,  as  he  alway 
them,  "The  one  sure  thing,  if  thi 
deteriorates  because  it  can't  compi 
talent,  is  that  the  schools  are  tri 
ones  able  to  get  out."— Steven  Flax 
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The  most  timely  and 
indispensable  reference 
on  America's  largest 
corporations... 


Since  1949,  the  FORBES  Annual  Report  on 
American  Industry  Issue  has  presented  the 
most  revealing  analysis  of  the  accomplish- 
ments of  America's  leading  companies.  The  32nd 
yearly  edition  will  once  again  rank  and  compare 
the  performance  of  more  than  1 ,000  of  the  largest 
American  public  corporations  (those  with  fiscal 
sales  of  at  least  $275  million). 

The  upcoming  January  7, 1980  FORBES  Annual 
Report  Issue  will  be  of  special  interest  since  it 
represents  not  just  the  year-end  report  of  1 979,  but 
of  an  entire  decade  that  tested  the  mettle  of  the 
American  management  community.  Through  the 
telling  statistics  of  profitability,  growth,  and  stock 
market  performance,  the  issue  will  present  a  con- 
cise analysis  of  how  corporate  America  responded 
to  the  challenges  of  the  '70s. 

This  special  issue  will  also  compare  a  company's 
performance  for  the  most  recent  twelve  months 
with  its  average  record  for  the  past  five  years  to 
provide  a  true  index  of  the  quality  of  a  company's 
management  over  the  long  haul.  It  will  also  help  to 
provide  insights  into  how  that  company  is  likely  to 
perform  in  the  future. 

To  find  out  which  companies  are  best  prepared 
for  the  uncertainties  of  a  new  decade,  America's 
top  executives  will  rely  on  the  information  con- 
tained in  the  FORBES  Annual  Report  Issue.  As 
such,  the  issue  presents  a  major  advertising 
opportunity  to  reach  FORBES'  high-powered 
executive  readership — the  people  who  own  and 
run  American  Business. 

Plan  now  to  advertise  in  the  FORBES  32nd 
Annual  Report  on  American  Industry — the  most 
complete  rundown  on  the  performance  of  corpor- 
ate America  available  anywhere. 

For  more  information  contact  your  local  FORBES 
representative,  or  write  to:  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine, 
60  Fifth  Avenue,  New  York,  NY  1 001 1 


Forbes: 
Capitalist  Tool 


After  75  years, 

FHutton&Compaii 
still  has  one  name. 


In  an  industry  that  undergoes  ups  and  downs, 
mergers  and  constant  change,  E.F.  Hutton  has  always 
stood  for  reliability  and  dependability. 

Through  all  those  years,  we've  maintained  an  un- 
broken record  of  profitability  and  of  continuous  service 
to  our  customers. 

And  now,  at  our  three-quarter  century  mark, 
that  stability  seems  even  more  impressive. 


When  EFHutton  talks, 
people  listen. 

Member  of  SIPC 


Forbes 


The  Economy 


This  is  the  way 
it  is  going  to  be 


think  this  period  of  tight  and 
/e  credit  is  going  to  be  relatively 
you  are  living  in  a  fool's  para- 
1  page  202,  columnist  Thomas 
gives  some  hints  on  how  smaller 
men  can  stay  alive.  Better  read 
msinessman  or  small,  you  may 
rself  needing  some  of  these  ploys 
onths  just  ahead. 
Iked  recently  with  Norman  W. 
)f  Great  Neck,  N.Y.,  who  owns  a 
ompany  making  electrical  con- 
His  customers  are  mostly  larger 
les.  Hirsch  suddenly  finds  his 
pany  customers  are  taking  their 
aut  paying,  60  days  and  longer, 
sliers,  on  the  other  hand,  are  de- 
;  quick  payment;  no  money,  no 
ts.  Hirsch  knows  what  this 
'If  I  have  to  carry  my  customers 
ays  at  18%  interest,"  he  says, 
>  a  lot  of  business  I  am  going  to 
turn  down.  My  business  is  good 
t  I  have  no  illusions  about  next 
ible." 

i;e  automobile  dealers.  They  nor- 


mally try  to  maintain  a  good-size  inven- 
tory of  cars — their  "floor  plan."  With 
bank  loans  at  16%  per  annum  that  in- 
ventory will  now  cost  1.3%  per  month. 
Figure  it  out.  On  a  $6,000  wholesale  mid- 
size car,  it  costs  $80  a  month  to  stock. 
That's  probably  $40  a  month  more  than 
earlier  this  year.  Considering  that  dealer 
profit  is  only  $150,  that  makes  a  big 
dent.  The  result:  Dealers  are  going  to 
carry  fewer  cars.  Inevitably  that  means 
lost  sales  and  reduced  auto  employment. 
Unemployed  auto  workers  don't  eat 
much  steak.  Neither  do  those  just  above 
the  laid-off  workers  in  seniority;  they 
can  feel  their  turn  coming  next. 

The  biggest  impact  is  going  to  be  on 
housing.  We  recently  heard  of  a  New 
York  suburban  home  owner  who  turned 
down  $220,000  for  his  house  early  in  the 
summer.  He  was  holding  out  for 
$250,000.  Last  month  he  let  the  house  go 
for  $180,000.  It  hasn't  sunk  in  yet,  but 
people  are  going  to  wake  up  and  discover 
that  their  houses  do  not  automatically 
appreciate  by  15%  a  year. 


Such  perceptions  spread  slowly.  There 
are  inevitable  lags.  Stephen  Dixon,  presi- 
dent of  Clover  Realty  of  Atlanta,  points 
out  that  many  brokers  are  still  using  90- 
day,  low-cost  commitments  to  finance 
sales  of  new  houses.  "Hopefully,  before 
they  run  out  of  money,  the  market  will 
have  changed,  usury  laws  will  be  liberal- 
ized and  the  supply  of  mortgage  money 
will  be  plentiful  and  at  low  cost,"  he  says. 
Forget  it,  Mr.  Dixon.  That  isn't  going  to 
happen  fast.  In  Dallas,  Steven  Welwood, 
partner,  Gagewood  Homes,  reports  that 
October  sales  of  new  custom  homes 
were  excellent.  That's  because  he  had 
previously  arranged  financing  from 
mortgage  brokers  such  as  Suburban 
Coastal  Finance.  "Now  we  are  out  of  this 
money,  and  in  a  word  [sic],  we  expect 
sales  to  go  to  hell  in  a  handbarrow." 

A  decade  ago  a  family  we  know  sold  a 
house  for  $52,000,  after  having  lived  in  it 
for  a  dozen  years.  It  counted  itself  lucky: 
Its  investment  had  depreciated  by  only 
about  $660  a  year — 1.1%  per  annum.  De- 
preciated, not  appreciated.  That  was  con- 
sidered normal:  Houses,  like  everything 
else,  depreciated;  they  were  not  auto- 
matic capital-gains  machines. 

People  don't  believe  all  this  yet.  The 
orchestra  has  stopped  playing  but  the 
guests  haven't  left  the  party  yet.  They 
soon  will.  Recently  in  this  space  we 
talked  about  the  "not-me"  illusion 
(Forbes,  Oct.  29),  the  feeling  that  the 
recession  isn't  going  to  hit  us  as  individ- 
uals. Ladies  and  gentlemen,  it  is  going  to 
hit  us  all,  and  wise  businessmen  will  face 
the  fact  before  it  is  too  late.  E 


It's  working 


i  everyone  thinks  the  econo- 
heading  down,  the  economy 
to  do  just  that.  Since  the 
additional  moves  last  month 
train  credit,  the  rate  of  expan- 
if  the  money  supply  (M  l)  has 

licantly  slowed.  The  raone- 
)ase — which  the  Fed  controls 

i/hich  sets  the  path  for  money 
y — has  been  shrinking  too. 


%  change,  annual  rate 
20 


Monetary  base 


/ 


Money  supply  (M-l) 


I     I  I 


J  L 


J  L 


J  I  L 


June  July  Aug. 

Source  Federal  Reserve  Board  and  Morgan  Stanley  &  Co. 
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Capital  Markets 


MONEY  &  INVESTMENT 


'The  yield  curve  is  twisted  out  of  shape  and 
quality  differentials  are  abnormally  high. " 

SWAPPING 


By  Ben  Weberman 


This  is  a  great  time 
for     swapping.  I 
mean   bond  swap- 
ping,    of  course. 
When  a  market  is  in 
*mw  i  turmoil — as  this  one 
-f  JW      is — great  distortions 
_^AF^y   take    place.  Some 
■  3^|^B  I  bonds  drop  further 
W  M   I  than   they  should, 

—   J^BS  others  less.  A  smart 

trader  can  improve  yield  and  pick  up 
nice  capital  gains. 

While  swapping  is  chiefly  an  insti- 
tutional pastime,  individuals  can  play, 
too.  The  difference  is  that  big  traders 
pay  only  modest  commissions  while 
individuals  get  nicked  heavily  on  the 
odd-lot  differential;  anything  less 
than  a  half-million— $500,000— is 
considered  an  odd  lot. 

Nevertheless,  when  conditions  are 
as  chaotic  as  they  are  today,  a  shrewd 
odd-lotter  can  do  pretty  well.  He  can 
play  the  yield  curve,  for  one  thing. 
Normally,  as  maturities  lengthen, 
yields  rise:  You  expect  more  interest 
if  you  commit  your  money  for  a  long 
period  than  for  a  short  period.  A  nor- 
mal yield  curve,  therefore,  slopes  up- 
ward. Right  now,  however,  the  yield 
curve  slopes  down:  Short-term  securi- 


ties are  yielding  more  than  long. 

Or,  you  can  play  quality  differen- 
tials. In  chaotic  markets  the  normal 
yield  differences  among  bonds  of  dif- 
ferent quality  also  widen. 

Let's  talk  about  the  yield  curve  first. 

Long-term  Treasuries  normally  car- 
ry a  return  about  1%  or  1.5%  greater 
than  three-month  bills.  In  the  sum- 
mer of  1978,  when  things  were  fairly 
normal,  July  1978  bills,  for  example, 
had  a  return  of  7.21%  while  30-year 
bonds  carried  8.61%.  As  inflation  got 
out  of  hand  the  yield  curve  reversed. 
Bill  yields  moved  up  to  8.89%  in  June 
and  the  long  bond  was  at  9.06%. 
Thus,  over  the  period,  a  yield  gain  of 
1 .40%  from  short  to  long  was  changed 
to  a  yield  reduction  of  .83%. 

Spreads  because  of  quality  also 
change  when  interest  rates  are  rising. 
Investors  worry  about  borrowers' 
credit  and  concentrate  on  improving 
quality.  In  September  1978,  an  inves- 
tor had  to  buy  a  Baa-quality  bond  to 
get  a  9.25%  return;  the  Aaa  issues 
were  in  the  8.45%  range.  By  June 
1979,  interest  rates  had  risen  substan- 
tially, but  the  yield  differential  for 
quality  remains  about  the  same — nor- 
mal, in  other  words. 

Since  the  Federal  Reserve  pulled  the 
plug  on  Oct.  6  the  yield  curve  has  been 
twisted  all  out  of  shape  and  differen- 


i 


tials  are  abnormally  high.  Tfl 
month  bills  leaped  from  a  10%  rj 
to  about  12%  in  one  month.  Ac 
long-term  end  of  Treasury  maturi| 
bond  yields  rose  from  9.32%i 
10.37%— about  1%.  So  short-tl 
bills  were — abnormally — yiel 
much  more  than  long-term  bonds 
for  quality  differentials,  Aaa  bo 
held  a  return  of  10.75%,  Baa  bq 
12.50%.  The  differential  had  wide 
from  .85%  in  June  to  1.75%  in  e 
November. 

When  the  present  trend  to  t 
credit  and  higher  rates  is  reversed, 
differentials  will  also  move  back 
the  yield  curve  will  resume  its  nor 
upward  slope.  When  will  that  hapj 
When  inflation  slows  down  and 
dollar  strengthens.  In  other  wc 
only  the  Good  Lord  knows. 

Given  the  unknowns,  it  seems  J 
to  play  the  yield  curve  now  by  sv 
ping  long  and  intermediate  bonds 
short-term;  you  can't  argue  with  ] 
yields.  Nor  does  it  seem  worthw 
sacrificing  quality  to  get  a  little  be 
yield  in  money  market  certificate; 

But  by  early  1980,  it  might  be  sn 
to  swap  short  maturities  into  f 
year  Treasuries  to  lock  in  the  hi* 
rates.  As  the  winter  wears  on  it  I 
probably  be  time  to  swap  out  of  f 
year  Treasuries  into  30-year  Treai 
ies,  where  the  big  capital  gain  poi  . 
tial  is;  if  the  yields  on  30-year  T 
suries  were  to  drop  from,  say,  10.3 
to  8.82%,  the  bond  prices  would  ji 
from  88  Vi  to  103.  Only  much  la 
when  low-quality  bonds  lag  the  p 
rises  in  Treasuries  would  I  cons 
sacrificing  quality  for  yield.  In  sv 
ping,  timing  is  all.  ■ 


Ben  Weberman  is  economics  editor  of  Foi 
magazine 


Yield  curves  under  stress 


Under  normal  circumstances,  interest  rates  on 
shortest  maturity  debt  securities  have  the  lowest 
rate  of  return.  Added  life  brings  greater  yield  be- 
cause the  longer  life  has  more  uncertainty,  hence 
more  risk.  During  periods  of  tight  credit,  however. 


short-term  rates  rise  as  the  Federal  Reser 
squeezes  credit  and  the  yield  curve  assumes  a  fl 
shape  or  even  a  reverse  slope  curve.  The  data  b 
low  show  how  rates  and  prices  react  when  inve 
tors  and  borrowers  are  under  severe  strain. 


3-month  T-bill 

5-year  note 

10-year  note 

30-year  bond 

di  scount 

bond 

9'/4Sof  5/15/84 

9'/4Sof  5/15/89 

9 '/as  of  5/15/09 

Date 

yield 

equivalent 

price 

yield 

price 

yield 

price 

yield 

The  May  rally 

May  3 

9.52% 

9.91% 

99%* 

9.35% 

99% 

9.37% 

98% 

9.26% 

June  12 

8.87 

9.22 

101%* 

8.68 

103 

8.79 

103 

8.82 

The  October  collapse 

Oct.  1 

10.13 

10.52 

98% 

9.53 

98% 

9.50 

98 

9.32 

Oct.  5 

10.61 

11.06 

98  V% 

9.75 

97% 

9.58 

97,1/i6 

9.35 

Oct.  12 

11.25 

11.75 

95% 

10.40 

94% 

10.18 

93'/i 

9.80 

Oct.  19 

12.25 

12.83 

93% 

11.00 

91 

10.76 

91 

10.08 

Oct.  26 

11.80 

12.32 

94% 

10.89 

91'/2 

10.68 

90% 

10.10 

Nov.  2 

11.90 

12.45 

93  Vi 

1 1.10 

90% 

10.82 

88'/2 

10.37 

Tk 
k 

.1 

lunil 


'  The  9%s  are  due  3/15/84. 
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HE  OF  IHESE  COMPANIES  HAS  LARGER 
ASSETS  THAN  ANY  OF  THE  OTHERS. 

WHICH  ONE? 


Kroger 


}7%  9.35 

m  « 

;i  10.08 
M  10.10 


All  are  Forbes  500  companies. 
_  But  only  one  has  2.6  billion  dollars  in  assets.  And  grew  to 
size  in  19  short  years. 

The  mystery  company?  Continental  Telephone  Corporation. 

And  if  that  comes  as  a  surprise  to  you,  you  should  leam 
e  about  us. 

Like  the  fact  that  we've  quietly  become  the  third  largest 
-Bell  telephone  company  in  America.  Serving  more  than  2,000 
ununities  in  the  United  States,  Canada  and  the  Caribbean  with 
r  3  million  telephones.  That  we've  increased  our  net  income 
fo  in  the  last  decade.  And  paid  increased  dividends  each  year 


since  our  first  declaration  in  1964. 

That  1978  revenues  and  sales  rose  17%  over  1977.  Net  in- 
come increased  21%.  And  earnings  per  common  share  climbed  17%. 

But  that's  not  all. 

Figures  for  the  first  six  months  of  1979  are  looking  even 
better.  With  net  income  up  20%  to  $56.3  million.  Revenues  and 
sales  up  18%  to  $544  million.  Earnings  per  share  up  14%  to  $1.09. 

If  you're  ready  for  more  facts  and  figures,  write  to  us  at 
56  Perimeter  Center  East,  Atlanta,  G  A  30346. 

Continental  Telephone  Corporation. 

Don't  be  surprised  if  you're  hearing  a  lot  more  about  us. 


©Continental  TelephoneCorporation 


Stock  Comment 


The  stock  market  is  down.  Gold  is  down, 
and  what  October  1929  was  for  stocks, 
October  1979  was  for  bonds. 


WHAT  NOW? 


MONEY  &  INVESTMENT 


By  Heinz  H.  Biel 


This  past  October 
was  as  lively  and 
created  about  as 
much  upheaval  in 
the  world  of  finance 
as  its  notorious  pre- 
decessor of  50  years 
ago.  All  sorts  of 
things  happened  last 
month  that  no  sane 
financial  analyst 
would  have  had  the  nerve  to  predict. 
Some  events  were  almost  funny,  like 
the  multibillion-dollar  errors  of  Manu- 
facturers Hanover  in  its  weekly  re- 
ports to  the  Federal  Reserve;  funny, 
except  that  such  unpardonable  mis- 
takes may  have  done  considerable 
damage  to  the  bond  market  and  might 
even  have  affected  the  Fed's  appraisal 
of  the  money  supply  situation. 

It  was  also  a  unique  experience  to 
see  the  Dfl  reach  a  new  1979  high  on 
Oct.  5  and  then  plunge  to  a  new  1979 
low  just  12  trading  days  later.  Who 
can  be  that  flexible  in  his  thinking, 
not  to  mention  his  actions? 

The  day  after  General  Motors  re- 
ported a  collapse  in  its  third-quarter 
profits  to  all  of  6  cents  a  share,  the 
stock  lost  just  a  quarter  of  a  point. 
Even  that  income  was  created  only  by 
a  large  tax  credit  that  covered  up  a  big 
operating  loss.  When  on  the  very 
same  day  Texaco  reported  an  almost 
embarrassing  211%  rise  in  third-quar- 
ter earnings  to  an  unprecedented 
$2.25  a  share,  the  stock  declined 
three-quarters  of  a  point.  It  doesn't 
make  sense — but  that's  Wall  Street  for 
you  and  we'll  have  to  live  with  it. 

We  know,  of  course,  that  stock 
prices  will  "fluctuate."  Sensible  inves- 
tors accept  that  fact  as  the  price  they 
are  willing  to  pay  for  the  potential 
gain.  Therefore,  the  rather  sharp  sell- 
off  this  fall  can  and  should  be  taken 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


with  a  fair  amount  of  equanimity.  In 
contrast  to  the  debacle  of  50  years 
ago,  the  1979  version  is  well  within 
the  range  of  normal  risk  expectan- 
cies— at  least  so  far. 

On  the  other  hand,  what  has  hap- 
pened to  bonds  is  sheer  disaster,  re- 
flecting interest  rates  higher  than  any 
of  us  has  ever  seen  before  in  this  coun- 
try. The  rate  for  federal  funds  (over- 
night credit  among  banks)  reached 
17%;  the  banks'  prime  lending  rate  is 
up  to  15V4%  and  still  tending  higher; 
U.S.  Treasury  bills  are  yielding  well 
over  12%;  and  triple- A  rated  Moun- 
tain States  Telephone  had  to  put  an 
1 1'/4%  coupon  on  its  recently  offered 
40-year  bond  issue.  More  than  a  dozen 
U.S.  Treasury  bonds  and  notes  are 
now  selling  in  the  70s  (!),  which  gives 
you  an  idea  of  the  vast  amounts  of 
money  lost  on  every  one  of  the  thou- 
sands of  government,  corporate  and 
municipal  bond  issues  presently  out- 
standing. What  October  1929  was  for 
stocks,  October  1979  was  for  bonds. 

It' is  not  much  consolation  for  in- 
vestors who  have  lost  money  in 
stocks  as  well  as  bonds,  that  people 
who  have  been  buying  gold  lately  at 
prices  as  high  as  over  $440  an  ounce 
have  also  experienced  some  discom- 
fort. Recently,  gold  fell  back  to  about 
$374,  down  some  15%. 

As  long  as  we  have  sky-high  inter- 
est rates,  the  competitive  advantage 
of  notes  and  bonds  may  seem  unsur- 
mountable,  at  least  as  far  as  income- 
oriented  investors  are  concerned.  Of 
course,  this  has  been  the  case  for 
some  considerable  time.  You  may  re- 
call that  many  "prudent,"  but  now 
gun-shy,  managers  of  pension  and 
other  trust  funds  were  putting  more 
and  more  money  into  "safe"  bonds 
yielding  8%  or  9%  rather  than  invest- 
ing in  the  stock  market,  where  they 
got  their  fingers  burned  quite  badly 
some  years  ago.  Now  they  have  paid 
tuition  once  again.  Yet,  they  can  sleep 
peacefully  in  the  knowledge  that 
these  bonds,  on  which  they  lost  a 


bundle,  are  sure  to  go  back  to  100, 
when  they  mature  30  or  40  years  f 
now.  Some  consolation! 

I  don't  think  it  is  possible  to  n 
whether  stocks  can  go  their  own  \ 
I  mean  up,  as  long  as  ultra-safe,  sb 
term  investments  produce  a  12°/ 
14%  return,  which  may  go  higher 
Rallies,  yes.  But  a  sustained  advaj 
I  doubt  it.  The  consensus  seems  t 
that  there  is  too  little  incentive 
buying  stocks  when  the  compe 
tion  for  staying  safely  on  the  side! 
is  so  generous.  I  am  suspicious  of 
consensus,  but  it  is  difficult  to  ai 
against  it. 

And  there  is  another  point.  Tl 
high  interest  rates  and  the  less  lib 
availability  of  credit  are  bounc 
hurt.  They  are  meant  to  hurt, 
cherished  high  standard  of  living 
have  to  be  reduced  until  people  d 
take  out  of  the  economy  more  t 
they  put  into  it.  It's  the  only  wa 
stop  inflation,  which  is  not  cau 
but  only  accentuated,  by  OPEC's  1 
oil  prices.  If  we  have  to  pay  mon 
gasoline  and  home  heating  fuel, 
have  less  to  spend  on  other  it( 
luxuries  or  necessities.  We  had  b 
learn  that  simple  lesson  fast,  and 
includes  our  President  who  is 
looking  for  an  alibi  for  why  infia 
has  been  growing  from  bad  to  w 
under  his  Administration. 

Fed  Chairman  Volcker  has,  I 
lieve,  the  resolve  and  tenaciousne 
continue  his  policy  of  increasingl' 
vere  credit  restraints  until  infia 
has  been  brought  under  control 
far,  protests  have  been  surprisi 
subdued.  Politicians,  bankers,  t 
nessmen  and  labor  leaders  all  k 
only  too  well  what  would  happe 
the  dollar  if  Volcker  should  qui 
even  just  threaten  to  quit. 

Next  year  is  a  presidential  elec 
year.  Some  contenders  seem  to  1 
programs  for  how  we  can  spend  < 
more  lavishly  beyond  our  me 
Let's  hope  the  voters  will  unders 
what  it  is  all  about.  Otherwise 
painful  operation  that  we  have  tc 
dure  will  have  been  in  vain. 


Clarification 

In  my  last  column,  I  inadverte 
referred  to  the  Inter-American  D( 
opment  Bank  bonds  as  U.S.  gov 
ment  agency  bonds.  While  they 
listed  under  that  heading  in  Tlx 
York  Times  and  other  publicati 
these  bonds  are  not  obligations 
U.S.  government  agency.  This 
not  alter  my  comments.  ■ 


1 


196 


FORBES,  NOVEMBER  2 


Will  1980  be  the  year  when  your 
investments  prosper?  Send  today  for 

Forecast  BO 

Clear  advice  on  what  United  expects  from  the 
Stock  Market  and  the  Economy  in  1980 


THESE  ARE  THE  VITAL  AREAS  COVERED 

Business  Production         Interest  Rates 

Inflation  Building 

Labor  Autos 

Retail  Trade  Commodities 

Energy  Earnings 

Services  Dividends 


Capital  Spending 
International  Economics 
Federal  Policies 
Raw  Materials 
Stock  Market 


PIUS  United  picks  the  stocks  and  bonds  you  should  consider 
for  your  portfolio,  analyzes  profit  and  risk. 

1 0  Promising  Buys  for  1 980  Action  •  5  Stocks  Selling  Below  Book  Value 

5  Solid  Values  Among  Quality  Growth  Stocks  •  5  Stocks  with  Good  Yields  and  Rising  Dividends 

5  Low-Priced  Speculations  with  Strong  Profit  Appeal        •  Bonds  for  Income— Both  Taxable  and  Tax-Free 

•  Convertibles  for  Both  Income  and  Profit 

PIUS  this  important  timely  United  Report 

17  Money  Market  Funds 

$30  Billion  of  other  people's  savings  are  earning  over  1 0%.  Are  yours? 
Get  your  copy  of  this  informative  Report  giving  you  facts,  figures  and 
advice  on  which  Funds  may  be  better  for  you. 

PIUS  big  3Vz  ft.  20  year 

Market  Averages  Chart 

Yours  without  extra  charge— Thousands  sold  every  year 

•  4  Dow  Jones  Averages— Industrials— Utilities— Transportation— Bonds 
©  NYSE  Composite  Index  •  Standard  &  Poor's  500  Stock  Average 
•  Weekly  ranges  and  market  volume  •  Arithmetic  scale  •  Easy  to  read  22  x  42-inch  size 
A  $5  value . . .  Included  at  no  extra  charge  with  this  package 

Plus  an  8-Week  Subscription  to  United  Reports 
8-issue  subscription  to  United  Reports  alone  is  a  $19  value . 

This  entire  package  only . . . 

MAIL  THE  POSTAGE  PAID  REPLY  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU  %0 
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Financial  Strategy 


There  are  few  things  that  cost  more  dearly 
in  the  market  than  the  comfort  factor 

WHOSE  SLEEPING 
POINT? 


MONEY  &  INVESTMENT 


By  John  Train 


The  old  tale  has  it 
that  a  younger  spec- 
ulator once  ad- 
dressed a  Wall  Street 
pundit  as  follows: 
"I've  bought  a  lot  of 
Bonanza,  Inc.  Now 
it's  tripled,  and 
seems  to  be  going 
right  on  up.  But  I 
have  such  a  big  posi- 
tion that  I'm  losing  sleep  over  it. 
What  should  I  do?"  The  sage  replied: 
"Cut  back  to  the  sleeping  point." 

I  like  the  story.  But  as  advice  goes, 
I'm  not  so  sure.  It  may  even  be  mis- 
leading. I,  for  example,  am  a  content- 
ed stockholder  of  American  Interna- 
tional Group,  which  I  first  mentioned 
here  in  February  1978  at  37.  It's  now 
about  55.  Hank  Greenberg,  the  prodi- 
gy who  runs  the  company,  has  built  it 
up  from  $100  million  of  net  worth  a 
decade  ago  to  $1  billion  today. 

If  you  work  there  he'll  call  you  up  in 
the  middle  of  the  night  and  say:  "Joe, 
I've  been  reading  your  report. 
Shouldn't  you  be  cutting  back  on  our 
commercial  lines  exposure  in  Thai- 
land? What  do  you  think?"  loe  had 
better  know  the  answer,  even  at  that 
hour.  Among  other  factors,  Hank 
Greenberg's  personal  $50  million 
stake  in  AIG  keeps  him  wakeful.  (An- 
dre" Meyer,  the  old  tyrant  of  Lazard 
Fn?res,  had  the  same  unnerving  habit 
of  calling  his  colleagues  at  all  hours.) 

I'm  not  sure  I'd  like  to  work  for  Mr. 
Greenberg,  but  I  do  sleep  better  know- 
ing he's  working  for  me  and  losing  a 
few  winks.  (In  fact,  I  took  advantage 
of  the  recent  market  dip  to  buy  some 
more  stock  in  this  wonderful  com- 
pany. It's  a  hard  enterprise  to  under- 
stand, and  in  a  later  column  I'll  dis- 


cuss it  at  length.) 


John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


Generally  speaking,  there  are  few 
things  you  pay  for  more  dearly  in  the 
market  than  the  comfort  factor.  An- 
other way  of  putting  this  idea  is  to  say 
that  the  best  time  to  buy  a  stock — 
perhaps,  indeed,  the  only  time — is 
when  both  the  market  and  the  stock 
itself  make  you  lose  some  sleep.  Each  in 
its  own  way:  The  market  should  make 
you  queasy  (as  now)  and  the  stock 
should  seem  "dead,"  singular  or  odd. 

Here  are  two  ways  of  recognizing 
that  singularity.  One  is  the  "ha-ha" 
factor.  When  you  explain  the  stock's 
underlying  investment  concept  to 
someone  for  the  first  time,  the  hearer 
is  surprised,  puzzled  a  bit,  and  then 
chuckles  at  its  ingenuity.  It's  a  reliable 
sign  of  singularity. 

A  second  sign:  People  get  the  com- 
pany's name  wrong  (what  one  of  my 
partners  calls  the  Hearty  Hanks  Syn- 
drome). I'll  explain  that. 

Harte-Hanks  is  a  good  representa- 
tive of  what  may  be  the  most  perfect 
investment  category  in  America — the 
monopoly,  nonunion  daily  newspaper 
chain.  Monopoly  newspapers  are  im- 
mune to  the  antitrust  law;  the  First 
Amendment  overrides  antitrust.  A 
new  rival  paper  never  successfully  im- 
plants itself  in  the  territory  of  an  en- 
trenched monopoly  paper — people  get 
too  used  to  the  old  one.  And  a  monop- 
oly newspaper  is  one  of  the  few  areas 
that  has  virtually  complete  pricing 
flexibility,  within  reason.  Most  people 
just  have  to  buy  it. 

Harte-Hanks,  based  in  Texas,  is 
one  of  my  favorite  newspaper  chains 
for  a  number  of  reasons.  I  know  both 
the  management  and  the  controlling 
interest  well,  and  am  delighted  to  be 
in  business  with  them.  And  Texas  is 
a  good  territory — an  OPEC  country, 
really.  Finally,  Harte-Hanks  stock  is 
now  trading  in  the  market  for  one 
times  its  revenues,  whereas  private 
buyers  these  days  have  been  willing 
to  pay  twice  revenues  for  a  monopo- 
ly, nonunion  paper  or  chain.  The  larg- 
est chain,  Gannett,  sells  in  the  mar- 


ket for  twice  its  revenues. 

When  I  explained  the  compar 
clients  in  the  old  days,  I  noticed 
they  had  a  tendency  to  ca! 
"Hearty"  Hanks,  although  I  aS 
pronounced  it  the  way  Ed  and  H 
ton  Harte,  the  founders  of  the  q 
pronounced  it — "heart."  In  those 
neither  the  stock  nor  the  investi 
charm  of  monopoly  newspapers 
familiar  to  investors.  As  a  rcsu 
was  wildly  underpriced.  For  a 
while  the  company  sold  in  the 
for  half  its  revenues  per  share  (thi 
the  entire  company  would  have  ^ 
manded  a  price  several  times  tj 
Harte-Hanks  has  gone  up  a  long 
since  then  and  become  a  familiar, 
ally  properly  pronounced  name| 
still  attractive  although  less  so  th. 
its  "Hearty"  Hanks  days. 

In  other  words,  the  time  to  q 
stock  is  before  investors  get  the) 
and  are  comfortable  with  it. 

A  more  recent  example  that 
remembered  by  readers  is  De  Bei 
devoted  an  entire  column  to  itl 
January — the  only  time  I've  done 
for  one  stock.  It  was  then  sellin 
around  $5,  or  barely  over  two  t 
earnings.  "Oh,"  people  would 
"but  what  about  South  Africa?  V 
there  be  trouble?  And  what  if  the 
sians  start  selling  on  their  own 
stead  of  going  through  De  Beers?" 
though  the  Russians  didn't  war 
get  the  most  for  their  output, 
anyone  else.) 

The  discomfort  factor  at  worj 
De  Beers  was  so  acute  that  at  $: 
enterprise  was  selling  in  the  mi 
for  less  than  its  cash  in  the  ban 
London  and  its  hoard  of  gemston 
the  vaults,  taken  at  cost — with 
whole  company  free,  including 
selling  organization  and  huge  ou 
investments.  It's  unreasonable  to 
pect  a  better  deal  than  that.  At  $ 
Beers  has  lost  some  of  its  discor 
factor  but  is  still  not  overpriced. 

Turning  to  the  overall  marke 
day,  as  a  glassy-eyed  professional 
quite  comfortable  with  it,  prec 
because  investors  in  general  at 
uncomfortable.  When  they're  t" 
ming  over  with  confidence,  /  start 
ing  sleep,  wondering  what  to  sell, 
body  has  a  good  word  for  anytl 
Yet  tell  me  this:  Of  all  the  big, 
countries  in  the  world,  who's  real 
better  shape  than  the  U.S.?  (Japar 
no  oil.)  And  yet  almost  all  their 
kets  are  selling  at  twice  the  mult 
of  ours.  (Japan's  is  over  three  tin 
So  probably  today's  investor  wil 
usual,  be  rewarded  for  his  anxiety 
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Transamerica  Dividend 
Increase  Continues  for 

lStfiVear. 


;  up  a  1 


$  1  10 


1  00 
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On  September  20th 
Transamerica  Corporation 
ncreased  the  annual  dividend 
rate  on  its  common  stock 
:rom  $1.00  to  $1.12  per  share. 
Transamerica  common 
'  shareholders  who  have  main- 
ained  their  investments  have 
njoyed  18  consecutive  years 
f  dividend  increases.  Over 
he  past  five  years,  the  com- 
)ound  annual  growth  in  the 
iividend  rate  has  been  just 
at  cost-wil  unc[er  14  percent;  the  new  rate 
ree,  inch*  is  90  percent  higher  than  the 
i  and  huge  o  rate  jn  efteci  fjve  years  agG 

A  cash  dividend  has  been  paid 
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egularly  since  1934. 

For  your  copies  of  our 
atest  annual  and  quarterly 
eports,  please  write  to: 
ransamerica  Corporation, 
orporate  Relations  Depart- 
ment, 600  Montgomery  Street, 
San  Francisco,  CA  94111. 


Note: 

Because  the  most  recent  dividend 
increase  occurred  in  September, 
the  annual  rate  ($1.12)  exceeds 
dividends  declared  du#fngl979. 
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Executives/Professionals 

BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  by  mail  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll  free 
800  525  1344  or  mail  coupon. 


IWNTAL 
EXECUTI\  I 
FINANCIAL 


W.  L  Martin 

Dept  0823 
14201  E  4th  Ave. 

P  O  Box39F 
Denver.  CO  80239 


^  Wriieto: 
W.L.  Martin 

r Dept  0823  V 
14201  E  4th  Ave  .  P  O  Box  39F  ■ 

I Denver.  CO  80239  W 
Sendcompiete  mlormation  and  a  loan  application 


Name  

Address. 


Citv 


State. 


-Zip. 


affiliate  of  The  St  Paul  Companies,  Inc 


848 


Supreme  Artistic  Symmetry 

For  that  special  gift,  the  center  slice  of  the 
Nautilus  Pompilius  enhances  our  exclusive 
acrylic  hexagonal  design.  8"  high.  $65.00 
includes  insured  airmailing  (appx.  5  days) 
anywhere  U  S  A  All  major  credit  cards  or 
check.  Satisfaction  guaranteed. 

sheUvyor/d  hawah  p.o.boxab 

Honolulu,  HI  96815 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd&  3rd  Aves.) 
N  YC.  753-8450-1 


Venture  Capital 


Some  of  these  tactics  are  not  nice  and  son 
businessmen  are  not  proud  of  using  they 
but  lifeboat  ethics  do  have  their  place. 


SURVIVAL  NOTES 


By  Thomas  P.  Murphy 

Until  last  month, 
The  Great  Reces- 
sion of  1979  was 
largely  a  media  hoax 
perpetrated  by  the 
Carter  Administra- 
tion. By  talking  re- 
cession, the  Admin- 
istration hoped  to 
avoid  the  necessity 
of  having  one — om- 
elets without  breaking  eggs. 

Now  it  is  different.  With  the  Federal 
Reserve  Board's  deliberately  dramatic 
announcement  of  Oct.  6,  skyrocket- 
ing short-term  interest  rates  and  pan- 
demonium in  the  credit  markets,  we 
have  to  believe  a  recession  could  be 
real.  For  big  companies  it  is  a  nui- 
sance. For  thousands  of  small  compa- 
nies another  1973-75  would  be  life- 
threatening.  This  column  is  on  how 
to  survive  if  that  should  happen.  I 
hope  it  isn't  needed. 

The  most  conspicuous  result  of  the 
new  Fed  policy  is  higher  interest 
rates — the  highest  in  our  history. 
With  the  prime  rate  at  1 5 lA  %  at  this 
writing,  small  business  will  be  paying 
2%  or  more  over  prime.  Normally,  an 
offsetting  deposit  of  at  least  10%  of 
the  loan  is  kept  in  the  bank.  Add 
those  together  and  smaller  companies 
will  pay  about  19%  interest  on  bank 
loans.  Commercial  finance  compa- 
nies normally  charge  5%  over  the 
prime  bank  rate,  so  they  will  be  charg- 
ing 20%  interest. 

These  rates  are  painful  but  not  im- 
mediately fatal.  What  happens  is  a 
kind  of  Catch  22.  The  high  interest 
cost  plus  mediocre  business  condi- 
tions combine  to  push  a  small  com- 
pany into  the  marginal  or  money-los- 
ing category.  The  bank  lending  officer 
becomes  alarmed  about  the  quality  of 
the  loan  and  calls  it  at  a  time  when  it 

Thomas  P  Murphy  Ixads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  Conn 
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is  nearly  impossible  for  a  small  c 
pany  to  get  another  banking  cow 
tion.  Then  what?  Throw  in  the  to\ 

No!  Never!  Absolutely  never.  Tj 
is  a  classic  strategy  that  has 
many  small  companies  alive  ui 
impossible  conditions.  The  first 
fense  is  cutting  inventory.  It  is  ex 
inventory  that  usually  ties  up  si 
company  cash.  The  next  two  steps 
different  sides  of  the  same  coin- 
ting  customers  or  suppliers  fin; 
the  business.  If,  for  instance,  the  si 
company  is  the  only  maker  of 
hand  widgets  on  the  East  Coast, 
tomers  have  a  big  stake  in  keepii 
alive.  They  can  often  be  persuade 
pay  in  advance,  on  delivery,  or  t« 
spond  to  a  cash  discount.  A  disco 
for  immediate  payment  usually  wo 

Suppliers,  of  course,  are  the  o 
source  of  nonbank  credit  and  t 
too,  are  often  helpful  if  they  ha 
strong  stake  in  keeping  their  cust 
er  in  business.  This  can  turn  in 
sticky  relationship  since  it  is  liar* 
a  business  to  leave  suppliers,  or 
gain  effectively,  when  it  owes  t 
money.  Never  mind.  We  are  tal 
about  survival. 

Happily,  a  few  things  are  easi« 
do  in  hard  times.  The  very  acj 
admitting  that  you  are  cash-shy  h 
a  company  in  normal  times,  bu 
accepted  during  a  squeeze.  It  is 
possible  to  do  some  houseclea 
within  a  company.  You  might  nc 
able  to  fire  old  George  during  h 
days,  for  everyone  knows  his  mc 
is  sick.  But  old  George  is  also  the 
productive  employee  and  lifeboat 
ics  are  accepted  during  a  recessio   ;  \ 

Beyond  these  conventional  sur 
tactics,  there  are  also  the  down- 
dirty  tactics.  One  of  them,  for  e? 
pie,  is  the  creditor  counterlawsu 
vendor,  for  instance,  sues  becausi 
bills  have  not  Teen  paid.  The  c 
pany  countersues,  claiming  that 
vendor's  products  were  infe 
These  suits  buy  time  and  are  i 
often  settled  on  the  courthouse  si 
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win 


e  ultimate  defense  against  credi- 
HQtfyl  s  the  empty-bag  ploy.  Compa- 
hat  have  some  assets  are  terribly 
•rable  to  creditors  during  a  slump. 
r  is  something  to  be  seized, 
sanies  that  demonstrably  have 
sets  enjoy  much  friendlier  rela- 
hips  with  their  creditors,  for  the 
PlTl  rorS/  *n  e^ect/  have  become  hos- 
to  the  company's  survival, 
s  necessary,  of  course,  to  con- 
creditors  that  there  is,  in  fact, 
ng  left  to  excite  their  avarice, 
takes  the  company  to  the  very 
'il  world  of  creditor  and  debtor 
;rs — people  practicing  in  the 
;  uptcy  courts, 
tely never. T  kse  lawyers  are  inevitably  a  small 
rather  closely  knit  fraternity, 
have  done  business  with  each 
is.  Hie  fits  over  the  years  and  they  have 
itory.lt  is  a  :(j  to  trust  each  other.  By  having 
Uy  ties  up  s  f  them  do  a  hypothetical  bank- 
lexttwostep  ^  analysis,  showing  who  would 
:  same  cob  hat  if  the  business  were  pushed 
suppliers  k  lankruptcy,  a  company  can  usu- 
istance,  thes  pare  itself  the  anguish  of  a  real 
y  maker  oi  uptcy.  The  empty-bag  gambit 
East  Coast,  vorks  if  the  bag  is  truly  empty.  A 
akeinkeepi  hetical  analysis  showing  that 
i be persuad  :d  creditors  might  get  25  cents 
lelivery,  ort  ;  dollar  if  the  business  fails  could 
ount.  A disi  ighly  counterproductive.  Ten 
ntusdlywi  on  the  dollar,  though,  would 
se,  are  the <  bly  work. 

credit  ana  ;se  tactics,  by  the  way,  are  not 
ul  if  they  hi  Businessmen  I  know  who  have 
ing their cus  hem  are  not  proud  of  what  they 
;  can  turn  ii  done.  Nevertheless,  nearly  ev- 
;ince  it  is  hai  iy  benefits  in  the  long  run  from 
'firvival,  so,  again,  lifeboat  ethics 
heir  place. 

iously,  it  is  really  not  the  heart- 
editor  who  pushes  most  compa- 
rer the  brink.  It  is  the  chief 
ive  who  has  lost  his  nerve, 
pressures  of  running  a  cash- 
d   business   on   a  month-to- 
basis  have  a  cumulative  effect, 
lot  of  good  men  cave  in.  One  I 
who  was  considering  packing  it 
ing  the  1973-75  squeeze,  con- 
mself  by  mailing  a  survey  to 
pie  in  his  industry  who  had 
given  up  and  gone  into  bank- 
As  I  recall,  only  2  of  the  20 
at  creditors  had  pushed  them 
The  rest  admitted  that  the 
)f them,  fof £  1  was  self-inflicted.  Nearly  all 
counterlaws  lat  it  had  been  a  mistake  and 
,  ,  v.    v'oulil  not  do  it  again, 
n  paid.  The  :ral     appended  handwritten 
claiming  ^  t0  tne  survey.  Each  said  the 
,  weIe  il  thing  in  different  words:  You 
and  are  lappen  to  know  of  a  company 
S  for  a  good  CEO?  ■ 
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How  to  learn  the  ropes  of  investing 
without  hanging  yourself. 


In  the  past,  to  learn  the  basics  of  investing  and 
have  fun  in  the  bargain,  you  had  to  pick  a  winner 
your  first  time  out.  Otherwise,  you  simply  kissed  your 
money  goodbye  and  tried  again  later  when  you  could 
afford  it.  Expensive.  And  no  fun  at  all. 

That's  why  Old  Colony  Trust  invented  The  First 
Investment  Games.  And  although  we  call  them 
games,  they're  serious  business.  They're  designed  to 
teach  you  the  basics  of  investing  in  a  stimulating, 
challenging,  entertaining  m&mexpensive  way. 

You'll  receive  six  games  for  $36.  Each  game 
gives  you  background  information  related  to  the 
game's  topic.  Then  you're  asked  to  invest  a  hypothet- 
ical $100,000.  Record  your  decisions  on 
the  entry  card  in  each  game  and  mail 
it  to  us.  Our  computer  will  score  you 
on  the  basis  of  your  investments. 
If  you're  among  the  top  10%  of  all 
players,  you  win  a  prize  worth  about 
what  you  paid  for  die  games. 

The  six  games  include:  1.  The  Busi- 
ness Cycle  Game;  2.  The  Market  Game; 
3.  The  Bond  Game;  4.  The  Securities  Analy 
Game;  5.  The  Investment  Strategy  Game; 
and  6.  The  Portfolio  Game. 

Play  the  first  game  for  ten  days.  If  you 
don't  like  it,  send  it  back.  We'll  refund  your 
money.  How  many  investments  do  you  know 
of  that  will  let  you  do  that? 


Please  send  me  The  First  Investment  Games  for  $}f>  I  understand  1  will  have  ti 
daw  to  look  at  Game  1.  if  I  do  not  wish  to  continue  with  The  Kirst  Investnie 
Games,  i  may  send  il  hack  to  you  for  a  prompt  refund 


Address  _ 
City  - 


_  Zip  _ 


□  Enclosed  is  my  check  

□  My  Master  ChargeA'ISA  card  numher  is  

Expiration  Dale  •  : — 

You  may  order  The  First  Investment  Games  by  phone  Simply  call  (617)  154-4056 
and  use  your  Master  Charge  or  VISA  Mall  to  The  First  National  Bank  of  Boston. 
Old  Colonv  Trusl  I  livision ,  Box  #1975.  Boston.  MA  021O5.  *1 


Old  Colony  Trust 

A  DIVISION  OF  THE  FIRST  NATIONAL  BANK  OF  BOSTON 


Tax-free  income 
with  a  commitment 
to  quality  and  stability. 

The  investor  who  considers  portfolio  quality  before  yield  should  be 
pleased.  Our  tax-free*  bonds  are  at  least  A  quality.  Most  are  rated 
higher. 

Continuous  management  and  shorter  maturities  (12  years  or 
less)  add  further  stability. 

Funds  may  be  withdrawn  at  current  net  asset  value  by  phone 
or  check  without  charge.  In  fact,  there  are  no  sales  charges. 

The  minimum  initial  investment  is  $10,000.  Write  or  call  for  a 
copy  of  our  portfolio.  It  ex- 
plains these  qualities  in 
detail. 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect 
(617)  726-0650 

A  porlioi    f  Ihi  i  aybi 

... 

FIDELITY  GROUP 

Over  $5  billion  of  assets  under  management 


IMH  Fidelity 

HH     Limited  Term 

■  Municipals 

Box  832.  Dept.  JB  112679 

82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  complete  information,  including 
management  fees  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

name  . " 

ADDRESS 
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CITY 


STATE 
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Today  your  heart 
pump  4,300  gallons  of 
blood  through  6QOOO 

miles  of  blood  vessels. 

What  are  you  doing 
to  help? 

One  way  to  help  your  heart  is  to  help 
the  people  who  fight  the  diseases  that 
can  stop  it. 

That's  us.  The  American  Heart  Assoc- 
iation. 

We're  doing  everything  in  our  power 
to  fight  the  leading  cause  of  death  in  this 
country:  heart  disease  and  stroke.  With 
scientific  research,  professional  and 
public  education,  community  health 
programs,  and  many  more. 

Help  your  heart  Help  us  fight  heart 
diseases. 

Your  money  is  our  ammunition. 

Please  give  generously  to  the 
American  Heart  Association.  ($> 
WE'RE  FIGHTING  FOR  YOUR  LIFE. 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  26 

A  regular  quarterly  dividend  of  37/2 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Nat- 
ural Resources,  Inc.,  payable  Decem- 
ber 14,  1979  to  stockholders  of  record 
at  the  close  of  business  on  November 
30,  1979. 

RONALD  L.  KUEHN,  |R. 
Secretary 

Dated  October  25,  1979 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  stock  dividend  of  45<:  per 
share  on  the  outstanding  Common 
Stock,  payable  on  December  1,  1979 
to  stockholders  of  record  on  Novem- 
ber 12,  1979.  The  transfer  books  will 
not  close. 

October  25,  1979 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 


Stock  'Ifends 


Once  in  office,  there  is  little  time  to  learr^ 
and  a  lot  of  time  to  make  mistakes. 


ECONOMICS  FOR 
POLITICIANS 


By  Ann  C.  Brown 
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01V  VONS  U  S  INDUSTRIAL  CHEMICALS  CO 

NATIONAL  DISTILLERS  PRODUCTS  CO. 

ALMADFN  VINEYARDS.  INC. 

METALS  OIVISION 

BEACON  MANUFACTURING  COMPANY 

INDIANA  CROUP.  INC. 


I  don't  know  about 
you,  but  I'm  getting 
a  little  weary  of  giv- 
ing on-the-job  train- 
ing to  successive  oc-  j 
cupants  of  the 
White  House.  Life 
was  far  less  compli- 
cated when  our 
Founding  Fathers 
wrote  the  job  speci- 
fications for  the  country's  chief  ex- 
ecutive. It  no  longer  makes  sense  to 
entrust  the  most  powerful  office  in 
the  world  to  anyone  whose  sole  quali- 
fications are  those  of  being  35  years 
old  and  a  natural-born  citizen  who  has 
lived  in  the  U.S.  14  years.  Most  of  our 
top  military  leaders  are  graduates  of 
West  Point  or  Annapolis.  Lawyers 
have  to  go  to  law  school  and  then  take 
tough  state  bar  exams.  Doctors  put  in 
long  years  of  study  in  medical  school, 
internship  and  residency  before  being 
allowed  to  put  "M.D."  after  their 
names.  Real  estate  salesmen  have  to 
take  proficiency  tests  as  do  accoun- 
tants, insurance  agents,  civil  service 
employees,  lifeguards  and  anybody 
who  wants  to  drive  a  car.  Even  we 
stockbrokers  have  to  pass  a  day-long 
examination  before  becoming  li- 
censed registered  representatives. 

It's  high  time  we  replaced  the  Elec- 
toral College  with  a  College  of  Gov- 
ernment where  politically  ambitious 
men  and  women  can  hone  their  skills 
in  history,  geography,  diplomacy,  psy- 
chology, public  speaking  and  the  "dis- 
mal science,"  economics.  After  all, 
economic  theories  are  the  basic  differ- 
ence between  capitalism,  socialism 
and  communism.  And  economic  ac- 
tivity— commerce  and  industry — is 
probably  the  single  most  important 
factor  affecting  our  everyday  life. 

Ann  C  Brown  is  executive  vice  president  of  the 
Xeic  York  investment  firm  of  Melhado,  Flynn  & 
Associates. 


As  election  time  approaches, 
we  need  are  candidates  who  are  f 
iar  with  the  Phillip's  Curve  (the 
tion-unemployment  trade-off) 
Gresham's  Law  (bad  money  d 
out  good  money).  We  need  candil 
who  understand  the  relationshii 
tween  supply  and  demand;  inn 
and  exports;  taxes  and  inflation 
investment    and  productivity 
need  candidates  who  know  the 
pact  that  transfer  payments  and  I 
price,  profit  and  credit  controls 
on  society.  Once  in  office,  the 
little  time  for  learning — and  a 
time  for  making  mistakes. 

It  goes  without  saying  that  ov« 
next  several  months  the  stock  mi 
will  reflect  what  goes  on  in  the  p 
cal  arena.  The  market  has  pj 
time  and  again  that  it  does  not 
uncertainty  and,  for  the  momen 
certainty  appears  to  be  in  heavy 
ply.  While  I  won't  hazard  a  guess 
the  winners  in  November  1980, 
predict  that  the  stock  market  w 
very  volatile  between  now  and 
Sharp  daily  moves  in  the  avera 
up  and  down — will  become  com 
place  as  primaries,  conventions 
campaigns  unfold. 

One  industry  that  should  con 
to  perform  well  over  the  imme  < 
future  is  the  gas  industry.  With 
tant  OPEC  members  jacking  u; 
price  of  oil  even  before  the  bij 
cember  tent  meeting,  gas  is  a 
creasingly  attractive  energy  sc 
Still  high  on  my  list  is  Texas  Ec 
Corp  (55),  which  is  in  both  the  oi 
gas  business  (via  its  participati' 
the  North  Sea).  Earnings  for  197 
now  estimated  at  around  $7  per  s 
up  from  $5.49  last  year.  In  198  i 
per  share  is  estimated  and  a  div 
increase  from  the  current  indi  Win 
$2.70  per  share  to  $3  seems  a  re 
able  expectation. 

Suburban  Propane  Gas  (30) 
better  and  better  all  the  time.  S 
first    recommended    the    corr  i"; 
(Forbes,  July  9)  the  stock  soared 
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^''fcrly  37  as  an  increasing  num- 
>\  ople  realized  that  the  price  of 
would  rise  along  with  other 
nd  cooling  fuels.  The  recent- 
lded  capacity  of  the  com- 
\f\m,  isoline  refineries  is  paying  off 
[11  l  the  operating  profit  from 
Vll  sion  up  over  90%  in  the  first 
979.  For  the  year  ended  this 
tember,  Suburban  Propane  is 
to  report  earnings  of  $4.50 
I  up  from  $3.03  last  year.  For 
30  preliminary  per-share  esti- 
e  in  the  area  of  $6  plus, 
ontinuing  to  turn  in  impres- 
llts  is  Freeport  Minerals  (38) 
mded  in  this  column  May  14 
--2  split-adjusted  price  of  27. 
y  gas  is  a  relatively  small  con- 
to  Freeport  Minerals'  total 
owever,  starting  about  now, 
ii  Is  in  the  Gulf  of  Mexico  could 
tio:  tantially  to  the  bottom  line 
next  several  years.  Per-share 
are  estimated  to  be  $5.25  for 
$1.20  last  year),  $6.80  for 
[perhaps  $8.65  for  1981 
>  Cos.  (34)  is  an  outfit  fraught 
ntial.  The  basic  business  is 
)erating  a  natural  gas  pipeline 
the  eastern  U.S.  Recently 
;  the  stock  Jias  become  aggressive  in  oil 
exploration  and  could  have 
arket  has  |  rice  the  number  of  fields  in 
t  it  does  nc  >n  by  year- end  1979  than  it 
the  momet  ir  ago.  If  everything  goes  ac- 
i  be  in  heav  :o  plan,  Transco  Cos.  could 
azard a gues  arnings  of  $3  per  share  for 
25  in  1980  and  perhaps  as 
$7.30  in  1981  and  $10.25  in 
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ji  now  ami  lile  these  last  two  estimates 
i  the  aver  tmistic,  remember  anything 
ie  in  the  oil  and  gas  business, 
e  the  kind  of  investor  who 
'package  approach"  to  pur- 
t  tocks,  I  suggest  that  you  add 
■    Peunzoil  Co  (45)  to  your  gas- 
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idustry  portfolio.  This  year's 
from  oil-and-gas  operations 
;  up  around  30%  because  of 
:r  volume  and  price  in  gas 
:r  prices  in  oil.  In  addition, 
is  benefiting  from  strength 
both thef  irketing  and  refining  activi- 
\n  its  sold-out  production  in 
any's  metal  operations  (cop- 
ybdenum,  silver  and  gold), 
pany's  production  of  sulfur 
'Jj'njallontribute  to  profits  in  the 
liiarter  as  fertilizer-related  de- 
s  come  on  strong.  The  com- 
innounced  a  3-for-2  split  of  its 
stock  effective  this  Dec.  15. 
earnings  are  estimated  to  be 
7  for  1979  and  possibly  as  high 
1980.  ■ 


How  VALUE  LINE  can  help  you  detect 


ii 


STOCKS  WITH 
SHAKY"  DIVIDENDS 

...  as  well  as  those  with  relatively  "safe'  dividends 


If  reliable  dividends  are  important  to 
you,  we  suggest  that  you  carefully 
check  every  stock  that  concerns  you 
right  now  against  Value  Line's  specific 
measurements  of  relative  Financial 
Strength  and  Safety.  In  view  of  the 
newly  emerging  uncertainties,  it  might 
be  well  to  do  this  without  delay. 

Value  Line  systematically  covers 
more  than  1700  companies  and  their 
stocks  (which  account  for  about  96% 
of  total  dollar  trading  volume  in  U.S. 
equity  markets).  The  coverage  in- 
cludes ratings  of  each  company's 
Financial  Strength  relative  to  all  the 
other  companies,  as  follows:  A+  +  , 
A+,  A,  B++,  B  +  ,  B,  C  +  +  ,  C  +  ,  C. 

The  higher  the  rating,  the  better  is  the 
company's  overall  capability  to 
finance  growth,  find  external  financ- 
ing if  needed,  weather  heavy  financial 
storms  without  serious  difficulty  .  .  . 
and  pay  dividends. 

If  you're  looking  for  relatively  safe 
dividends,  focus  on  the  stocks  of 
companies  rated  B  +  +  OR  HIGHER 
by  Value  Line  for  relative  Financial 
Strength.  Avoid  companies  rated 
C++  OR  LOWER.  Their  dividends 
could  be  relatively  shaky. 

CHECK  SAFETY  TOO 

Value  Line  also  ranks  the  1 700  stocks 
under  regular  coverage  for  relative  in- 
vestment Safety,  from  1  (Highest) 
down  to  5  (Lowest).  Note  that  the 
Safety  of  a  stock  may  be  question- 
able—say, for  instance,  due  to  sharp- 
ly diminished  growth  prospects- 
even  though  the  Financial  Strength  of 
the  company  may  be  superb.  The  two 
factors  are  related  but  not  identical. 

The  Safety  rank  also  reflects  a  stock's 


price  volatility.  The  more  intense  the 
fluctuations,  the  lower  the  Safety 
rank.  Income-minded  investors  rarely 
feel  at  home  with  roller-coaster 
stocks,  even  if  they  sometimes 
provide  interesting  yields. 

If  you  want  secure  dividends,  con- 
centrate on  stocks  ranked  1 
(Highest)  or  2  (Above  Average)  for 
investment  Safety  by  Value  Line. 
Avoid  stocks  ranked  4  (Below 
Average)  or  5  (Lowest). 

The  combination  of  superior  Financial 
Strength  and  superior  Safety  should 
provide  you  with  far  greater  dividend 
security  and  reliability  than  would  in- 
vestments rated  poorly  by  Value  Line 
on  these  two  criteria.  But  note  that— 
while  this  approach  will  fortify  your 
position— there  can  never  be  any 
ironclad  guarantees. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductory 10-week  trial  subscription  to 
The  Value  Line  Investment  Survey  for 
only  $33— about  half  the  regular 
price— providing  you  or  any  member 
of  your  family  has  not  had  a  subscrip- 
tion in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you 
will  receive  the  2400-page  Investors 
Reference  Service  (covering  more 
than  1700  stocks)  which  will  be  up- 
dated every  week— and  the  96-page 
booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Send  your  check  or  money  order 
along  with  your  name,  address  and 
mail  the  coupon  today. 


The  Value  Line  Investment  Survey Affi^ 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  \/ 


□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years) 
and  send  me  the  two  bonuses  listed  above  Check 
for  $33  is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 

SPECIAL  EXTRA  BONUS 
A  famous-make  pocket- 
size  CREDIT  CARD/CAL- 
CULATOR (with  full 
memory)  given  to  you 
when  you  order  The  Value 
Line  Investment  Survey 
for  one  year — and  send 
payment  now. 

□  1  year  foi  $315.  My  payment  is  enclosed— send 
me  the  CALCULATOR  as  my  extra  special  bonus. 
(There  are  no  restrictions  with  this  annual  sub- 
scription.) 

□  Enter  my  subscription  now.  Bill  me  for  $315. 
(Does  not  include  the  calculator.) 


316G26 


SIGNATURE 


o  a  a  o 
a  a  a  o  o  a 
a  a  ft  o  a  a 
■  a  a  a  a  a 


NAME  (please  print) 


ADDRESS 


APT  NO 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  residents 
add  sales  tax  ) 
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( Commodities 


The  inventory?  of  marketable  hogs  is  up 
17%  over  the  same  period  last  year,  while 
the  number  of  breeding  hogs  is  up  10%. 

HOORAY!  BRING 
ON  THE  HOGS 


MONEY  &  INVESTMEf 


By  Stanley  W.  Angrist 

News  about  things 
becoming  cheaper  is 
hard  to  come  by.  We 
have  become  condi- 
tioned to  thinking 
only  in  terms  of 
higher  prices.  Take 
heart!  I  bring  news 
of  lower  prices  from, 
of  all  places,  the  hog 
pens  of  America. 
The  low  prices  result  from  the  fact 
that  we  have  plenty  of  hogs  and  there 
are  more  on  the  way.  And  for  you  big 
breakfast  eaters,  cheap  hogs  usually 
mean  cheap  pork  bellies,  which  in 
turn  means  cheap  bacon. 

The  September  Hogs  and  Pigs  Re- 
port prepared  by  the  U.S.  Department 
of  Agriculture  indicated  that  there 
will  be  very  large  supplies  of  pork  for 
the  balance  of  1979  and  through  the 
first  half  of  1980.  The  inventory  of 
marketable  hogs  is  up  17%  over  the 
same  period  last  year.  The  number  of 
breeding  hogs  is  up  10%  in  compari- 
son with  last  year.  Furthermore,  pro- 
ducers are  not  through  expanding 
their  herds.  During  the  period  June 
through  August,  hog  farmers  in  the 
major  hog-producing  states  apparent- 
ly bred  1 7%  more  sows  than  last  year. 
And  they  are  not  done  yet — they  ex- 
pressed their  intentions  for  December 
through  February  to  breed  10%  more 
sows  than  in  the  preceding  year. 

That's  not  all  the  good  news.  Cur- 
rent prospects  suggest  a  substantial 
increase  this  fall  and  in  the  first  half  of 
1980 — possibly  to  record  levels — in 
broiler  production  as  well. 

However,  beef  production  this  fall 
is  expected  to  be  well  below  1978  lev- 
els. The  number  of  cattle  on  feed  on 
Oct.  1  in  the  23  major  cattle-produc- 
ing states  was  13%  below  the  number 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  of  Sensible 
Speculating  in  Commodities. 


on  feed  last  year,  but  was  larger  than 
at  the  same  time  in  any  other  year 
since  1973.  But  even  that  dramatic 
drop  in  cattle  numbers  is  not  likely  to 
set  off  a  raging  bull  market.  There  are 
at  least  three  factors  that  will  temper 
increases  in  beef  prices: 

First,  we  have  an  abundant  supply 
of  heavyweight  cattle  available  over 
the  near  term,  which  will  be  finding 
their  way  to  the  feedlots  through  the 
end  of  the  year. 

Second,  relative  prices  will  certain- 
ly play  a  role.  Futures  prices  are  now  8 
cents  to  1 1  cents  per  pound  higher 
than  they  were  a  year  ago  on  a  month- 
to-month  basis.  But  cattle  marketings 
are  currently  down  only  about  6%  so 
the  effect  of  this  price  rationing 
should  become  more  and  more  evi- 
dent. People  are  and  will  be  buying 
less  beef  in  the  face  of  these  higher 
prices. 

Third,  consumers  will  have  less 
money  to  spend  on  beef  simply  be- 
cause the  prices  of  so  many  items 
(gasoline  and  heating  oil  to  mention 
but  two  of  the  obvious)  have  risen  so 
sharply.  Without  a  powerful  price  in- 
centive I  believe  that  consumers  will 
turn  to  cheaper  substitutes  like  pork 
and  chicken  for  their  protein. 

But  how  cheap  are  hogs  in  this  peri- 
od of  galloping  inflation?  Am  I  stating 
that  hogs  and  bellies  are  relatively 
cheap  or  am  I  claiming  them  to  be 
absolutely  cheap?  In  the  summer  of 
1975  hog  prices  hit  their  alltime  rec- 
ord high  of  64  cents  per  pound  froiri 
which  they  did  a  grand  sow  dive  (not 
to  be  confused  with  a  swan  dive)  to  30 
cents  by  the  fall  of  1976. 

They  then  started  working  their 
way  higher  in  a  zig-zag  fashion,  reach- 
ing almost  57  cents  per  pound  by  win- 
ter of  1979.  Now  the  December  con- 
tract is  selling  for  less  than  40  cents 
per  pound.  Even  the  April  contract  is 
only  a  penny  or  so  higher.  If  you  were 
to  deflate  current  prices  by  the  effects 
of  inflation  since  1975,  you  would  find 
that  hogs  are  selling  for  less  than  half 


gar 


itel! 


of  what  they  sold  for  that  yea| 
are  cheap — absolutely. 

Bellies,  too,  reached  their 
peak  price  in  the  summer  an 
fall  of  1975  when  they  exceed 
pound.  By  the  fall  of  1976  trj 
sold  off  to  46  cents.  In  1977  tlj 
decided  that  they  liked  the  si 
bacon  frying  and  they  began 
that  lasted  into  the  early  mo 
1978,  this  time  carrying  be 
near  85  cents  per  pound.  Bel 
again  trading  around  the  46-ce: 
pound  level. 

Are  bellies  and  hogs  too  c] 
sell?  Conversely,  are  they  sc 
that  they  are  now  good  buys?  l|nueiS 
questions  that  are  very  difficul 
swer.  On  balance,  the  odds  ha\ 
in  favor  of  the  bulls  at  this  ju 
After  all,  how  many  things  c 
buy  now  that  sell  for  less  t 
cents  per  pound?  However, 
that  the  best  way  to  play  thi 
tion  is  by  means  of  a  spread. 

In  the  futures  market  at  th 
bellies  are  claiming  only  a 
18%  premium  over  hogs. 
1973,  for  example,  on  an  avera 
basis,  bellies  sold  for  a  76%  pt 
over  hogs.)  Therefore,  I  would 
try  to  take  advantage  of  this 
cally  low  ratio  of  belly-to-hog 
The  simplest  way  to  do  this  is 
February  bellies  and  sell  Februs 
with  the  bellies  not  carryin 
than  a  700-point  premium. 

By  any  measure  this  spread 
classified  as  volatile.  Since 
has  only  sold  under  750  points 
um  bellies  on  three  occasi 
1971,  and  also  just  a  few  week 
dipped  to  500  points.  In 
reached  a  4,000-point  preir. 
would  risk  no  more  than  25C 
($950)  on  each  spread.  Since 
contract  is  for  38,000  pounds 
hog   contract   is   for  only 
pounds,  a  closer  balance  betw 
two  commodities  can  be  obta 
buying  three  belly  contracts  ( 
pounds)  and  selling  four  hog  cc 
(120,000  pounds).  The  margi 
single  contract  of  bellies  vers 
would  be  about  $1,200,  wh 
round-turn  commission  usual 
about  $60. 

Bellies  versus  hogs  is  alway 
citing  game,  but  in  this  case  I  f 
traders  could  reap  a  financial 
in  addition  to  an  acceleratec 
But  don't  forget,  it  is  not  engr 
stone  anywhere  that  the  pren 
bellies  over  hogs  must  stay  oi 
points.  Get  out  fast  if  that  im 
barrier  breaks.  ■ 
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Newsweek  isn't  exactly  a  business 


But  it's  a  magazine  business  people 


To  find  out,  for  instance,  what  Nobel 
eates  Milton  Friedman  and  Paul 
luelson  have  to  say  about  the  economy 
j  why  they  don't  agree). 
And  to  learn  what  Jane  Bryant  Quinn 


Dr«  Milton 
Friedman 


any  things  tell  them  about  their  personal  finances. 
Also,  smart  business  people  are  aware 
people  and  events  have  a  big  effect 
he  numbers.  So  they  want  to  know  all 
market at!^can  about  a  Calvin  Klein,  an  Alan 
lyi  d,  Jr.,  or  a  Muammar  Kadaffi. 

As  Dr.  Samuelson  puts  it:  "Conditions 
;  surviving  were  never  better  than  now  — 
hose  who  trouble  to  become  well 
rmed." 

For  18  million  Americans— 6  million 
*iem  professional  and  managerial 
pie— that  means  reading  Newsweek 

ethisspreJh  week. 


Why  not  join  them— for  solid  information 
can  use  in  your  business. 


For  more  information,  contact  your 


st  a 

points. 
0-point 
me  than  25 
spread.  Since 
1000 
is  foi 


Newsweek  representative,  or  Perk 
kin,  Newsweek's  Financial  Advertising 
ager,  at  444  Madison  Avenue, 
/York,  N.Y.  10022,  (212)  350-2145. 
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Psychology  &  Investing  p 


Special  Report 
Tells  How 
You  May  Slash 
Your  Risk 
Of  Heart  Attack 

The  American  Heart  Association  has  re- 
leased the  results  of  a  massive,  1 0-year  study 
involving  17,000  men.  It  found  that  those 
who  spent  less  than  2,000  calories  a  weekin 
exercise  were  64%  more  likely  to  suffer  heart 
attack  than  those  who  spent  more. 

But  how  much  and  what  kind  of  exercise 
must  you  perform  to  burn  up  2,000  calories? 
You'll  find  out  in  the  special  report  THE  EXEC- 
UTIVE'S GUIDE  TO  A  HEALTHY  HEART,  nowavail- 
able  from  EXECUTIVE  FITNESS  NEWSLETTER. 

It  describes  the  Association's  findings  and 
examines  15  common  exercises,  telling  you 
which  are  best  for  your  heart,  and  how  long 
you  must  perform  each  to  burn  up  2,000 
calories,  This  information  might  be  the  cor- 
nerstone of  a  fitness  program  that  may  save 
your  life. 

You'll  also  learn  about  three  delicious, 
everyday  foods  that  may  reduce  cholesterol 
naturally  and  safely  . . .  the  vitamin  that  may 
help  prevent  hardening  of  the  arteries  . . . 
and  the  surprising  factor  which  cut  the 
death  rate  in  half  in  one  significant  heart 
study. 

EFN  brings  you  recent  findings  of  top 
M.D.'s,  nutritionists  and  researchers  on  how 
to  stay  healthier  and  more  fit  on  a  busy 
executive  schedule.  It  tells  you  which  foods 
to  eat  and  which  to  avoid  to  help  you  gain 
more  pep  and  stamina,  and  how  to  enjoy 
greater  health  benefits  from  your  leisure 
activities. 


YES!  Please  send  me  my  FREE  EXECUTIVE'S  GUIDE 
TO  A  HEALTHY  HEARTand  enter  a  one-year  (26  issues) 
trial  subscription  to  EXECUTIVE  FITNESS  NEWSLETTER  in 
my  name  If,  after  receiving  my  first  issue  I'm  not 
completely  satisfied.  I  need  only  mark  "cancel"  on 
your  invoice,  return  it  and  owe  nothing.  The  first  issue 
and  the  GUIDE  are  mine  to  keep. 

If  I  like  what  I  see.  I  agree  to  pay  just  $1  50  per  month 
(payable  annually). 

d  Payment  enclosed  P  Bill  me  later 

□  Bill  my  company  (indicated  below) 

80042 


NAME 


COMPANY 
ADDRESS  _ 


CITY. 


_  STATE  - 


.  ZIP- 


EXECUTIVE  FITNESS  NEWSLETTER, 
Emmaus  PA  18049 


The  stock  market  has  gone  nowhere  t> 
year.  Yet  investors  are  many  billions 
dollars  richer  than  they  were  a  year  ago. 


CUSt( 


HIDDEN  PROFITS 


By  Srully  Blotnick 


How  would  you  like 
a  machine,  a  com- 
puter, that  was  pro- 
grammed to  give 
you  a  jolt  when  your 
stocks  peaked, 
then — before  you 
could  hesitate — 
automatically  signal 
your  broker  tosell.  It 
would  always  get 
you  out  at  the  top.  No  fussing  and 
guessing.  No  more  riding  a  stock  up 
and  then  riding  it  down  again. 

You  may  not  know  it  but  you've  got 
one.  It's  called  the  takeover.  Think 
about  it.  In  a  successful  takeover,  the 
sale  is  automatic — it's  forced  upon 
you — and  in  just  about  every  case  I 
know,  it  occurred  at  the  highest  price 
in  many  years  and  often  at  the  highest 
price  on  record. 

Suppose  a  stock  you  own  does  what 
you  expect  it  to  do  and  then  keeps  on 
rising.  Do  you  sell  it  and  take  your 
profit?  If  you're  at  all  typical,  you 
don't.  You  hang  on,  and  as  often  as 
not  you  end  up  hung  over.  That  can't 
happen  with  a  takeover.  The  bid 
moves  the  stock  to  a  new  high  and 
you  are  automatically  taken  out. 

However,  a  takeover  doesn't  elimi- 
nate greed.  Only  38%  of  the  stock- 
holders I  study  were  happy  with  the 
price  they  received  in  takeovers,  no 
matter  how  many  times  it  had  risen 
in  the  bidding.  But,  as  I  said,  the  take- 
over is  the  perfect  machine  for  guar- 
anteeing profits  since  it  eliminates 
the  elements  of  indecision  and  inac- 
tion so  costly  to  most  investors. 

As  measured  by  the  Dow  Jones  in- 
dustrials and  by  the  New  York  Stock 
Exchange  Index,  the  stock  market  has 
gone  nowhere  this  year.  Yet  investors 
are  richer  by  many  billions  of  dollars. 

I)r  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning  The  Psychology  of 
Successful  Investing. 


How  come?  Takeovers,  which  i 
show  in  the  indices.  The  nunj 
here  are  real  eye-openers.  Durinj 
53  weeks  ended  Oct.  19,  approxin 
ly  61%  of  all  investors'  gains  | 
from  takeovers  and  acquisitions, 
stocks  they  continued  to  hold 
recently  declined  abruptly  in  v 
The  forced  sale,  it  turns  out, 
them  the  only  net  profits  they'll 
this  year. 

To  an  extent  that  few  investor 
alize,  acquisition  loans  made  b^j 
nation's  largest  banks  made  the 
overs  possible  in  the  first  place, 
thing  that  jeopardizes  the  availa 
of  such  loans  to  the  large  corp] 
borrower  thus  poses  a  serious  tl 
to  the  outlook  in  1980  for  indivj 
and  institutional  investors  alike 

On  Oct.  23,  Paul  Volcker  se 
letter  to  all  member  banks  of  the 
eral  Reserve  System  asking  thei 
"take  care  to  avoid  financing  e: 
tially  speculative  transactions  in  i 
modity,  gold  and  foreign-exchl 
markets."  Hooray,  I  thought, 
then,  when  he  went  on  to  say 
corporate  takeover  loans,  which 
not  clearly  promise  improveme! 
economic  performance"  should 
be  avoided,  it  seemed  that  a  sei 
setback  for  investors  might  be  sil< 
developing. 

Large  corporate  loans  have  beei 
major  source  of  recent  gains  by  in 
tors.  If  that  source  dries  up,  t 
could  be  real  trouble  ahead. 

Could  be.  Rut  the  situation 
nearly  as  bleak  or  as  menacing 
seems.  A  survey  of  the  top  30  ban 
those  responsible  for  over  two-tl 
of  the  net  takeover  profits  inve 
have  made  in  the  last  53  weeks- 
very  revealing.  For  instance,  RiQ 
K.  LeBlond,  vice  chairman  of  Ch| 
cal  Bank,  told  me:  "We  are  abidir 
the  spirit  of  Mr.  Volcker's  letter 
are  avoiding  nonproductive  li 
However,  there  are  acquisition  1 
that  can  provide  economic  bene! 
the  country,  and  consequently 
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at  each  one  on  its  merits." 
op  executive  at  one  of  the  coun- 
three  largest  banks  who  didn't 
to  be  identified,  said:  "Look,  we 
like  to  turn  away  our  major  cor- 
e  customers.  We  won't  have  to, 
r.  Record  high  rates  are  doing  it 
Anyway,  those  aren't  specula- 
ilWwfcoans.  They  are  examined  ven 
I  I J  Ully  by  us  and  by  the  borrower." 
"ffvertheless,  he  went  on  to  say 
as  stock  prices  have  fallen,  a 
ng  number  of  firms  have  be- 
interested  either  in  increasing 
holdings  in  companies  they  now 
es.  The  r;Jp%  to  15%  of  or  else  in  making 
N 1  !  tright  offer  for  companies  whose 
i »;    has  become  very  attractively 
"One  thing  I'm  sure  of,"  he 
"when  rates  come  down,  there 
ng  to  be  a  tidal  wave  of  take- 
If  the  inquiries  we're  getting 
ly  indication,  everyone  is  going 
looking  to  make  up  for  lost 
My  banker  friend  is  assuming 
tock  prices  still  will  be  cheap  at 
me.  There  is  good  reason  to  be- 
ks  made  the  they  won't  be. 

t,  of  course,  is  the  central  issue 
i  as  an  investor.  There  are  tens 
m  lions  of  dollars  sitting  on  the 
nes,  happily  earning   11%  to 
and  more.  But  for  many  months 
<;  votal  question  has  been:  What's 
to  happen  to  that  money  once 
est  rates  start  falling?  Will  it  pour 
thi  he  stock  market? 

now  have  some  idea  of  the  an- 
Even  if  individual  and  institu- 
investors  remain  reluctant  to 
,ieir  money  into  the  market  at 
on  to si  ime,  many  issues  are  unlikely  to 
epressed.  There  are  a  large  num- 
corporations  that  recognize  the 
abundantly  present. 
ie  interests  of  acquiring  compa- 
vere  confined  to  a  small  group  of 
i,  or  those  in  just  a  few  fields, 
H  would  be  great  pressure  upon 
Ills  an  investor  to  try  second- 
ing which  ones  they'd  be.  How- 
companies  in  every  field  have 
-and  will  be — targets,  and  the 
ity  should  supply  upward  pres- 
io  the  entire  market, 
ybe  the  market  as  a  whole  won't 
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but  even  if  it  doesn't,  we  may 


1980  the  kind  of  hidden 
many  investors  en- 


lave  in 
market  so 

in  1979.  The  kind  that  doesn't 
up  in  the  averages  but  does 
up  in  your  pocket.  Once  again, 
is  of  dollars  will  quietly  find 
way  from  banks  to  investors, 
vill  probably  cry  about  the  mar- 
11  the  way  to  the  bank.  ■ 
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297th  COMMON  DIVIDEND 


A  regular  dividend  of  One  Dollar  and  Twenty-five  Cents  ($1.25) 

per  share  has  been  declared  upon  the  Common  Stock  of 
Ami  rican  Brands,  Inc.,  payable  in  cash  on  December  1,  1979, 
to  stockholders  of  record  at  the  close  of  business 
November  8,  1979. 
Checks  will  be  mailed. 
C.A.  Mehos,  Executive  Vice-President  &  Chief  Financial  Officer 

October  30,  1979 

GALLAHER  LIMITED 

The  Franklin  Life  Insurance  Company 

IS.IiratnllJisiilltnriCo. 

Master  Lock  Company 

©Wilson  Jones 


Sunshine  Biscuits,  inc. 

Q 

Jerfjens 


1  ACUSHNET  COMPANY 

>  COMPANY 


VISIBLE  i  RECORDS.INC 


09  &  Sons  Cutlery 
DUFFY  -  MOTT  COMPANY,  INC. 

American  Brands,  Inc.,  245  Park  Avenue,  New  York,  N.Y.  10017 


One  Grand  opportunity. 


No  sales 
charge 


High  yield  with  just 
$1000  or  more.  (Call  toll-free 
for  current  yield.)* 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity 


Free 
checkwriting. 

Low-cost 
management. 

Good  stability 
through  quality 
bonds. 


*Call  free  1-800-638-5660. 
If  busy,  or  in  Maryland,  call 
301-547-2136  collect. 


Rowe  Price 
New  Income  Rind,  Inc. 


100  Ka-st  Pratt  Street.  Baltimore.  Md.  21202 


Name  

Address 


Zip. 


For  more  complete  information,  including  the  management  fee  and 
other  eh ar^es  and  expenses,  obtain  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 
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Market r  I  fends 


"Are  you  free  for 
lunch  on  Friday?" 

Check  your  business  appointments  next 
year  in  Forbes  1980  Executive  Diary.  You 
can  fill  every  halt  hour  from  8  a.m.  until  5:30 
p.m.  and  stay  completely  organized.  Ivory 
pages,  dark  tan  and  gold  binding  make  it  a 
handsome  ornament  for  your  desk.  Gener- 
ous space,  numerous  reference  and  personal 
record  tables  make  it  a  practical  tool. 

-  2  pages  to  each  week 

-  record  of  securities  bought  and  sold 

-  interest  tables 

-  statistics  on  top  U.S.  corporations 

-  toll  free  800  phone  directory  and  more 

Price:  1-5  diaries,  $15  each;  6-20  diaries,  $12 
each;  21  or  more,  $10  each. 

Initials  $1.50  per  diary 

Forbes  Diary 

(att:  Mr.  Ted  York)  60  Fifth  Ave., 
New  York,  NY  10011 

Send  me  1980  Forbes  Diary) ies). 

My  check  for  $  including  appli- 
cable sales  tax*  payable  to  Forbes  Inc.  is 
enclosed.  032 

Name  

Address 


City 


State  Zip 


"Please  add  8%  in  New  York  City,  sales  tax 
elsewhere  in  New  York  State  prescribed  by  law 


Regular 

Quarterly 

Dividend 

77V2C  per 
Common  Share 

Payable: 

December  15, 1979 
Record: 

November  16, 1979 
Declared: 
October  26,  1979 
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Furniture,  toy,  cooking  fuel,  it  was  re) 
to  the  fruit  hawker,  manna  to  the  poor 

THE  SUNKIST 
CRATE 


By  Martin  T.  Sosnoff 


I  FEEL  sorry  for  the 
superrich.  Not  sorry 
about  their  capital 
shrinkage,  but  sad 
that  they  missed  all 
the  fun  growing  up 
poor.  When  I  tell  my 
Hungarian  countess 
what  it  was  like  in 
1936,  it  draws  a 
blank  stare  and  a 
sympathetic  headshake.  My  kids 
think  I  am  crazy  when  I  relate  what  a 
two-burner  kerosene  stove  was  like. 

Do  you  remember  going  out  on  a 
cold  November  morning  where  the 
50-gallon  drum  lay  on  a  sawhorse  and 
watching  the  glass  gallon  jug  gurgle 
full?  We  had  an  outdoor  shower,  too. 
Nothing  more  than  a  wooden  box,  a 
water  pipe  notched  into  an  inverted 
L-shape,  the  floor  a  cement  base. 
When  you  opened  the  creaky  door, 
the  daddy  longlegs  would  dance  across 
the  wet  cement  on  tippy-toes.  To 
counter  the  cold  blast  of  water  I  would 
run  in  place  and  sing  the  field  artillery 
march  as  fast  as  I  could,  amazed  at 
what  a  cold  shock  will  do  for  one's 
vibrato.  The  daddycglegs  and  the 
cool  cement  shower  base  are  linked  in 
time  for  me,  and  when  I  watched  my 
13-year-old  boy  recoil  in  fear  on  sight- 
ing one,  I  knew  he  was  growing  up 
deprived. 

I  was  five  years  old  in  1936  and 
what  I  remember  is  the  too  frequent, 
baloney  slices  between  a  seeded  roll, 
lots  of  noodles  and  sour  cream.  The 
produce  peddlers  came  around  with 
their  horse-drawn  carts,  and  my  fa- 
ther would  buy  a  25-pound  sack  of 
Maine  potatoes  for  a  quarter.  It  had  to 
last  us,  and  my  mother  would  bake 
them  in  a  cast  iron  pot  each  night. 
The  vegetable  man  was  right  out  of 

Martin  7  Sbsnoff  is  chairman  of  Atalanta 
Capital  Corp.,  Netv  York,  and  the  author  of 
Humble  on  Wall  Street. 
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The  Most  Happy  Fella,  and  I  wouli 
with  him  to  throw  me  an  em 
ange  crate. 

If  the  Sunkist  Orange  Coop< 
knew  what  their  wooden  cral 
for  me  in  the  Thirties,  I  am  sui  dsi 
would  marvel  at  the  resourceful 
a  New  York  kid  who  was  too 
breaking  in  his  baseball  mitt  to 
stand  that  he  might  be  some  g 
ment  economist's  statistic,  his 
lucky  to  pull  in  two  bucks  a  da> 
tailor  shop.  In  Africa  today  ya 
see  young  men  squatting  on  th« 
beds  witb  half  a  dozen  pineap] 
their  feet.  They  sit  all  day  and 
take  in  a  few  shillings.  Amerin 
no  different  in  1936,  the  aimles 
tude  of  its  economic  setting  er 
lating  its  male  breadwinners 

A  crate  lined  with  oilcloth  w 
cradle  and  when  I  grew  too  lo 
mother  upended  the  box  and  tu 
into  my  first  chest  of  drawer 
top  half  of  the  crate  was  for  soc 
underwear,  the  bottom  half  for 
and  short  pants,  all  neatly  pil 
For  cosmetic  purposes,  my 
tacked  on  a  strip  of  gingham 
would  flip  up  the  cloth  when  I  v« 
dress  myself. 

As  the  Thirties  progressed  I 
to  my  box  collection.  There  we 
upended  crates  that  served  as 
cases.  Do  you  remember  the  Bit 
Books — Tom  Mix  and  his  crow 
rializations  of  moving  pictures 
there  was  the  Tarzan  series  ini 
from  my  brother  along  with  E 
the  Jungle  Boy.  I  guess  the  Hard 
or  the  Rover  Boys  were  too  m 
class  for  us.  We  needed  the  eler 
stuff,  Tarzan  wrestling  with  the 
tors  and  knifing  their  underbell 

Our  shack  wasn't  just  a  coll 
of  orange  crates.  It's  true  my  n 
used  them  as  cupboards  for  her 
We  did  buy  a  GE  special  late 
Thirties.  For  $29.95  you  got  a 
lamp,  radio,  toaster  and  stearr 
and  it  lasted  us  well  into  the  pt 
years.  It  was  a  long  time  befo 


FORBES,  NOVEMBER 


melt 


jtnem 


ft  v 

Mi 

IK 

peel 
an:  i 

la 

61 

Idle  2 
I  one 


Rt : 
w 
foes 
\i\tn 
BE : 
Bit 

aim 
»iie 
iihii 
|  b 

ict< 


(dial 
litif 
in ! 
Elbe  F 

B  b 


I  ; 


His.  Hers. 
This  is  the  magazine  that  should 
be  yours.  With  a  dual  audience 
that  does  everything  better. 
Reads.  Understands.  Responds. 
More  reasons  to  advertise  in 
The  New  Yorker. 
Yes, 
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Do  you  know  anybody 
who  is  somebody 

in  business 
who  does  not  read 
Forbes  Magazine? 
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The  sayings  of 
Chairman  Malcolm 


Everybody 
has  to  be 
somebody 
to  somebody 
to  be  anybody. 

,  "Age: 
It  should  be 
aticense, 
notaumitafioa' 

"The  ultimate 
£  optimism: 
Confidence 
that  there  is 

no  next  world! 

"Never  say  die 
untu  you've 
doner 

"People  who 
never  get 
earned  away 
should  be" 

"Souls  are 
not  for 
walking  on" 


Priceless  sayings 
or  only  $5.95  < 


Here's  a  capital  gift  suggestion  for 
j  or  your  company's  business  list, 
/e  a  millionaire's  sayings  for  only 
95.  It's  the  ideal  gift  for  the  capital- 
3  of  your  choice— the  new  book  by 
igazine  Editor-in-Chief  Malcolm 
rbes:  "The  Sayings  of  Chairman 
ilcolm." 

An  answer  to  Chairman  Mao's 
;tle  Red  Book,  this  volume  is  bound 
rich,  lucre-green  vinyl. 

It's  a  collection  of  funny,  provoca- 
e,  and  often  outrageously  punny  one- 
ers.  Quotable,  even  applicable,  glints 
14-karat  wisdom.  Over  a  half  a  thou- 
ld  of  them— all  negotiable  at  any 
ree,  tete-a-tete  or  business  luncheon, 
asented  in  this  very  gift-givable  book 
-  btitled:  "The  Capitalist's  Handbook;' 

You  can  order  these  priceless  say- 
's individually  or  in  bulk  through 
ur  nearest  Capitalist  bookstore  or  by 
mpleting  the  coupon. 
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Here's  what  they're 
saying  about  'The  Sayings 
of  Chairman  Malcolm": 

Ann  Landers,  Daily  News,  New  York 

"I  just  read  your  book,  and  it  was  delicious. 
I  ate  it!' 

Ken  Powers,  Sr.,  The  Nashville  Banner 

"Whatever  you're  doing,  stop!  Pick  up  the  tele- 
phone. Now.  start  calling  every  bookstore  in 
town  until  you  find  one  that  has  a  copy  of 
Chairrhan  Malcolm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it?" 

"This  little  book  is  witty,  wise,  serene,  some- 
times sober  and  at  other  times  tipsy ;  but  always 
great,  terrific,  and  in  all  ways,  well  worth 
its  price!' 

Barry  Gray,  Radio  Station  WMCA,  New  York 

"I've  read  it,  and  I  recommend  it  to  you  un- 
conditionally. It  is  a  terrific  book,  with  a  thou- 
sand things  that  you'll  want  to  repeat,  and 
memorize. . '.' 

John  Wcisman,  Los  Angeles  Times 

"It  is  unlikely,  though  possible,  that  students 
at  the  Wharton  or  Harvard  Business  Schools 
will  wander  through  the  quad  with  this  little 
green  book  open,  memorizing  Forbes'  capital- 
istic pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
"The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capital- 
ist bookstore  (because  the 
diligent  chaps  have  already 
sold  out),  then  use  this  coupon 
to  order  one  or  more  for  yourself  or 
others.  Send  $5.95  in  check  or  money 
order,  plus  75e  for  postage  and  handling 
for  each  copy  you  order  to  Harper  &. 
Row,  Mail  Order  Dept.,  No.  1235AA.10 
East  53rd  St.,  New  York,  N.Y.  10022. 
Please  add  applicable  sales  tax. 
Enclosed  is  my  check  or  money  order  for 

$  covering  copies  of  "The 

Sayings  of  Chairman  Malcolm!' 
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Thoughts 

on  the  Business  of  Life 


No  other  technique  for  the 
conduct  of  life  attaches  the 
individual  so  firmly  to  reality 
as  laying  emphasis  on  work;  for 
his  work  at  least  gives  him  a 
secure  place  in  a  portion  of 
reality,  in  the  human  community. 
Sicmund  Freud 


Increased  means  and 
increased  leisure  are  the 
two  civilizers  of  man. 
Benjamin  Disraeli 


God  reaches  us  good 
things  by  our  own  hands. 
Thomas  Fuller 


The  fame  of  great  men  ought 
always  to  be  estimated  by  the 
means  used  to  acquire  it. 
La  Rochefoucauld 


The  people  came  to  realize 
that  wealth  is  not  the  fruit 
of  labor  but  the  result  of 
organized  protected  robbery. 
Frantz  Fanon 


He  who  asks  of  life  nothing 
but  the  improvement  of  his 
own  nature  ...  is  less  liable 
than  anyone  else  to 
miss  and  waste  life. 
Henri  Frederic  Amiel 


Are  you  not  ashamed  of  heaping 
up  the  greatest  amount  of  money 
and  honor  and  reputation,  and 
caring  so  littie  about  wisdom 
and  truth  and  the  greatest 
improvement  of  the  soul? 
Socrates 


Moral  virtue  and  good  fortune 
as  the  two  indispensable 
operative  factors  in  pursuit 
of  happiness  (good  habits 
and  good  luck).  Moral  virtue 
in  general  and  the  three 
main  aspects  of  moral  virtue: 
temperance,  courage  and  justice. 
Good  fortune  as  indispensable 
to  happiness:  the  distinction 
between  the  virtuous  and 
the  blessed  man. 
Aristotle 


You  cannot  permanently  take 
out  of  the  works,  or  out  of 
the  world,  more  than  you 
put  into  it  Men  have  tried 
it  in  all  ages,  hut  accounts 
were  squared  eventually.  It 
still  remains  true  that  man 
must  earn  his  daily  bread 
by  the  sweat  of  his  brow 
B.C.  Forbes 


Like  every  man  of  sense  and 
good  feeling,  I  abominate  work. 
Aldous  Huxley 


I  sincerely  believe  we  are 
given  life  to  enjoy  and  make 
it  more  enjoyable  for  others.  .  .  . 
The  best  way  to  do  this  is  to 
get  in  the  middle  of  it. 
Henry  L.  Harrell  Sr. 


Neither  man  nor  nation  can 
exist  without  a  sublime  idea. 
Feodor  Dostoevski 


The  thing  that  I  should  wish 
to  obtain  from  money  would 
be  leisure  with  security. 
Bertrand  Russell 


fust  remember  the  world  is  not 
a  playground  but  a  schoolroom. 
Life  is  not  a  holiday  but  an 
education.  One  eternal  lesson 
for  us  all:  to  teach  us  how 
better  we  should  love. 
Barbara  Jordan 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Look  mortals  how  you  buii 
You  write  your  problems  a 
you  go  and  what  you  writd 
added  up;  it  is  your  hand,  i 
mind,  your  heart,  that  maj 
the  sum  total  of  your  fate. 
Phylos 


I  know  of  no  more  encour^ 
fact  than  the  unquestionah 
ability  of  man  to  elevate  h; 
life  by  a  conscious  endeavq 
Henry  David  Thoreau 


In  times  of  trouble  no  wor« 
no  matter  how  magnificen 
can  match  a  helping  hand. 
Frank  Tycer 


Ingratitude  is  monstrous. 
For  the  multitude  to  be 
ingrateful  were  to  make  a 
monster  of  the  multitude. 
Shakespeare 


For  all  that  has  been,  Than 
For  all  that  will  be,  Yes. 
Dac  Hammarskjoi.d 


A  Text . . . 

Every  man's  work  shal 
be  made  manifest. 
I  Corinthians  3:13 


Sent  in  by  Richard  S.  Andrews,  Fallll 
Va.  What's  your  favorite  text?  T]j' 
Scrapbook  of  Thoughts  on  the  Bi) 
Life  is  presented  to  senders  of  texts  j 


Retreat  from  the  world 
is  flight  rather  than 
conquest,  and  in  those 
who  have  any  power  of 
benefiting  others, 
may  be  considered  as  a 
kind  of  moral  suicide. 
S  uii'el  Johnson 


With  three  meals  a  day  be 
content;  take  in  your  sail 
after  a  good  run  before  the  v> 
Chinese  Proverb 
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A  beautiful  investment 

ST.  JOE  is  diversifying  into  precious  metals  with  the 
development  of  its. El  Indio  gold/silver/copper  mine 
in  Chile.  Shipments  of  gold-bearing  ore  from  El  Indio 
have  begun;ST.  JOE  will  mine  about1.5  million  ounces 
of  silver  this  year  in  North  America. 

To  learn  more,  write  to  Dept.  4  for  our  annual  and 
quarterly  reports.  v 

ST  JOE 

MINERALS  CORPORATION 

250  Park  Ave.,  New  York,  N.  Y.  1001 7 
A  BASIC  SOURCE 
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CABLE  TV 

WHEN  WILL 
THE  PRICE 
BE  RIGHT? 


Qf  the  5  Great  Liqueurs 
in  the  world 
only  one  is  made  in  America. 

Wild  TUrkey  Liqueur. 


This  Christmas  give  America's  First  Great  Liqueur. 


This  Holiday  season,  give  the  first  great 
liqueur  made  in  America:  Wild  Turkey 
Liqueur,  created  in  Kentucky  by  the  origi- 
nators of  America's  finest  native  whiskey, 
Wild  Turkey. 


Wild  Turkey  is  the  "sippin'  sweet  cream 
of  liqueurs,  made  to  be  savored  slowly  after 
dinner.  You've  tasted  the  great  liqueurs  of 
Europe.  Now  give  America's  great  one— Wild 
Turkey  Liqueur.  Handsomely  gift-boxed. 


NOTICE  SUPPLY  WILL  BE  LIMITED  IF  NOT  IN  YOUR  STORE.  PLEASE  CONTACT  AUSTIN  NICHOLS  &  CO   LAWRENCEBURG  KY  80  PROOF  §  1977 
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Companies:  Datapoint 
has  had  a  glittering  record 
in  the  last  five  years.  But 
now  it's  venturing  where 
giants  tread.  70 


Companies:  Is  Lockheed 
Chairman  Roy  A.  Ander- 
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dog  in  his  stubborn  com- 
mitment to  the  TriStar?  75 


Cover  Story:  Cablemania 
is  here  again.  This  time 
it's  attracting  respectable 
money — huge  quantities 
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.ear  jet  can't  eliminate  headwinds. 
But  it'll  get  you  there 
a  lot  quicker  against  them. 

With  near  turboprop  fuel  efficiency. 


In  the  real  world  of  flight  —  particularly  at  this 
e  of  year  —  you're  bucking  some  pretty  fierce 
idwinds  more  than  half  of  the  time.  Headwinds  can 
i  your  whole  day  if  you're  on  a  tight  schedule  in  the 
)ng  airplane. 

Clearly,  the  slower  an  aircraft,  the  more' its  speed 
i  fuel  efficiency  are  penalized  by  headwinds.  Here 

two  quick,  and  quite  typical,  comparisons:  In  zero 
id  conditions,  the  Learjet  is  34  percent  faster  than 

Citation  II.  But  against  a  100  mile-per-hour 
jdwind,  the  Learjet  is  46  percent  faster.  Compared 
i  the  King  Air  200,  the  Learjet  is  55  percent  faster 


when  flying  in  zero  wind  conditions.  But  facing  a  100 
miie-per-hour  headwind,  the  Learjet's  greater  speed 
increases  its  cruise  advantage  over  the  King  Air  to  80 
percent. 

Documented  another  way,  here's  a  striking 
comparison  which  attests  to  the  Learjet's  ability  to  go 
head-to-head  or  better,  in  fuel  consumption  with  the 
Citation  II  and  King  Air  200.  That's  the  good  news. 
The  great  news  is  with  a  Learjet  you're  on  the  ground 
at  your  first  meeting  while  your  competition  is  still 
bumping  along  in  the  teeth  of  those  headwinds,  using 
additional  fuel. 


Flight:  Philadelphia  to  Indianapolis  (583  miles)  Passengers:  4 

Altitudes  and  power  settings  selected  to  provide  a  typical  flight  in  each  model,  based  on  manufacturers' 
own  handbook  data.  (Data  gladly  provided  on  request.) 

Average  ground 
Trip  time      Total  fuel      Miles  per        speed  (mph) 
Aircraft  Headwinds*  (hrs/min)     used  (gal)        gallon         during  cruise 


Learjet  35A       86  mph  at  43,000  ft.         1 :38  248  2.34 

Citation  II  87  mph  at  39,000  ft.         2:19  278  2.10 

King  Air  200       76  mph  at  26,000  ft         2:35  229  2.54 


411 
285 
244 


'Derived  from  Boeing  publication:  "Winds  on  United  States  Domestic  Routes' 
(winter  winds,  historical  average.) 


Learjet's  performance  dominance  flying  in  the  real 
rid  of  headwinds  is  just  one  more  reason  why  it's 

right  business  jet  for  the  '80s.  For  a  free  booklet: 
5adwinds  and  fuel  consumption,"  or  for  any  other 
a  you  might  like  to  have,  just  write  or  call  Phi! 
fett,  our  vice  president  -  domestic  marketing, 
2)  294-4422. 


We'd  love  to  help  turn  those  headwinds  into  your 
competitive  advantage.  Gates  Learjet  Corp.,  P.O.  Box 
11186,  Tucson,  Arizona  85734 

Gates  Learjet 

America's  most  fuel-efficient  business  jet  " 


^  jSISSIPP 

NUMBER 


in  business  climate 


. . .  according  to  the  Conference  of  State 
Manufacturers  Association  March,  1979 
study  of  the  48  contiguous  states 
conducted  by  Alexander  Grant  & 
Company. 

The  State  Manufacturers  Association 
study  also  stated  that  Mississippi  ranked 
7th  in  the  number  of  manufacturing  jobs 
gained  during  the  period  1968-1978. 

Eighteen  criteria  were  selected  as 
factors  that  affect  business  climate,  such 


as  union  membership,  energy  costs, 
manufacturing  wages,  work  stoppages, 
taxes,  pollution  abatement  among  others. 

For  a  copy  of  the  study  and  additional 
information  about  Mississippi's  Industrial 
Development  Program,  write  W.  J. 
Caraway,  Executive  Director  or  Jim  Miller, 
Manager,  Industrial  Development  Division, 
Mississippi  Department  of  Economic 
Development,  P.  O.  Box  849,  Jackson, 
Mississippi  39205,  or  call  601/354-6700. 


MISSISSIPPI ...  AMERICA  SOUTH 


Paris  is 

ci  business  must 

WHY?  Paris  :  the  world's  most  important  center 
for  international  trade  shows. 

Each  year :  30,000  exhibitors,  10,000  from 
countries  other  than  France. 

4  million  trade  visitors,  300,000  coming  from  all  over  the  world. 
More  than  50  trade  shows  :  A  truly  international  market. 

Do  not  hesitate  :  call  our  New  York  delegate. 

He  can  help  you  organize  your  trip. 

Start  planning  your  next  Paris  business  trip  now. 


INTERNATIONAL  TRADE  SHOWS  IN  FRANCE  - 1980 


AGRICULTURE  AND  FOOD  PRODUCTS 

»  Agriculture  (SIA),  Agricultural 
Machinery  (SIMA) 

>  Confectionery,  Chocolate  and 
Biscuits  (INTERSUC) 

>  Food  Products  (SIAL) 

>  Wine  and  Vine  Technology  (SITEVI)  (5) 


2-9  March 

22-2S  March 
17-22  November 
25-27  November 


CAPITAL  GOODS  AND  EQUIPMENT 

•  Exploitation  of  the  Oceans  (0CEANEXP0)  (1 ) 

4-8  March 

1 

•  Paper  Industries  (IP)  (2) 

25-28  March 

2 

•  C0MP0SANTS  ELECTRONIQUES 

27  March-2  April 

3 

•  Surface  Transports  and  Traffic 

15- 19  April 

4 

•  Mountain  and  Ski  Resort  Equipt.(SAM)  (3) 

23-27  April 

5 

»  Woodworking  Machinery  (EXPOBOIS) 

24-29  April 

6 

•  Machines  and  Tools  for  Leather 

6-9  September 

7 

»  Data  Processing,  Communication, 

Office  Organisation  (SICOB) 

17-26  September 

8 

>  Precision  Engineering  (MICRONORA)  (4) 

7-11  October 

9 

i  Hotel,  Restaurant  and  Catering 

Eguipment  (EQUIP  HOTEL-  COLLECTIVITE) 

19-27  October 

10 

»  Packaging  (EMBALLAGE) 

17-22  November 

11 

»  Food  Manufacturing  Processing  (GIA) 

17-22  November 

12 

i  Machinery  for  Meat  Industry  (MATIC) 

17-24  November 

13 

»  Laundry.  Dyeing  and  Dry-Cleaning 

jD 

Machinery 

29  November-7  December 

»  International  Market  of  Sub-contracting 

(MIDEST) 

8-12  December 

15 

»  Laboratory 

8-13  December 

16 

i  Chemical  Engineering  Processes  and 

Equipment  (INTERCHIMIE) 

8-13  December         |  17 

ARTS,  CRAFTS  AND  JEWELRY 


•  Arts  and  Crafts  Products 

(ATELIERS  D  ART) 

10-15  Jan  74-9  Sept 

~22~| 

•  Jewelry,  Gold  and  Silverware, 

Clocks.  Gifts  (BIJORHCA) 

10-15  Jan. /4-9  Sept 

23 

•  Tableware  (SIFE-CIAT) 

9-13  March 

24 

CONSUMER  GOODS 

•  Furniture  -  Lighting 

10-14  January 

25 

•  Yachting,  Boating,  Watersports  Equipment 

11-21  January 

26 

•  Stationery  (SIPPA) 

1-4  February 

27 

•  Toys  and  Games 

9-15  February 

28 

•  Wintersports  Equipment  (SIG)  (6) 

1-4  March 

29 

•  Household  Appliances  (ARTS  MENAGERS) 

1-4  March 

30 

•  Spectacles,  Optics,  Optical  Equipment 

HD 

(SILM0)(7) 

8-12  May 

•  Wallpapers,  Wallcoverings,  Furnishing 

Textiles  (PARITEX) 

5-9  June 

32 

•  Carpets  and  Floor  Coverings 

5-9  June 

33 

•  Supplies  for  the  Manufacture  of 

[El 

Furniture  (APPROFAL) 

5-9  June 

•  Sports  Goods  and  Leisure  Equipment 

(SISEL) 

6-9  September 

35 

•  Hardware  (QUOJEM) 

21-24  September 

36 

CLOTHING  AND  FASHION 

•  Men  s  Wear  (SEHM) 

2-5  Feb  76-9  Sept 

37 

•  Knitwear  -  SIM  -  (MAILLE) 

2-5  February 

38 

•  Children's  Wear  (MODE  ENFANTINE) 

2-5  Feb  76-9  Sept 

39 

•  Ladies'  Ready-to-Wear  (INTERSAISONS) 

2-5  Feb  76-9  Sept 

40 

•  Fur  Industries  (SIF) 

29  March-2  April 

41 

•  Ladies'  Ready-to-Wear  (PRET-A-PORTER) 

29  March- 2  Apr /1 8-22  Oct 

42 

•  Ladies  Summer  Fashion  (SCAME)  (8) 

3-7  October 

43 

•  Leather  (SEMAINE  DU  CUIR) 

6-9  September 

44 

(1)  Bordeaux   (2,  3,  6)  Grenoble   (4)  Besancon   (5)  Montpellier   (7)  Lyon   (8)  Nice. 
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Side  Lines 


"Inevitable" 
versus  "imminent" 


Forbes 


AFTer  coLor  tv 

The  future 
of  home 
entertainment 


Forbes  cover  of  Mar.  15,  1967  and  Staff  Writer  Allan  Sloan 


The  last  time  Forbes  wrote  a  cover  story 
about  cable  television,  we  were  more 
than  upbeat.  On  Mar.  15,  1967  we 
thought  cable  was  only  a  brief  stop  on 
the  way  to  turning  America's  homes  into 
"entertainment  centers."  Forbes  hired 
the  late,  great  cartoonist  and  sculptor, 
Rube  Goldberg  to  draw  us  the  home  of 
the  future  for  our  cover.  Here  it  is. 

The  experts  Forbes  talked  to  were  far 
too  optimistic.  One  of  them  predicted 
that  "in  five  or  six  years  the  color  video- 
tape will  be  as  common  as  color  TV  is 
today."  That  was  a  dozen  years  ago.  Even 
today  only  about  a  third  of  the  potential 
homes  have  been  cable-ized,  and  the 
two-way  cable  that  we  rhapsodized 
about  is  still  only  in  its  infancy. 

Shortly  after  Forbes  gushed  over  it, 
the  cable  industry  went  into  eclipse,  a 
victim  of  funny  bookkeeping,  tight  mon- 
ey and  ambitions  that  exceeded  its  limit- 
ed resources.  But  some  of  the  companies 
kept  at  it,  and  the  business  turned 
around  when  communications  satellites 
changed  the  economics  overnight. 

Once  the  trend  became  clear,  everyone 
began  leaping  onto  the  bandwagon,  de- 
ciding that  this  time  cable  can't  possibly 
miss.  We  asked  Staff  Writer  Allan  Sloan 
to  find  out  what  was  going  on:  Had 
Forbes  been  merely  premature  in  its  ear- 
ly optimism?  Or  dead  wrong?  What 
Sloan  found  comprises  our  cover  story, 
which  begins  on  page  49. 

Sloan,  35,  joined  Forbes  in  March  after 
6'/2  years  as  a  business  writer  with  the 
Detroit  Free  Press.  A  native  of  Brooklyn, 


Sloan  now  lives  in  New  Jersey  wi 
wife  and  three  daughters  in  a  60-ye 
house  covered  with  an  enormous 
gage.  He  cried  a  year  ago  when  hi 
repairman  told  him  his  1968-mod 
inch  Aiwa  television  was  beyond  i 
Now  he's  the  owner  of  a  19-inch  1 
and-white  RCA  portable  TV  thi 
keeps  on  as  little  as  possible. 

About  our  early  overenthusiasm 
goes  to  show  that  what  is  inevitable 
necessarily  imminent.  In  business 
ting  in  on  a  trend  too  early  can  be 
than  missing  it  altogether. 


Hayek:  words  of  the  mat 

We  were  pleased  at  the  enthusiastic 
er  response  to  our  cover  story  ( Oct. 
the  great  political  economist  Friedri 
Hayek,  the  author  of  the  1931  class: 
Road  to  Serfdom    and  the  frequ 
unacknowledged  intellectual  fath 
the  present  neoconservative  revival 
discovered,  however,  that  while  a 
many  businessmen  approved  of  Ha 
ideas,  very  few  had  actually  been  ex] 
to  them.  It  is  not  generally  apprec 
that  there  is  a  difference  between  a 
ern  conservative  (which  Hayek  is 
and  an  old-fashioned  liberal  in  the 
century  sense  (which  Hayek  is).  In 
issue  we  are  reprinting  a  Hayek 
which  expresses,  we  believe,  the  ess 
of  his  political  philosophy.  See  "Th 
rors  of  constructivism,"  beginnin 
page  107. 
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A  bright  future  is: 
being  in  an  industry 
no  other  industry 
can  do  without. 


Todayjt  is  difficult  to  imagine  a  business  in  any 
major  industry  being  managed  efficiently,  or  even 
producing  its  products,  without  some  reliance  on 
electronic  information  processing  equipment. 

That's  why  the  information  processing  industry  is 
growing  so  fast.  Over  30%  per  year. 

And  MAI,  as  a  major  multinational  manufacturer, 
marKeter  and  servicer  of  Basic  Four*  business  com- 
puter and  Wordstream™  word-processing  systems, 
is  well  positioned  to  participate  fully  in  this  industry's 
dynamic  growth. 

For  several  reasons: 

By  supplying  useful  information  faster,  and  often  at 
lower  cost,  MAI's  products  and  services  help  busi- 
nesses manage  their  operations  more  efficiently.  An 
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important  advantage,  particularly  in  a  time  of 
recession. 

Our  increasing  investment  in  research,  develop- 
ment and  engineering  keeps  our  products  techno- 
logically and  cost  competitive. 

Our  products'  acceptance  in  rapidly  expanding 
worldwide  markets,  combined  with  our  financial  and 
management  capabilities,  are  reflected  in  our  revenue 
growth  over  the  past  five  years. 

And  our  capital  expenditures,  which  have  in- 
creased substantially  over  the  same  period,  will  con- 
tinue to  increase  in  1 980.  An  expression  of  our 
confidence  in  a  bright  future. 

To  learn  more  about  MAI  write  for  our  Annual 
Report  to:  Management  Assistance  Inc.,  300  East 
44th  Street,  New  York,  NY  1 001  7. 


Capital  Expenditures 
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Shows  9-month  figures  (unaudited)  for  1978  &  1979. 


'Revenue"  1978— $146.9  (mil.);  1979— $191.6  (mil.).  "Capital  Expend."  1978— $4.9  (mil.);  1979— $9.2  (mil.). 


It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 
The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


While  this  man  is  out  of  work, 

are  your  losses  out  of  control? 

... 


CURE:  Commercial  Union  Rehabilital 
tion  Effort.  It  speeds  a  workers  return  to  pro- 
ductive work  and  reduces  loss  control  costs. 

Before  he  was  injured,  this  man  didn't  watc 
television  all  day.  Now  he's  out  of  work,  bored  am 
apprehensive  about  being  able  to  do  his  old  job 
again. 

The  longer  he  is  out  of  work,  the  worse  it  is 
for  him  and  the  more  costly  it  is  for  his  employer. 
Commercial  Union's  CURE  Program  can  help 
them  both. 

We  offer  our  insureds  a  staff  of  professional 
rehabilitation  nurses.  They  work  with  the  injurec 
worker,  the  family,  physician,  rehabilitation  per- 
sonnel and  employer  to  coordinate  all  physical, 
vocational  and  psychological  therapy. 

CURE  can  lower  loss  control  costs.  CURE 
nurses  spot  potential  rehabilitation  candidates, 
particularly  those  who  don't  return  to  work  on  th 
doctor's  schedule.  They  identify'  other  needs .  . 
psychological  and  emotional  adjustments .  .  .  an( 
provide  counseling.  They  monitor  charges, 
expenses  and  the  progress  of  prescribed  treat- 
ment. The  result?  The  injured  worker  returns  to 
the  job  sooner.  Disability  payments,  workers' 
compensation,  and  medical  expenses  are 
reduced.  Savings  can  be  realized  in  many 
injury  cases. 

CURE  helps  speed  the  return  of  an  injured 
worker  to  productive  activity. 

CURE  finds  the  best  treatment  required  by 
the  injured  worker  at  the  lowest  cost. 

And  CURE  coordinates  all  the  details 
involved  in  the  rehabilitation  process,  from 
special  equipment  to  arranging  for  at-home 
attendant  care. 

There  is  a  better  way  to  help  people  who 
want  to  work  return  to  work.  Contact  the  nearest 
Independent  Insurance  Agent  who  represents 
Commercial  Union  Assurance  Companies. 

CURE  can  reduce  your  loss  control  costs. 


Commercial  Union 
Assurance  Companies 

One  Beacon  St. 
Boston.  MA  02108 


Trends 


Edited  By  John  A.  Conway 


Windfall  echoes 

debate  raging  in  the  U.S.  over  oil 
iany  profits  is  beginning  to  echo  in 
>e,  particularly  in  West  Germany. 
:n,  which  has  its  own  oil,  has  virtu- 
ationalized  oil  profits  and  Germany 
the  same  on  the  tiny  amount  it 
ices.  Bonn's  quarrel  is  with  the 
:y  the  big  oil  companies  are  impos- 
ri  OPEC-priced  fuel  they  bring  into 
iany  from,  say,  Saudi  Arabia  ($4  a 
[  add-ons  are  common).  Members  of 
's  Free  Democrats  and  Social 
jcrats  (the  latter,  Chancellor  Hel- 
schmidt's  party)  are  not  happy  with 
ampany  profits  and  want  to  put 
taxes  on  them.  The  discussion  has 
eached  the  cabinet  level  but  the 
is  that  Bonn  has  called  in  the  oil- 
and  privately  urged  restraint.  Ger- 
,  of  course,  swears  by  the  rule  of  the 
etplace  and  Bonn  officials  note  that 
as  worked  well  for  them.  Countries 
Ireland  and  Sweden,  which  have 
controls  to  brake  profits,  suffered 
iges  this  year;  Germany  had 
di  to  build  up  strategic  reserves.  Ob- 
■s  also  note  that  should  the  Ger- 
tax  markups  on  imported  oil, 
l  could  consider  its  members  enti- 

0  those  profits  and  grab  them  back 
king  prices.  Germany  will  be  the 
to  watch.  The  question  is  moot  in 
where  a  state  company  controls  oil, 

1  France,  which  has  had  price  con- 
(coupled  with  guaranteed  profits) 

1928.  Paris,  however,  has  now 
id  plans  to  lift  the  oil  curbs  that  had 
scheduled  to  go  off  next  year. 


Figuring  the  odds 

haos  visited  on  American  business- 
Iran,  coupled  with  the  apparent 
ity  of  the  U.S.  to  protect  its  citi- 
ind  their  assets  overseas,  is  creating 
nd  for  a  new  breed  of  corporate 
I  executives  who  can  measure  eco- 
:  opportunity  against  political  odds, 
.ng  business  abroad  it  is  no  longer 
;h  to  project  prospective  return  on 
:ment;  it  is  equally  necessary  to 
:t  prospective  safety  of  investment. 
;nizing  this,  the  American-run 
:r  for  Mediterranean  Studies  in 
plans  to  offer  an  intensive  eight- 
program  to  corporate  executives 
:  responsibilities,  in  its  words,  "re- 
a  sensitivity  to  political  risk."  In 
on  to  attending  lectures  by  the  cen- 
staff,  students  will  visit  selected 
ries  in  the  Mediterranean  basin  and 
>repare  reports  analyzing  each  coun- 
degree  of  political  stability.  The 
center  is  an  offshoot  of  the  Ameri- 
niversities  Field  Staff,  a  U.S.  educa- 


tional organization  that  provides  on-the- 
spot  reporting  from  around  the  globe  for 
its  U.S.  university  members  (which  in- 
clude Brown,  Wisconsin  and  Kansas).  The 
center  will  offer  its  first  "country  risk" 
course  next  spring.  If  the  program  is  a 
success  it  could  well  start  a  trend  that 
could  add  a  new  dimension  to  the  tradi- 
tional business  school  curriculum. 

Heads  up  Down  Under 

While  the  U.S.  is  still  wrangling  over 
how  to  set  up  a  synthetic-fuels  program 
to  help  ease  dependence  on  imports,  oth- 
ers seem  to  be  moving  into  high  gear  to 
solve  their  problems.  New  Zealand,  for 
instance,  is  getting  ready  to  spend  per- 
haps $500  million  on  a  plan  to  produce  at 
least  530,000  tons  of  gasoline  a  year.  The 
two-step  operation  involves  turning  nat- 
ural gas  from  the  country's  offshore  fields 
into  methanol  (a  form  of  alcohol)  and 
then,  using  a  Mobil  process,  converting 
the  methanol  into  gasoline.  "This  deci- 
sion," says  Minister  of  Energy  William  F. 
Birch,  "was  the  next  logical  step  in  a 
program  aimed  at  making  New  Zealand 
better  than  50%  self-sufficient  in  liquid 
fuels  by  1987."  At  present,  New  Zealand 
produces  only  10%  to  15%  of  its  needs 
for  such  fuels. 

Laughs  in  London 

British  taxpayers,  who  of  late  haven't 
had  much  to  smile  about,  are  getting 
their  jollies  from  a  new  record  album 
featuring  mimic  Janet  Brown  in  a  send- 
up  of  Margaret  Thatcher,  the  starchy 
Tory  Prime  Minister  and  Britain's  first 


woman  in  that  post.  Produced  by  Logo 
Records  and  distributed  by  RCA,  the  al- 
bum retails  at  $8  (there  is  also  a  $2  single 
called  "The  Iron  Lady").  The  script  takes 
off  from  a  Thatcher  speech  in  which  she 
tracked  her  Conservative  party's  roots 
back  to  the  Old  Testament,  and  "early 
man's  search  for  God."  That  lets 
Brown's  version  of  Mrs.  Thatcher  talk 
about  Noah  and  the  Flood  as  the  first 
case  of  free-enterprise  boat-building  and 
go  on  from  there.  Sample  dialog,  between 
Thatcher  and  her  old  political  foe  and 
fellow  Tory,  ex-Prime  Minister  Edward 
Heath.  Thatcher:  "I  have  a  job  for  you. 
What  do  you  know  about  free-fall  para- 
chute jumping?"  Heath:  "Not 
much.  ..."  Thatcher:  "Fine.  Here's 
what  I  want  you  to  do.  .  .  ." 

When  is  a  truck  a  truck? 

Volkswagen — yes,  Volkswagen — is  cam- 
paigning to  keep  foreign  trucks  out  of  the 
U.S.  The  targets  are  importers  who  are 
bringing  in  small  Japanese  pickups  and 
who  have  worked  out  a  ploy  to  dodge  the 
25%  duty  on  such  vehicles.  The  Japanese 
ship  the  trucks  either  without  cargo  beds 
or  with  the  beds  coming  separately,  to  be 
attached  at  dockside.  That  way,  the  im- 
porter is  able  to  claim  he  has  simply 
brought  in  a  truck  "part"  and  pay  only  a 
4%  duty.  The  Treasury  buys  this,  per- 
haps because  it  doesn't  want  to  offend 
Japan  or  perhaps  because  U.S.  carmakers, 
who  bring  in  this  same  kind  of  truck 
from  their  Japanese  partners,  have  never 
complained.  But  now  Volkswagen  is 
planning  to  build  a  small  pickup  in  its 
plant  in  Pennsylvania  and  has  asked  the 


"Margaret  Thatcher"  Brown  and  the  genuine  Prime  Minister 
Aiming  high  for  down-to-earth  laughs.  
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How  does  the 
world's  biggest  name  in 
earthmovers  keep  moving 
around  the  world? 

Ask  Chicago's  Bank. 


First  Chicago  has  been  an  important  supplier  of  financial  fuel  to  keep 
Caterpillar  Tractor  Co.  moving  since  the  early  days  of  the  company.  From 
the  Middle  West  to  the  Middle  East,  from  the  United  Kingdom  to  Hong 
Kong,  we  provide  a  list  of  services  that  reads  like  an  encyclopedia  of 
banking.  In  addition  to  substantial  lines  of  credit,  we  manage  a  portion  of 
Caterpillar's  worldwide  pension  fund,  help  finance  joint  ventures,  provide 
stockholder  services,  act  as  indenture  trustee  and  trustee  for  the  employee 
investment  plan. 

Shortly  after  World  War  II,  at  Caterpillar's  request,  First  Chicago  began 
an  autonomous  financing  program  for  some  of  the  company's  independent 
dealers.  Since  then  we've  provided  inventory,  fixed  asset  and  receivables 
financing  that  supports  sales  all  over  the  world.  And  helps  keep  the 
corporation's  funds  free  for  productive  international  investment. 

Recently  Caterpillar  called  in  First  Chicago  to  implement  a  new 
remittance  system  from  96  dealers  in  49  states.  We  put  together  a  unique 
version  of  an  advanced  electronic  system  that  eliminates  mail  float  entirely. 
Through  a  flexible,  innovative  approach,  we  were  able  to  solve  problems 
and  get  the  system  on  its  feet  in  short  order.  Result:  the  company  no  longer 
has  to  depend  on  uncertain  mail  transit.  And  cash  flow  can  be  predicted 
with  pinpoint  accuracy. 

That's  just  the  latest  in  a  long  line  of  benefits  Caterpillar  Tractor  Co. 
and  its  worldwide  network  of  dealers  reap  from  their  relationship  with 
First  Chicago.  And  that  same  kind  of  relationship  can  be  yours  for  the 
asking.  Phone  Dick  Stranger,  Vice  President  and  Group  Head, 
Multinational  Corporate  Banking,  (312)  732-6244. 

Whatever  your  business  interests,  from  capital  equipment  to  consumer 
goods  to  energy  and  more,  First  Chicago  can  help.  In  Chicago,  in  one  of  our 
nine  regional  offices  listed  below,  or  anywhere  else  in  the  world,  ask 
Chicago's  Bank. 


Atlanta  •  Baltimore  ■  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Houston  •  Los  Angeles  •  New  York  •  San  Francisco 
Australia  •  Belgium  •  Brazil  ■  Canada  •  Cayman  Islands  •  France  •  Greece  •  Guatamala  •  Haiti  •  Hong  Kong  •  Indonesia  •  Iran 
Ireland  ■  Italy  •  Jamaica  •  Japan  •  Kenya  •  Korea  •  Lebanon  •  Mexico  -  The  Netherlands  •  Panama  -  The  Philippines  •  Poland 
Singapore  •  Spain  •  Sweden  •  Switzerland  •  United  Arab  Emirates  •  United  Kingdom  •  Venezuela  •  West  Germany 

©  1979  The  First  National  Bank  of  Chicago.  Member  F.D.I.C. 


A  billion  dollar 
investment 


in  energy 
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Before  energy  became  the  highly  visible  problem  it  is 
today,  St.  Joe  started  to  commit  substantial  resources 
to  energy  production.  St.  Joe  entered  the  oil  and 
gas  business  in  1972  and  the  coal  business  in  1974, 
and  historically  has  been  a  leader  in  supplying  lead  to 
the  battery  industry. 


Over  the  ten-year  period  ending  in  1983,  St.  Joe 
plans  to  invest  more  than  $1.2  billion  in  coal,  oil  anc 
gas.  For  more  information  about  how  St.  Joe  is 
helping  to  meet  America's  energy  needs,  write  to 
Department  4. 


ST  JOE 

MINERALS  CORPORATION 
250  Park  Avenue 
New  York,  N  Y  10017 
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It  helps  management 
manage. 


;ury  to  check  into  the  Japanese  tac- 
lterestingly,  the  truck  tariff  was  im- 
.1  originally  on  trucks  to  punish  Ger- 
h  for  keeping  American  frozen 
:ens  out  of  Europe's  Common  Mar- 
Volkswagen  lost  its  U.S.  van  busi- 
,to  American  manufacturers  during 
chicken  war." 

Sharing  the  wealth 

1  ishington,  D.C.,  with  a  70%  minor- 
opulation,  affirmative  action  is  a 
•  of  life.  The  consequent  heavy  em- 
s  on  urban  renewal  and  develop- 
has  shown  astute  blacks  how  to 
a  good  thing  out  of  a  good  thing, 
contractors  know  they  are  more 
to  win  contracts  if  they  have  black 
rs  and  the  new  partners  have 
d  they  can  share  in  the  profits 
ut  much  risk.  Three  well-connect- 
ck  lawyers,  for  instance,  got  a  15% 
in  a  local  subway  project  with  no 
required,  and  for  $600  they  got  a 
iece  of  a  proposed  office  building, 
er  group  of  black  lawyers  received 
f  a  proposed  $80  million  commer- 
evelopment  keyed  to  a  stop  on  the 
ubway  line.  Washington's  Mayor 
n  Barry,  who  is  also  black,  sees 
g  amiss,  saying,  "It's  as  American 
le  pie  and  hot  dogs  and  Chevrolet." 
lack  lawyer,  who  is  negotiating  for 
e  of  the  job  of  restoring  the  Cap- 
istoric  Willard  Hotel,  says  simply: 
lme  to  redistribute  the.wealth." 

R.I.P.  VAT? 

ue-added  tax — a  brand  of  national 
tax  that  has  come  into  vogue  in 
e — is  going  nowhere  in  the  U.S., 
:e  support  from  Lousiana's  Senator 
11  Long  and  Oregon's  Representa- 
\l  Ullman,  chairmen  of  the  two 
littees  in  Congress  that  write  the 
ws.  The  White  House  is  leery  if  not 
right  hostile.  Ullman's  Ways  & 
s  Committee,  where  tax  legislation 
begin,  is  almost  solidly  against  the 
Few  congressmen,  moreover,  on  or 
tax  committes  and  on  either  side 
aisle,  are  ready  to  vote  for  any  new 
even  to  replace  the  talked-of  cuts 
rial  Security  and  income  levies, 
m  Frenzel,  a  Minnesota  Republi- 
nd  one  of  the  few  VAT  supporters 
ys  &  Means,  says  such  a  tax  is  "an 
<vhose  time  has  not  yet  arrived." 
Democrat  J.J.  (Jake)  Pickle,  an- 
Ways  &  Means  member,  says  it 
poetically:  "The  value-added  tax  is 
lman's  fair  lady,  but  I  don't  know 
many  people  are  going  to  dance 
:hat  lady  this  year." 


At  A  Glance  Personal  Planners 

Mix  business  with  pleasure  without  getting  mixed  up. 
See  your  day  week  or  month  At-A-Glance. 


SHEAFFER  EATON 

Sheaffer  Eaton  Division  of  Textron  Inc 


TEXTRON 


Whether  your  goal  is  long  or 
short  term  growth . . . 

CONSIDER  GOLD 


Americans  today  are  buying 
gold  —  and  imported  gold 
coins  in  particular  —  in 
unprecedented  quantities. 
Recent  figures  indicate 
that  the  import  of  gold 
bullion  coins  for  1979  was 
double  those  of  1977. 

Here  at  Monex,  we  think 
more  Americans  are  switching, 
a  portion  of  their  paper  money 
into  real  money  for  four  solid  reasons:  1)  A 
growing  concern  with  inflation  and  the 
shrinking  value  of  the  dollar  in  terms  of 
real  purchasing  power.  2)  A  groiving  reali- 
zation of  all  the  things  you  can  do  with 
gold  besides  "saving  it  for  a  rainy  day."  3) 
A  growi>ig  awareness  of  gold's  flexibility  in 
meeting  a  variety  of  short-term  and  long- 
term  financial  goals.  4)  The  growing  popu- 
larity of  one  particular  coin,  the  South 
African  Krugerrand,  as  the  most  conven- 
ient, logical  way  to  own  gold. 

Why  this  overwhelming  preference  for 
the  Krugerrand?  Because  it  contains 
exactly  one  troy  ounce  of  gold,  so  it  is  easy 
to  price,  buy,  and  sell. 


Get  the  free  facts  about  the 
Krugerrand  from  Monex,  the 
world's  largest  investment 
firm  specializing  in  pre- 
cious metals  for  the  indi- 
vidual investor. 


Call  toll-free  (800)  854-3361. 

(California  call  (800)  432-7013.) 
Or  simply  mail  coupon  below. 
Do  it  now. 


MONEX  INTERNATIONAL,  LTD. 

441(1  Birch  Street  *  Newport  Beach,  CA  92660 
Gentlemen: 

I  want  to  look  into  the  subject  of  gold,  how  to  buy  it, 
where  to  buv  it,  and  why  I  should  Please  send  me 
current  facts  on  the  subject,  including  vour  booklet  on 
why  the  best  way  to  own  gold  is  the  Krugerrand.  I 
understand  there  is  no  cost  or  obligation  on  my  part. 

Name  


Address 


City.  State,  Zip. 


Business  Telephone. 
1  lome  telephone  


Approximate  cash  available 
for  coin  investment  $  


Monex  International  Ltd  is  a  registered  Commodity 
—  —  —  dV'  —  _F9DlOJ 


13 


the  price  of  new  life  policies  like  our  /Economaster.'  Because 
today's  higher  interest  rates  give  us  a  higher  return  on 
investments. 

It's  part  of  an  industry  trend  that's  seen  most  life  premiums 
drop  up  to  20%  over  the  past  20  years.2 

And  it's  just  one  of  the  changes  you  should  find  refreshing 
if  you  haven't  shopped  for  life  insurance  lately. 

For  example,  we  drive  our  lawyers  to  antacids  by  insisting 
that  policies  be  written  in  English  instead  of  the  usual  legalese. 

We  give  you  the  right  to  return  a  policy  up  to  a  full  10  days 
after  you  get  it.  (Minds  were  made  to  be  changed.) 

And  we  make  a  point  of  spelling  out  the  exact  cost  of  our 
insurance.  According  to  a  formula  that  lets  you  compare  it 
with  what  you'd  pay  our  competitors  down  the  street.3 

We're  not  saying  our  business  is  perfect.  It  can— it  must— 
keep  changing. 

But  we  hope  you  agree  we're  doing  something  to  make 
insurance  affordable.  If  not,  alas,  edible. 

ts  insurance  to  be  affordable. 

/Etna's  iEconomaster  pol-  the  kind  whose  initially  lower  healthier  lives.  Computers  make  the  National  Association  of 

:y.  the  first  of  its  kind  to  be  premiums  make  it  appealing  to  possible  better  service  with  fewer  Insurance  Commissioners,  whose 

:■:  ffered  by  a  major  U.S.  insurance  relatively  young  insurance  buyers  employees.  And  competition  members  are  drawn  from  the  50 

i|ompany,  is  a  "whole  life"  or  during  inflationary  times.  The  among  Americas  1,900  life  in-  independent  state  agencies  that 

j>ermanent  policy.  It  features  older  you  get,  however,  the  higher  surers  insures  the  savings  get  oversee  the  insurance  business, 

ibremiums  that  are  usually  lower  your  term  premiums.  As  the  man  passed  on  to  you.  The  NAIC  formula  has  been 

f  frian  those  of  conventional  whole  says,  you  pays  your  money  and        3  The  formula  for  determin-  adopted  by  over  half  the  states, 

It  Hfe.  Even  companies  that  don't  you  takes  your  choice.  ing  cost  — a  complicated  busi-  but  /Etna  voluntarily  supplies 

ll|ffer    /Economaster-type  cover-  2  The  cost  of  life  insurance  ness,  since  different  policies  offer  this  information  throughout  the 

»fge  give  you  a  choice  between  has  dropped  for  other  reasons,  a  headscratching  host  of  differ-  country, 

v'hole  life  and  "term"  insurance,  too.  People  are  living  longer,  ent  features—  was  worked  out  by 


LI  FE&  CASUALTY 


itna  Life  Insurance  Company.  Hartford.  CT  06156.  itconomaster  is  already  available  in  most  states  and  /Etna  is  now  working  to  make  it  available  in  states  where  it's  not  yet  offered. 


Follow^rough 


Time  Organizer 
for  Busy  People 


Avoid  confusion  of  scraps  of  paper  .  .  lost 
opportunities  .  forgotten  duties  and  ap- 
pointents.  Use  the  Memogenda.  Constant 
survey  of  work  ahead  .  .  .  results  in  working 
without  strain  If  making  proper  use  of  your 
time  means  success  then  Memogenda  is  a 
way  to  success,  whatever  your  goal  140,000 
executives  have  used  it 

MEMOGENDA  is  a  96-page  book,  wire 
bound  in  a  flexible  leather-like  covering.  The 
right  hand  pages  (8V2  x  1 1)  have  numbered 
lines,  one  for  each  item  .  checked  off  as 
completed  Opposite  pages  are  for  addition- 
al memos.  Includes  instructions  for  use,  an 
annual  reminder,  4-year  calendar,  and  active 
telephone  list. 

PLUS  INVESTMENT  RECORD 
Provides  record  of  purchase  and  sale  of 
securities  .  .  income  by  quarters.  Simplifies 
preparation  of  tax  returns. 
Price  $45  a  dozen  F  O  B  factory,  or  send 
$5.10  for  sample,  postpaid  Start  Memogenda 
habit  today  It  is  not  tied  to  calendar  Refund 
if  it  isn't  your  best  investment. 

NORWOOD  PRODUCTS  CO. 

1066  Thompson  Lane.  Nashville.  Tenn.  3721 1 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (  the  equivalent  of  one  year  free). 
Canadian  orders,  add  $i  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  prim) 


New  Address 


Zip 


Date  of  Address  Change 


Brothers-in-alms 

Americans  poured  almost  $40  billion 
into  charity's  begging  bowls  in  1978,  but 
it  was  not  enough.  "Beset  by  high  taxes, 
controversy  and  a  good  bit  of  dehuman- 
ization/'.FoRBES  said  last  winter  (7'c7;  5), 
"the  charity  business  is  in  trouble." 

Since  then,  the  outlook  has  worsened. 
For  the  past  ten  years,  according  to  Brian 
O'Connell,  president  of  the  National 
Council  on  Philanthropy,  one  of  the  prin- 
cipal umbrella  groups,  charity  had  man- 
aged at  least  to  keep  pace  with  inflation; 
during  1979  and  its  double-digit  price 
spiral  it  has  not.  Even  more  ominous,  he 
says,  gift-giving  has  declined  as  a  propor- 
tion of  disposable  income  and  of  the 
gross  national  product.  In  1971,  for  ex- 
ample, charity  garnered  1.98%  of  GNP; 
by  1976,  its  share  was  down  to  1.74%. 
That  shift  may  seem  small,  but  if  the 
1.98%  rate  had  held,  contributions 
would  have  been  $4  billion  higher  in 
1976.  The  same  trend  shows  up  in  dis- 
posable income.  In  1960,  O'Connell  says, 
individual  Americans  chipped  in  1.9%  of 
their  spendable  dollars;  by  1975  the  fig- 
ure had  dropped  14%,  to  1.67%. 

Part  of  the  blame  lies  with  the  suspi- 
cion that  charity  is  a  racket.  More  of  it 
stems  from  the  taxpayer's  acute  aware- 
ness of  how  much  the  government  is 
pouring  into  social  aims  that  charity  also 
considers  its  province.  The  biggest 
chunk  of  the  half-trillion  dollars  in  the 
federal  budget,  after  all,  is  ticketed  for 
the  Department  of  Health,  Education, 
and  Welfare.  The  professionals  fear  that 
the  U.S.  will  go  the  way  of  Europe,  where 
charity  and  philanthropy  have  long  been 
considered  functions  of  government. 
"With  government  dependence  comes 
the  government  rule  book,"  warns  John 
Gardner,  founder  and  former  head  of 
Common  Cause  and  a  onetime  Secretary 
of  Health,  Education  and  Welfare. 

The  professionals  also  blame  the  tax 
laws,  particularly  the  drive  in  the  last 
nine  years  toward  use  of  the  so-called 
standard  deduction.  Taxpayers  choosing 
that  option — and  the  Internal  Revenue 
Service,  to  keep  the  bookkeeping  simple, 
is  promoting  it  vigorously — cannot  item- 
ize their  deductions,  including  charitable 
gifts.  Just  over  half  used  the  standard 
deduction  in  1970,  but  by  1977  the  figure 
was  up  to  77%  and  it  is  still  climbing. 
Martin  Feldstein,  a  Harvard  economist, 
estimates  this  has  cost  charities  $5  bil- 
lion in  contributions  since  1970. 

Charity  pros  are  now  working  to  put 
more  muscle  behind  the  open  palm.  For 
one  thing,  they  are  trying  to  bring  some 
unity  to  the  wildly  disparate  groups  striv- 
ing for  the  charity  dollar  in  what  philan- 
thropic consultant  Waldemar  Nielsen 


calls  "the  untidy  but  wonderfully  e;| 
ant"  area  of  private  fundraising.  Gil 
and  O'Connell  have  spent  a  year  w<| 
on  a  union  of  the  National  Counl 
Philanthropy  (NCOP)  and  the  Co^l 
of  National  Voluntary  Organizj 
(CONVO).  The  new  grouping,  Gj| 
says,  includes  both  charities  and 
pendents"  like  universities,  "everjl 
you  can  think  of,  from  the  Metropf 
Museum  of  Art  to  4-H  Clubs." 

The  purpose  of  the  NCOP-CCI 
union  will  be  to  create  a  forum  vl 
Gardner  says,  "the  nonprofit  sectc| 
get  together  to  discuss  common 
lems"  and  to  help  the  public  realiz| 
important  the  nonprofit  sector  is.  I 
also  mean  a  new  and  potent  na  | 
lobbying  organization. 

A  principal  lobbying  goal  will 
persuade   Congress  to  do  some] 
about  the  standard  deduction  arl 
chilling  effect  on  charity.  Specifi| 


FORBES,  DECEMBER  10, 


J 


COME  FOR 
THE  BIGGEST 
INCENTIVE 

OF  ALL 


In  Maryland,  we  offer  you 
a  solidly  pro-business  attitude 
that's  here  today  and 
here  tomorrow. 
A  commitment  to  help  protect 
the  profits  we  know  are  the 
lifeblood  of  Maryland. 
And  that's  making  Maryland 
the  best  place  in  America 
to  do  business.  Isn't  that 
the  biggest  incentive  of  all? 

Come  for  the  carrot. 
You'll  stay  for  the  greens. 

MARYLAND  9 

Write  or  call  Jerry  McDonald,  ■J^J 
Director.  Business  and  Industrial     .  WW 
Development,  1748  Forest  Drive,  .' 

Annapolis,  Maryland  21401, 

(301)  269-3514.  -JT 


Raytheon  gives  the  art  of  healing  a  new  look. 


Early  and  accurate  diagnosis... more  often  than 
not  it's  the  key  to  successful  medical  treatment. 
Today,  doctors  make  use  of  a  broad  array  of 
diagnostic  tools  and  techniques.  Often  the  most 
effective  "tools"  are  the  sensitive  fingers  and 
discerning  eyes  of  the  trained  physician.  At 
other  times,  only  sophisticated  electronic  equip- 
ment can  give  doctors  the  information  they  need. 

This  new  Raytheon  gamma  camera,  for 
example,  allows  doctors  to  examine  internal 
organs  in  great  detail,  reveals  characteristics 
that  are  not  available  through  X-rays  or  other 
means.  It  offers  a  clearer  image,  is  faster  to 
operate,  and  provides  greater  patient  comfort 


than  any  other  gamma  camera  now  available. 
Already  the  new  camera  is  in  use  at  such  majc 
medical  centers  as  Baptist  Memorial  Hospital | 
Memphis,  Northwestern  Memorial  Hospital 
in  Chicago,  and.  most  recently,  Boston's 
Lahey  Clinic. 

X-rays,  of  course,  have  long  been  a  main- 
stay of  medical  diagnosis.  Raytheon's  involve- 
ment in  X-ray  technology  goes  back  to  the  turj 
of  the  century.  Machlett  Laboratories,  a 
Raytheon  company,  was  one  of  the  pioneer 
manufacturers  of  X-ray  tubes  and  devices  andjl 
continues  today  as  a  leading  supplier.  Recentl 
Raytheon  expanded  its  capabilities  to  include 


nplete  X-ray  systems  marketed  under  both  the 
nrad  and  Raytheon  Medical  Imaging  names. 

At  the  leading  edge  of  X-ray  technology, 
ytheon  has  just  completed  design  and  con- 
uction  of  a  highly  sophisticated  X-ray  scanner 
"the  Mayo  Clinic.  Called  a  Dynamic  Spatial 
constructor,  this  huge,  25-foot  X-ray  machine 
wides  three-dimensional  pictures  of  moving 
»ans.  It  will  be  used  to  conduct  advanced 
parch  in  heart  disease. 

The  art  of  healing... as  old  as  civilization 
2lf,  yet  as  changeable  as  tomorrow.  At 
ytheon,  our  electronics  technology  is  helping 
:hange  for  the  better.  Medical  electronics  is  a 


part  of  our  large  and  diversified  electronics  busi- 
ness, one  of  five  basic  business  areas  at  Raytheon. 
The  others  are  major  appliances,  energy  ser- 
vices, heavy  construction  equipment,  and  educa- 
tional publishing.  For  copies  of  our  latest 
financial  reports,  please  write  Raytheon 
Company.  Public  Relations,  141  Spring  Street. 
Lexington,  Massachusetts  02173. 


Richer.  And,  of  course,  costlie  r. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
ie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne. "Tiruly, 
the  world's  most  civili/.ed  spirit. 


VS.O.E 


«r  jm. 


HENNESSY  COGNAC,  80  PftOOF,  IMP0RT€D  BY  SCHIEEFELIN  &  CO  .  N  Y 
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liobtrt  C.  Wait, 


Don't  Expect  A  State 
That  Can't  Balance 

Its  Own  Budget  lb  Be 
Good  For  Business. 

Many  of  the  states  making  a  hue 
and  cry  for  new  business  would  do 
well  to  pay  more  attention  to  their  own. 

Certainly,  our  experience  here  in 
Virginia  over  the  past  200  years  would 
suggest  that  a  balanced  state  budget 
creates  the  best  climate  for  business. 

It  encourages  lower  corporate  taxes, 
so  that  industry  does  not  have  to  pay 
for  the  financial  sins  of  government. 

And  second,  businessmen  know 
that  they  can  expect  support  from  a 
government  that  plays  by  the  same 
rules  and  faces  the  same  bottom  line. 

If  you  want  the  best  location  for 
your  company,  look  at  the  business 
climate  in  Virginia.  And  remember  that 
probably  no  other  state  has  balanced 
its  budget  for  as  long  as  we  have.  Just 
contact  the  Division  of  Industrial 
Development,  Richmond.Va.  23219. 

Virginia 
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the  fundraisers  will  push  for  a  bill 
posed  in  the  House  by  New  York  Re 
lican  Barber  Conable  and  Virginia  Di 
crat  Joseph  Fisher  that  would  perrj 
charity  item  in  addition  to  the  star 
deduction.  The  proposal  got  past 
House  Ways  &  Means  Committee 
year  but  was  later  dropped.  It  is  gai 
new  momentum,  with  120  co-spoi 
in  the  House  and  30  more  in  the  Se: 
where  its  champions  are  New 
Democrat  Pat  Moynihan  and  Oregoi 
publican  Bob  Packwood. 

Keeping  the  individual  involved  i 
key  to  private  fundraising,  because 
is  where  the  money  is.  The  Amet 
Association  of  Fundraising  Counsel 
mates  that  almost  90%  of  the  $3 
billion  donated  in  1978  came  from 
viduals.  What  about  business?  Gar 
notes  that  it  has  "traditionally  st 
ties"  with  private,  nonprofit  fundra; 
but  that  these  links  have  not  been  ": 
explored."  The  tax  laws,  for  exan 
allow  contributions  up  to  5%  of  pi 
profits  as  deductions  but  the  amoui 
corporate  giving  has  consistently 
ered  around  the  1%  mark.  That  is  ha 
negligible.  Walter  Hamilton,  the  Col 
ence  Board's  vice  president  for  pt 
affairs  research,  figures  corporat 
gave  $2.07  billion  in  1978  (and  that 
not  include  the  unmeasured  value  oi 
ecutive  and  employee  time  and  ta 
afforded  such  fundraisers  as  Un 
Way).  Should  business  give  more?  Hai 
ton  reminded  the  recent  NCOP  cone 
in  Denver  that  "corporations  are  q 
tered  economic  institutions  intende 
produce  goods  and  services  needec 
the  society."  Business  executives  ha 
"fiduciary  responsibility,"  he  added, 
"the  primary  test  of  their  performani 
in  the  marketplace."  In  other  word! 
isn't  their  money. 

Corporate  giving  could,  however, 
come  a  more  integral  part  of  busines 
two-year-old  firm  in  Princeton,  N.J.,  0 
porate  Contributions,  Inc.,  has  been 
vising  a  growing  list  of  clients  on  hoi 
make  contributions.  Its  first  and  big 
customer  is  AT&T,  but  the  roster 
eludes  names  like  Johnson  &.  John 
General  Foods  and  R.J.  Reynolds.  Cha 
C.  Lee,  managing  director  of  the  f 
(who  admits  surprise  "that  we  are 
only  firm  of  our  kind"),  says  his  aim  i 
advise  management  on  how  to  use 
charity  money  to  create  a  sort  of  ret 
on  investment  in  areas  like  commui 
relations,  good  will  and  the  like.  Co] 
rate  Contributions'  idea  of  "plan 
philanthropy"  is  to  produce  a  "trace; 
result"  and  an  "identifiable  benefit." 

Charity  may  begin  at  home,  but  it 
also  fit  into  the  board  room,  Lee  thin 
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ihelped  Unibus,  Inc. 
plug  into  a  new  branch 
RF'the  power  distribution 
business  with  a  Small  Business 
\dministration  start-up  loan  and 
now  with  continuous  conventional 
financing. 


11  1?, 


provides  the  employees 
of  Bowman  Distribution 
preferential  rates  on 
installment  loans 
through  our 

On-The-Job 
loan  program. 

m 


:eeps  American  Seaway 
Foods  top-shelf  in  the 
wholesale  food  business 
(with  an  extension  of  their 
credit  line. 


50 


60 


75 


100 


sd  Great  Lakes 
ithograph  Co.  the 
nancing  for  a  new 
lini-Web  press. 


saves  a  trip  to  the  bank  for  thousands 

of  employees  with  SurePay,  the 
service  that  directly  deposits 
their  payroll  earnings  to 
participating  financial 
institutions  through- 
out the  country. 


/hierflhist 

Headquarters:  Cleveland.  Ohio 

Making  things  happen 
in  MidAmerica. 


Now  when  we  taMi 
we  each  get  $75,000  p 


with  the  Card, 
avel  Accident  Insurance. 


This  Travel  Accident  Insur- 
ance is  automatic  for  Card- 
members.  Whenever  you  charge 
your  airline  tickets  to  your 
American  Express  Cardmember 
account,  you're  covered.  And 
now  it's  $75,000  worth. Three 
times  as  much  as  before.  One 
ticket, or  a  whole  family's  worth, 
everyone  is  covered. 

So  you  can  go  directly  to 
the  gate.  Pass  the  insurance  ma- 
chines and  skip  the  forms. 
And  if  you  charge  your  ticket  in 
advance,  you're  even  covered 
on  your  way  to  and  from  the 
airport  in  a  taxi,  bus  or  airport 
limo.  Sorry,  no  balloons. 

The  policy  is  underwritten 
by  Fireman's  Fund  American  Life 
Insurance  Company,  and  the 
cost  is  included  in  the  Card- 
member  fee.  It's  all  automatic. 

Crew  of  Double  Eagle  U,  first  balloon 
to  cross  the  Atlantic:  Maxie  Anderson, 
luirry  Newman  and  Ben  Abruzzo. 


A  home  away  from  home  overseas  is  the  way  most 
Cardmembers  think  of  the  Travel  Service  Offices  of 
American  Express  Company,  its  subsidiaries  and  Repre 
sentatives.  With  helpful  people  who  speak  English  and 
understand  travel  problems.  But  don't  forget,  although 
there  are  nearly  1,000  offices  worldwide,  478  of  them 
are  in  the  U.S.  to  help  here  as  well.  Call  on  them  for 
hassle-free  business  trips,  too. 


Out  of  town 
and  out  of  cash?  Well, 
you're  not  out  of  luck  if  you're 
a  Cardmember.  The  Card  willback  your 
personal  check  at  participating  hotels  and 
motels  where  you're  a  registered  guest  and 
expect  to  pay  with  the  Card.  For  up  to  $250 
in  the  U.S.  and  Canada  and  up  to  $  100  over- 
seas, subject  to  cash  availability  and  local 
currency  regulations.  If  you  aren't  already  a 
Cardmember,  call  800-528-8000. 


The  American  Express  Card.  Don't  leave  home  without  it 


BEN  A8RU'.I°. 


Readers  Say 


Do  it  in  private 

Sir:  It  is  unfortunate  that  an  enlightened 
magazine  such  as  Forbes  would  publish 
Jtatements  that  might  deter  individuals 
from  using  toothpicks  in  public  fOc£  15). 
Ibothpicks  provide  an  effective,  natural 
way  for  a  human  being  to  locate,  arrest 
ind  prevent  gum  disease. 
■Margaret  M  Walsh 
\ssistt  mt  Profi  vssor) 
department  of Periodontology 
nu  ersitv  of  i lalifi. >ruia 
lan  Francisco,  Calif. 

Going  to  the  hat  broom  is  also  healthy,  but 
tot  usually  in  public — MSF. 


What's  the  best  hedge? 

■>m:  Re  Fohbes'  consistent  negative  view 
:owards  gold.  Most  of  the  world  does  not 
loubt  the  productive  wealth  of  the  U.S. 
-lowevcr,  it  is  justly  questioning  our  po- 
itical  and  economic  leadership  over 
nonetary  policy.  Can  you  really  fault 
lomeone  who  seeks  a  hedge  against  an 
llmost  infinite  and  ever  expanding  num- 
ber of  paper  dollars  now  convertible  into 
barter — and  soon  maybe  Kennedy? 
-Deyan  it  Popovic 
'resilient, 

ndividual  Investors,  Inc 
Jew  York,  NY 

>n<:  Man's  preoccupation  with  gold  has 
tlways  perplexed  me.  Whether  the 
loomsayers  are  right  or  wrong,  the  ulti- 
nate  hedge  for  both  nations  and  individ- 
rals  will  always  be  personal  resourceful- 
ness and  productivity. 
-Paul  IX  Nielsen 
ivermore,  Calif. 


Better  performer 

>ih:  In  "Fearless  Forecast  Revisited'V.Vor 
'2),  analysts  estimate  our  1979  earnings 
it  $4.64  per  share.  We  have  already  re- 
>orted  earnings  per  share  of  $4.49  for  the 
irst  nine  months  of  this  year. 
-John  P  Fishwick 
Resident  and  CEO, 
Norfolk  anil  Western  Railway  Co. 
'oanoke,  Va. 


Long-reigned  dinosaurs 

>ih:  In  your  editorial  1  Bewildering  Wil- 
lemess  Wildncss"  (Fact  and  Comment, 
toy  12),  you  make  the  rather  astounding 
itatement  that  "if  our  Stone  Age  prede- 
cessors had  set  about  safeguarding  dino- 


saurs, where  do  you  suppose  we'd  be?  We 
wouldn't."  The  dinosaurs  were  absolute 
rulers  of  the  earth  for  140  million  years. 
By  comparison,  man  has  existed  perhaps 
5  million,  and  has  had  writing  and  tech- 
nology fox  only  a  tiny  fraction  of  that 
span — perhaps  8,000  years. 

I  agree  that  our  resources  should  not  be 
too  heavily  restricted  in  their  use.  But 
perhaps  if  we  can  learn  to  exist  with 
them  as  well  as  did  the  dinosaurs,  we, 
too,  may  rule  the  earth  for  another  135 
million  years. 
— Kenneth  B.  Sherman 
S  Berlin,  Mass 


MSF  and  Me  Generation 

Sir:  Has  MSF  gone  dotty?  He  must  have, 
to  make  that  kind  of  commencement 
address  at  Pace  University  (Fact  and 
Comment,  Oct.  29).  He  said,  among  other 
things,  "Just  attend  to  yourselves"  and 
"There's  nothing  to  be  ashamed  of  about 
being  of  the  'Me  Generation.'  " 

You're  lucky  you  are  getting  old,  Mal- 
colm. You  probably  won't  be  around  to 
see  the  mess  this  country  will  be  in  with 
that  kind  of  philosophy  predominating. 
— Ralph  B.  Strang 
Pontiac,  Mich, 

Sih:  I  was  particularly  taken  with  MSF's 
"Commencement  Prescription  From  An 
Unqualified  Doctor."  Having  just  com- 
pleted two  commencements — a  B.A.  and 
an  M.B.A. — I  was  not  moved  by  the  ad- 
vice given  at  those  commencements.  I 
read  your  prescription  to  my  two  off- 
spring and  it  definitely  imparted  what  my 
thoughts  are  to  today's  "Me  Generation." 
—Cruse  W.  Moss 
President  and  CEO, 
White  Motor  Corf). 
Farmington  Hills.  Mich 


Social  visit 

Sih:  Re  your  article  on  Poland's  debtfOcf. 
15).  In  response  to  your  reporter's  solici- 
tation of  my  views  on  the  visit  to  New 
York  by  two  Bank  Handlowy  officers,  I 
responded  that  I  believed  the  primary 
purpose  of  the  visit  was  for  the  bank's 
recently  appointed  president,  Marian 
Minkiewicz,  to  become  acquainted  with 
the  American  financial  institutions  with 
which  he  will  be  dealing  as  head  of  the 
Polish  bank.  When  your  interviewer 
sought  to  have  me  comment  on  the 
country's  need  to  borrow,  I  stated  that  in 
the  indefinite  future  the  Poles  may  desire 
to  borrow  but  at  the  same  time  I  stressed 
that  I  would  expect  any  such  discussions 


to  be  conducted  quite  separately 
the  visit  by  Mr.  Minkiewicz. 

—Walter  /  Baranetshy 
Vice  President, 

Morgan  Guaranty  Trust  Co.  of  N.  Y. 
New  York,  NY 


There's  a  difference 

Sir:  Re  your  challenge  (Fact  and 
ment,  Nov.  12)  to  name  six  of  Ca 
cabinet  members.  Does  Fohbes  ei 
public  visibility  with  competence? 

—Nancy  H  Wilson 
Ithaca,  N  Y. 

Good  point — MSF. 


Good  table  getter 

Sir:  Thanks  very  much  for  giving 
such  a  prestigious  audience  (Other  ( 
ments,  Nov.  12).  When  my  name  ap] 
in  Forbes,  I  get  a  good  table  for  mc 
afterwards. 
— Ertna  Bombeck 
Paradise  Valley,  Ariz. 


He's  not  alone 

Sir:  This  morning  I  awoke  at  3:30 
with  those  anxiety  attacks  preval 
among  small  businessmen  who 
risked  their  entire  savings.  I  readll 
most  recent  issue  of  Forbes.  No,  ij| 
not  put  me  back  to  sleep.  Rather,  it 
me  the  drive  necessary  to  keep  gel 
The  articles  I  read  were  from  your  sp»| 
report  on  venture  capital  (/Vor.  12). 

You  feel  you  are  all  alone  when  yoil 
starting  a  business.  Your  magazine  [ 
you  know  there  are  others,  and  si| 
have  succeeded  magnificently. 
— Richard  M.  Schroder 
Professional  Typing  Service 
Bethlehem,  Penna 


Real  tonnage  increase* 

Sir:  Your  article  on  Southern  Railll 
(Oct  1)  states  that  Southern's  tonii| 
volume  rose  38%  between  1971 
1977,  while  SCL's  rose  7.8%  and  U5>| 
8.8%.  The  correct  figures  for  the  til 
carriers'  increase  between  1971  and  If 
are:  Southern,  11.1%;  L&N,  11.9% 
SCL,  7.8%. 
— Edwin  E.  Edel 

Vice  President,  Corporate  CommunicatU 
Seaboard  Coast  Line  Industries.  Inc. 
Jacksonville.  Fla 
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12  years  to  allow  a  blend  of 
le  finesrwhiskies  to  marry  per- 
!cdy.  To  achieve  an  unrivaled' 
moodiness.  And  an  absolutely 
smarkable  richness  of  taste.  . 

Grand  Award.  No  other 
Canadian  whisky  tastes  like  it. 

No  other  is  presented  at 
'0.4  proof. 

And  in  the  tradition  of  items 
i  rare  and  exceptional  quality. 
nlv  a  limited  amount  of  Grand 
wvard  is  available  each  year. 


i979GRAW  AWARD-12  Years  Oil  90 A  Proof.  Imported  in  the  bottle  from  Canada  by  Hiram  Walker  Importers,  Inc.,  Detroit,  Mich.  Blended  Canadian  Whisky. 


Why  choose  a  Diesel 
from  a  line  of  cars 
when  you  can  choose 

a  Mercedes-Benz 
from  a  line  of  Diesels? 


For  1980,  Mercedes-Benz  builds  3 
Diesel  sedans,  a  Diesel  station  wagon 
and  a  Diesel  coupe,  3  different  Diesel 
engines  and  2  transmissions— and 
no  other  car  maker  does.  Such  choice 
is  only  one  benefit  of  a  Diesel 
tradition  44  years  long,  and  growing 
timelier  by  the  day. 

Take  your  time  as  you  carefully 
examine  the  unique  line  of 
Mercedes-Benz  Diesels.  Should  it 
be  the  extraordinarily  efficient 
four-cylinder  240  D  Sedan?  Or  is 
the  potent  five-cylinder  300  D 
Sedan  more  to  your  liking?  Many 
minds  and  hearts  have  been  cap- 
tured by  the  charm  and  utility  of 
the  300  TD  Station  Wagon.  Those 
with  a  taste  for  the  exclusive  are 
much  taken  with  the  limited  edition 
300  CD  Coupe.  And  in  a  class  by 
itself  is  the  turbocharged  perfor- 
mance Diesel-the  300  SD. 

A  delicious  dilemma.  Choose 
the  one  that  precisely  fits  your 
needs.  Then  prepare  to  reap  the 
engineering  dividends  that  set 
Mercedes-Benz  Diesels  apart  from 
all  other  Diesels,  from  all  other- 
cars. 

More  power  for  1980 

Note  that  those  dividends  are 
enriched  for  1980.  New  pistons, 
new  camshafts  and  improved 
precombustion  chamber  design- 
fitted  to  various  engines— help 
give  the  five  Mercedes-Benz 
Diesels  a  strong  performance  boost, 
without  spoiling  their  famous  fuel 
efficiency. 

For  1980,  even  cold  weather 
performance  is  improved.  An 
ingenious  "pin-type"  start  device 
can  get  a  cold  engine  going— even 
on  a  32°F  day— in  five  to  seven 
seconds,  and  at  5°F,  in  about 
eleven  seconds.  With  this 
timely  advance,  Diesel  cold- 


weather  starting  pains  should  now 
be  a  thing  of  the  past. 

Economy  a  thing  of  the  present 

The  1980  Mercedes-Benz  240  D 
Sedan  is  a  solid  1.5-ton  automobile 
that  happens  to  outperform  every 
other  compact,  mid-size  and  large 
car  on  the  road  today  in  fuel 
mileage  as  listed  in  the  official  FPA 
fuel  economy  information  for 
1980,  published  Sept.  7,  1979. 
Figures  for  every  Mercedes-Benz 
Diesel,  in  fact,  may  seem  almost 
too  good  to  be  true  for  such 
capable,  civilized  automobiles.  But 
the  fuel  estimates  below  suggest 
that  a  car  needn't  be  undersized  or 
underpowered  to  deliver  heart- 
warming fuel  economy.  It  simply 
needs  to  be  efficiently  engineered. 


1980  EPA  fuel  economy  estimates 


Model 

Est. 

Est. 

mpg: 

range: 

240  D(Man) 

28 

481.6  mi. 

240  D  (Auto) 

26 

447.2  mi. 

300  I) 

23 

485.3  mi. 

300  CD 

23 

485.3  mi. 

300  TD 

23 

425.5  mi. 

300  SD 

24 

520.8  mi. 

Compare  this  to  other  cars.  Your 
mileage  may  differ  depending  on 
speed,  weather  conditions  and  trip 
length.  California  estimates  vary. 

Efficient  performance 

Each  Mercedes-Benz  Diesel  for 
1980  comes  fitted  with  technical 
features  that  stamp  it  more  as  a 
performance  than  a  mere  econ- 
omy car:  fully  independent 
suspension,  for  instance.  Four- 
wheel  disc  brakes.  Front  and  rear 
anti-sway  bars.  Gas-pressurized 
shock  absorbers.  Recirculating-ball 
steering. 

On  rain-slicked  highways,  on 
rutted  back  roads,  in  mountain 


bends— that  dry  list  comes  vividly 
alive.  Economy  needn't  mean  a 
drab  driving  life;  first  and  fore- 
most, a  Mercedes-Benz  Diesel  is  a 
driver's  car. 

Above  all,  safety 

It  is  also  a  safety-conscious  car. 
There  are  120  safety  f  eatures  be- 
tween you  and  the  road,  every  one 
standard  equipment— whether 
Federal  law  requires  them  or  not. 
The  fact  that  more  than  half  are 
Mercedes-Benz  requirements 
reflects  forty-four  years  of  fanatic 
devotion  to  the  subject  of  safety. 
Quality  service: 
reaffirmed  commitment 

With  every  new  Mercedes-Benz 
comes  a  dual  commitment:  to  pro- 
vide unparalleled  engineering  in 
its  cars  and  to  provide  unparal- 
leled service  — through  the  unstint- 
ing ef  forts  of  over  400  authorized 
Mercedes-Benz  dealers  across  the 
United  States. 

Last  but  not  least 

When  you  think  about  the 
Mercedes-Benz  Diesel  for  1980, 
you  might  do  well  to  think  ahead 
to  1983  and  consider:  historically, 
a  three-year-old  Mercedes-Benz 
Diesel  has  been  shown  to  retain 
nearly  80%  of  its  value.  A  resale 
performance  no  domestic  luxury 
car  can  even  approach. 

Efficient  in  fuel  mileage,  effi- 
cient in  performance,  efficient 
even  in  resale  value.  Remarkable 
cars,  these  Diesels.  Just  what  you'd 
expect  from  Mercedes-Benz,  in 
times  like  these. 


Engineered  like  no  oth"r 
car  in  the  world 


©  1979  Mercedes- Benz  of  N.A.,  Inc. 


Tis  the  season  for  gift  giving. 

So  what  better  time  to  give  your  business  a  gift  ? 

Especially  one  that  gives  so  much  in  return. 

The  new  IBM  Electronic  75  Typewriter  has  a 
remarkable  memory  that  can  store  and  automatically 
retype  7,500  characters. 

Now  when  you  have  something  to  retype,  the 
typewriter  can  type  it.  Automatically. 

And  thanks  to  the  memory,  when  you  have  to 
make  changes,  you  type  only  the  changes.  The 
typewriter  types  the  rest.  Error  free. 

It  even  lets  you  create  new  documents  by  com- 
bining stored  sentences  and  paragraphs.  Or  by 
combining  stored  typing  with  original  typing. 

The  new  IBM  Electronic  75  also  has  automatic 
erasing,  centering,  underlining,  indenting,  num- 
ber alignment,  and  column  layout. 

So  as  the  old  year  quickly  passes,  give  your  IBM 
Office  Products  Division  Representative  a  call. 

Ring  out  the  old,  ring  in  the  new. 


Office  Products  Division 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in  Chief 


WOULD  THAT  OUR  FURY  AT  KHOMEINIAN  IRAN 


ong  enough  and  long-lasting  enough  to  make  us  willing 
y  the  price  for  never  again  being  put  in  such  a  blackmail- 
bind.  President  Carter's  ban  on  Iranian  oil  was  a  good 
er. 

ght  now,  while  our  sense  of  outrage  at  our  energy  vulner- 
ty  is  at  a  high,  let's  slap  a  $1  tax  on  top  of  the  present  $1- 
a-gallon  cost  of  gas.  That'll  be  tough  enough  to  sharply  cut 
uge  quantity  we  wantonly  waste. 
fee  95%  of  the  immense  revenues  this  tax  will  produce  to 
ideate  the  projected  Social  Security  tax  increases,  to  reduce 
income  tax  rates  and — very  important — to  slash  dramati- 


cally the  time  required  to  amortize  new  equipment,  new 
plants,  new  machinery. 

The  other  5%  can  be  used  to  rebate  to  some  degree  those  to 
whom  a  subsidized  gas  price  would  be  warranted  in  the  public 
interest. 

Two-buck-a-gallon  gas  would  lessen  the  demand  for  some- 
thing that  subjects  us  to  blackmail.  The  tax  reductions 
suggested  above  would  more  than  offset  the  inflationary 
impact,  and  they'd  insure  that  we  would  avoid  a  lengthy 
recession.  Recession  wouldn't  cure  but  would  aggravate  the 
inflation  cancer. 


WHO'D  BEGRUDGE  CHRYSLER  A  FEDERAL  LOAN  GUARANTEE 

EO  Lee  Iacocca  announced  a  wartime-like  crash  program  Or  if  he  made  a  deal  to  get  promptly  into  production  (on  a 
jring  swiftly  on  stream  the  hundred-mile  commuter  urban-  royalty  basis)  Mercedes'  in-the-wings  methanol-  or  hydrogen- 
jirban  electric  car?  run  auto  engine?  Or  Honda's  to-come  55-mpg  job? 


HOUSING'S  IN 

^catastrophically  so.  It's  not  that  present  nigh-incomprehen- 
I  interest  rates  aren't  turning  buyers  off;  it's  the  fact  that,  at 
;|  price,  mortgage  money  is  harder  and  harder  to  come  by. 
ings  and  Loans  and  other  sources  for  mortgage  funds  are 
jig  their  loanable  greenies  since  their  depositors  have  high- 
jiterest,  short-term,  long-term  and  relatively  stringless 
Iner  pastures. 

lousing  has  boomed  despite  rocketing  inflation  because  it's 
ice  to  hang  one's  hat  (er,  two  hats)  and  raise  one's  kids.  It's 
mbination  of  relative  necessity  and  the  American  Dream. 


TROUBLE  BUT 

And  don't  forget,  a  pad  of  one's  own  is  as  important  to  singles, 
to  retireds,  as  well  as  to  what  are  euphemistically  called  these 
days  "family  formations,"  as  it  is  to  traditional  families. 

It's  not  how  many  years  the  mortgage  may  run,  it's  how 
much  a  month  vis-d-vis  roaring  high  rents.  Whether  the 
payout  is  for  30  years  or  more  instead  of  15  or  20  is  relatively 
irrelevant.  So,  despite  the  crepe-hangers,  despite  the  tamping 
down  of  way  overblown  housing  prices  these  days,  starts  will 
be  at  a  full  head  of  steam  again  when  financing's  available.  At 
most  any  old  rate. 


IF  TEDDY  HAS  TO  RUN  ON  CHAPPAQUIDDICK 


S  in  deep  water. 

herring  to  Roger  Mudd's  CBS  TV  Kennedy  special  and 
i  Senator's  rambling  responses,  a  not-so-unhigh  White 
s.se  lady  told  me,  "President  Carter  should  demand  equal 
ji  and  use  that  equal  time  to  replay  the  Mudd  show."  She 
ited  out  that  Kennedy's  relatively  unsharp  jawboning  had 
:  been  seen  by  most  because  millions  more  of  the  televi- 


sion audience  were  watching  the  movie  Jaws. 

What  with  Iran,  energy,  inflation,  recession  and  one  or  two 
other  wee  items  of  moment,  I  find  it  hard  to  believe  that  pundits 
of  press  and  television  can  keep  the  Democratic  presidential 
primary  as  focused  on  Chappaquiddick  as  it  has  been  to  date. 
For  this  first  spell  following  his  presidential  plunge,  Kennedy 
has  taken  a  pasting  the  like  of  which  I  wouldn't  have  believed 
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possible — to  wit,  the  likes  of  this  devastating 
Oliphant  cartoon  in  the  Washington  Star. 

Then  there  are  those  caustics  who  claim  Ken- 
nedy's Inner  Sanctum  prefers  the  focus  on  Chap- 
paquiddick  so  as  to  keep  Teddy's  record  on  issues 
out  of  the  spotlight. 

But  I'm. still  very  much  afraid  that  when  the 
ballot-box  chips  are  cashed  in,  Carter's  stash  of 
presidential  power  chips  will  be  inadequate  to 
offset  primary  losses.  Can  you  imagine  Jimmy 
carrying  Illinois,  New  York,  Pennsylvania,  Ohio 
and  California  against  Teddy — Chappaquiddick 
notwithstanding? 


THROWING  REAL  EGGS  AT  POLITICOS 

is  intolerable  and  public  figures  who  take  this  splattering 
"good-naturedly"  reflect  a  lack  of  judgment  that  should  affect 
their  electability.  It's  rotten  eggs,  not  merely  fresh  types,  who 
throw  'em,  and  they  should  be  dealt  with  on  the  spot  by  the 
Law,  under  the  law. 

Pelting  politicos,  fisticuffs  and  other  physically  radical  pro- 
tests endanger  every  value  this  country  stands  for.  An  office- 
seeker  who  doesn't  prosecute  doesn't  deserve  public  office. 

The  way  New  York's  Mayor  Koch  reacted  to  being  struck  in 
the  eye  with  a  fist  and  to  having  an  egg  smashed  on  his  face  at 
a  convention  of  the  American  Public  Health  Association  in  the 
New  York  Hilton  should  win  him  meaningful  medals  for 
superior  conduct:  "This  is  not  Iran.  Someone  has  to  stand  up 
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Man  (with  beard)  being  subdued  after  hitting  May- 
or Koch  with  fist  and  egg  (shown  near  Mayor's  eye). 


against  these  nuts,"  said  the  Mayor.  He  followed  this  u 
going  to  court  and  filing  charges  against  the  three  culprits 
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UV  INDUSTRIES— THE  PRYING  PAN  'N'  THE  PIRE 


If  UV  Industries  stockholders  could  grab  all  cash  and  run 
from  either  Victor  Posner's  embrace  or  Reliance  Group's  Stein- 
berg, they  doubtless  should. 

But  that's  not  the  option.  As  between  what  seems  like 
Posner's  more  and  Steinberg's  bit  less,  they'd  be  better  off 

MERV9  TV'S  HOST 

Through  coincidence,  three  times  in  ten  days  I  was  exposed 
firsthand  to  Merv  Griffin,  the  overwhelmingly  favorite  Good 
Guy  of  the  country's  multimillion  TV  viewers,  among  whom 
none  more  so  than  my  wife. 

So  when  I  was  asked  to  discuss  inflation  with  Alfred  Kahn, 
that  genial  Impresario  of  the  Impossible  (i.e.,  implementing 
wage  and  price  guidelines),  my  status  on  the 
home  front  soared. 

A  few  days  after  that  taping,  we  were 
among  the  extensive  press  group  invited  to 
witness  Merv's  2,000th  show  hosted  on 
John  Kluge's  Metromedia  network,  to 
whose  extraordinary  success  the  Griffin 
Show  has  contributed  much. 

And  three  nights  later,  Merv  covered  the 
Men's  Fashion  Association  of  America's  an- 
nual awards  to  those  considered  "to  have 
enhanced  the  American  Image."  My  wife 


taking  the  Bit  Less  and  getting  a  real  more. 

Merrill  Lynch  is  counseling  Reliance,  so  their  advice  is  a 
be  sensible. 

If  Salomon's  counsel — they  are  advising  UV  Industries 
better  than  in  the  IBM  debacle,  Reliance  should  be  in. 


Merv  to  M.S.F. 


WITH  THE  MOST 

couldn't  attend  to  witness  me  getting  one — she  was  at  honi 
pain  from  having  split  her  sides  laughing  over  the  idea  oi 
figuring  in  a  fashion  award.  (We  learned  at  this  event 
clothes  you  and  I  would  term  baggy,  loose  or  ill-fitting, 
High  Rag  designers  call  "unconstructed.") 
Anyway,  having  watched  the  relaxed  and  warm  way 
Mr.  Griffin  over  the  decades  has  welco 
top  talent,  launched  innumerable  new 
ent,  and  nicely  but  effectively  had  pu 
figures  in  every  field  explain  themselve 
their  fellow  citizens,  one  can't  help  but 
vel  at  how  he  does  it.  To  stay  alive  an 
lively  under  constant  intense  show  biz  p 
sures  is  unique. 

Among  newsmen,  the  ultimate  accola 
to  refer  to  one  of  their  number  as  a  new  ^ 
perman's  newspaperman.  In  the  TV  indu 
a  similar  accolade  applies  to  Merv  Griffi; 
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ALL  IN  THE  FAMILY 


Isn't  it  a  thrill  to  see  such  contagious 
childhood  glee? 

These  are  the  twins  among  our  five  grand- 
daughters, shown  on  the  back  cover  of  the 
newest  book  with  which  Forbes  is  connect- 
ed—Toy Boats,  A  Pictorial  History  1870- 
1955,  just  published  by  Scribner's  (see  p. 
\\126) .  The  fantasyful  photographs  were  most- 
ly made  by  professional  photographer  son 
Robert,  who  also  played  a  key  role  in  assem- 
bling the  more  than  300  toy  boats  in  this 
collection.  They  are  on  public  exhibition  in 


Washington,  D.C.  at  the  National  Geograph- 
ic Society's  Explorer's  Hall  now  through  Feb. 
10,  and  the  display  is  the  most  exciting, 
imaginative  one  I've  ever  seen  involving 
toys  and  the  recollection  of  them. 

Christmas  is  the  principal  time  for  toys, 
and  this  color-filled  volume  will  be  as  fasci- 
nating to  the  rest  of  us  as  to  antique  buffs, 
collectors  and  kids.  The  things  of  childhood 
make  a  lasting  impression  throughout  one's 
life,-  if  they're  playwithable,  imaginative 
and  beautiful,  it's  important. 

VIVE  LA  LEHR! 


i  all  know  from  experience  or  from  countless  humorous 
from  others  of  good-willed  efforts  to  use  the  language  in  a 
gn  land.  The  kicker  invariably  is  that  one  is  promptly  put 
i  by  a  response — in  impeccable  English — to  the  effect, 
at  is  it  you're  trying  to  say?" 

tead  of  reacting  with  embarrassment,  chagrin  or  confu- 
the  wife  of  3M's  new  chieftain,  Lewis  Lehr,  struck  a 
lificent  one  for  us  all. 

STOP  MAKING  A  SPECTACLE 

of  yourself;  if  you  can't  see,  get  glasses. 


When,  in  her  best  just-finished-six- week-Berlitz  French,  she 
asked  for  their  reservation  at  a  hotel  and  got  a  snooty,  "What  is 
it  Madame  desires?"  by  way  of  response,  our  irked  but  un- 
daunted heroine  shot  back:  "I  just  spent  $600  learning  your 
cotton-pickin'  language  so  you  can  damn  well  humor  me  by 
speaking  to  me  in  French!" 

With  embarrassment  roles  thus  beautifully  reversed,  the 
clerk  sheepishly  complied. 

VESTS  ARE  SO  SILLY 

unless  you  have  a  Phi  Beta  Kappa  key. 


I        By  M .  S.  Forbes  Jr. 

I  The  windfall  profits  tax  should  be 
libeled  "The  OPEC  Aid  Act  of  1979." 
7o  most  Americans,  the  levy  will 
merely  siphon  off  for  the  government 
pme  of  the  cash  flooding  into  oil 
I  ompany  coffers.  We're  going  to  pay  a 
irice  for  that  kind  of  thinking. 
I  The  windfall  profits  tax  is  actually 
n  excise  or  sales  tax  on  U.S.  crude  oil 
evenues.  It  has  nothing  to  do  with 
profits.  It  sharply  reduces  the  price 
[rude  oil  producers  will  get  for  pump- 
ing oil.  Is  that  the  way  to  encourage 
nore  production,  more  exploration? 

Another  disincentive  is  the  legisla- 
ion's  mind-numbing  complexity, 
with,  numerous  categories  of  oil,  each 
[ubject  to  a  different  tax.  Confusion, 
jnammoth  under  the  existing  set  of 
pnvoluted  rules,  will  grow  ever  more. 
Litigation  will  increase. 

Even  without  the  windfall  tax,  fed- 
eral, state  and  local  governments 
Lould  receive  from  50%  to  60%  of 
ny  rise  in  wellhead  crude  oil  prices 
hrough  existing  taxes, 
f  There  are  a  number  of  myths  that 
re  fueling  public  support  for  the 
windfall  profits  tax,  which  was  origi- 
nally proposed  to  take  away  "excess 


HELPING  OPEC 

revenues"  that  would  accrue  to  oil 
companies  as  a  result  of  President 
Carter's  program  to  gradually  free  oil 
prices  by  late  1981. 

The  lion's  share  of  new,  producing 
oil  and  gas  wells  are  drilled  in  this 
country  by  independents  and  wildcat- 
ters, most  of  them  marginal,  not  by 
oil  giants. 

The  bulk  of  oil  company  profits  has 
been  reinvested  in  energy.  Capital  ex- 
penditures by  the  oils  have  exceeded 
the  industry's  aftertax  profits  for  de- 
cades. Since  1973,  for  instance,  cap- 
ital outlays  averaged  1.8  times  earn- 
ings. In  the  first  half  of  this  year, 
when  reported  profits  were  surging, 
capital  spending  exceeded  earnings  by 
more  than  50% .  That's  why  oil  com- 
panies' indebtedness  has  gone  up,  not 
down,  in  recent  years. 

Given  the  enormous  surge  in  the 
cost  of  drilling  and  exploration,  taxing 
away  capital  from  the  oil  industry  is 
self-defeating  to  our  goal  of  less  de- 
pendence on  OPEC. 

Decontrol  will  raise  consumer 
prices  hardly  at  all.  We  have  already 
been  paying  world  market  prices  for 
gasoline,  heating  oil  and  other  refined 
products  despite  restrictions  on  crude 
oil  charges.  The  wholesale  price  of  gas 


in  New  York  and  in  Rotterdam  is  al- 
most identical.  Gasoline  costs  much 
more  in  Europe  and  Japan  because 
they  have  significantly  higher  gaso- 
line taxes. 

Controls  have  transferred  revenues 
from  oil  producers  to  oil  refiners,  deal- 
ers, brokers  and  others  in  the  distribu- 
tion chain.  The  net  profits  of  the 
whole  U.S.  oil  industry  will  not  be 
much  changed  by  decontrol.  There 
would  simply  be  more  revenue  for 
producers,  less  for  refiners  and  distrib- 
utors. The  windfall  profits  tax  would 
intercept  that  intra-industry  transfer, 
reducing  overall  profitability. 

U.S.  gasoline  and  heating  oil  prices 
have  surged  because  OPEC  has  been 
relentlessly  jacking  up  the  cost  of  oil. 
The  rise  in  domestic  oil  earnings  is  a 
one-shot  inventory  profit.  In  1974, 
when  OPEC  quadrupled  oil  prices,  the 
return  on  equity  for  American  oil 
companies  almost  doubled  to  23%.  A 
year  later,  the  return  on  equity 
plunged  to  around  13%. 

The  windfall  profits  tax  should  be 
killed  by  Congress,  if  irresponsible  po- 
litical demagoguery  doesn't  make 
them  chicken.  Otherwise,  we're  go- 
ing to  help  OPEC  tighten  its  grip  on 
our  independence. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Libyan  Democracy 

Last  year,  Colonel  Qaddafi  .  .  .  invited 
workers  to  take  over  the  means  of  pro- 
duction, contending  that  they  should  be 
"partners  not  wage  earners."  Employees 
emptied  the  office  safes  and  divided  up 
the  cash.  The  businesses  are  now  being 
run  by  "worker  committees.  .  .  ." 

Additional  disruption  was  caused  by 
Colonel  Qaddafi's  directive  that  the  Lib- 
yan armed  forces  be  bolstered  by  con- 
scription. Thousands  of  young  Libyans 
were  rounded  up  from  offices,  coffee 
houses,  movie  theaters  and  even  airport 
lounges.  The  authorities  surrounded  the 
local  stadium  during  a  football  game  and 
hauled  off  to  the  army  any  spectators 
who  could  not  prove  military  service. 

— Christopher  Wren, 
The  New  York  Times 

$2  Savings  More  than  9 1 

A  heftier  federal  tax  is  the  most  prom- 
ising idea  now  on  the  horizon  to  hold 
down  gas  guzzling.  If  a  driver  figures  to 
save  $2  instead  of  today's  $1,  by  not 
buying  a  gallon  of  gas,  he  or  she  will  have 
a  substantial  stimulus  to  conserve.  .  .  . 
Cost  to  the  public  would  be  balanced  by 
comparable  cuts  in  other  of  our  present 
taxes.  All  the  additional  gas  tax  would  go 
back  to  the  public,  not  to  the  oil  compa- 
nies or  the  government.  That  point  bears 
emphasizing. 

— U.S.  News  &)  World  Report 

Strength  from  Fear 

Defeat  is  the  great  teacher.  Young 
fighters  think  they  are  beyond  harm. 
They'll  live  forever.  Youth  will  never  end. 
They  will  always  be  swift  and  strong.  But 
a  young  man  who  thinks  he  is  invulnera- 
ble has  no  fear,  and  without  the  thin  wire 
of  fear  a  fighter  learns  nothing. 

— Pete  Hamill,  Fighters 

Attacking  the 
Energy  Problem 

At  the  height  of  the  Arab  oil  embargo  in 
December  1973,  Los  Angeles  faced  a  se- 
vere fuel  shortage.  A  group  of  civic  leaders 
asked  everyone  to  cut  energy  use.  .  .  The 
plan  was  an  enormous  success.  Without 
increasing  unemployment  the  city  cut 
energy  consumption  nearly  17%.  Busi- 
ness and  citizens  were  given  a  goal  and 
allowed  to  reach  it  however  they  wished. 
If  one  person  watched  television  in  dark- 
ness and  another  left  the  television  off 
and  kept  the  light  on,  both  choices  were 
valid.  Many  retailers  rescheduled  clean- 


ing crews  so  that  lights  were  not  burned 
at  night.  .  .  .  On  a  national  basis  such  a 
plan  could  use  utility  billing  records  to 
monitor  compliance.  It  would  not  require 
a  huge  bureaucracy.  .  .  . 

—Philip  M.  Hawley,  CEO 
Carter  Hawley  Hale  Stores,  Inc. 

A  Revolution  Resulted 

From  Bill  of  Particulars  against  George 
EI,  U.S.  Declaration  of  Independence, 
July  4,  1 776:  "He  has  erected  a  Multitude 
of  new  Offices  and  sent  hither  Swarms  of 
Officers  to  harass  our  People,  and  eat  out 
their  Substance.  .  .  ." 

— R.T  Steinmetz,  Auburn,  Wash. 

Scalding  Baldy 

Telly  Savalas  has  the  smug,  self-ab- 
sorbed manner  of  someone  modeling 
his  own  line  of  men's  leisure  wear  and 
jewelry. 

— Vincent  Canby, 
reviewing  Escape  to  Athena 

Time  Is  the  Key 

Our  fundamental  makeup  is  Puritan. 
Maybe  the  whole  of  Western  Civiliza- 
tion is  basically  Puritan.  It  has  to  do  with 
the  work  ethic,  with  discipline,  with  the 
male  being  the  breadwinner  as  well  as 
the  soldier.  But  if  you  have  a  civilization 
based  on  technology  and  the  fact  that 
most  people  have  to  be  somewhere  at 
eight  o'clock  in  the  morning,  then 
there's  got  to  be  social  discipline  of  one 


kind  or  another.  The  most  Purill 
society  I  know  is  the  Soviet  Unioil 
hasn't  to  do  really  with  private  prcl 
it  has  to  do  with  the  fact  that  maf 
have  to  be  tended. 

The  only  kind  of  society  wher«| 
tanism  wouldn't  work  is  where 
and  woman  were  living  in  the  mic| 
certain  climate  like  the  Bahamas 
you  could  go  out  any  time  and  pic  | 
figs — where  it's  not  based  on 
think  time  is  the  big  factor.  Our  cil 
tion  is  based  on  time,  as  it  has  to  rj| 
— Arthur  Miller,  intenl 
in  Scavullo  o\ 


People  arent  dopes  out  f| 
That's  why  stores  that  ch 
$1,800   for    ashtrays  1| 
trouble  surviving. 

— Dick  Carroll,  a  n 
in  Beverly  Hills, 


He's  Probably  Right 

Rejection  of  the  treaty  would  be 
more  important  vis-d-vis  our  allies 
the  Soviets.  For  example,  Schmidt 
German  Chancellor]  might  say: 
God,  if  U.S.  presidents  are  so  ineff> 
that  three  of  them  can  negotiate  a 
and  not  get  it  ratified  in  the  St 
maybe  I'd  better  reassess  things 
make  my  own  deal  with  the  Soviet 
— Malcolm 

former  U.S.  Ambassador  to  the  U. 

Terrible  Tots 

There  are  three  terrible  ages  of  < 
hood— 1  to  10,  10  to  20,  and  20  to  3 
— Cleveland  Ai 
Signature  mag 
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"Well,  I  see  that  our  time  is  just  about  up. " 

Drawing  by  Koren;  ©1979  The  New  Yorker  Magazine.  Inc. 
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01R  $69  SOLAR  ALARM. 
A  CHALLENGE  TO  EVERY  CHRONOGRAPH 

IH  THE  WORLD 


People  are  bumping  into  more 
:h  ads  these  days  than  at  any  other 
it  in  history. 

And  if  you  think  companies  like 

0  with  their  $295  solar  alarm 
jnographs  are  fighting  hard  for 
ace  on  your  wrist,  you  should  see 
rattle  in  the  Under- $100-Watch 
sgory. 

It's  Dog  eat  Dog. 

So  where  did  we  get  the  gumption 
ffer  another  popular-priced  mini- 
ius  through  the  mail?  You'd  have  it 
if  you  had  this  watch. 
Our  $69  Xernus  (its  price  in  stain- 
provides  every  watch  and  stop- 
:h  function  you  could  ask  for  (see 
:ription  below). 

Even  more  important,  it  offers  a 

1  of  workmanship  and  design  that 
just  won't  find  elsewhere— at  even 
or  $30  more. 

We  know,  we've  looked. 
Its  display  is  liquid  crystal;  the  digits 
^risp  and  clear.  You  get  the 
/hmmon  convenience  of  a  24-hour 
m,  precise  time  information  for  two 
Tent  time  zones.  Plus,  the  latest  solar 
technology — to  keep  your  Xernus 
king  for  up  to  5  years  on  its  original 
)f  batteries.  And  with  an  uncanny 
3  seconds  per  month  quartz  accu- 
'.  By  the  way,  Xernus  is  pronounced 
I  us. 

Its  case,  bracelet  and  back  are 
hined  from  solid  stainless  steel, 
bad  of  the  thinly  plated  chrome  con- 
ption  you  find  on  virtually  all  other 
pnographs  at  or  near  its  price. 
It's  also  an  incredible  8mm  thin. 


S  Sharper  Image 


Much  thinner  than  the  Texas  Instruments 
alarm  chronograph;  much,  much 
thinner  than  both  the  widely  advertised 
Advance  and  Wmdert.  Xernus  is  even 
trimmer  than  the  comparably  clever 
$295  Seiko.  By  more  than  2  mm. 

Want  more?  You  get  a  face  crystal 
that's  made  from  tough,  hard  mineral 
glass.  Most  other  chronographs  in  this 
price  field  give  you  nothing  better  than 
scratch-prone  plastic. 

As  a  Xernus  owner,  you  can  also 
feel  secure  about  moisture  and 
perspiration.  We  know,  because  Xernus 
has  even  survived  our  12-hour  water 
immersion  test. 

Save  $60  while  Xernus  is  hungry. 

This  isn't  a  small  watch  company, 
or  even  a  very  new  one.  In  fact,  this  pio- 
neer in  microcomputer  timepieces,  has 
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Stopwatch 
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See  hours,  minutes, 
seconds  (or  date), 
plus  AM/PM  and 
day  ot  the  week. 

12-hour  timing 
to  1/10  second. 
Even  lap  and 
1-2  finishes. 

Set  for  AM  or 
PM.  Audible 
beep  lasts  a  full 
minute. 


Set  time/date 
for  2  time  zones. 
End-of-month 
adjustment  Is 
automatic. 

Push  a  button 
for  bright  face 
Illumination. 


already  sold  a  phenomenal  number  of 
chronographs  around  the  world;  in 
countries  like  Germany,  Switzerland 
and  France. 

This  superb  timepiece  has  been 
practically  everywhere  but  the  U.S.  And 
for  that  reason,  Xernus  has  agreed  to  let 
us  offer  their  chronograph  at  a  dramatic 
discount.  In  stainless,  it  lists  for  $129,  but 
you  get  it  at  a  $60  saving. 

You  save  even  more  when  you 
order  the  Xernus  solar  alarm  in  gold 
(a  generous  5  microns  over  stainless). 
To  be  exact,  $70  less  than  your  friends 
overseas  have  had  to  pay. 

Each  Xernus  comes  gift-boxed  with 
full  instructions,  service-by-mail  conven- 
ience, if  needed,  and  a  full  one- year 
guarantee  against  defects  by  its 
manufacturer. 

And  The  Sharper  Image  gives  you 
two  weeks  to  decide  if  it's  really  the 
watch  for  you.  If  not,  simply  send  it 
back  as  new  for  a  full  and  prompt 
refund.  But  order  now  to  take  advan- 
tage of  this  special  introductory  price. 

ORDER  TOLL-FREE. 

Credit  card  holders  may  use  our 
toll-free  ordering  number.  Or  send 

I  check  for  $69  for  stainless,  $89  for 
gold  plus  $2.50  delivery.  (In  Califor- 
nia, add  $4.14  tax  for  stainless  and 

1  $5.34  for  gold). 

800  227-3436 

In  California  800  622-0733 

THE  SHARPER  IMAGE 

260  California  St.,  Dept.  XE-  027 
San  Francisco,  CA  94111 
(415)  788-4747 


"At  AT&T,  we  believe  that  sound  information 
is  an  essential  ingredient  to  continued, 
orderly  growth."  « 

William  M.  Ellinghaus,  President,  American  Telephone  &  Telegraph  Company 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


If  When  AT&T  calls  us  for  in- 
llformation,  that's  something  to 
|oe  proud  of.  Today  no  fewer 
than  ten  companies  of  The 
Dun  &  Bradstreet  Corporation 
take  pride  in  answering  AT&T's 
balls  with  business  services 
and  accurate,  up-to-the- 
minute  information  that  is  a 
|key  component  of  the 
decision-making  process. 

Reuben  H.  Donnelley,  for 
example,  has  long  been  a 
working  partner  with  six  Bell 
System  companies  in  publish- 
ing the  consumer  and  busi- 
ness "let  your  fingers  do  the 
Walking"  guide  everyone 
knows:  The  Yellow  Pages. 

Dun's  Marketing  Services, 
through  its  computer  file  con- 
taining data  on  four  million 


businesses,  provides  AT&T 
with  information  for  market 
analysis,  market  segmentation 
and  sales  prospecting. 

Moody's  Investors  Service, 
another  D&B  company,  sup- 
plies AT&T  with  authoritative 
financial  and  corporate  data 
about  major  U.S.  businesses. 
Moody's  also  rates  Bell  System 
bonds  and  the  24  Bell  System 
companies  that  issue  commer- 
cial paper. 

The  Fantus  Company  fur- 
nishes location  studies  that 
have  helped  AT&T  choose  the 
sites  for  some  of  its  major 
offices. 

The  newest  Dun  &  Brad- 
street  company,  National  CSS, 
provides  computer  services 
that  help  AT&T  in  many  ways, 
from  data  base  management 
at  Bell  Labs,  to  producing  bal- 


ance sheets  at  PhoneCenter 
stores,  to  calculating  tele- 
phone-call patterns  on  busi- 
ness and  residential  telephone 
systems  for  Western  Electric. 

And,  as  you  would  expect, 
AT&T  calls  on  Dun  &  Brad- 
street  and  Dun  &  Bradstreet 
International  when  it  needs 
reliable  credit  and  financial 
information  on  any  of  ten  mil- 
lion businesses  worldwide. 

These  are  just  some  of  the 
ways  the  companies  of  The 
Dun  &  Bradstreet  Corporation 
help  AT&T.  Through  its  16  major 
operating  units,  D&B  helps 
thousands  of  other  compa- 
nies, too.  When  it  comes  to 
service  to  business,  the  capa- 
bilities and  resources  of  The 
Dun  &  Bradstreet  Corporation 
are  indeed  unique. 


The  Dun  &  Bradstreet 
Corporation 

ness  Information  Services:  Dun  &  Bradstreet  Credit  &  Information  Services;  Commercial  Collection  Division;  Dun  &  Bradstreet  International;  Dun 
adstreet  Plan  Services;  National  CSS;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley;  Official  Airline  Guides,  Travel  Magazines;  Moody's 
•stors  Service;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services:  Donnelley  Marketing;  Dun's  Marketing  Services:  Broadcasting: 
nthian  Broadcasting;  TVS  Television  Network;  Peters,  Griffin,  Woodward. 


Can  you  look  this  man  straight  in  the  eye 
and  honestly  say  you  deserve  Crown  Royal? 


Forbes 


erican  businessmen  have  long  dreamed  of 
ix  system  that  would  stimulate  investment, 
it  dream  may  soon  come  nearer  reality — if 
natural  adherents  don't  start  bickering. 


10-5-3 
or  fight 


By  Ann  Hughey 


espite  resistance  from  the  Car- 
ter Administration  and  from  lib- 
erals, in  1978  probusiness  groups 
d  the  Steiger  Amendment  through 
ress,  thus  reducing  capital  gains  tax 
stimulating  venture  capital  and  en- 
ging  investment  in  general.  Buoyed 
is  success,  a  pair  of  business-mind- 
^islators  are  trying  to  push  through 
ress  an  equally  important  bill  to  re- 
the  burden  of  taxation  on  produc- 
nvestment.  The  new  bill  seeks  to 
en  for  tax  purposes  the  depreciable 
f  plant  and  equipment.  Called  the 
:al  Cost  Recovery  Act,  but  better 
m  as  "10-5-3,"  the  proposed  bill 
ions  the  complex  methods  of  writ- 
ff  capital  investment  and  replaces 
with  a  simple  formula  that  roughly 
s  depreciation  time:  ten  years  for 
ings,  five  years  for  equipment  and 
years  for  cars  and  light  trucks. 
:  proposal  is  backed  by  263  mem- 
of  the  House  and  65  senators, 
Ejh  for  passage  if  it  reaches  a  floor 
But  first  it  must  negotiate  the 
herous  thickets  of  the  congressional 
nittee  system,  where  many  a  re- 
measure  has  fallen  by  the  wayside, 
e  greatest  obstacle  could  be  cost. 
Administration  says  the  bill  could 
e  tax  revenues  by  a  net  $35  billion 
>84,  the  year  its  maximum  provi- 
would  go  into  effect.  The  bill's  sup- 
rs  think  that  figure  is  high,  and 
that  the  cut  would  so  stimulate 
tment  and  productivity  that  an  in- 


creasingly substantial  part  of  the  pro- 
spective loss  would  be  made  up  from 
revenues  produced  by  increased  econom- 
ic activity.  But  they  concede  that  the  bill 
could  seriously  reduce  the  tax  take.  That 
could  be  a  budget-balancing  problem  if 
congressional  efforts  to  restrain  govern- 
ment spending  fail. 

The  10-5-3  bill  is  fortunate  in  its  two 
principal  sponsors,  Representative  James 
Jones  (D— Okla.),  an  increasingly  influen- 
tial member  of  the  House  Ways  and 
Means  Committee,  which  has  jurisdic- 
tion over  tax  legislation,-  and  Representa- 
tive Barber  Conable  (R-N.Y.),  the  rank- 
ing minority  member  of  the  Ways  and 
Means  Committee.  The  two  men  spent 
three  months  carefully  building  a  sup- 
porting coalition,  getting  broad-based 
agreement  on  10-5-3  from  the  business 
community. 

Conable  is  worried  about  holding  that 
coalition  together.  Ways  and  Means 
Chairman  Al  Ullman's  timing  of  his  in- 
troduction of  a  value-added  tax  bill 
(which  has  no  immediate  chance  of  pas- 
sage), coupled  with  sweeping  tax  cut  pro- 
posals, may  hurt  1 0-5-3 's  chances.  "Al's 
effort  will  to  some  degree  divide  the  busi- 
ness community.  There'll  be  those  who 
say,  let's  go  for  the  value-added  tax  in 
order  to  get  these  wonderful  things," 
says  Conable.  His  worry  is  well  founded. 
Some  people  may  argue  that  VAT  will  be 
needed  to  replace  the  revenue  that  10-5-3 
will  cost  the  Treasury.  The  congressman 
knows  mixing  things  up  like  this  will 
dim  10-5-3's  chances. 

Other  troubles  in  the  offing:  "The  Ad- 


ministration has  suggested  informally 
through  some  of  their  staff  members  that 
maybe  they'd  go  for  depreciation  reform 
if  there  were  some  reduction  of  the  in- 
vestment tax  credit  at  the  same  time," 
says  Conable.  "That  suggestion  would 
divide  the  business  community.  Then 
there  are  small  business  groups  that 
would  prefer  to  have  legislation  of  special 
interest  to  small  business.  Some  of  these 
are  constantly  trying  to  set  their  position 
off  from  big  business  to  demonstrate 
their  devotion  to  competition." 

The  key  to  getting  10-5-3  passed,  Con- 
able explains,  is  fighting  off  factionalism 
among  the  bill's  supporters.  "The  busi- 
ness community  has  not  always  been 
disciplined  about  such  things,"  he  says. 
"I  intend  to  hold  them  together  to  the 
extent  that  I  can  do  anything  about  it. 
I've  been  talking  tough  to  people  who 
come  in  and  say,  we  like  it  but  we  think 
it  ought  to  be  changed  to  do  a  little  more 
for  the  utilities  or  the  steel  companies." 

"It'll  be  a  pretty  fragile  coalition  when 
the  going  gets  tough,"  predicts  one  con- 
gressional staff  member. 

Representative  Jones,  Conable's  part- 
ner in  the  legislation,  thinks  these  poten- 
tial obstacles  can  be  overcome.  "The 
only  way  I  can  see  not  getting  10-5-3  is  if 
there's  absolutely  no  general  tax  cut  in 
the  next  session,  and  I  find  that  hard  to 
believe,"  says  Jones. 

Carter  and  his  advisers  are  still  official- 
ly opposed  to  any  such  tax  cut,  in  the 
name  of  inflation-fighting  austerity,  but 
Jones  predicts  there  will  be  at  least  a  $20 
billion  tax  cut  effective  in  fiscal  year 
1 98 1 ,  with  one-quarter  to  one-third  going 
to  business  and  the  rest  to  individuals. 

For  companies  that  have  difficulty 
raising  long-term  capital,  10-5-3  could 
prove  a  great  boon.  With  five-year  write- 
offs they  can  easily  finance  machinery 
purchases  with  bank  loans,  repaying 
both  principal  and  interest  out  of  cash 
flow  that  would  be  enhanced  by  tax  de- 
ferral. What  about  companies  not  paying 
much  in  taxes  because  they  are  not  prof- 
itable enough?  They  could  finance  new 
equipment  with  short-term  leases 
wherein  the  tax  deferment  could  be 
passed  through  to  those  financing  the 
leases.  In  any  case,  there  could  well  be  a 
major  increase  in  capital  spending. 

Jones  and  Conable  argue  that  their  bill 
is  anti-inflationary  even  though  it  could 
increase  the  federal  deficit.  Says  Cona- 
ble: "We  can  sell  10-5-3  on  the  basis  that 
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Riprescnlrilnv  /runes Jones  (I)-Okla.) 
Shooting  down  critics  one  by  one. 

it  is  an  anti-inflationary  tax  cut.  If  it 
increases  productivity  it  runs  counter  to 
the  rising  trend  line  of  inflation,  part  of 
which  is  the  result  of  inadequate  invest- 
ment, inadequate  growth  of  supply  and 
of  productivity."  Adds  Jones:  "The 
whole  purpose  of  this  is  to  infuse  new, 
internally  generated  capital  to  improve 
our  productivity,  to  stabilize  jobs,  in- 
crease jobs  and  make  us  more  competi- 
tive both  at  home  and  abroad." 

What's  in  it  for  small  business?  Sim- 
plicity. About  95%  of  small  business  ig- 
nores the  complex  accounting  require- 
ments oi  the  existing  Asset  Depreciation 
Range  (ADR)  system  of  calculating  de- 
preciation, using  alternative  accounting 
methods  allowed  under  the  tax  code. 
"The  firms  with  the  more  aggressive  ac- 
countants get  the  better  depreciation," 
says  Douglas  L.  Giblen,  a  lawyer  in  the 
Washington  firm  of  Fried,  Frank,  Harris, 
Shriver  and  Kampelman. 

Some  proponents  of  10-5-3  even  argue 
that  both  the  environment  and  worker 
health  and  safety  would  be  promoted  by 
10-5-3's  passage  because  new  equipment 
is  safer  and  is  frequently  designed  with 
new  environmental  standards  in  mind. 

Who  is  against  the  bill?  A  Ralph  Nader 
group  doesn't  like  the  idea  of  giving  busi- 
ness a  tax  cut.  Treasury  Secretary  G. 
Willi. im  Miller  likes  the  idea  of  faster 
depreciation  but  thinks  10-5-3  is  too  ex- 
pensive .it  a  time  when  the  Administra- 
tion is  trying  to  cut  the  deficit.  He  also 
thinks  it  is  too  simplistic,  providing 
widely  differing  amounts  of  investment 
stimulus  in  different  industries. 

Miller's  objections  underline  what  is 
likely  to  become  a  key  part  of  the  debate 
over  the  bill's  merits:  Should  our  tax 
system  abandon  the  hoary  concept  of 
"useful .  lives"  in  calculating  depreci- 
ation? Most  other  modern  industrial  na- 
tions have  already  done  so.  The  Jones- 
Conable  bill  would  essentially  move  U.S. 
businesses  toward  the  s^iic  tax  footing 
as  European  companies. 

Rudy  Penner,  an  economist  with  the 
conservative-leaning  American  Enter- 
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prise  Institute,  thinks  that  10-5-3  is  too 
generous,  especially  in  allowing  buildings 
to  be  written  off  in  ten  years.  Many 
people  agree  with  him,  and  that  part  of 
the  bill  is  expected  to  be  altered  to  15-  or 
20-year  writeoffs.  "The  way  to  get  pro- 
ductivity is  not  to  build  office  buildings 
and  shopping  centers,"  says  one  congres- 
sional staff  economist,  who  believes  that 
10-5-3  would  "not  do  all  that  much  for 
productivity  and  mess  up  the  structure  of 
investment  in  the  economy." 

Others,  like  the  Treasury  Secretary, 
also  worry  that  the  five-year  writeoff  for 
machinery  creates  a  bias  in  favor  of 
heavy  industry,  like  steel,  where  the  ma- 
chinery lasts  longer  than  in  industries 
where  equipment  wears  out  relatively 
quickly.  Jones  concedes  that  this  is  true, 
but  says:  "If  we  ever  needed  to  help  an 
industry  such  as  steel,  the  time  is  now,  if 
we're  going  to  be  competitive  in  world 
markets  and  keep  employment  up  here." 

Ullman's  tax  package,  which  includes 
the  value-added  tax,  would  liberalize  de- 
preciation but  stick  to  the  present  com- 
plex system.  The  Administration  is  ex- 
pected to  propose  its  own  depreciation 
reform  bill.  Treasury  Secretary  Miller 
says  phase-in  rules  of  10-5-3,  designed  to 
make  it  cost  less  in  the  first  few  years  of 
enactment,  could  create  a  perverse  in- 
centive for  business  to  delay  investment 
while  waiting  for  the  bill's  benefits. 

Jones  and  Conablc  do  not  deny  there 
are  flaws  in  their  bill,  but  they  argue  that 
if  you  are  going  to  produce  tax  reform 
that  satisfies  everybody,  you  will  have  no 


Representative  Barber  Conable  (R-N.Y* 
Tough  talk  about  tax  reform. 


tax  reform  at  all.  Says  Jones:  "Yo 
pick  apart  anything  that  has  broad 
support.  They  tried  that  on  the  c 
gains  [tax  cut]  bill  last  year,  comii 
with  the  individual  horror  stori 
somebody  that  wasn't  going  to  pay 
What  we  did  was  shoot  them  dowi 
at  a  time  and  pass  the  bill." 

Conable  sees  the  public  as  a  m 
becoming  more  receptive  to  effortj 
10-5-3.  "People  have  an  increasinj 
derstanding  that  mindless  stimulati 
aggregate  demand  through  redistrib 
tax  reform  is  not  really  helping  the 
tern  function  that  much.  People  ui 
stand  that  you  get  more  for  poor  p 
not  by  redistributive  economics  bi 
creating  more,"  he  says.  ■ 
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Of  course  be  has  an  energy  program:  Cc 
serve  it,  control  it,  tax  it,  store  it,  but  do 
offer  any  extra  incentives  for  finding  it. 


Teddy  and 
energy 


By  Jerry  Flint 


WHAT  KIND  OF  ENERGY  PHOGKAM 
will  the  nation  get  if  Senator 
Edward  M.  Kennedy  becomes 
President?  You  can't,  of  course,  expect 
an  vleci'id  candidate  to  carry  out  what  a 
running  candidate  promises,  but  his 
promises  certainly  contain  strong  clues 
as  to  his  policy  preferences.  Kennedy  has 


already  given  clear  signs  that  an  at 
on  oil  decontrol  is  going  to  be  one  oi 
strongest  planks  in  his  platform.  Gl 
ing  elements  from  Kennedy  spec 
and  statements  and  from  interv 
with  Kennedy  advisers,  here  are  rj 
lights  of  what  he  has  said  about  enei 

He  is  against: 

•  Additional  incentives  for  fin) 
more  oil  and  gas  in  the  U.S. 
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Massive  programs  for  developing 
hetic  fuels. 

Investments  by  oil  companies  in  al- 
itive  fuels. 

New  nuclear  power  construction 
lits  for  at  least  two  years. 
Speeding  up  the  hunt  for  oil  off  the 
ntic  coast. 
\  is  infavor  of: 

A  continuation  of  controls  on  the 

:  of  domestically  produced  oil  and 

is  a  means  of  diluting  the  effects  of 

re  OPEC  price  increases. 

A  really  stiff  tax  on  any  profits  that 

oil  producers  do  garner  from  higher 

:s. 

Gigantic  subsidies  running  into  the 

of  billions  of  dollars  to  encourage 
■  ;ricans  to  insulate  their  homes  faster 
j  take  other  energy-saving  measures, 
ft  U.S.  spending  to  subsidize  less-de- 
v  ped  countries  so  that  they  can  look 
Ml  without  help  from  the  industry. 

making  energy  and  oil  major  issues, 
dibly  the  major  issues,  as  he  barn- 
ly  ns  across  the  nation,  Kennedy  is 
i«j  ng  oil  price  decontrol  "the  single  ac- 
i  that  contributes  more  to  inflation 
r  anything."  He  attacks  President 
in)  ler  for  a  failure  to  put  price  controls 
ir,|  leating  oil  (although  Carter's  men 
a  •  reminded  Kennedy  that  the  Massa- 
x  >etts  senator  himself  voted  to  elimi- 

controls  on  heating  oil  back  in  1976, 
J  n  Gerald  Ford  was  President).  The 
f  tor  also  urges  a  veto  of  any  but  the 
i  )est  windfall  profits  tax — one  that 
i  Id  capture  at  least  half  the  "windfall" 
■Its  is  his  goal. 

Hiis  program  will  not  help  win  cam- 
jiti  collections  from  such  energy-rich 
:s  as  Texas  or  Oklahoma  or  Louisi- 
but  it  may  not  be  a  bad  policy  when 
mes  to  winning  votes,  particularly  in 
England  (with  its  early  primaries 
near-$l-a-gallon  heating  oil).  "My 
strong  belief  is  that  middle-income 
de  can  hardly  afford  their  fuel  bill  at 
sresent  time.  Their  thermostats  are 
1 65.  Adding  more  cost  to  their  ener- 
;n't  going  to  mean  that  much  more 
rms  of  conservation,"  says  Kennedy. 
;  controls  may  even  become  popular 
le  energy-rich  Sunbelt  states.  Why? 
er  Sunbelt  wage  scales  mean  folks 
j-  less  money  to  pay  climbing  heating 
nr  conditioning  bills  there, 
■nnedy's  views  on  energy  are  heavily 
fenced  by  the  fact  that  he — and  most 
is  advisers — come  from  the  North  - 
I  The  region  has  no  coal,  no  oil  and 
las,  but  New  Englanders  fight  to  keep 
i  scenery  undisturbed  by  oil  rigs  and 
at  low  prices  for  the  fuels  they  import, 
ar,  at  least,  his  energy  views  have 
.  cted  these  parochial  concerns, 
h  assault  on  the  oil  industry  creates 
liin  problems  for  Kennedy,  who  is 
|:ly  trying  to  soften  his  antibusiness 
pe.  "I  believe  the  free  market  is  the 
method  for  allocation  of  resources," 


he  has  said.  However,  he  seems  to  be 
trying  to  thrust  the  oil  industry  beyond 
the  pale  by  saying  that  "oil  is  not  sold  in 
the  free  market.  It  is  sold  in  a  market 
controlled  by  OPEC."  This  presumably 
enables  Kennedy  to  draw  votes  by  whip- 
ping the  oil  industry  while  maintaining 
that  he  is  not  really  antibusiness. 

Helping  to  play  both  ends  against  the 
middle  could  be  two  of  the  senator's 
campaign  aides.  On  one  hand,  there  is 
Herbert  Schmertz,  the  Mobil  Oil  vice 
president  who  has  led  the  publicity  at- 
tack on  the  oil  industry's  foes,-  he  has  just 
taken  a  leave  from  Mobil  to  work  on 
Kennedy's  advertising  campaign.  On  the 
other  hand,  there  is  James  Flug,  a  one- 


Americans;  the  price  for  foreign  oil  will 
continue  to  be,  of  course,  whatever 
OPEC  decides  it  will  be. 

While  Kennedy  will  almost  certainly 
oppose  giving  higher  prices  or  additional 
incentives  to  U.S.  oil  people,  he  has  al- 
ready come  out  in  favor  of  granting  U.S. 
money  to  non-OPEC  foreign  producers 
by  supporting  the  concept  of  a  U.S.  con- 
tribution of  $33  million  to  a  world  oil 
exploration  fund.  This,  he  believes, 
would  help  the  U.S.  diversify  its  oil 
sourcing,  making  the  nation  less  depen- 
dent on  the  Middle  East. 

Kennedy  makes  what  he  calls  "produc- 
tivity" and  what  others  call  "conserva- 
tion" a  key  part  of  his  program.  Earlier 


Senator  Edward  M.  Kennedy  challenges  on  oil 

"Middle-income  people  can  hardly  afford  their  fuel  bill  at  the  present.' 


time  Kennedy  aide  who  was  spun  off  in 
1975  to  head  an  anti-industry  propagan- 
da group,  the  Energy  Action  Committee; 
Flug  has  been  recalled  to  the  senator's 
campaign.  It  just  shows,  says  Flug,  how 
successful  Kennedy  can  be  in  bringing  a 
variety  of  people  under  his  umbrella. 

This  double  standard  will  also  enable 
Kennedy  to  maintain  a  semblance  of 
consistency  while  simultaneously  argu- 
ing/or incentives  for  other  business  and 
against  incentives  for  the  oil  industry. 

"We  always  thought  [oil]  prices  were 
plenty  generous;  it  isn't  like  they  need 
more  incentives,"  says  James  Cubie,  a 
Kennedy  aide  who  works  on  the  sena- 
tor's energy  programs.  Drilling  activity, 
Cubie  notes,  has  soared  even  under  con- 
trols. "The  two-tier  system  [with  a  low 
price  for  "old"  oil]  should  continue,"  says 
Cubie.  "There  isn't  any  reason  under 
God's  green  earth  to  give  anyone  $40  a 
barrel."  By  "anyone"  Cubie  means  any 


this  year,  for  example,  he  put  together  a 
plan  that  would  cost,  by  his  estimate, 
$58  billion  but  would  not  actually  pro- 
duce a  single  extra  barrel  of  oil.  The  pro- 
gram would  include  direct  grants  of  $750 
for  each  home  owner  for  insulation,  low- 
interest  loans  to  commercial  property 
owners  for  similar  moves  and  a  $15  pay- 
ment for  each  barrel  saved  by  industrial 
concerns. 

Kennedy  has  opposed  the  big  synthetic 
fuels  program  that  moved  through  the 
Senate,  preferring  a  much  smaller  effort. 
The  Kennedy  position:  A  large  strategic 
oil  reserve  rather  than  synthetic  fuels 
plants  should  be  the  short-term  solution 
to  any  oil  cutoff. 

The  emphasis  on  conservation  also 
raises  some  problems  for  Kennedy.  By 
"productivity"  does  he  mean  asking  vot- 
ers to  drive  less  or  air  condition  less  or 
shiver  a  little  in  winter?  Does  he  expect 
environmentalist  groups  to  relax  de- 
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mands  that  are  wasteful  of  energy?  Of 
course  not.  The  consumer  has  already 
suffered  enough,  he  suggests:  "The  fact 
of  the  matter  is  the  pricing — the  addi- 
tional costs  of  oil  at  the  present  time — is 
already  providing  important  conserva- 
tion measures."  At  this  point,  Kennedy 
becomes  more  than  a  little  vague:  "My 
own  sense  and  belief  is  that  we  can  find 
additional  ways  in  areas  of  efficiency  and 
productivity  by  providing  incentives  to 
industry,  to  providing  incentives  to  the 
commercial  sector  and  home  ownership. 
Now,  that  is  at  odds  with  the  Adminis- 
tration's program.  They  basically  wanted 
to  put  $88  billion  in  a  synfuels  program 
that  had  been  untried.  Our  program 
would  have  backed  off  the  same  amount 
of  oil  from  the  U.S.,  would  have  done  it 
at  less  than  half  the  cost."  No  pollution, 
no  driving  vacations  foregone,  no  jobs 
lost  and  a  big  saving  in  money.  A  nice 
combination — if  hard  to  achieve. 

The  most  consistent  theme  of  the 
Kennedy  approach  to  energy  over  the 
years  is  that  the  corporate  energy  giants 
are  working  toward  a  monopoly  position 
and  they  must  be  stopped.  Year  after  year 
he  has  proposed  legislation  to  block  the 
oil  and  gas  companies  from  moving  into 
the  coal  and  uranium  business.  "If  the 
virtues  of  free  enterprise — the  rational 
allocation  of  capital,  the  efficient  alloca- 
tion of  resources,  the  stimulation  of 
imagination  and  creativity,  the  reward- 
ing of  risk-taking — if  these  have  any 
merit  at  all,  then  we  cannot  leave  the 


m  4 


Constant  Kennedy  theme:  Block  those  mergers  and  acquisitions 
Don't  leave  energy  development  in  the  hands  of  the  corporate  giants 


development  of  our  energy  industries  in 
the  hands  of  giant  corporate  energy  bu- 
reaucracies," he  has  said. 

In  the  speech  opening  his  campaign, 
Senator  Kennedy  said,  "We  need  not  be 
permanent  beggars  at  the  banquet  tables 
of  the  OPEC  rulers."  However,  the  sena- 
tor has  also  voted  against  the  building  of 
a  naval  base  at  Diego  Garcia,  a  tiny  atoll 
in  the  Indian  Ocean,  but  a  key  fleet  sup- 
ply point  if  the  U.S.  wants  to  protect  its 
Middle  East  supply  lines  or  even  rescue 


its  citizens  now  or  then. 

Both  The  New  York  Times  and 
Washington  Post,  two  strongly 
newspapers,  have  already  examinei 
ator  Kennedy's  ideas  on  energy 
found  them  sadly  wanting.  Perha 
the  campaign  wears  on,  TV  and  the 
in  general  will  spend  less  time  on 
paquiddick  and  more  on  the  plausi 
and  consistency  of  Kennedy's  viel 
what  is  probably  the  most  pressing 
of  the  next  decade— energy.  ■ 
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Oil  decontrol  is  a  complex  and  dangerous 
political  issue.  The  trouble  is  that  politicians 
may  make  it  sound  too  simple. 


$2  gasoline? 


v  v  Teddy  Kennedy  becomes  President 
I  and  carries  out  his  promises,  U.S.  oil 
A  producers  may  be  forced  to  subsidize 
U.S.  oil  consumers  by  selling  their  prod- 
uct at  substantially  less  than  the  world 
price.  That's  essentially  what  the  issue  of 
control  versus  decontrol  is  all  about.  Un- 
der decontrol,  U.S.  oilmen  could  charge 
whatever  OPEC  charges.  Under  control, 
U.S.  oilmen  can  charge  only  what  Con- 
gress says  they  can  charge. 
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Seen  from  one  viewpoint,  it  raises  this 
question:  Do  Texas  and  Louisiana  and 
other  oil-producing  states — which  fi- 
nance education  and  other  public  ser- 
vices from  oil  revenues — take  in  less 
money  so  the  Northeast  can  lay  out  less 
to  keep  warm  in  winter  and  head  for  the 
ski  slopes?  From  the  other  point  of  view, 
it  raises  quite  a  different  question: 
Should  the  federal  government  be  party 
to  an  immense  transfer  of  purchasing 


power  from  the  North  to  the  energ| 
South  and  West? 

Decontrol  of  oil  prices,  in  short, 
be  the  most  geographically  divisive  | 
to  hit  the  U.S.  since  the  Civil  War. 
dent  Carter  has  advocated  and  Corl 
approved  decontrol,  with  price  limrl 
ing  gradually  lifted  until  U.S.  oil  re.| 
world  levels  in  October  1981. 

Just  how  much  would  decontrol! 
the  consumer?  "Given  today's  econj 
conditions,  a  disordered  market  2 
5%  to  10%  shortfall  in  supply,  it's 
ous  that  gasoline  could  reach  at  leas  I 
gallon  after  decontrol,"  says  Represj 
tive  John  Dingell  (D.-Mich.),  chai[ 
of  the  House  subcommittee  on  Eil 
and  Power.  But  the  oil  industry  com  I 
with  quite  different  figures.  "The  Ail 
can  public  has  already  swallowed  mol 
the  bitter  pill  of  decontrol,"  says  ll 
dore  Eck,  economist  for  the  Standarl 
Co.  of  Indiana.  Eck  comes  up  with  | 
lower  figure:  $1.30  a  gallon. 

Why  so  large  a  discrepancy?  Eol 
undoubtedly  correct  in  saying  thai| 
bare  fact  of  decontrol  would  add 
about  10  cents  a  gallon  to  U.S.  gastl 
prices,-  the  remaining  20  cents  isl 
result  of  OPEC  price  increases.  He  ptl 
out  that  two-thirds  of  the  U.S.  oil  suj 
is  already  decontrolled — all  the  impol 

FORBES,  DECEMBER  LOB 


nd  some  newly  discovered  oil  pro- 
d  at  home.  Furthermore,  the  cost  of 
i  e  is  only  part  of  the  retail  price  of 
|  ine;  refining  costs,  transportation 

>  and  gasoline  station  markups  also 
i  ^to  it.  But  there's  the  rub.  If  costs  rise 
I  ong  the  line — and  if  gas  station  oper- 
'  ;  and  refiners  further  fatten  their 
!^ns — then  the  price  of  gasoline 
:d  go  up  more  than  30%,  much  more, 
lie  true  cost  of  decontrol,  then,  prob- 
j  lies  somewhere  between  Eck's  con- 
jitive  estimate  and  Dingell's  fright - 
g  estimate.  "You  can't  just  look  at 
;hange  in  the  price  of  crude,"  says 
rence  Goldstein,  senior  economist 
,e  partly  industry  funded  Petroleum 
stry    Research    Foundation.  "It's 
|  complicated  than  that.  When  crude 
adily  available  but  refineries  aren't 
ating  a,t  full  capacity,  then  prices  are 
le  with  reasonable  costs  of  crude  oil. 
Amen  crude  supply  is  tight  and  refin- 

are  fully  utilized,  then  the  price  of 
)leum  products  goes  up  faster  than 
e  costs." 

t  are  higher  prices  really  bad?  If  one 
tnes  that  price  in  a  free  market  allo- 

>  supply,  then  a  higher  price  is  need- 
match  demand  to  a  shrinking  over- 
apply.  This  is  especially  so  with  Iran 
ling  slowly  back  into  the  12th  cen- 

Moreover,  higher  prices  for  U.S.- 
uced  crude  oil  will  lead  to  a  frenzy  of 
ing  as  independents  search  frantical- 
r  the  golden  liquid  and  the  big  oil 
panies  dutifully  plow  back  a  good 
of  their  swelling  profits  into  drilling 
exploration  to  demonstrate  that 


1 


Double  trouble 

lUIllXUla  die  llllcll,  UOII1CM1C  tiUUc 

prices  will  increase  at  a  rate  far  steeper 

than  OPEC's,  which  may  produce  a 

double-barreled  shock  on  product  costs. 
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what  is  good  for  the  oil  companies  is  not 
necessarily  bad  for  the  country. 

Any  way  you  cut  it,  then,  decontrol  is 
a  complex  issue.  Kennedy  may  succeed 
in  making  it  simple — too  simple.  ■ 


vat's  it  take  to  get  a  P/E  of  22  in  today's 
wket?  What  it  takes,  Gearhart-Owen's got. 


Nowhere  to  go 
but  up 


lev  HEN  THEY  STARTED  IT  with  an 

k#  investment  of  $10,000  in  cash, 
jw  Marvin  Gearhart  and  Harrold 
fen  couldn't  have  realized  that  their 
j  company  would,  just  25  years  later, 
ielling  on  the  New  York  Stock  Ex- 
ige  at  22  times  earnings — a  super- 
;  figure  in  a  7-times-earnings  market, 
arvin  Gearhart,  a  bespectacled,  pro- 


fessorial-looking 52-year-old  Kansan,  is 
in  his  element  when  he  gives  a  tour  of 
the  maze  of  laboratories  and  technical 
facilities  at  his  suburban  Fort  Worth, 
Tex.  headquarters.  Gearhart-Owen  In- 
dustries is  an  oilfield  company  that  spe- 
cializes in  wireline  services — that  is,  as- 
sessing the  status  and  progress  of  an  oil 
well  while  it  is  being  drilled. 


Gearhart-Owen  is  still  quite  small 
(1979  revenues  will  be  $145  million,  up 
37%  from  $106  million  last  year).  But  it's 
growing  so  fast  its  revenues  have  more 
than  trebled  since  1974.  This  may  be 
only  the  beginning:  The  oilfield  services 
industry  and  the  investors  who  follow  it 
are  anticipating  the  day  when  oil  price 
decontrol  will  set  off  a  wild  burst  of  do- 
mestic drilling  activity. 

When  the  two  then-young  men  started 
the  company  in  1955,  they  had  only  large 
competitors:  Schlumberger;  Welex,  a 
subsidiary  of  Halliburton;  Atlas,  now 
part  of  Dresser.  These  companies  manu- 
factured only  for  themselves,  and  G-O 
was  willing  to  sell  to  others.  Since  then 
260  independent  wireline  businesses 
have  sprung  up,  most  of  which  buy  sup- 
plies from  G-O — trucks,  control  panels, 
logging  tools,  computerized  systems — in 
essence,  movable  laboratories  by  which 
oil  wells  are  evaluated.  So  G-O  has  two 
sources  of  revenue:  its  own  logging  work 
and  its  equipment  sales. 

Gearhart  preens  a  bit  as  he  opens  a 
door  marked  "Hybrid  Microelectronics" 
and  enters  an  instrument-filled  room 
where  the  firm  is  making  high-tempera- 
ture hybrid  circuits  to  keep  "hostile  en- 
vironments" from  affecting  down-hole 
tools.  In  another  room  several  engineers 
are  fixing  a  prototype  measurement- 
while-drilling  tool,  a  new  technology 
that  removes  the  need  to  shut  down  a 
well  to  take  measurements.  The  device, 
which  was  to  be  commercial  by  now,  has 
been  tested  by  Amoco  in  Oklahoma  and 
by  an  Exxon-Shell  venture  off  the  coast 
of  Holland.  Gearhart  savors  the  names  of 
these  oil  giants:  Not  so  long  ago  they 
didn't  know  his  name.  They  do  now. 

"This  is  going  to  be  so  good,"  he  says 
of  the  new  measurement-while-drilling 
tool,  "that  you  can't  imagine.  It  will  open 
so  many  doors.  When  you  have  a  com- 
petitor like  Schlumberger  you  need  it." 

You  can't  speak  of  the  wireline  busi- 
ness without  mentioning  Schlumberger, 
the  $2.6  billion  firm  that  dominates  it. 
With  nearly  75%  of  the  open-hole  and 
nearly  20%  of  the  cased-hole  domestic 
logging  business,  Schlumberger  has  some 
52%  of  the  entire  U.S.  wireline  market — 
plus  90%  of  the  overseas  market.  Trail- 
ing far  behind  are  Dresser  Atlas,  with 
some  $200  million  in  wireline  business, 
and  Gearhart-Owen,  tied  for  third  place 
with  the  Halliburton  subsidiary  Welex. 

Gearhart  and  Owen  were  ambitious 
young  engineers  at  Welex  in  1955  when 
they  spied  an  opening  where  they  could 
compete  with  the  majors.  The  price  for 
logging — or  measuring — was  the  same 
for  a  one-foot  well  as  for  a  6,000-footer. 
So  Gearhart-Owen  became  a  "discount 
house,"  concentrating  on  shallow  wells 
and  selling  equipment  to  other  compa- 
nies. (It  still  charges  some  8%  to  35% 
below  Schlumberger 's  list  price  for  equip- 
ment. Gearhart  says  such  list  prices  are 
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Uarrold  Owen  of  Pengo  (led)  and  Marvin  Gearhart  of  Gearfoart-Owen 
The  property  settlement  hurt  more  than  the  divorce.  


of  price  decontrol  and  windfall  profits 
legislation.  But  Gearhart  didn't  mothball 
logging  trucks  as  some  competitors  did. 
"Keeping  those  rigs  in  service  wasn't  as 
profitable  short  term,  but  he  was  right  to 
do  it,"  comments  Eberstadt  analyst  Phil- 
ip Meyer.  "Since  he  stayed  available, 
more  contractors  take  him  seriously." 

That  visibility  should  pay  off  in  the 
coming  election  year,  as  oil  companies 
pock  the  landscape  to  prove  that  they  are 
using  their  high  profits  for  exploration. 
That's  why  most  analysts  predict  some 


$3.50  a  share  profits  for  G-O,  uj 
50%  on  $200  million  sales.  But  the 
fit  will  go  to  Marvin  Gearhart 
than  Harrold  Owen.  After  a  per 
increasing  friction  between  the 
founders,  in  late  1977  Harrold  Owe 
spun  off  as  Pengo  Industries  "with 
dogs,"  as  he  puts  it — businesses  li| 
gers  and  auger  teeth  for  earth-m 
equipment,  drilling  explosives,  cab 
some  wireline  equipment. 

Under  the  terms  of  the  spinoff 
ment,  Pengo  is  not  supposed  to  coi 
directly  with  Gearhart-Owen  in  th 
before  the  end  of  1980.  But  it  see: 
sure  as  death  and  taxes  that  it  will 
be  in  direct  competition  here  wi, 
onetime  parent  for  wireline  service 
ness.  That  also  seems  to  be  the  ex] 
tion  of  Pengo's  investors,  who 
pushed  up  its  price  on  the  Big  Board 
times  earnings.  "Our  investors  hav< 
more  confidence  in  us  than  we  do," 
Harrold  Owen  wryly. 

What  Pengo  does  or  does  not  do 
prove,  however,  to  be  totally  unii 
tant  to  G-O  when  compared  witl 
explosive  growth  of  the  wireline  sei 
market.  Gearhart-Owen  may  nevei 
ously  challenge  Schlumberger's  pr< 
nence.  But  look  how  many  succe 
electronic  data  processing  comp 
grew  up  in  the  shadow  of  IBM. 


When  Dorman  Commons  took  over,  Natom 


The  Commons 
touch 


about  as  revealing  as  an  auto's  showroom 
sticker  price.)  But  by  opening  the  mar- 
ket, G-O  gave  impetus  to  the  260  inde- 
pendents that  now  account  for  about  half 
the  cased-hole  business  in  the  U.S.  G-O's 
own  share  is  7%,  but,  of  course,  it  shares 
in  the  independents'  business  as  well  by 
supplying  them  with  equipment. 

Cased-hole  logging  is  considered  the 
brainless  end  of  the  trade,  as  well  as  the 
low-profit  end.  It  is  a  routine  process 
whereby  new  wells  are  completed  and 
old  wells  are  logged.  In  open-hole  logging, 
on  wells  being  drilled,  higher  technology 
is  needed  and  there  Schlumberger  domi- 
nates. This  end  of  the  business  com- 
mands fancier  prices — one  reason  why 

Schlumberger  has  nearly  50%  pretax  StOOCl  for  ]USt  Ofie  thing:  Indonesian  Oil. 
margins  on  its  wireline  business,  vs.  >  i  r  i 

c  o  s  22%  last  year.  day  it s  a  diversified  energy  and  shipping  fit 

Gearhart  feels  technology  is  the  obvi-  ,  .         j7       m,  i   i  -jj  •  r  • 

ous  path  to  increasing  its  stiii  smaii  share  pushing  the  $1  billion  mam  in  revenues 

in  open-hole  logging.  Since  G-O  intro- 
duced direct  digital  logging  (in  1975)  and 
then  laser-beam  recording — new  tech- 
nologies that  permit  immediate  print- 
outs on  the  surface  as  the  measuring  is 
done — it  has  raised  its  open-hole  busi- 
ness to  30%  of  its  total  wireline  service 
revenues.  That  growth  may  have  been 
taken  from  Dresser  and  Welex;  oil  com- 
panies still  regard  Schlumberger  equip- 
ment as  more  reliable,  and  like  to  use  it 
in  difficult  new  areas  like  the  Baltimore 
Canyon. 

G-O  is  also  aggressively  buying  smaller 
wirelining  companies  to  increase  its 
market  share.  In  two  years  it  has  bought 
14  independents— mainly  former  cus- 
tomers—and thus  extended  G-O's  span 
outside  the  Texas-Oklahoma-Louisiana 
area  and  into  Pennsylvania,  Alberta, 
Colorado,  Venezuela  and  Scotland.  Gear- 
hart has  also  emphasized  capital  spend- 
ing, lifting  it  to  over  $20  million  for  each 
of  the  last  two  years. 

This  expansion  has  had  its  cost:  At 
about  $2.10,  G-O's  earnings  will  be  flat 
this  year.  Domestic  drilling  will  be  down 
by  about  6%  for  the  full  year,  as  the 
major  oil  companies  await  the  outcome 
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By  Norman  Pearls  tine 
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rmand  Hammer,  the  one-of-a-kind 
boss  of  Occidental  Petroleum 
Corp.,  likes  to  tell  people  that  de- 
spite the  high  turnover  in  his  company's 
corporate  suites,  he's  never  lost  a  man  he 
really  wanted  to  keep.  Dorman  L.  Com- 
mons, one  of  Hammer's  departees,  has 
always  resented  that  remark.  Friends  say 
that  it  has  helped  goad  Commons  into  a 
determination  to  make  Natomas  Co. — 
where,  at  61,  he  is  president  and  chief 
executive — more  successful  than  Oxy. 
Commons  was  a  director  and  senior 


vice  president-finance  at  Occidental 
left  the  company  in  1972  followi; 
split  with  Hammer.  After  a  short  stij 
an  independent  financial  consultan 
took  over  Natomas  in  April  1974. 

In  the  years  before  Commons  arr: 
Natomas  was  a  volatile  company  w 
stock  and  earnings  swung  erratic 
From  1972  almost  all  of  the  San  Frai 
co-based  firm's  earnings  and  most  c 
revenues  came  from  its  Indonesian 
operations.  But  in  his  five  years  at 
helm,  Commons  has  built  Natomas 
a  well-diversified  energy  and  shipi 
firm  with  strong  roots  on  both  sidd 
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CANON  INTRODUCES 
THE  PRODUCER. 


With  33  cpm  and 

Automatic 
Document  Feeder. 

Canon  brings  you  the  latest  advances 
in  micro-computer  technology  with  a  new 
micronics  copier. 

The  NP-6300. 

Whisking  out  copies  at  the  rate  of  33 
copies  per  minute,  as  well  as  automatically 
feeding  up  to  40  originals,  the  Canon 
NP-6300  is  a  true  producer. 

And  a  reliable  one. 

Thanks  to  micronics,  the 
NP-6300's  micro-computer 


diagnoses  the  entire  operation  for  you. 
Not  only  preventing  possible  malfunctions, 
but  assuring  the  utmost  in  copy  quality. 

Further  micronics  advances  include  a 
smooth  surface  sensor  control  panel  that 
puts  you  in  complete  control  of  every 
operation— at  one  touch.  A  sophisticated 
paper  monitoring  system.  An  Automatic 
Toner  Replenishment  system.  Even  an 
Interrupt  Function  allowing  you  to 
make  a  short  copy  run  in  the 
middle  of  a  long  run. 


Finally  you  have  a  choice  of  machines. 
Canon  also  offers  the  NP-6000.  With  the 
same  advanced  features  and  benefits 
of  the  NP-6300,  without  an  Automatic 
Document  Feeder. 

The  highly  productive  NP-6300  and 
NP-6000. 

It's  what  you  expect  from  the  com- 
pany that  developed  the 
science  of  micronics. 
Canon. 

„  Canon 

PLAIN  PAPER  COPIER 


the  Pacific — and  with  high  potential  for 
strong,  stable  earnings  growth  in  the  fu- 
ture. Revenues  and  earnings  still  aren't 
as  stable  as  they  might  be,  but  they  have 
come  a  long  way. 

Natomas'  revenues  have  grown  from 
$269  million  in  1974  to  about  $950  mil 
lion  this  year.  During  the  same  period, 
the  company's  common  share  dividend 
has  been  increased  358%.  Natomas 
should  report  record  net  income  of  about 
$100  million  in  1979.  Reflecting  a  recent 
2-for-l  stock  split  and  redemption  of  the 
company's  convertible  preferred  stock 
(but  not  an  anticipated  $100  million  new 
preferred  offering),  earnings  should  reach 
$5  a  share — compare  this  with  $75.3  mil- 
lion, or  $4.37  a  share,  in  1978  on  fewer 
shares.  The  comparison  will  look  better 
yet  if  Natomas  restates  1978  earnings 
downward  by  as  much  as  30%  under  SEC 
regulations  covering  full-cost  accounting 
for  oil  and  gas  producers. 

Indonesia  remains  the  company's 
crown  jewel,  even  though  Natomas  is  no 
longer  solely  dependent  on  it.  Net  pro- 
duction from  two  drilling  areas  totals 
about  33,500  barrels  a  day  to  Natomas, 
about  the  same  as  it  was  getting  a  year 
ago.  But  since  Indonesian  oil  is  now 
fetching  more  than  $23  a  barrel,  com- 
pared with  $13.50  in  1978,  Natomas' 
profits  are  soaring.  As  a  result,  interna- 
tional petroleum  operations  (chiefly  from 
Indonesia)  accounted  for  net  income  of 
$50.6  million  during  the  first  nine 
months  of  this  year  compared  with  only 
$36.7  million  a  year  earlier. 

Exploration  in  Indonesia  all  but  dried 
up  after  the  government  unilaterally  in- 
creased its  share  from  production  in 
1976.  But  drilling  has  been  very  active 
since  1977  after  the  Indonesians  again 
revised  their  terms — this  time  more  to 
the  liking  of  the  companies.  Commons 
says  he  expects  production  in  1980  "to 
go  up,  perhaps  substantially,"  especially 
from  an  area  off  northwest  Java  in  which 
Natomas  has  a  34%  interest.  (The  largest 
share  is  held  by  Atlantic  Richfield  Co., 
which  operates  the  tract.)  Commons 
now  says  that  Indonesia  is  as  stable  a 
place  for  oil  companies  "as  you  can  find 
in  the  world.  Our  contracts  there  extend 
to  almost  the  end  of  the  1990s  and  we 
expect  to  be  operating  there  at  least 
through  then." 

It  could,  of  course,  be  objected  that 
Commons  hasn't  done  anything  special. 
It  wasn't  he  who  pushed  up  the  price  of 
oil  and  it  wasn't  he  who  got  Natomas 
into  Indonesia  in  the  first  place.  But 
what  he  has  engineered  is  a  major  and 
highly  promising  diversification  pro- 
gram, financed  with  cash  flow  from  the 
Indonesian  oil.  "Natomas  was  too  heav- 
ily dependent  on  one  source  of  income 
and  that  was  from  a  foreign  country," 
says  Herbert  E.  Hart,  a  San  Francisco  oil 
analyst  with  Bateman  Eichler,  Hill  Rich- 
ards who  follows  the  company  ciosely. 


In  1977  Natomas  acquired  Apexco, 
Inc.,  a  company  with  oil  and  gas  in  Okla- 
homa, Texas,  Wyoming  and  New  Mexi- 
co, for  about  $127  million.  Since  then 
Commons  has  invested  heavily,  espe- 
cially for  deep  gas  wells,  in  the  U.S.  The 
company  is  now  involved  in  the  drilling 
of  more  than  30  wells  in  the  U.S.  and  its 
coastal  waters.  In  addition,  last  year  Na- 
tomas acquired  Brown  Badgett,  Inc.,  a 
Kentucky  coal  company,  for  $23.5  mil- 
lion in  cash  and  notes  and  850,000  shares 
of  common  stock. 

Natomas  also  has  a  25%  interest  in  a 
geothermal  joint  venture  at  The  Geysers 
in  northern  California.  That  project, 
while  troubled  by  environmental  and  op- 
erating problems,  represents  the  U.S.' 
only  commercially  successful  geothermal 


Mm 


Natomas  President  Dorman  Commons 
"No  alternatives  were  unacceptable." 

electrical  facility.  Natomas  has  a  14% 
interest  in  the  North  Sea's  Buchan  field. 
Although  production  was  scheduled  to 
begin  late  this  year,  Commons  says  that 
labor  troubles  on  a  semisubmersible  rig 
have  set  back  the  startup  to  the  spring  of 
next  year.  Finally,  like  many  other  oil 
firms,  Natomas  has  been  negotiating 
with  the  Chinese,  which  could  lead  to 
exploration  there. 

The  payoff  from  this  kind  of  diversifi- 
cation takes  time,  but  the  potential  is 
enormous.  Commons  is  especially  opti- 
mistic about  the  company's  U.S.  explora- 
tion activities.  One  well,  called  Ft.  Pike, 
in  which  Natomas  has  a  34%  interest, 
represents  a  major  discovery  in  the  Tus- 
caloosa trend,  a  large,  promising  tract 
centered  in  Louisiana  (Forbes,  Apr.  30). 
Commons  says  it  will  go  on  stream 
sometime  next  year,  but  adds  that  "the 
real  benefit  of  our  domestic  drilling  pro- 
gram won't  be  seen  before  1981  or 
1982."  As  for  the  North  Sea  project,  one 


analyst  says  it  could  contribute  ov 
cents  a  share  to  Natomas'  earnings 
top  production  levels  are  reached. 

The  one  move  that  has  contrill 
substantially  to  Natomas'  currenl 
was  the  acquisition  of  Signal  Cos.' 
interest  in  American  President  Lin< 
June  27  for  Natomas  stock  then  w 
about  $71  million.  APL  is  now  a  w|i 
owned  subsidiary  of  Natomas,  and  C 
mons  estimates  it  will  earn  about 
million  this  year.  In  1978  Natomas 
ted  only  $25  million  from  its  sha: 
APL,  but  for  all  of  this  year  its  s 
should  be  about  $39  million. 

As  a  result  of  the  acquisition,  Sil 
ends  up  owning  about  16%  of  Natol 
but  that  could  be  a  big  plus  for  C| 
mons.  Under  terms  of  the  APL  a  | 
ment,  Signal  has  agreed  not  to  seek 
trol  of  Natomas  or  to  acquire  more  trl 
20%  interest  in  it.  Moreover,  Signal! 
agreed  not  to  sell  its  interest,  exl 
through  a  public  offering,  unless  h\ 
mas  approves  of  the  purchaser. 

Commons  admits  that  he  didn't  I 
derstand  the  shipping  business  whei| 
joined  Natomas.  APL  had  lost  $10 
lion  in  1973,  and  Commons  seriol 
considered  selling  Natomas'  54%  ir| 
est  (the  remaining  1%  of  APL  stock 
held  by  about  100  shareholders).  Bui 
found  that  "no  one  was  beating  down! 
door  to  buy  it."  So  Commons  decide! 
put  together  a  team  of  outside  con| 
tants  and  inside  managers  to  study 
and  the  shipping  business. 

"I  told  them  that  no  alternatives  vl 
unacceptable,  including  liquidation/1 
says.  "The  consultants  weren't  very  :l 
guine  when  we  started,  but  after  a  A 
we  all  realized  that  APL  had  a  lo  [ 
potential."  Commons  scrapped  A| 
money-losing  Atlantic  operations 
began  to  concentrate  on  the  fast-grow| 
Pacific  Basin  area.  APL  now  has  a 
ship  fleet,  and  Commons  plans  to 
three  large  containerships  to  it  by  1S| 
In  addition,  APL  containers  are  now 
erating  extensively  on  land  in  the  t 
Assuming  a  recession,  earnings  fj 
APL  could  be  flat  or  down  a  bit  next  y 
but  should  begin  to  grow  again  in  19q 

Reflecting  Commons'  optimism, 
August  Natomas  increased  its  cap 
budget  for  1979  to  $363  million  fror 
previously  budgeted  $234  million.  N 
year,  Commons  says,  capital  spend) 
will  total  about  $500  million. 

Dorman  Commons  is  a  liberal  politi 
activist,  having  served  as  a  member 
the  California  State  Board  of  Educat: 
for  eight  years  and  a  Democratic  Nati< 
al  Committeeman  from  California  fn 
1972  through  1976.  In  1972  he  manaj 
George  McGovern's  southern  Califor 
presidential  campaign.  He's  not  y« 
typical  oilman,  but  then  neither  is  his 
boss  Armand  Hammer  a  typical  oilm. 
Dorman  Commons  has  picked  himsel 
quite  extraordinary  model!  ■ 


44 


FORBES,  DECEMBER  10,  1 


NEC  <• 

THE  COMPUTER 

D 


'CM 

COMPUTER  AND  COMMUN 


■ 

Digital  telephone  e|<change|for  exaniple.  The  fact'is, 
digital  is  a  revolution  in  switching- and  transmission,  designed  to 
\  "  improve  everyone's  access  to  information.  Aftd  in  the  coming  years 
i  *~ "  you'll  be  hearing  more  about  digital  technology  in  telephones 
^Computers,  semiconductors  and  consumer  products.  NEC  is  at  th 
of  this  digital  revolution,  thanks  to  the  successful  merging  of  i 
v!       computer  and  communications  technologies— which  is  what 
C&C  is  really  all  about.  Being  at  the  forefront  is  what  has  earned 
NEC  the  trust  of  customers  in  over  120  countries. 


NEC 

Nippon  Electric  Co  Ltd 

Tokyo,,  Japan 


ONE  OF  THE  LARGEST 
BANKS  IN  THE  WORLD 
IS  TAKING  A  NEW  PATH 
TO  INTERCEPT  THE  FUTURE. 


WHAT  WE  DID 
AND  WHY. 


We  have  concentrated  the  entire  re- 
sources of  our  world-class  bank  in  four 
major  financial  areas.  They  are  whole- 
sale commercial  banking,  fiduciary 
services,  money  and  securities  markets, 
and  corporate  financial  services.  We 
chose  these  core  businesses  because 
they  represent  our  special  strengths. 
Now  we  are  dedicated  to  expanding 
and  developing  them  even  further.  To 
the  highest  degree. 

We  have  also  decided  to  focus  our 
strongest  capabilities  on  selected  mar- 
kets. That  way  we  can  readily  coor- 
dinate and  bring  to  bear  all  four  of  our 
core  businesses  on  a  customers  re- 
quirements. 

We  have  reorganized  Bankers  Trust 
and  redefined  its  priorities  because 
( while  it  is  tempting  to  think  otherwise) 
one  bank,  no  matter  how  large,  can  no 
longer  be  all  things  to  all  customers. 

If  the  requirements  of  business  today- 
suggest  a  specialized  cluster  of  com- 
plementary banking  services,  the  pres- 
sures of  tomorrow  will  demand  it. 

We  have  always  been  structured  to 
meet  our  customers  current  needs. 
Now  we  are  structured  to  meet  their 
needs  of  tomorrow  as  well. 


BankersTrust 
Company 

Worldwide 


International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS, TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 


Malone  of  Telecommunications  Inc.,  and  his  backyard  earth  station 
ip  program  transmissions,  and  dirty  movies  around  the  clock.. 


%  stakes  are  almost  reckless  and  nobody  knows  whether  the  prod- 
fs  going  to  work  or  whether  it  will  make  any  money,  but  cable  TV 
nains  the  business  everybody  wants  in  on.  So  . . . 


Bring  plenty 
of  money 


r 


us  Hauser,  chairman  of  Warner 
Cable  Co.,  is  sitting  in  his  plush 


By  Allan  Sloan 


Rockefeller  Center  office,  bubbling  because  American 
less  has  agreed  to  pay  $  1 75  million  for  half  his  company, 
me  $30  million  of  its  debt  and  underwrite  half  its  future 
tal  needs.  Hauser  is  so  proud  and  happy  that  he  even 
Ages  in  a  burst  of  mock  poetry.  "Lives  there  a  company 
has  not  looked  into  cable  TV?"  he  asks  rhetorically, 
pout  waiting  for  an  answer,  he  continues:  "It's  the  hottest 
rth  industry  in  the  country." 

pt  enough  for  American  Express  to  pay  nearly  six  times 
t  value  for  it. 

[blemania  is  here  again,  promising  that  this  time  it  will 
p  the  debacles  of  the  Sixties  and  early  Seventies,  when 
cable  booms  were  followed  by  big  cable  busts.  This  time 
pd,  cable  is  becoming  respectable .  Instead  of  your  old-time 
p  touter — a  promoter  leveraged  to  the  eyeballs,  holding  his 
pany's  stock  together  with  baling  wire  and  accounting 
s — cable  is  attracting  corporate  America's  version  of  re- 
table  old  money:  Amex  buying  into  Warner,  the  nation's 
l-largest  cable  company;  GE  paying  about  $470  million  in  a 
ing  deal  for  Cox  Broadcasting  Corp.,  which  includes  Cox 
e  Communications,  number  five  in  the  industry;  Times 
or  Co.  paying  $129  million  for  Communications  Proper- 
nc,  to  become  number  six,-  Time  Inc.  paying  $140  million 
he  public  shares  of  American  Television  &  Communica- 
i  (it  already  had  26%),  to  become  number  two. 


These  buys  are  only  starters — Amex, 

  GE,  Times  Mirror  and  Time  all  dream  of 

spending  billions  in  the  next  decades  to  wire  America's  big 
cities.  Banks  that  had  shunned  cable  as  too  complicated  and 
tacky  are  now  making  cable  loans.  Insurance  companies  that 
didn't  make  cable  loans  because  they  didn't  meet  investment 
standards  are  modifying  the  standards.  Prices  of  individual 
cable  systems  are  soaring.  Several  cable-related  stocks  have 
had  a  sharp  runup. 

These  big  companies  are,  of  course,  attracted  by  the  juicy 
prospect  of  someday  having  a  clear  and  direct  channel  into 
most  of  the  76.3  million  American  homes  that  own  television 
sets.  Figure  it  out:  The  average  U.S.  TV  set  burns  6.5  hours  a 
day.  Get  access  to  that  set  and  you  have  a  crack  at  selling 
entertainment  and  other  goods  and  services  to  most  of  the 
American  people  in  most  of  their  leisure  time. 

The  financial  peculiarities  of  cable  TV,  moreover,  make  it  a 
natural  for  certain  giant  companies.  Cable  is  essentially  a  cash 
flow  business  and  is  hard  to  handle  for  publicly  traded  compa- 
nies that  need  to  report  steady  quarter-to-quarter  earnings 
gains.  It  takes  a  lot  of  upfront  money  to  construct  a  cable 
system,  which  must  be  built  up,  nurtured  and  heavily  depreci- 
ated in  its  infancy  until  it  starts  making  profits.  If  you're  a 
giant  corporation  with  plenty  of  other  profits,  or  a  private 
entrepreneur,  you  depreciate  as  much  as  you  can,  because  what 
you  want  is  cash  flow  and  tax  deferrals,  not  reported  earnings 
or  balance  sheet  statistics.  The  cable  business,  in  short,  is  like 
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real  estate:  Earnings  and  bal- 
ance sheets  mean  almost  noth- 
ing, cash  flow  means  every- 
thing. A  cable  company  building 
new  franchises  consumes  cap- 
ital voraciously. 

So,  where's  the  payoff?  A  sys- 
tem, once — and  if — it  makes 
back  its  startup  costs,  can  turn 
into  a  bank. 

Essentially  you've  gotten  your 
investment  back  from  depreci- 
ation flow.  From  then  on  the 
system  is  all  gravy — few  capital 
costs,  low  operating  coats, 
steady  cash  flow — plus  the  op- 
portunity to  add  new  services 
and  bring  in  even  more  money. 
But  the  early  years  can  be  tough 
unless  you've  got  a  fat  purse  and 
no  need  to  impress  the  Wall 
Street  analysts  every  quarter. 

"The  more  you're  growing, 
the  more  losses  you're  report- 
ing," says  Sumner  Kaufman,  a 
Boston  investment  banker  who 
recently  handled  the  sale  of  a 
small  cable  company,  Amvideo. 
"We  took  the  fastest  writeoffs 
we  could,  and  we  had  a  balance 
sheet  that  would  give  a  lender 
apoplectic  fits,"  he  said.  The 
balance  sheet  looked  just  fine, 
however,  to  Bob  Hughes  of  Aus- 
tin, Tex.,  one  of  the  shrewdest 
cable  men  in  the  business.  His 
new  company,  Prime  Cable, 
paid  more  than  $9  million  for  Amvideo. 

With  names  like  Time  Inc.,  American  Express,  General 
Electric  and  Times  Mirror  crowding  into  the  business,  Prime, 
formed  by  people  who  sold  their  cable  company  to  Times 
Mirror,  can  hardly  go  wrong.  The  market  is  there.  The  finan- 
cial are  just  right  for  big  companies.  The  industry  of  the  future. 
Or  so  it  would  seem. 

However,  cable  TV  could  yet  turn  out  to  be  a  costly  trap.  It 
wouldn't  be  the  first  time  some  of  our  biggest  and  smartest 
companies  walked  into  a  trap  in  pursuit  of  a  "sure  thing." 
Remember  the  "education  industry"  of  the  Sixties?  Remember 
when  big  business  was  going  to  solve  the  housing  problem  by 
building  whole  new  communities?  Remember.  .  .  . 

Anyone  who  thinks  cable  can't  miss  in  the  Eighties  hasn't 
learned  the  lessons  of  the  Sixties  and  Seventies,  when  every- 
one said  it  couldn't  miss,  either.  Some  cable  operators  were  so 
confident  they  felt  they  could  give  things  away  to  get  fran- 
chises— promising  extensive  local  programming,  building 
elaborate  studios — and  still  make  money.  They  didn't.  The 
nation  is  dotted  with  empty  or  little-used  studios,  put  up  by 
cable  companies  as  a  condition  of  getting  franchises.  In  addi- 
tion to  abandoned  franchises,  which  are  numerous,  the  fran- 
chises in  the  nation's  two  biggest  cable  cities  are  still  embar- 
rassments to  the  industry.  Teleprompter's  franchise  in  upper 
Manhattan  has  $33.6  million  in  cumulative  losses  and  no  early 
prospect  of  a  profit;  Time  Inc.'s  franchise  in  lower  Manhattan 
now  claims  to  be  making  money  after  years  of  losses,  but  no 
one  at  Time  will  provide  figures  to  prove  it;  Hughes  Aircraft's 
Los  Angeles  franchise,  lumped  with  Teleprompter-Manhattan 
as  a  joint  venture,  is  only  now  becoming  marginal. 

The  difference  between  today's  cablemania  and  earlier  ver- 
sions is  that  today's  big  players  have  immense  amounts  of 
money  to  invest— but  the  risks,  too,  are  far  greater.  Cable's 
high  rollers  want  to  tackle  huge  unwired  city  markets:  Chica- 
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Warner  Cable  Chairman  Gus  Hauser 

With  American  Express  as  his  partner,  he's  a  happy 
man  these  days.  If  someone  paid  almost  six  times  book 
to  become  your  partner,  you'd  be  happy,  too. 


go,  Houston,  Detroit,  Phi 
phia,  where,  unlike  in  the 
towns  of  cable's  earlier  Ij 
TV  reception  is  good  and 
are  already  plenty  of  static 
get  on  your  TV  set  for  fre» 
ble  is  going  to  bet  billion: 
its  new  services  and  tec 
ogies — feature  movies  wi 
commercials,  sports  event 
found  on  commercial  TV 
gious  and  children's  prog 
burglar  alarm  systems — w 
viewers  with  good  and  £ 
TV  reception  to  pony  up  $3 
so  a  year  to  subscribe. 

In  its  younger  days,  cabl 
simple.  Beginning  in  the  F 
when  the  first  cable  sy; 
were  built,  cable  brought  T 
nals  by  wire  to  places 
couldn't  get  TV  reception 
or  received  only  a  few  cha 
poorly.  The  operators  were 
ing  the  same  TV  pictures 
people  got  free.  Some  opei 
made  money  in  this  bus 
others  priced  their  produci 
ly  or  marketed  it  poorly 
failed.  In  the  early  Seve 
there  was  a  burst  of  enthus 
as  the  FCC  changed  its  ru 
allow  cable  operators  to  bri 
"distant  signals,"  such  as  s 
ing  a  Boston  station's  Rec 
games  to  New  York  vie 
That  touched  off  another 
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bubble  that  burst  when  money  got  tight. 

By  the  time  cable's  salvation  accidentally  fell  from  the  s 
September  1975,  many  of  the  cable  plungers  were  long 
The  salvation  was  RCA's  $40  million  bet  that  a  commu 
tions  satellite  geared  to  cable  TV  transmission  would  be  p 
able,  and  Time  Inc.'s  $7.2  million  bet  ($1.2  million  a  yeai 
guaranteed  six-year  contract)  that  its  Home  Box  Office  se 
would  flourish  with  satellite  distribution.  HBO,  which 
vides  cable  viewers  with  special  features  for  an  extra  fee 
been  such  a  losing  venture  that  Time  had  frequently  thouj 
closing  it.  When  satellite  transmission  proved  successful, 
could  suddenly  send  programs  anywhere  in  the  country  si 
taneously  for  a  few  hundred  dollars  an  hour.  Before  the 
lite,  just  sending  a  one-hour  signal  from  New  York  tc 
Angeles  over  land  lines  cost  HBO  about  $3,000,  with  addi 
al  charges  for  carrying  the  signal  to  other  cities. 

At  the  same  time,  earth  station  receivers  dropped  sharp, 
price,  coming  within  range  of  the  average  cable  operator, 
the  average  man.  Once  so  exotic  and  expensive  only  go 
ments  or  huge  companies  could  afford  them,  mass  produ 
has  made  earth  stations  almost  common.  The  current  Nei 
Marcus  Christmas  catalog  offers  one  for  $36,500  (insta 
John  Malone,  president  of  Telecommunications  Inc.,  the 
ber  four  cable  company,  has  one  in  his  backyard.  Witl 
earth  station  wired  into  his  TV  set,  Malone  quips,  "I  can  v 
a  dirty  movie  any  hour  of  the  day  or  night." 

The  sudden  availability  of  Home  Box  Office  to  just  abou 
cable  system  in  the  country  transformed  the  industry.  A 
operator  scraping  by,  selling  basic  cable  service  at,  say,  $6 
month,  suddenly  had  HBO  to  sell  at,  say,  $8.50.  He  kept 
and  sent  the  other  $4.25  to  Time.  The  $4.25  was  almo 
pure  pretax  profit  for  the  operator;  the  wires  were  alreat 
place.  Time  Inc.,  which  got  a  three-year  head  start  on  its  n 
rivals,  Showtime  (a  Viacom-Teleprompter  joint  venture 
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r  Channel  (Warner),  has  60% 
he  so-called  "pay  cable"  mar- 
•  and  is  probably  grossing 
:  0  million  a  year  on  it. 
ay  cable,  in  industry  terms, 
|i  service  you  buy  above  and 
lond  basic  cable.  Its  impact 
the  cable  industry's  revenues 
!  mpressive.  Largely  because 
;pay,  the  industry's  average 
?nue    per    customer  was 
jnd  $121  last  year,  up  from 
I  in  1975,  when  there  were 
| Day-cable  customers  to  speak 
Except  in  franchises  that  had 
:ady  been  prospering  before 
5,  pay  cable  provides  most  of 
'net.  "Cable  is  a  nickel-and- 
le  business,  it  doesn't  make 
ch    money,"    says  David 
zks  Jr.  of  Warburg  Paribas 
ker,  whose  firm  has  a  seven- 
son  staff  devoted  to  cable. 
3  the  peripherals  that  boost 
jfits,"  he  says. 

ut  here's  the  hitch:  The 

tly  new  big-city  systems 
li't  be  able  to  cover  their  ba- 
costs  on  the  cable  fee  alone; 
\y  will  need  at  least  some  ad- 
'onal  revenues  as  well.  The 
i.pherals  won't  be  pure  profit 
[them.  What  is  frosting  for 
pr  systems  is  the  cake  itself 

the  proposed  new  big-city 
jcems.  J.  Leonard  Reinsch,  a 
'red  Cox  Cable  executive 
p  will  be  a  cochairman  of  the  Warner-Amex  joint  venture, 
aes  that  big-city  franchises  will  make  a  ton  of  money 
iause  people  will  use  them  for  services  such  as  placing  orders 
p  Sears,  Roebuck  or  booking  airplane  flights.  "It's  the 
jerican  dream,"  he  says.  Maybe.  But  the  cable  industry  faces 
jrmidable  foe,  AT&T,  which  already  has  wires  all  over  the 
ntry,  has  tremendous  technological  expertise  and  capital, 
I  is  trying  to  get  into  fields  that  cable  would  like  to  preempt. 

i trust  law  keeps  AT&T  out  of  cable  itself,  but  AT&T  is 
[Dived  in  a  joint  venture  with  Knight-Ridder  Newspapers  in 
i 'oral  Gables,  Fla.  experiment  that  hooks  keyboards  into 
iscribers'  television  sets.  Subscribers  can  call  up  information 
l^ing  from  weather  forecasts  to  airline  schedules,  and  can 

things  just  by  pushing  buttons.  That's  what  cable  opera- 
\-  would  like  to  do,  but  in  Coral  Gables,  which  isn't  wired  for 
le  TV,  AT&T's  phone  wires  are  being  used  as  the  transmis- 
V  medium.  If  the  hardware  and  computers  needed  to  make 
al  Gables-like  services  widely  available  come  into  use,  the 
ne  company  has  a  big  jump  on  the  cable  industry,  provided 


David  Wicks  Jr.  of  Warburg  Paribas  Becker 
A  noted  cable  expert,  he  says  that  basic  cable  TV- 
vice  isn't  how  you  make  money  today.  The  goal, 
says,  is  to  load  on  extra  services  at  extra  prices. 


Washington  doesn't  interfere. 
There's  also  the  question  of  vi- 
deodiscs (see  box,  p.  52). 

The  three  major  networks  are 
now  watching  cable  nervously. 
They've  spent  decades  assem- 
bling enough  local  station  affili- 
ates to  give  advertisers  national 
exposure  no  other  medium  can 
match.  Now,  anyone  with  ac- 
cess to  a  communications  satel- 
lite can  sign  up  cable  TV  sys- 
tems and  make  his  own  net- 
work almost  overnight.  Given 
its  ability  to  siphon  off  view- 
ers— in  some  areas,  Home  Box 
Office  shows  sometimes  get 
higher  ratings  among  cable  cus- 
tomers than  network  shows 
do — cable  obviously  might  si- 
phon off  substantial  amounts  of 
advertising.  Bill  Donnelly  of 
Young  &  Rubicam  predicts  that 
cable  TV  will  be  in  30%  of  the 
nation's  homes  by  late  1981 
(now  it's  in  20%).  At  30%,  Don- 
nelly says,  "advertisers  in  gener- 
al will  start  investing  in  cable 
TV  in  a  regular  manner." 

Potential  competition  aside, 
whether  wiring  big  cities  for  ca- 
ble will  be  massively  profitable 
or  a  financial  version  of  a  land 
war  in  Asia  won't  be  known  for 
years,  after  the  billions  have 
been  spent  and  the  systems  ac- 
tivated. The  new  theory  is  that 
viewers  with  good  pictures  and  plentiful  free  TV  will  pay  for 
special  cable  services.  This  is  being  tested  in  Columbus,  Ohio 
but  the  results  there  are  inconclusive.  Columbus  is  where 
Warner  Cable  is  testing  its  two-way  Qube  system,  which  has 
cost  around  $30  million  to  develop.  Qube  is  a  system  that 
allows  subscribers  to  send  messages  using  keyboards  wired 
into  their  TV  sets.  Qube  viewers  can  order  special  shows  at  $2 
or  so  apiece,  or  push  buttons  to  say  whether  they  like  what 
they're  seeing  on  the  tube.  Through  incessant  promotion, 
Warner  has  turned  Qube  into  the  largest  media  event  in 
Columbus  since  Ohio  State  fired  Woody  Hayes  for  punching  an 
opposing  football  player,  and  proudly  claims  that  Qube  has 
boosted  the  number  of  cable  subscribers  in  Columbus  from 
under  15,000  to  37,000.  That's  impressive  but  it's  not  conclu- 
sive. Columbus  has  100,000  homes  in  areas  served — "passed" 
in  cable  jargon — by  cable  wires.  That  means  with  two  years  of 
heavy  promotion  Warner  still  is  selling  to  only  37%  of  its 
potential  market.  Yet  without  waiting  for  a  conclusive  Colum- 
bus answer,  Warner  is  building  a  $100  million  system  with 


he 


Frozen  out 


CBS  has  a  nasty  little  problem.  Barred 
by  the  FCC  from  owning  cable-TV 
properties  in  the  U.S./ it  got  rid  of  its 
holdings  eight  years  ago  by  spinning 
off  Viacom  International.  But  CBS  has 
quietly  owned  pieces  of  Canadian  ca- 
ble companies  for  years,  and  now  is  in 
trouble  because  of  it. 

Here's  what  happened.  CBS  owns 
18.4%  of  Premier  Cablevision  Ltd., 
but  doesn't  control  it.  A  Premier  sub- 


sidiary, Multivisions  Ltd.,  won  the 
franchise  for  Anchorage,  Alaska.  CBS' 
share,  which  works  out  to  about  0.5% 
of  the  Anchorage  franchise,  puts  it 
afoul  of  the  FCC  rule.  Multivisions 
has  asked  the  FCC  for  a  waiver. 
Meanwhile,  Premier  is  bidding  on 
other  U.S.  properties  and  CBS  also 
owns  20%  of  Netcom  which  could 
seek  U.S.  properties  someday. 
Should  the  FCC  turn  down  Multivi- 


sions' request,  CBS  has  at  least  one 
potential  out:  Canadian  Cablesystems 
is  offering  to  buy  Premier  for  cash. 
Though  Premier's  big  stockholders 
are  resisting,  at  least  someone  is  inter- 
ested in  the  stock.  Under  Canadian 
law,  CBS  can't  own  more  than  20%  of 
a  cable  company  there,  but  no  U.S. 
laws  keep  Canadian  companies  out  of 
cable  operations  in  America.  Talk 
about  double  standards' 
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Qube  to  pass  600,000  homes  in 
and  around  Houston,  and  is 
building  a  $30  million  system 
with  Qube  to  pass  175,000 
homes  in  Cincinnati. 

The  $130  million  is  a  lot  of 
bucks,  but  peanuts  compared  to 
what  it  will  cost  to  finish  wiring 
the  U.S.  Some  26  million  of  76.3 
million  American  homes  with 
TV  sets  are  passed  by  cable  now, 
and  15  million  of  the  26  million 
take  cable.  But  remember  this: 
Many  of  those  26  million  homes 
are  in  relatively  thinly  populat- 
ed areas,  where  it  is  often  cable- 
or-nothing  so  far  as  customers 
are  concerned.  It's  much  harder 
to  get  people  to  sign  up  in  areas 
where  there  are  plenty  of  clear 
signals. 

At  any  rate,  the  test  is  com- 
ing. By  1985 — which  is  not  that 
far  away — it  is  estimated  there 
will  be  85  million  TV  homes  in 
the  U.S.,  of  which  about  70  mil- 
lion will  be  worth  cabling  (the 
rest  are  too  dispersed).  That 
leaves  around  44  million  homes 
to  cable.  It  will  cost  as  much  as 
$10  billion  to  wire  them  up.  Fig- 
ure it  out:  $2  billion  a  year. 
That's  a  great  deal  of  capital  for 
a  relatively  untested  industry. 

Undaunted,  big  business  is 
crowding  to  get  into  cable.  Con- 
sider this:  American  Express 


Steven  Dodge  in  his  unfinished  office 

Once  a  bank  officer  making  cable  loans,  he's  out  on  his 
own  in  a  new  cable  company.  His  warning:  When  you 
bid  for franchises,  beware  the  trap  of  ego. 


will  pay  $175  million  in 
and  notes  and  indirectly  as 
$30  million  of  Warner  Cl 
debt,  placing  a  valuation  of 
million  on  the  whole  com 
Year-end  1978  figures,  the 
recent  ones  available,  indi 
that  Warner  Cable's  book 
was  about  $60  million.  Be 
a  lot  of  cable  expenses 
charged  off  rather  than  cal 
lzed,  Warner  Cable's  1978 
ings  were  $1.1  million.  By 
ventional  standards, 
Amex  is  paying  583%  of 
for  its  half  of  Warner  Cabl 
is  valuing  the  company  a 
times  earnings.  Even  allc 
for  the  fact  that  book  valm 
earnings  don't  mean  all 
much  in  cable,  there's  a 
hope  in  that  price. 

Let's  talk  about  cash 
which  is  the  basis  on  whici 
ture,  reasonably  well-deve 
cable  systems  are  bought 
sold.  A  buyer  pays  a  multi| 
a  system's  cash  flow- 
flow,  in  the  cable  business 
ing  defined  as  operating 
enues  less  operating  exp 
before  calculating  income 
depreciation  or  debt  paym 
Once  buyer  and  seller  agre 
the  multiple,  the  cable  sysl 
debt  is  subtracted  to  corti 
with  a  price. 


Disco  tech 


Let's  say  you've  got  that  gorgeous  col- 
or TV  set  (as  60.3  million  American 
homes  have),  can't  be  bothered  to  vid- 
eotape and  edit  programs  off  the  air, 
don't  go  out  as  much  now  that  gaso- 
line prices  are  edging  up  on  cham- 
pagne, but  don't  want  to  leave  the 
programming  up  to  the  Freddie  (Super- 
train)  Silvermans  at  the  networks  or 
the  local  cable-system  operator. 
What's  a  home-video  consumer  to  do? 

If  you  happen  to  live  in  either  At- 
lanta or  the  Seattle-Tacoma  area,  you 
have  an  alternative — the  videodisc. 
It's  a  recordlike  disc  carrying  images 
as  well  as  sounds  (see  Forbes,  June  1, 
1976).  Last  December  MCA/Philips 
began  selling  them  along  with  its 
Magna  vision  disc  players  in  those  two 
test  markets.  RCA  also  has  developed 
a  disc  system,  called  Selecta Vision, 
but  has  not  put  it  on  the  market  yet. 

Both  systems  use  mass-producible 
12-inch  records  that  spin  on  a  turnta- 
ble and  play  their  programs  on  your 
T  V.  The  disc's  audiovisual  fidelity  is 
rated  as  superior  to  that  of  videotape 
but,  unlike  the  tapes,  you  cannot  re- 
cord and  rerecord  on  the  discs.  The 
program  is  as  determined  as  a  phono- 


graph record's.  On  the  other  hand, 
discs  are  far  cheaper  than  videotape 
cassettes,  selling  for  from  $5.95  to 
$24.95,  compared  with  $50  or  more 
for  tapes.  MCA/Philips  hopes  to  get 
the  price  down  with  economies  of 
scale,  something  that  has  proved  diffi- 
cult with  tape. 

Despite  the  similarities,  the  two 
disc  systems  differ  to  the  point  of 
incompatability.  The  MCA/Philips 
machine  uses  a  sophisticated  scan- 
ning laser  to  pick  the  signal  off  the 
disc.  The  RCA  machine,  like  your 
phonograph,  has  a  stylus  that  rides  in 
grooves  on  the  disc  and  senses 
changes  in  electrical  capacitance  to 
reproduce  the  signal. 

MCA'Philips  players  are  priced  at 
$775 — about  where  discount  stores 
sell  videotape  players.  In  Atlanta  over 
3,300  machines  and  50,000  discs  have 
been  sold.  In  Seattle-Tacoma  custom- 
ers have  bought  1,900  players  and 
25,000  discs,  or  an  average  of  13  to  15 
discs  per  player.  The  MCA  program- 
ming seems  to  be  helping. 

The  MCA  disc  library  contains  fea- 
ture films  from  Universal  and  other 
studios  such  as  Saturday  Night  Fever, 


Jaws  and  The  Godfather  as  well  as  clas 
sics  like  Bride  of  Frankenstein  and  Dou 
ble  Indemnity .  MCA  also  offers  televi 
sion  movies  like  The  Bionic  Woman 
and  films  of  Julia  Child  cooking  boeu 
bourguignon,  Sugar  Ray  Robinsor 
fighting  Jake  LaMotta,  Jacques  Cous 
teau  with  the  singing  whales  and  a 
course  in  how  to  stop  smoking. 

Enter  International  Business  Ma 
chines.  IBM  and  MCA  recentl> 
formed,  a  joint  venture,  DiscoVisior 
Associates,  which  is  making  the  discs 
and  working  on  technologies  for  im 
proving  them.  Is  IBM  going  into  home 
entertainment?  Probably  not,  but  re 
member:  IBM  is  interested  in  infor 
mation  storage  and  retrieval,  and 
what  is  a  videodisc  but  a  means 
storing  and  retrieving  information? 

The  broadcasting  networks  have  a 
natural  interest  in  videodiscs;  the  net 
works  are  barred  by  law  from  going 
into  cable,  and  videodiscs  are  a  poten 
tial  competitor  for  the  home  enter 
tainment  dollars  that  might  other 
wise  go  to  cable.  Each  system  has  its 
advantages.  In  the  end  the  market  will 
decide — on  the  basis  of  price  and  con 
venience  and  variety.— Steven  Flax 
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Want  to  see  economy  cars 

get  up  to  20%  better  gas  mileage? 


Borg-Warner  is  about  to  introduce  a  new  automatic  transmission  so  revolutionary  it  improves 
gas  mileage,  even  on  small  economy  cars,  by  14  to  20%.  That's  Borg-Warner  today.  And 
there's  more  to  come.  In  eight  major  industries  Borg-Warner  is  a  company  to  watch. 


Watch 
Borg-Warner 


Basic  economics  tells  us  a 
cash  flow  is  worth  a  lower  mul- 
tiple during  times  of  high  inter- 
est rates  than  during  times  of 
low  rates.  Here's  why:  At  10%, 
a  $1  million  cash  flow  is  worth 
$10  million  to  an  investor,  but 
at  15%,  the  same  $1  million  a 
year  is  worth  only  $6.67  mil- 
lion. Logically,  prices  of  cable 
systems  should  be  falling.  The 
cable  market  is  defying  logic. 

"In  an  average  saturated  mar- 
ket today,  paying  ten  times  cash 
flow  [less  debt]  is  not  unusual," 
says  Bill  Daniels  of  Denver's 
Daniels  &  Associates,  the  na- 
tion's biggest  cable  broker.  "It 
was  eight  times  cash  flow  two 
years  ago,  and  eight  and  a  half  to 
eight  and  three-quarters  a  year 
ago,"  Daniels  continues.  Why 
the  increase?  "The  communica- 
tions companies  will  pay  a  get- 
ting-in  price  normal  buyers 
won't  pay." 

The  upsurge  in  prices  ought  to 
alert  potential  buyers  that  the 
market  may  be  acting  irratio- 
nally. Another  thing  to  worry 
about  is  a  pattern  in  which  ex- 
ecutives of  cable  companies  be- 
ing acquired  by  the  giants  pick 
up  shop  and  use  the  giant's 
money  to  reenter  the  cable  busi- 
ness as  independents.  At  Com- 
munications Properties  Inc., 
which  Times  Mirror  bought  in 
January  for  $89  million  in  cash 
and  $40  million  of  assumed 
debt,  the  top  five  executives  left 
three  months  after  the  sale 
closed.  They  started  a  new  com- 
pany, Prime  Cable.  Bob  Hughes, 
Prime's  chairman,  says  he  was  leaving  anyway,  but  that  the 
other  executives  left  because  Times  Mirror  insisted  on  trans- 
ferring them  from  Communications'  headquarters  in  Austin  to 
Times  Mirror  headquarters  in  Los  Angeles. 

In  addition  to  the  corporate  colossi  we  met  earlier,  compa- 
nies on  the  prowl  for  cable  properties  include  Gannett  and 
Capital  Cities,  both  of  which  are  rumored  to  be  buying  one  of 
the  few  remaining  independent  cable  companies  big  enough  to 
matter;  Knight-Ridder  Newspapers,  which  says  it's  "actively" 
appraising  cable;  Newhouse  Broadcasting,  which  has  commit- 
ted $25  million  to  a  venture  with  executives  who  left  Cox 
Cable  after  the  GE  deal  was  announced;  Harte-Hanks,  which 
has  hired  ex-American  Television  &  Communications  people 
to  start  a  cable  division;  and  the  New  York  Times  Co.  There 
are  also  Canadian  cable  companies,  loaded  with  cash  because 
their  big-city  systems  have  finally  matured  and  government 
fiats  in  Canada  haven't  left  much  of  anything  to  be  wired  or 
traded  up  to  pay  cable.  And  there  are  independent  (non-Bell) 
telephone  companies,  for  whom  cable  is  a  natural.  AT&T  and 
the  three  TV  networks,  which  are  also  naturals  for  cable,  are 
currently  barred  from  it  on  antitrust  grounds. 

The  independent  publicly  traded  cable  companies  left  are 
clearly  an  endangered  species,  despite  their  protestations  of  not 
being  for  sale.  It's  a  lot  easier  and  quicker  for  a  corporate 
treasurer  with  money  to  bum  to  buy  an  existing  company  than 
to  start  from  scratch  "There  won't  be  an  independent  cable 
company  left  in  five  years,"  says  John  Reidy  of  Drexel  Burnham 


Fine-tuning  the  values 


In  the  cable  business,  cash  flow  is  everything.  It's  the 
basis  on  which  cable  properties  are  bougbt  and  sold, 
regardless  of  what  the  balance  sheet  looks  like.  In 
cable,  cash  flow  is  operating  revenues  less  operating 
costs,  before  depreciation,  debt  payments  or  income 
taxes.  Individual  systems  are  now  selling  at  nine  to  ten 
times  cash  flow,  less  debt.  Because  it's  a  reasonably 
good  bet  that  many  of  the  independent  cable  compa- 
nies will  be  gobbled  up  by  cash-rich  companies  coming 
into  cable,  Forbes  has  analyzed  the  half-dozen  largest 
public  cable  companies  on  a  cash  flow  basis,  pricing 
them  at  nine  times  cash  flow  less  debt  to  arrive  at  a 
plausible  "value"  per  share  for  each.  These  figures 
dont  include  the  value  of  unbuilt  or  partly  built  fran- 
chises, or  the  price  an  acquirer  might  pay  to  be  able  to 
enter  cable  in  a  hurry  instead  of  spending  years  build- 
ing a  system. 

Stocks  of  cable  television  companies  arent  usually 
analyzed  this  way.  That,  perhaps,  explains  why  in  most 
cases  an  acquisition-minded  company  on  the  prowl 
might  pay  a  substantial  premium  above  the  current 
market  price. 


Company 

Latest 
1 2  months 
cash  flow 
Imil) 

Cash 
flow 
per 
share 

Capitalized 
cash  value 
per  share 

Recent 
price 

Teleprompter 

$63.52 

$3.75 

$26.40 

16% 

Telecommunications  * 

37.77 

4.50 

22.70 

17 

Viacom 

29.80 

6.75 

49.65 

33 

United  Cable 

15.55 

4.05 

24.30 

23 

UA-Columbia 

14.58 

4.40 

25.65 

31 Y2 

Comcast 

6.65 

4.15 

24.50 

18  V* 

*  Forbes  estimate,  reflecting  company  estimates  of  minority  interests 
in  certain  properties  and  the  effect  of  a  major  asset  swap  now  pending 


Lambert,  an  industry  ana 
If  bidding  for  existing 
properties  is  getting  a  litt 
consider  what's  happen 
the  jostling  for  franchises 
cities  not  yet  wired.  In  a» 
to  making  concession 
paying  3%  to  5%  of  cab 
enues  for  franchise  fees,  f: 
vices,  lots  of  "public  acc« 
cilities,  and  so  on — the  bi 
companies  are  taking  or 
partners  at  cut-rate  price 
partners'  major  contnbu 
political  clout. 

Take  Minneapolis, 
Canadian  Cablesystems 
ly  won  the  right  to  spend 
$40  million  to  wire  the  c 
liberal,  and  say  banks  wu 
$30  million  of  the  $40  n 
leaving  $10  million  of 
Canadian  sold  a  33%  equ 
terest  to  local  partners  fc 
million.  That's  dow 
Scroogelike  compared 
deal  Time's  American 
sion  &  Communicatioi 
fered  its  local  honchos:  21 
$200,000.  That's  20%  of  t 
uity  for  2%  of  the  equity  c 
Not  a  bad  way  to  beat  inf I 

Or  take  Pittsburgh, 
cost  estimates  range  from 
million  by  Teleprompter  ( ■ 
says  it  can  stay  independe  |a$ 
still  compete  with  the  big 
ey  boys)  to  $47.9  milli 
Warner  (which  says  only 
can  play  the  game).  Pici 
million,  and  assume  $9  n 
is  equity  capital  and  th 
debt.  The  Teleprompter- 
cast  joint  venture  in  Pitts 
is  selling  13%  to  local  partners  for  $267,500,  or  3% 
capital.  Time's  American  Television  is  selling  20%  td 
partners  for  $500,000,  5%  of  the  capital  contribution.  1 
perfectly  legal.  The  money  being  virtually  given  away  tc 
investors  in  return  for  political  backing  dwarfs  the  $1 
former  Teleprompter  Chairman  Irving  Kahn  was  convic 
bribing  city  officials  with  in  Johnstown,  Penna.  Kahi 
sentenced  to  five  years  in  jail  for  bribery  and  perjury. 

The  bidding  will  only  get  worse  as  the  deep-pockets  c 
which  has  already  driven  up  prices  for  existing  cable  sys 
starts  bidding  in  earnest  on  new  ones.  "There's  a  paranc 
the  part  of  certain  operators  that  if  they  don't  get  the  frar 
now,  they'll  never  get  it,"  says  Steven  Dodge,  formerly 
president  making  cable  loans  at  First  National  Bank  of  B 
"The  fear  generates  a  competitive  frenzy  that  causes  r« 
ably  prudent  and  successful  businessmen  to  compromi 
standards  that  made  them  successful.  You've  got  a  lot 
companies  with  not-so-small  egos  involved.  There's  a 
ment  of  we-will-win-at-any-cost." 

But  what  will  they  be  winning?  Robert  Sullivan,  an  A 
can  Express  vice  president  in  the  office  of  corporate  de\ 
ment,  likes  to  compare  the  industry  to  automobiles.  ' 
1900  to  1920,  there  were  5,000  auto  companies,"  he 
"Over  time,  it  evolved  down  to  two  and  a  half."  Wh 
overlooks,  however,  is  that,  aside  from  Ford  and  Ge 
Motors,  more  money  may  have  been  lost  in  automobile  r) 
facturing  than  was  ever  made  in  it.  ■ 
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Up  there, with  no  speed  limits. 
Jack  Nicklaus  flies  the  only  jet 
with  no  life  limits. 


With  one  exception,  the 
Federal  government  restricts 
the  number  of  hours  an  aircraft 
can  fly  before  major  structural 
components  must  be  replaced. 

The  exception  is  Falcon. 

Falcon  jets  have  no  life 
limits  on  either  the  airframe  or 
major  components.  When 
other  jets  are  grounded  for 
replacement  of  key  structural 
components,  Falcon  jets  keep 
you  flying. 

Too,  Falcon  jets  are  the 
only  business  jets  with  no 
speed  restrictions  on  flight 
through  turbulence. 

Which  is  why  Jack  Nicklaus 
and  hundreds  of  other 
corporate  leaders  depend  on 
Falcon  aircraft. 


The  security  you  feel, 
knowing  you  are  flying  a  Falcon 
is  immeasurably  comforting. 

Of  measurable  value  are  the 
time  and  money  saved 
at  the  times  when  other 
jets  require  major  parts 
replacements. 


You'll  save  time  and  money, 
too,  when  your  executives  are 
transported  in  the  fastest 
business  jet  flying — 
the  Falcon  10. 

Such  outstanding 
strengths  are  typical  of  the 
excellence  and  integrity  of 
every  Falcon  jet— the 
8-passenger  Falcon  10,  the 
10-passenger  Falcon  20H,  and 
the  3-engine,  12-passenger 
Falcon  50. 

To  learn  more  about  the 
Falcon  family  of  fine  business 
jets,  write  Tom  Turner,  Vice 
President,  Marketing,  Falcon 
Jet  Corporation,  Teterboro 
Airport,  Teterboro,  NJ  07608. 


Falcon  Jet  Corporation 


e  energy  crisis  has  endless  ramifications, 
tong  them  may  be  a  major  revival,  thanks 
coal,  of  shipping  on  the  Great  Lakes. 


Ships  ahoy! 


By  Richard  Greene 


^  HE  VAST,  VIRTUALLY  UNTAPPED  Coal- 
fields of  Montana  and  Wyoming 
are  one  of  America's  great  energy 
urces,  and,  with  each  turn  of  the 
|;C  screw,  they  become  more  valu- 
1  However,  getting  the  coal  to  the 
[;kets  in  the  East  has  been  a  big  prob- 
I  While  the  rich,  close-to-the-surface 
ijis  are  easier  to  mine  than  the  East's 
l^rground  seams  and  require  only  one- 
|jth  the  man-hours  of  labor,  the  high 
l|  and  time  required  for  rail  transporta- 
I  has  largely  offset  these  advantages, 
iithere  is  a  way  out  of  the  impasse:  use 
(lie  water  route  via  the  Great  Lakes, 
ilaove  Montana  coal  wholly  by  rail  to, 
I  Detroit,  would  cost  something  like 
a  ton  and  consume  at  least  ten  days; 
;)to  transport  it  via  rail  to  Superior, 
.  and  from  there  by  water  to  Detroit 


costs  only  $18.50  a  ton  and  can  be  done 
in  about  five  days. 

The  Great  Lakes  have  long  been  one  of 
the  world's  great  trade  routes,  carrying 
grain  and  iron  ore  pellets  from  West  to 
East  and  eastern  coal  from  East  to  West. 
Its  coal  traffic,  however,  has  been  declin- 
ing. That  decline  is  about  to  be  reversed. 

Here  are  six  potential  beneficiaries  of 
the  coming  boom  in  Great  Lakes  ship- 
ping. Two  are  shipbuilders:  American 
Ship  Building  and  Manitowoc.  The  other 
four  are  owner-operators  of  fleets  of  giant 
freighters:  GATX,  Oglebay  Norton, 
Cleveland-Cliffs  Iron  and  Moore  McCor- 
mack  (see  table,  p.  58). 

The  movement  of  western  coal  is  al- 
ready adding  dollars  to  some  of  these 
companies'  earnings.  GATX'  American 
Steamship  subsidiary,  for  example,  has  a 
long-term  contract  to  ship  coal  to  De- 
troit Edison,  some  3.5  million  tons  in 


1980  alone.  Detroit  Edison  generates 
about  25%  of  its  electricity  from  western 
coal.  Niagara  Mohawk  Power,  a  $1.3  bil- 
lion utility  in  upstate  New  York,  plans  to 
build  an  offshore  unloading  platform  near 
Dunkirk,  N.Y.  (the  site  of  its  Lake  Erie 
plant)  and  put  in  two  western  coal-burn- 
ing units  nearby  at  an  estimated  cost  of 
$1.7  billion  by  the  late  1980s. 

The  city  of  Buffalo  may  also  experi- 
ence a  shipping  renaissance.  Prior  to  the 
St.  Lawrence  Seaway's  introduction  in 
1959,  Buffalo  had  been  a  booming  port; 
but  the  Seaway  diverted  much  traffic. 
Now,  Congressman  Jack  F.  Kemp  and 
others  are  lining  up  private  businesses 
and  investors  to  finance  a  port  in  Buffalo, 
to  handle  coal  and  other  commodities 
brought  in  through  the  lakes. 

There  is  still  one  major — if  short- 
term — obstacle  to  the  increased  use  of 
western  coal.  Here's  the  story:  Until 
1977  utilities  were  not  required  to  use 
expensive  scrubbers  to  clean  the  relative- 
ly low-sulfur  western  coal.  In  1977  Con- 
gress passed  an  amendment  to  the  Clean 
Air  Act  of  1970  which  extended  the 
scrubbing  requirements  to  the  already 
clean  western  coal.  Lobbying  the  bill 
through  Congress  was  a  cynical  alliance- 
of-convenience  between  the  United 
Mine  Workers  and  the  environmental- 
ists. The  UMW  represents  primarily 
eastern  workers;  western  workers  are 
represented  by  less  politically  powerful 
unions,  like  the  International  Union  of 
Operating  Engineers.  Quite  simply,  the 
UMW  fears  competition  from  the  clean- 
er and  cheaper  western  coal.  As  for  the 
environmentalists,  they  would,  basically, 
prefer  to  see  western  coal  remain  in  the 
ground.  At  any  rate  the  Environmental 
Protection  Agency  confused  an  already 


Portal  to  portal 

It's  1,700  miles  from  the  Decker  Coal 
Mines  in  Montana  to  Detroit  Edison's 
power  plant  in  St.  Clair,  Mich.  Yet, 
through  a  combination  of  rail  and 
ship,  thousands  of  tons  of  coal  can 
cover  the  distance  in  just  over  five 
days.  The  coal  first  moves  in  110-car- 
long  "unit  trains"  of  the  Burlington 
Northern  to  Superior,  Wis.,  where  it 
is  transferred  to  1,000-foot  ships.  The 
ships  cover  the  remaining  680  miles 
in  under  three  days.  Fare  for  Detroit 
Edison:  under  $13  a  ton. 


 «=  i 


 Superior  Midwest 

, — »  Decker  Mines      transshipment  facility 

Detroit  Edison's 
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Executives/Professionals 


BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com- 
petitive rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll-free 
800  525  1344  or  mail  coupon. 

W.  L.  Martin 

Dept.  0739 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


^  ^  Write 

W.  L.  Martin 

rDept.  0739 
14201  E.  4th  Ave.,  P.O.  Box  39F 

■ Denver,  CO  80239 
Sendcomplete  information  and  a  loan  application 


1 

I 
I 


Address. 
City_ 


.State. 


-Zip_ 


arllliata  ol  The  St  Paul  Companies  inc 


848 


BPOCK 


PROFESSIONAL 
PETROLEUM 

EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  C8TY,  OK 
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Red  herring  in  the  Great  Lakes 


The  Great  Lakes  have  always  had  one  serious  drawback.  Unlike  railroad  tr 
they  freeze  over  in  the  winter.  To  prevent  possible  disasters,  the  lakes 
been  traditionally  closed  from  Dec.  15  to  Apr.  1  each  year. 

For  the  last  seven  years  an  experimental  program  has  been  in  effect,  exfj 
ing  the  season  to  12  months  on  the  four  upper  lakes.  According  to  the 
Army  Corps  of  Engineers,  the  experiment  has  been  a  success.  Thus,  the  C 
wants  to  allow  full-year  shipping  on  those  lakes  and,  subject  to  further  testa 
month  shipping  on  the  Welland  Canal,  Lake  Ontario  and  the  Seaway. 

Predictably,  however,  environmentalists  are  concerned  about  the  long-i 
effects  of  an  extended  season.  They  claim  that  wildlife  will  suffer  becau 
river  dredging,  which  erodes  their  feeding  grounds.  They  also  claim  thai 
natural  beauty  of  the  area  will  be  destroyed,  bringing  ruin  to  commun 
where  tourism  is  a  vital  business. 

But  the  fact  is,  it's  really  a  noncontroversy  as  far  as  the  shippers 
concerned.  They  don't  want  a  12-month  season.  Listen  to  GATX's  D. 
Fuller:  "I  have  not  met  a  shipper  on  the  Great  Lakes  that  advocates  year-rc 
shipping.  Number  one,  we  like  to  service  our  vessels  in  the  winter  and  nur. 
two,  our  vessels  are  not  really  designed  to  run  in  heavy  ice." 

What  do  the  shippers  want? 

Fuller:  "We're  advocating  a  flexible  season — ten  months  a  year,  give  or  ta 
few  weeks  depending  on  what  Mother  Nature  does.  Don't  try  to  sail 
January  if  we  get  the  kind  of  freeze  we  had  last  January.  And  if  January's  n 
keep  it  going  as  long  as  commerce  keeps  moving."  Fuller  is  making  s< 
converts.  William  C.  Hennessy,  commissioner  of  transportation  for 
York — and  formerly  an  opponent  of  any  season  extension — recently  came 
in  favor  of  a  flexible  season  for  the  four  upper  lakes.— R.G. 


complicated  situation.  Scrubbers  are 
very  expensive.  Utilities  hesitate  to  in- 
stall them  to  meet  legal  requirements 
that  are  frivolous  and  may  eventually  be 
repealed.  The  Environmental  Protection 
Agency  is  already  under  great  pressure  to 
loosen  up  the  amendment. 

Once  the  logjam  breaks,  the  demand 
for  coal-carrying  ships  is  going  to  ex- 
plode. The  best  method  of  moving  the 
coal  over  the  lakes  is  in  immense,  1,000- 
foot,  $65  million  ships  that  look  like 
waterside  companions  to  Buck  Rogers' 
spaceship.  These  enormous  vessels  are 
self-unloading  and  can  handle  68,000 
tons  of  coal  in  under  ten  hours. 

Only  two  companies  are  equipped  to 
manufacture  these  ships:  George  Stein- 
brenner's  American  Ship  Building  and 
Manitowoc's  subsidiary,  Bay  Shipbuild- 
ing. So,  it's  no  surprise  that  both  firms 
are  booked  up  two  years  out;  Manitowoc 
has  options  for  yet  another  two  years. 


Unfortunately,  they  can  only  pre 
about  two  ships  a  year  each. 

Even  without  western  coal,  these 
panies  will  have  a  steady  flow  of 
ness.  The  U.S.  Great  Lakes  fleet  is 
outmoded;  from  1960  to  1970  noi 
lake  bulk  self-unloaders  were  bu 
U.S.  carriers.  The  Canadians  took 
90%  of  the  commerce  between  C 
and  the  U.S.  as  their  government  p 
money  into  their  fleet.  Only  when 
al  guarantees  for  financing  became 
able  about  ten  years  ago  did  the  U.S 
start  to  be  modernized. 

There  are  other  difficulties:  Car 
shipping  season  be  extended?  (See 
Will  there  be  enough  sailors  to  man 
ships?  What  new  obstacles  will  pi 
sional  environmentalists  dream  up 

In  time  all  these  problems  wi 
solved.  Like  coal  itself,  this  vast  w 
way  is  a  great  American  resource 
has  been  sadly  underutilized.  ■ 


Full  steam  ahead 


Below,  a  half-dozen  companies  ready  to  take  advantage  of  a  boom  in  Great  Lai 
shipping.  The  first  four  own  fleets  that  will  be  in  increasing  demand  as  westt 
coal  starts  flowing.  The  last  two  make  the  1,000-foot  ships  to  carry  the  cc 
American  Ship  Building's  figures  are  distorted— the  result  of  a  recent  strike. 


Company 


 Estimated  1979  

sales  earnings  Recent 
(mii|       (mil)         EPS  price 


Price/ 
earnings 
ratio 


Stock 
range 
high-low 


Yiel 


GATX  Corp 


$840  $71.5 


Moore  McCormack  Resources  420  40.0 

Cleveland-Cliffs  Iron  Co  370  48.0 

Oglebay  Norton  Co  200  16.1 

Manitowoc  Co*  281.4  23.6 

TheAmericanShipBuildingCo*  133.5  2.4 


$5.96 
7.02 

3.93 
7.00 
2.21 
0.50 


37'/4 
34% 

31'/2 

44 
l7Vi 

13'/2 


27 


46  -233/4 
37'/2-27 
3  7 'A -25% 
45  -35 
24  -15'/2 
19% -10% 


5.4 
3.2 
4.4 
5.0 
4.3 
5.9 


'Actual  figures. 
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No  other  major 
public  finance  group 
is  growing  as  fast 
as  E.EHuttons. 


1975 

Ranking: 

40th 
Amount: 
S180, 249,000 


1976 

Ranking: 

21st 
Amount: 
$438,231,000 


1977 

Ranking: 

9th 
Amount: 
,021,546,000 


1978 

Ranking: 

7th 
Amount: 
$1,494,249,000 


1979 

(first  six  months) 
Ranking: 

3rd 
Amount: 
$798,444,000 


When  EF  Hutton  talks, 

people  listen. 


Source  of  rankings  and  par  amount  managed:  Public  Security  Associauon  Member  of  SI  PC 


What  does  it  take  to  be  a  really  great  retailer? 
Single-minded  devotion  to  keeping  a  winning 
concept  simple.  Meet  Selim  Zilkha. 


Mum's  best  friend 


By  Lawrence  Minard 


Toward  the  end  of  our  interview, 
we  asked  Selim  Zilkha,  the 
founder-chairman -control  ling- 
stockholder  of  Britain's  highly  successful 
Mothercare  Limited  chain  of  baby-care 
stores,  if  he  is  worried  that  some  Ameri- 
can entrepreneur  might  copy  his  concept 
and  forestall  Zilkha's  attempt  to  conquer 
the  U.S.  baby-care  market.  "They  can 
steal  our  styles  and  patents,"  Zilkha  re- 
plied, "but  they  cannot  steal  our  minds." 

Zilkha  chuckles.  "I  think  that's  how 
the  quote  goes."  He  opens  his  desk  and 
pulls  out  an  index  card.  "I  was  close. 
'They  borrowed  our  styles  and  patents, 
but  they  could  not  borrow  our  minds.' 
That's  Kipling.  I  like  that." 

Zilkha  got  the  quote  wrong,*  but  he's 
got  his  retailing  concept  exactly  right. 
What  else  can  you  say  about  Britain's 
Mothercare,  whose  364  children's-care 
stores  earned  over  $16  million  last  year 
on  sales  of  $280  million?  That's  6  cents 
per  sales  dollar,  probably  outmatched  in 
retailing  only  by  the  10.5  cents  per  dollar 
earned  in  the  U.S.  by  Milton  Petrie's 
phenomenal  Petrie  Stores  (Forbes,  Dec. 
1, 1976).  Most  successful  U.S.  retailers  do 
well  to  net  4  cents  per  sales  dollar. 

Zilkha,  now  52,  started  the  business 
from  scratch  when  he  was  34.  He  aimed 
at  a  very  specific  market:  women  from 
the  time  they  become  pregnant  until 
their  kids  are  ten  years  old  or  so.  He  has 
resisted  all  temptation  to  broaden  the 
market  and  weaken  the  concentration. 
In  British  parlance,  Mothercare  sells  "ev- 
erything for  the  mum-to-be  and  her 
baby."  He  stocks  narrowly  but  in  depth 
such  items  as  strollers,  baby  bottles, 
playsuits  and  diapers.  For  potential  cus- 
tomers in  foreign  countries  or  otherwise 
remote  from  a  Mothercare  store,  Zilkha 

'What  Kipling  wrote  in  'The  'Mary  Gloster'  "  was.- 
"They  copied  all  they  could  fallow, 
but  they  couldn't  copy  my  mind, 
And  I  left  em  sweating  and  stealing 
a  year  and  a  half  behind. " 
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mails  out  9  million  catalogs. 

The  trouble  with  a  formula  like  this  is 
that  you  must  get  it  exactly  right,  and 
Zilkha  hasn't  yet  got  it  just  right  in  the 
U.S.  In  three  years  he  has  dropped  $5 
million  trying  to  break  into  the  U.S.  In 
1976,  he  paid  $1.2  million  for  Dekon 
Corp.'s  Maternity  Modes  and  Mother  To 
Be  shops,  an  unprepossessing  group  of 
110  maternity  apparel  stores.  The  idea 
was  to  use  these  stores  as  a  base,  using 
their  profits  to  help  fund  a  full  line  of 
Mothercare  stores.  Unfortunately,  the 
profits  didn't  flow  and  Zilkha  has  been 
forced  to  close  16  of  the  maternity 
stores,  while  simultaneously  opening  63 
expensive  new  full-scale  Mothercare 
stores,  with  emphasis  on  markets  in 
Texas,  Ohio,  New  York  and  New  Jersey. 

Zilkha  puffs  at  his  cigar  and  explains: 

"When  we  expanded  to  Europe  [in 
1968],  we  opened  one  store  at  a  time.  But 
when  we  went  to  the  States  that  was  not 
possible.  Our  computer  systems  are  such 
that  they  require  substantial  turnover. 
We  had  to  buy  a  chain.  We  wanted  one 
selling  about  10%  of  Mothercare's  prod- 
uct line,  and  maternity  wear  is  about 
10%  of  our  U.K.  line.  We  had  hoped  to 
build  Mothercare  in  the  States  from  the 
maternity  stores  without  too  many 
losses.  Unfortunately,  that  was  not  to  be: 
We  had  the  losses  anyway." 

The  crux  of  those  U.S.  losses  is  lack  of 
suitable  merchandise.  Because  Zilkha 
has  pioneered  in  highly  streamlined  in- 
ventory and  cash  controls,  Mothercare  is 
virtually  in  partnership  with  its  British 
suppliers.  It  works  like  this: 

Every  Tuesday  Mothercare  reorders 
from  its  suppliers,  informing  them  in  the 
process  precisely  how  much  of  their  mer- 
chandise Mothercare's  184  U.K.  stores 
actually  sold  during  the  prior  week. 
"From  us  our  resources  learn  every  week 
what  they  sold  out  to  the  public.  And 
that's  what  is  crucial  knowledge  to 
them:  what  they  soldout,  not  what  they 
sold?>7  to  the  retailer." 

There  is  yet  another  wrinkle.  Along 


with  the  weekly  reorder  and  sales 
goes  a  check  for  the  reordered  good 
supplier  cannot  cash  the  check 
month,  thus  assuring  Zilkha  of  th 
essary  credit.  But  having  check  in 
saves  Zilkha's  suppliers  (and  M 
care)  hours  of  costly  bookkeepin 
accounts  receivable  staff  for  the  sujj 
no  accounts  payable  for  Zilkha.  I 
Zilkha,  who  says  no  other  retailer 
either  service  to  its  resources:  "V 
almost  in  partnership  with  our 
manufacturers.  We  see  them  as  our 
ufacturing  arm,  they  see  us  as  thei    r»  1 
ing  arm.  It's  beautiful!" 

Zilkha,  born  into  an  Iraqi  ba 
family  (he  left  Iraq  as  an  infant), 
American  citizen,  holds  a  degree  ii 
losophy  from  Williams  College  (cl 
'46)  and  served  in  the  U.S.  Arnyj 
when  it  came  time  to  expand  Mo 
care  to  the  U.S.,  he  misjudged  the  A 
can  market.  He  had  planned  to  ke« 
U.K.  suppliers'  "partnership"  inta 
stocking  the  U.S.  stores  primarily 
U.K. -made  products,  all  of  which  \ 


Mothercare  Founder-Chairman  Selim  2. 
Urgent  need:  more  good  U.S.  suppl 


sell  under  Mothercare's  name.  Bt 
underestimated  the  cost-and-qi. 
competitiveness  of  Made-in-L 
goods,  as  well  as  American  consul 
taste  for  brand  names. 

"It's  a  mistake  I  keep  making  whi 
er  I  expand,"  Zilkha  explains  wit] 
disarming  frankness.  "I  always  pres 
we  are  better  known  than  we  realb 
But  just  because  Mothercare  is  pa 
the  language  here  in  the  U.K.  doe: 
mean  we  are  well  known  everywhe 

Making  matters  all  but  impos; 
Zilkha  discovered  that  when  he  w£ 
to  switch  to  American  suppliers, 
high-quality  ones  were  fully  comm 
to  Mothercare's  giant,  well-entren 
U.S.  competition:  Sears,  J.C.  Peri 
Montgomery  Ward,  K  mart.  So  hei 
was,  overseas  with  too  many  unsui 
stores,  too  much  unsuitable  merchai 
and  too  few  suppliers  to  provide  i 
suitable  merchandise. 

Zilkha  says  the  worst  of  the  Amei 
mess  is  behind  him  now.  The  re 
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ness  in  U.S.  retail  sales  has,  he  says, 
ouraged  a  number  of  top  U.S.  manu- 
urers  to  begin  stocking  his  shelves; 

portion  of  his  American-sourced 
ds  now  stands  at  90%,  vs.  50%  when 
opened  shop.  To  satisfy  Americans' 
id-name    consciousness,     he  has 
jken  with  Mothercare  tradition  and 
oduced  brand-name  goods  in  the  U.S. 
es:  Carter's  underwear  and  layettes, 
nflo  baby  bottles,  Curity  diapers.  Nor 
s  he  believe  that  his  new  resources 
.  desert  him  when  retailing  picks  up: 
hen  the  sales  harden,"  he  says,  re- 
lding  us  of  his  unique  inventory  and 
■f  i  control  systems  that  have  proven  so 
ular  with  British  suppliers,  "we  are 
ing  they  [the  U.S.  suppliers]  will  have 
}|>e  enough  relations  with  us  and  like 
business  enough  to  stay  with  us.  As 
appens,  to  know  us  is  to  love  us." 
i  Mothercare's  half-year  that  closed 
ft.  28,  U.S.  sales  climbed  34%,  to 
md  $12  million,  while  the  U.S.  loss 
tipped  by  two-thirds,  to  just  $880,000. 
5  en  a  good  Christmas,  the  U.S.  Moth- 
fire  stores  could  soon  be  in  the  black, 
'he  point  is  this:  Zilkha  is  convinced 
has  a  winning  formula.  Never  mind 
K  U.S.  losses.  Never  mind  that  in  1974 
had  to  pull  out  of  a  joint  venture  in 
sjin.  He  has  plans  to  open  as  many  as 
new  Mothercare  stores  in  the  U.S.  by 
jruary  1981.  Longer  term,  he  says, 
[mere  is  definitely  room  for  1,000  or  so 
fthercare  stores  in  the  States."  With 
(long-term  debt  on  his  books,  and  with 
i stock  selling  in  London  at  nearly  15 
|es  last  year's  earnings,  Zilkha  could 
lly  borrow  or  buy  for  Mothercare 
!fck  to  meet  those  expansion  plans, 
mothercare  has  made  Selim  Zilkha  a 
m  rich  man.  He  sold  25%  of  the  com- 
Ify  to  the  British  public  in  1972  for 
Hind  $30  million,  still  one  of  the  larg- 
public  offerings  in  London  Stock  Ex- 
nge  history.  He  and  his  family  have 
hed  in  around  $90  million  worth  of 
i;k,  but  even  after  the  dilution  Zilkha 
|  his  brother  Ezra,  a  New  York  banker, 
i  15%  and  3%,  respectively,  of  Moth- 
jare's  64  million  shares  outstanding;  a 
dily  foundation  owns  another  4.5%. 
itoday's  prices,  the  family's  total  stake 
!/orth  over  $52  million, 
ilkha's  obsession  with  the  American 
frket,  so  different  from  the  British 
rket,  has  already  cost  him  dearly, 
-yever.  Will  he  finally  master  it?  When 
!put  that  question  to  him,  Zilkha  put 
I  cigar  aside  and  began  riffling  through 
i  file  of  index  cards.  He  picked  out  a 
Id  and  read  from  it:  "A  retailer  once 
id  to  me  that  there  was  nothing  any- 
j:  could  teach  him  about  retailing.  That 
jn's  business  has  since  gone  to  the 
;s."  We  got  the  point:  He,  Selim 
kha,  is  always  ready  to  learn.  Can  he 
jrn  the  U.S.  market?  Can  he  repeat  his 
Irish  success  in  this  larger,  more  so- 
sticated  arena?  Time  will  tell.  ■ 


GIVE  THE  GIFT  OF 
THE  IRISH  MIST 


Give  someone  a  bottle  of  Irish  Mist  and  you 
give  them  hills  that  roll  forever,  lakes  that  radiate 
light,  and  a  gentle  mist  that  settles  every  evening. 

Every  sip  of  Irish  Mist  is  all  that  and  more: 
A  legendary,  centuries  old  drink  sweetened  with 
just  a  wisp  of  heather  honey.  Irish  Mist  can  be 
enjoyed  anytime,  or  place,  or  way:  on  the  rocks; 
neat;  or  mixed  to  your  taste. 

It's  a  pleasing  drink.  It's  a  perfect  gift:  Irish 
Mist  in  the  handsome  gift  box.  Always  given  with 
pride  and  received  with  appreciation. 

IRISH  MIST 
THE  LEGENDARY  SPIRIT 

Imported  Irish  Mist®  Liqueur.  70  Proof.  ©1979  Heublejn,  Inc.,  Hartford,  Conn.  U.SA. 
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WE'RE  MAKING  IT 

EASIER  FOR  YOU  TO 
DO  BUSINESS. 

VCfe  are  Exxon  Information  Systems  companies.  Vydec,  Qwip, 
Qyx,  and  Zilog. 

Into  our  products  go  the  most  advanced  technologies 
in  information  processing,  communications  and  storage.  Out 
of  them  come  easier,  faster,  more  efficient  ways  for  you  to  do 
business. 

Vydec®  for  example.  V/dec,  Inc.  just  introduced  the 
V/dec  4000  series... the  first  19-inch  two-full-page  display 
word  processor.  The  4000  lets  you  work  with  up  to  6,000 
characters  on  the  screen  at  one  time. 

Qwip®  facsimile  machines  speed  paperwork  across 
town  or  cross-country  in  just  two  minutes.  Because  Qwip  is 
used  with  your  telephone,  sending  copies  from  "here"  to 
"there"  is  as  simple  as  dialing  your  destination. 

Qyx,®  The  Intelligent  Typewriter,®  has  electronic  modules 
that  let  you  add  memory,  display  or  communications.  So  Qyx 
gets  smarter  without  getting  bigger. 

Zilog,  Inc.  makes  highly  flexible  microcomputer  systems 
that  can  use  five  high-level  languages.  So  Zilog®  microcom- 
puters have  the  versatility  for  a  broad  range  of  business  and 
industrial  applications  at  a  very  low  cost. 

To  learn  more  about  our  products  and  how  they  can 
make  it  easier  for  you  to  do  business,  just  call  800-631-8181 
toll  free.  In  New  Jersey,  call  800-452-9300. 

E^ON  Information  Systems 

Qwip  and  Qyx  are  divisions  of  Exxon  Enterprises  Inc. 


"Dorrt  treat  us  like  a  colony, "  Britain  has  just 
recently  warned  U.S.  antitrust  bureaucrats. 


Don't  tread 
on  me 


By  Barbara  Ellis 


IT  GOT  so  I  couldn't  go  to  America  for 
fear  of  being  subpoenaed,"  says  Phil- 
ip Bates,  chairman  of  Southampton, 
U.K. -based  Atlantic  Containerize  Ser- 
vices Ltd.,  recalling  his  company's  clash 
with  the  American  antitrust  bureaucra- 
cy. In  June,  after  a  three-year  Depart- 
ment of  Justice  investiga- 
tion, a  grand  jury  indicted 
Atlantic  and  six  other 
shipping  lines,  alleging 
violations  of  U.S.  anti- 
trust laws.  The  British 
spluttered  with  rage.  The 
so-called  illegal  activities 
were,  after  all,  quite  legal 
in  Europe. 

Atlantic  eventually  set- 
tled out  of  court  on  a  nolo 
contendere  (maybe  I  did  it 
and  maybe  !  didn't)  plea, 
paying  a  $1  million  fine. 
"We  naturally  thought 
that  this  concluded  the 
matter,"  says  British 
Trade  Secretary  John 
Nott,  "but  ...  the  Federal 
Maritime  Commission 
began  looking  around  and 
seeking  means  to  bring 
different  suits  against 
British  companies."  With 
the  threat  of  treble  dam- 
age awards,  that  meant 
"billions,  not  millions  of 
pounds  at  stake." 

Everyone  expects  jus- 
tice to  be  blind— but  blind  drunk?  To 
imagine  that  one  country's  laws  can  be 
made  binding  beyond  its  frontiers  on  an- 
other nation's  citizens?  Nott,  indeed  the 
entire  British  government,  was  hopping 
mad.  On  Oct.  31  Nott  has  introduced  a 
bill  which  he  hopes  will  become  law  by 
year-end.  Simply  stated,  the  bill  says  that 
Britain  will  not  enforce  multiple  damage 
awards.  It  means  that  Britain  is  telling 
the  U.S.:  "It's  your  law,  and  don't  look  to 


us  to  enforce  it. "  The  bill  further  provides 
legal  means  for  British  companies  to  re- 
fuse information  to  any  U.S.  trustbusters 
who  come  to  call.  This  makes  sense. 
Britain  is,  after  all,  the  home  of  RioTinto- 
Zinc,  which  has  so  far  successfully  avoid- 
ed service  in  Westinghouse's  uranium 
cartel  suit  (FORBES,  Nov.  15,  1977).  It  is 
widely  assumed  that  RTZ's  fine  hand  is 


somewhere    behind    the    new  law. 

Now,  here's  the  real  kicker  in  the  law. 
As  well  as  blocking  enforcement  in  Brit- 
ain of  multiple  damage  awards  made 
overseas  (read,  in  the  U.S.),  the  new  bill 
lets  a  British  company  fined  abroad  sue 
in  Britain  to  recover  the  "multiplier" 
part  of  the  fine. 

Consider  what  this  means:  If  Westing- 
house  successfully  sues  RTZ  for  antitrust 
violations,  winning  an  award  of,  say,  $6 


billion,  the  new  bill  effectively  sayj 
the  most  Westinghouse  can  collect 
actual  damages — before  the  She 
Act's  punitive  trebling  provision. 
U.S.  court  seizes  RTZ  assets  in  Am 
the  bill  gives  RTZ  a  right  to  sue  in 
ain — to  recover  the  punitive  perce 
from  Westinghouse's  U.K.  assets. 

"This  really  puts  the  two  governn 
nose  to  nose  and  eyeball  to  eyeball,' | 
London-based  U.S.  attorney  El 
Rickless.  "What  you  have  is  the  pro 
of  a  U.S.  court  award  which  a  U.K. 
attempts  to  undo  by  recovering  son 
the  damages  under  a  sort  of  lonjs 
statute.  Can  you  imagine  them  tryi 
enforce  that  in  the  U.S.,  in  front  of  a 
court?" 

The  recovery  provision  came 
shock  to  the  U.S.  government.  "Tc 
unprecedented,"  pronounces  a  U.S. 
trust  official  of  Britain's  move.  "It 
to  undermine  the  operation  of  the  c 
and  the  legal  process  within  am 
country.  Isn't  that  the  very  intn 
into  foreign  legal  processes — the  e 
territoriality- — that  the  British  go1 
mcnt  is  on  record  as  finding  most  a 
tionable  by  the  U.S.?" 
Britain's  John  Nott,  however,  rr 
no  apology  for  wha 
government  has  c 
"We  had  no  prior  coi 
tation  [on  this  law] 
the  U.S.,"  he  as 
"We've  had  20  yeai 
consultation  and  dipb 
cy.  Now  we  are  show 
little  bit  of  muscle  ii 
fending  our  country 
our  companies." 

"The  British  may  r 
this,"  reflects  la 
Rickless.  He  argues 
the  nations,  Br 
included,  must  have 
ways  to  protect  tH 
selves  against  mul 
tionals — and  must  r 
overseas  to  do  so. 

Most  practicing  law 
say  they  expect  the 
ish  will  reconsider 
think  the  bill  is  a  bit 
trial  balloon,"  says 
Bailey,  a  London-b 
partner  of  U.S.  law 
Ladas,  Parry,  Von  G 
Goldsmith  &  Deschai 
"I  don't  think  the  gov 
ment  has  really  thought  it  throu 
Don't  be  too  sure,  though.  Swollen 
arrogant,  the  U.S.  bureaucracy  is  tr 
to  extend  its  reach  overseas.  The  Bn 
resent  being  treated  like  a  colony.  N 
bill  seems,  for  a  wonder,  to  have  un 
mous  support  from  Conservative  anc 
bour  members  of  Parliament.  And  it 
a  piece  with  similar,  if  less  far-reach 
laws  already  passed  in  Australia,  Can 
South  Africa  and  Sweden.  ■ 


A 
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hevrolet  Monte  Carlo  for 1980. 
fouVe  never  seen  the  likes 
of  it  before. 


An  impressive  statement, 
you  say? 

Slip  behind  the  wheel 
of  the  new  Monte  Carlo  for 
1980.  Run  your  hand  along  its 
rich  new  look  of  vinyl  wood- 
grain.  Take  in  its  elegant  new 
upholsterings. 

Then  turn  the  key.  Feel 
yourself  propelled  by  a  new 
standard  3.8  Liter  (229  Cu.  In.) 
V6  engine*  with  greater 
power  output  than  last  year's 
standard  engine.  A  sensation 
you  can  multiply  with  the  new 
available  turbocharged  V6  for 
1980. 

And,  as  you  drive,  remind 
yourself  that  automatic 
transmission  and  power 
steering  are  standard  this  year. 
And  that  it  all  comes  together 
in  a  Monte  Carlo  with 
impressive  EPA  estimates 
for  1980. 


CHEVROLET  ^ 
MONTE  CARLO     Jfife  ^ 

Std.  229  Cu  In.  V6 

19 

26 

Avail.  V6  Turbo 

18 

25 

REMEMBER:  Compare  these 
estimates  to  estimated  MPG  of  other 
cars.  Your  mileage  may  vary  depending 
on  speed,  trip  length  and  weather. 
Actual  highway  mileage  will  probably 
be  less  than  the  estimated  highway 
fuel  economy  Monte  Carlo  is  equipped 
with  GM -built  engines  produced  by 
various  divisions.  See  your  dealer 
for  details. 

'Not  available  in  California  where 
a  231  Cu.  In.  V6  is  standard. 


The  Chevy  price  makes 
it  look  even  better. 

Which  is  perhaps  the 
most  exciting  aspect  of  Monte 
Carlo's  impressive  new 
features  and  driving  delights 
for  1980. 

They  all  come  to  you  for 
the  price  of  a  Chevrolet. 

See  your  Chevy  dealer 
about  buying  or  leasing  the 
new  Monte  Carlo. 

You've  never  seen  a 
Monte  Carlo  quite  like 
it  before. 


Monte  Carlo's  new  Special 
Custom  interior  available  for 
1980.  And  underneath  that,  the 
quiet  comfort  of  a  cushion- 
mounted  full- perimeter  frame 


New  available  3.8  Liter 
turbocharged  V6 
engine  for  passing 
acceleration  on  demand. 


The  rich  new  look  of  vinyl 
wood-grain  accents  on  the 
instrument  panel  to 
make  Monte  Carlo  's  new 
easier -to  read  instruments 
look  even  better  to  you. 


No  other  car  looks  quite  like  our 
Chevrolet  Monte  Carlo.  Impressive 
new  grille,  new  dual  rectangular 
headlights  continue  that  distinction 
for  1980. 

Underneath  it  all.  a  highly  tuned  sport 
suspension  system  for  a  solid  feel 
of  the  road  and  nimble 
§M\   "^ft    |  agility  around  curves 
and  in  and  out  of 
r"  traffic. 


f  s  surprising  how 
good  chemistry 
helps  us  grow. 


U.S.  Steel  has  been  in- 
volved with  chemicals  made 
from  coal  for  over  70  years, 
and  today  our  continued 
interest  and  growth  in  this 
area  have  made  us  a  leading 
manufacturer  of  basic  chemi- 
ff  cals  and  plastics. 

Our  USS  Chemicals  Division 
is  a  major  producer  of  polysty- 
rene used  in  many  familiar  prod- 
ucts like  plastic  egg  cartons;  the 
ABS  resins  that  are  essential  for 
ft       telephones  and  plastic  pipe;  acrylic 
W  sheet  for  solar  panels;  polypropylene 
and  polyesters  for  a  host  of  other 
products  such  as  bath  tubs,  boat  hulls 
and  automobile  components. 

We  have  also  added  petrochemical 
capability.  With  this  increased  integrated 
capacity,  we  can  now  supply  many  of 
our  own  feedstocks  and  are  in  an  even 
better  position  to  serve  our  customers 
and  Americas  growing  demands  for 
these  products. 

Growth  is  vital  for  our  company. .and  for 
our  country,  if  we  are  to  stay  competitive  and 
keep  lasting  jobs  here  at  home. 

Growth. 
It's  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St.,  Pittsburgh,  PA  15230 


TRADE  MARK 


%vid  FarrelVs  hard  work  and  attention  to 
obvious  have  lifted  May  Department  Stores 
ofits  to  the  point  of  decent  mediocrity.  Can 
do  more?  That  depends  largely  on  what  he 
es  with  a  fortune  in  real  estate. 


To  sell  or 
not  to  sell 


one  is  the  dim,  cavernous,  faintly 
»  depressing  look  that  character- 
M  ized  the  huge  main  selling  floor  of 
lous-Barr,  the  pride  in  St.  Louis  of 
Department  Stores  Co.  Banished, 
are  the  racks  of  low-price  blouses, 
routine  notions  tables  and  drab  rows 
iscounted  drug  items  that  once  were 
les  there.  The  huge  (150,000  square 
|  ground  floor  has  been  transformed 
a  buoyant  piece  of  merchandising 
iter,  with  a  three-foot-wide  band  of 
n  and  red  girdling  the  space  two- 
ds  of  the  way  up  its  35-foot  walls  and 
vases  of  decorative  cream-colored 
s  everywhere.  Rows  of  trendy  track 
ting  frame  clusters  of  up-to-the-min- 
accessory  counters  and  "fashion  cen- 
boldly  signatured,  featuring  de- 


signs by  Gloria  Vanderbilt,  Ralph  Lauren 
and  Liz  Claiborne. 

The  top- to-bottom  refurbishing  of 
Famous-Barr  cost  $11.7  million.  That's  a 
big  league  sum,  right  up  there  with  the 
$10  million  R.H.  Macy  spent  two  years 
ago  on  its  biggest  store,  the  behemoth  on 
Manhattan's  West  Side.  Walking 
through  his  new  showpiece  one  day  last 
month,  his  heels  clicking  pleasantly  on 
the  marble  flooring,  David  C.  Farrell, 
May's  president  and  chief  executive  offi- 
cer, had  the  contented  look  of  a  man  who 
felt  he  had  gotten  his  money's  worth.  "If 
you're  going  to  run  a  fashion  business," 
he  said,  "you  have  to  create  an  environ- 
ment that  stimulates  sales." 

That  comment,  commonplace  at  an 
outfit  like  Federated  Department  Stores, 


dent  Farrell  and  Chairman  Babcock  of  May  Department  Stores 
>  much  time  will  they  have  to  sort  out  a  high-class  worry? 


where  state-of-the-art  merchandising  is 
practiced,  may  still  have  the  force  of 
novelty  in  some  reaches  of  May's  sprawl- 
ing department  store  operation  (173 
stores  gathered  in  1 1  chains  doing  busi- 
ness in  38  metropolitan  areas).  Conser- 
vative in  its  history,  laggard  in  stocking 
the  stuff  people  were  buying,  slow  in 
moving  to  where  people  were  buying  it, 
May  for  years  showed  profits  on  the  low 
side  of  mediocre.  But  since  1975,  when 
he  took  over  at  headquarters  in  St.  Louis 
after  running  the  Kaufmann's  operation 
in  Pittsburgh,  Farrell  has  prevented  ero- 
sion, despite  that  legacy,  and  has  even 
nudged  profits  up  a  bit  so  that  they  now 
virtually  mirror  some  key  medians  for  all 
major  department  stores  as  measured  by 
Forbes — net  profit  margin  on  sales  this 
year  of  3.6%  [vs.  the  median  of  3.6%),  a 
return  on  total  capital  of  9%  [vs.  9%). 
May's  return  on  stockholders'  equity  this 
year  (15.3%)  is  even  a  good  bit  higher 
than  average  (12.6% ). 

Thus  Farrell,  a  tall,  imperially  slim, 
elegantly  tailored  man  of  46,  is  entitled 
to  a  measure  of  contentment.  This  year 
May  will  show  sales  exceeding  $3  billion, 
up  about  12%  from  1978,  and  net  profits 
will  top  $110  million,  up  another  12%  or 
so.  All  in  all,  a  respectable  showing,  a 
step  ahead  of  inflation,  despite  some  lin- 
gering weaknesses. 

On  the  other  hand,  May  has  been  slow 
recognizing  opportunities  in  the  Sunbelt. 
Its  historic  strength  had  been  in  the  Mid- 
west, not  the  liveliest  of  regions  in 
recent  years.  It  was  late  to  see  the  signifi- 
cance of  K  mart's  moves  in  discounting. 
Its  own  move  into  that  part  of  the  mar- 
ket, the  Venture  chain,  didn't  get  going 
until  1970  and  has  yet  to  show  much. 
Last  year  it  accounted  for  18%  of  sales 
but  just  5%  of  profits.  Under  Farrell,  May 
has  been  adding  to  its  strength  in  south- 
em  California  (the  May  Co.  stores  there 
now  account  for  25%  of  total  sales  and 
roughly  one-third  of  net  profit)  but  in  a 
decidedly  cautious  way.  "We  will  not," 
says  Farrell,  "become  another  Bullock's 
and  go  after  the  upper  15%  of  the  high 
end  of  the  business." 

Thus,  to  guard  even  middling  levels  of 
profitability,  Farrell  has  had  to  pay  com- 
pulsive attention  to  the  obvious  and  to 
centralize  far  more  information,  and 
power,  than  the  department  store  divi- 
sions had  been  accustomed  to.  Informa- 
tion in  the  form  of  computerized  quarter- 
to-quarter  performance  comparisons  for 
all  departments  in  all  stores  and  comput- 
erized terminals  costing  $50  million  for 
point-of-sale  and  credit  analysis.  Power 
in  the  form  of  stronger  "guidance"  in 
fashion  purchasing  from  a  New  York  of- 
fice staffed  by  130  people. 

Not  surprisingly,  even  before  all  that 
data  started  flowing  into  the  executive 
offices  on  the  1 1  th  floor  of  the  Famous- 
Barr  building,  there  had  been  a  larger 
than  normal  turnover  in  management- 
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level  personnel  when  Farrell  took  over  as 
president  of  May.  "Some  of  our  report- 
ing," says  Farrell  bluntly,  "was  very  hap- 
hazard. Professionalism  has  been 
brought  into  the  process." 

Where  can  Farrell  go  from  here?  Only 
last  month  for  about  $150  million  in 
stock,  he  acquired  Volume  Shoe  Corp.,  a 
Topeka-based  self-service  family  chain. 
Its  800-plus  outiets  stretching  from  Ohio 
to  California  sell  over  $200  million 
worth  of  shoes  that  way  and  net  nearly 
8%  on  it.  But  both  Farrell  and  May  chair- 
man David  E.  Babcock  are  quick  to  ad- 
mit that  deals  like  that  don't  come  along 
every  day.  And  they  plan  to  open  new 
department  stores  at  the  rate  of  five  to 
seven  a  year — fair-size  jobs,  typically 
150,000  square  feet,  costing  about  $12 
million  apiece  on  average  to  build,  stock 
and  open  for  business. 

Paying  for  the  new  stores  and  refur- 
bishing of  older  ones,  like  Famous-Barr, 
under  Farrell's  stylish  direction  has  been 
something  of  a  strain  on  May  stock- 
holders. Despite  steadily  improved  earn- 
ings under  Farrell,  the  dividend  rate  has 
increased  only  modestly. 

But  they  and  Farrell  would  seem  to  be 
able  to  afford  to  take  the  company's  cash 
needs  calmly.  Right  at  hand  Farrell  has 
formidable  assets — May's  sizable  real  es- 
tate holdings — that  are  more  than  ade- 
quate to  almost  anything  he  has  in  mind. 
May  owns  outright  1 1  large  shopping 
malls,  has  an  interest  in  8  others  and  also 
owns  27%  (in  partnership  with  Metro- 
politan Life  Insurance  Co.)  of  the  176- 
acre  Parklabrea  housing  complex  on  Wil- 
shire  Boulevard  in  the  heart  of  Los  Ange- 
les. The  real  estate,  which  contributed  a 
modest  $6.3  million  to  total  earnings  last 
year,  is  carried  at  original  cost  on  its 
books— $242  million.  Experts  value  the 
outright  holdings  alone  at  more  than  that 
and  the  whole  package  at,  conservative- 
ly, double  the  book  value. 

Will  Farrell  sell  off  his  real  estate  to  pay 
for  new  and  bold  ventures  in  retailing? 
He  doesn't  lack  for  precedent.  Last  year 
Dayton  Hudson  picked  up  a  reported 
$350  million  on  the  sale  of  9  malls  it 
owned.  Appetites  for  prime  commercial 
property  were  hearty  then,  and  they  still 
are.  Earlier  this  year  Baltimore-based 
Monumental  Properties  sold  20  mall 
properties  for  over  $500  million. 

Farrell  admits  those  sale  prices  are 
tempting.  "Dayton  Hudson  and  Monu- 
mental got  a  lot  more  than  we  thought 
they  would  for  those  properties,"  he 
says.  "But  we  have  to  consider  a  46%  tax 
on  the  sale  unless  we  redeploy  the  assets 
into  department  store  acquisitions.  Un- 
fortunately, those  are  two  separate 
moves  in  which  timmg  is  everything.  To 
do  either  one  right,  they  have  to  be 
looked  at  separately  "  One  regicn  Farrell 
is  keen  to  move  into  is  Florida  (where 
May  has  long  had  a  lonely  outpost  in 
Jacksonville).  Another  regicn  is  Texas. 
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Farrell,  however,  is  not  hopeful  of  setting 
up  shop  in  either  place  soon.  "There  just 
isn't  anything  for  sale  that  we  would 
consider,"  he  says. 

It's  a  high-class  worry,  that  real  estate, 
and  Farrell  affects  the  air  of  a  man  who 
has  all  the  time  in  the  world  to  sort  it 
out.  But  he  shouldn't  count  on  it.  At 
recent  prices,  May's  common  stock  is 
selling  at  a  discount  of  nearly  30%  under 


book  value,  a  value  that  considerabl  | 
derstates  the  present  market  price 
real  estate.  With  some  35%  of  its  I 
million  shares  outstanding  held  by  I 
tutions  in  large  blocks  and  am 
22.5%  in  the  hands  of  the  folks  whcl 
the  Volume  Shoe  Co.  just  a  few  vJ 
ago,  May  has  good  reason  to  fear  tn 
may  loom  large  on  somebody's  li| 
takeover  candidates.  ■ 


Datapoint  managed  to  avoid  insolvency 
grew  up  to  be  a  smart  little  comer  in  dc\ 
processing,  only  to  find  itself. . . 


In  the  valley 
of  the 
giants 


Chairman  Harold  E.  O'Kelley  of  Datapoint 

The  customer  doesn't  give  a  hoot  about  memory  chips. 


By  Tedd  A.  Cohen 


John  H.  Patterson,  the  founder  of 
National  Cash  Register,  was  also 
the  father  of  marketing.  Only  in 
his  day  it  was  called  salesmanship.  You 
didn't  sell  the  customer  your  products, 
no,  you  sold  him  what  he  needed  to 
make  his  business  run  better.  "Now 
don't  talk  cash  registers,  don't  talk  ma- 
chines," he  would  tell  his  salesmen, 
"talk  the  prospect's  business."  Such  is 
the  stuff  of  legend. 

Harold  E.  O'Kelley,  the  husky  54-year- 
old  chairman,  president  and  chief  execu- 
tive officer  of  San  Antonio-based  $232 


million  (revenues)  Datapoint  C 
sounds  like  a  disciple  of  the  master: 
don't  approach  the  marketplace  on 
basis  that  we  are  selling  technology 
are  selling  a  solution  to  a  custon 
problem,  and  I  don't  believe  you'll  see 
salesmen  going  around  saying  wt 
wondrous  things  because  we  use 
memory  chip  or  that.  The  custc 
doesn't  give  a  hoot.  He  wants  a  solu 
at  a  commercially  feasible  cost."  E 
point  products,  for  instance,  are  use 
Chase  Manhattan  Bank  to  transfer  h 
among  banks  around  the  world. 

Just  as  Patterson  had  to  create  a  i 
ket  to  sell  cash  registers,  O'Kelley  he 
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The  hands,  Lamar  Hunt  The  watch,  Rolex. 


ROLEX 

The  Rolex  crown. 
For  the  innovators 
of  our  time. 

Lamar  Hunt. 

Founder  of  the  American 
Football  League. 
Co-founder  of  World 
Championship  Tennis. 
Member  of  the  Pro 
Football  Hall  Of  Fame. 
A  dynamic  sports 
entrepreneur. 

Rolex. 

Dynamic  innovator  in 
watchmaking. 


Mr.  Hunt's  Rolex  is  the  Rolex  Day-Date  Oyster 
Perpetual  Superlative  Chronometer,  self- 
winding, handcrafted  from  a  solid  block  of  18k 
yellow  gold,  pressure  proof  to  165  feet,  with 
matching  hidden  clasp  President  bracelet. 
Also  available  in  18kt.  white  gold  and  platinum 

For  brochure,  write  Rolex  Watch  U.S.A., 
Inc.,  Dept.  109,  Rolex  Building,  665  Fifth 
Avenue,  New  York,  New  York  10022. 

Geneva  •  Bombay  •  Brussels  ■  Buenos  Aires  • 
Caracas  •  Cologne  •  Dublin  •  Hong  Kong  • 
Johannesburg  ■  London  •  Madrid  •  Mexico  City 
Milan  ■  New  York  •  Paris  •  Sao  Paulo  • 
Singapore  •  Sydney  ■  Tokyo •  Toronto 


create  a  market  for  Datapoint's  concept 
of  distributed  data  processing — meaning 
small  computers  that  do  not  depend  on  a 
central,  large  computer  but  do  the  com- 
puting work  at  the  client's  desk.  But 
O'Kelley,  an  engineer  from  the  Universi- 
ty of  Florida,  had  to  do  more  than  sell. 
First  he  had  to  stave  off  bankruptcy. 

Datapoint  was  floundering  badly  in 
1973,  and  its  two  founders  realized  they 
needed  help.  What  they  needed  was  a 
chief  executive  who  could  manage,  who 
understood  numbers  but  above  all  who 
grasped  the  technology.  It  was  a  tough 
prescription  but  they  filled  it  by  hiring 
O'Kelley  away  from  technologically  sav- 


vy Harris  Corp.  O'Kelley  jumped  right  in 
and  began  pumping  in  badly  needed 
working  capital.  He  rearranged  a  market- 
ing agreement  with  TRW  so  TRW 
wouldn't  have  exclusive  rights  to  manu- 
facture Datapoint's  products  abroad.  He 
replaced  the  engineer  who  was  running 
the  sales  force  with  a  salesman  who  be- 
gan building  a  marketing  organization. 

Perhaps  most  important,  O'Kelley  in- 
fused the  company  with  his  belief  that  it 
was  in  software,  not  in  hardware,  that  a 
smallish  company  could  create  a  unique 
selling  proposition  in  a  tough,  crowded 
industry. 

Before  the  end  of  O'Kelley's  first  fiscal 
year,  Datapoint  was  posting  its  first  prof- 
it after  three  straight  years  of  red  ink.  By 
the  end  of  his  second  year,  O'Kelley  had 
doubled  earnings  to  $2.4  million  and  Da- 
tapoint was  on  its  way.  In  the  last  five 
years  he  has  lifted  return  on  stock- 
holders' equity  to  24.8%,  vs.  the  industry 
median  of  17.7%.  For  fiscal  1979,  ended 
in  July,  earnings  jumped  65%,  to  $25 
million,  on  revenues  of  $232  million,  up 
43%  and  good  enough  for  a  24%  return 
on  equity. 

Now  O'Kelley  faces  another  challenge, 
bigger  than  the  one  he  aced  six  years 
ago.  Peering  through  his  aviator  glasses, 
he  describes  the  situation: 
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"If  you  bring  a  new  concept  to  market 
and  it  succeeds,  it  goes  through  three 
phases.  First  is  pioneering,  normally 
done  by  small  companies  with  limited 

resources. 

"Next,  the  concept  has  been  accepted 
and  total  industry  shipments  step  up. 
Other  things  happen  here.  Some  of  the 
smaller  companies  either  go  bankrupt  or 
are  acquired,  and  new  companies  enter 
the  marketplace  that  have  bigger  re- 
sources than  the  original  group.  After  the 
runup  in  shipments  there  will  finally  be  a 
slowdown  in  growth. 

"In  the  third  phase  the  market  be- 
comes more  mature,  and  when  it  gets 


there,  there  won't  be  many  competitors 
left  and  some  of  them  will  have  domi- 
nant market  share. 

"I  think  we  have  entered  phase  two," 
he  says  firmly.  He  points  out  that  two  of 
Datapoint's  initial  competitors — Data 
100  and  Sycor — were  picked  up  by 
Northern  Telecom,  and  Incoterm  was 
grabbed  by  Honeywell,  leaving  only  Cali- 
fornia-based Four-Phase  Systems  and 
Datapoint  as  independents.  The  big 
companies  are  now  entering  the  distrib- 
uted data  processing  market — IBM,  Digi- 
tal Equipment,  Texas  Instruments  and 
Data  General.  O'Kelley,  like  any  opti- 
mistic businessman,  looks  on  the  bright 
side  of  this  invasion.  That  IBM  and  the 
others  are  now  selling  the  idea  that  Data- 
point  pioneered  only  makes  Datapoint's 
job  easier,  he  says.  Of  course  he  recog- 
nizes the  other  side  of  the  equation: 
Competing  with  IBM  is  nobody's  picnic. 

O'Kelley  is  bringing  out  new  products 
to  expand  the  ways  in  which  his  com- 
pany solves  customers'  problems.  Data- 
point  has  a  very  strong  balance  sheet  to 
help  it  in  this  new  phase  of  competition: 
Long-term  debt  is  just  3%  of  capitaliza- 
tion; Harold  O'Kelley's  management  has 
seen  to  that. 

Datapoint  has  just  entered  the  word 
processing  field,  a  $2  billion  market  to- 


day that  is  expected  to  grow  to  over 
billion  within  the  next  five  years.  \| 
processing  is  the  use  of  equipment 
electronically  stores,  recalls,  edits 
processes  word  information.  Datap 
is  entering  the  market  with  an  electr 
message-sending  unit  so  that  what 
pears  on  the  little  green  word  procesi 
screen  can  be  transmitted  instai 
across  the  country. 

Word  processing  has  already  becor 
crowded  field.  There  are  no  fewer  1 
40  companies  in  it,  led  by  Wang  Lab 
tories  with  about  10%  of  the  man 
O'Kelley  is  pinning  his  hopes  on 
marketing  concept  Datapoint  calls  A 
for  Attached  Resource  Computer.  W 
in  the  ARC  concept,  Datapoint  ! 
small  computers  and  memory  banks 
cables  to  link  the  processors  so  that 
ing  one  small  computer  on  another,  s 
speak,  the  user  multiplies  his  comp 
power  when  he  needs  it  without  orde 
an  expensive  large  computer.  The  A 
concept  follows  Datapoint's  practic 
not  obsoleting  any  of  its  models,  let 
its  customers  build  their  system  set 
in  the  knowledge  that  any  new  D 
point  product  will  be  compatible  v 
the  old  ones. 

It  is  basically  a  way  for  Datapoin 
deliver  a  complete  computing  syst 
taking  the  worry  of  decision  off  the  i 
tomer's  mind — an  extension  of  sob 
his  problem.  But  maybe  today's  data 
cessing  customer  feels  more  self-assv 
around  the  boxes  that  were  a  wond 
mere  20  years  ago;  maybe  he  doe 
need  ARC.  In  any  case,  some  secui 
analysts  and  competitors  say  ARC  is 
being  accepted  as  well  as  Datapoint  ir 
agement  had  hoped.  O'Kelley  saysi 
acceptance  is  "excellent." 

Certainly  Datapoint  is  doing  excelh 
ly.  In  the  first  quarter  of  the  1980  fi: 
year,  ended  Oct.  31,  Datapoint's  : 
enues  and  earnings  jumped  40%. 
stock,  traded  on  the  New  York  St 
Exchange,  went  up  over  10  points  at 
time  of  the  earnings  announcement 
90,  with  a  multiple  of  15 — a  leader  e 
in  the  high  price/earnings  ratioed  c 
processing  field.  O'Kelley  is  determi. 
that  Datapoint  will  grow  25%  a  year 
the  next  five  years,  thereby  preserv 
that  high  multiple  and  stock  price 
dissuade  potential  takeover  bids. 

He  will  have  to.  For  growth  compar 
like  Datapoint  tend  to  be  sensitive,  1 
thin-shelled  golden  eggs.  Data  Gene 
which  announced  its  first  down  qua: 
in  September  after  1 1  years  of  continu 
quarterly  growth,  has  since  seen  its  st< 
drop  nearly  20  points.  For  one  do 
quarter.  Two  of  those  back-to-back  ; 
the  results  could  be  disastrous. 

Datapoint's — and  O'Kelley's —  succ 
is  already  history.  The  question  now 
Can  Datapoint  be  built  into  a  truly  la 
company?  Or  will  it  end  up  as  a  divis 
of  one  of  its  larger  competitors?  ■ 
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4  Datapoint  assembly  line  in  San  Antonio 

Will  past  successes  and  a  strong  balance  sheet  stand  off  the  IBMs? 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 
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ILTER  100'S:  10  mg.  "tar".  0.8  mg.  nicotine,  FILTER,  MENTHOL 
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The  Vantage  Point 

Where  great  taste  and 
II  low  tar  meet. 


Great  taste  once  belonged 
only  to  high  tar  cigarettes.  Not 
any  more.  The  secret?  The 
specially  designed  Vantage  filter 
works  together  with  our  rich 
Flavor  Impact""  tobacco  blend 
to  deliver  satisfying  flavor  in 
every  puff.  That's  Vantage.  Low 
tar  with  a  uniquely  satisfying 
taste.  And  that's  the  point. 


Regular,  Menthol  and  Vantage  100's 


he  high  cost  of giving 


The  gift  of  Boodles.  It  will  be  appreciated  by  gin  lovers  who  know 
how  to  mix  rather  well.  Boodles  is  the  ultra-refined  British  gin 
produced  from  the  world's  costliest  methods.  Imported  from 
Great  Britain  and  specially  gift  packaged  for  the  holidays.  After  all, 
isn't  it  worth  a  bit  more  to  give  someone  you  appreciate 
what  they  will  appreciate  most. 

oodk  stliest  British 
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\Lockheeds  TriStar  would  just  quit  losing 
wney,  the  company  would  make  a  fortune. 


The  star-crossed 
TriStar 


By  John  Merwin 


or  Lockheed  Corp.'s  tall,  smiling, 
silver-haired  Chairman  Roy  A. 
Anderson,  it's  a  case  of  the  tail  not 
ing  the  dog  but  dragging  it.  Lock- 
TriStar  commercial  jet  program 
urates  only  14%  of  Lockheed's  sales 
1 100%  of  its  drag.  An  impressive  ar- 
of  Lockheed  aerospace  programs 
|gs  in  the  other  86%  of  sales  (project- 
It  $4  billion  this  year),  but  the  TriStar 
eats  into  its  profitability. 


Just  look  at  1979's  first  nine  months. 
After  absorbing  $137  million  in  TriStar 
losses,  Lockheed  reported  only  $1.30  per 
share.  Forget  the  TriStar  and  it's  a  differ- 
ent story.  Lockheed  would  have  earned 
at  least  $6.00  per  share,  enough  to  start 
any  CEO's  heart  thumping.  And  these 
TriStar  losses  aren't  all  bookkeeping 
losses,  writeoffs  of  capitalized  develop- 
ment costs;  Lockheed  has  actually  been 
losing  money  out  of  pocket  on  every 
airplane  it  has  delivered  this  year.  Tech- 
nologically the  TriStar  is  an  outstanding 
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luting  $40  million  TriStar  jets  in  Palmdale,  Calif. 

put  is  booming,  but  Lockheed  still  is  selling  below  cost. 
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aircraft  that  has  suffered  more  humili- 
ation than  it  deserved.  There  was  Lock- 
heed's 1971  near-bankruptcy  from  C-5A 
air  transport,  Cheyenne  helicopter  and 
Navy  shipbuilding  cost  overruns,  fol- 
lowed by  the  bankruptcy  of  TriStar 's  en- 
gine manufacturer,  Rolls-Royce  Ltd.,  the 
1974-75  recession  and  then  the  foreign 
bribery  scandals. 

Why  not,  then,  jettison  the  TriStar? 
Why  not  recognize  the  bird  for  an  alba- 
tross? "Because  we  expect  to  have  a  very 
positive  cash  flow  from  that  program 
before  long,"  the  58-year-old  Anderson 
says  assertively,  his  hand  chopping  at 
the  conference  table.  If  Anderson  is 
right,  that's  news. 

Please  note,  however,  that  this  is  the 
familiar  "light-at-the-end-of-the-tunnel" 
theory,  and  that  Lockheed  watchers 
have  been  spying  distant  glimmers 
through  the  tunnel  for  several  years  now. 
Since  1977,  weary  watchers  have  seen 
operating  earnings  decline.  Remember, 
too,  that  Anderson  is  an  avowed  opti- 
mist. He  must  be,  to  have  stayed  with 
the  program  as  long  as  he  has. 

The  company's  TriStar  troubles  are 
centered  in  the  small,  windswept  town 
of  Palmdale,  Calif,  located  on  the  thresh- 
old of  the  Mojave  Desert,  just  over  the 
San  Gabriel  Mountains  from  Lockheed's 
Burbank  headquarters.  With  a  gaudy, 
stucco-trimmed  main  street,  Palmdale 
hardly  looks  like  a  boom  town,  but  it  is. 
The  TriStar  plant  is  a  massive  rectangu- 
lar edifice  rising  from  the  desert  floor.  A 
year  ago  it  was  crawling  along  at  eight 
jets  a  year.  Since  then,  however,  orders 
have  started  streaming  in.  Next  year  the 
Palmdale  plant  will  roll  out  24  of  the 
three-engine,  $40  million  jets. 

So  why  the  big  losses?  The  excuse  this 
time  is  growing  pains.  Building  toward 
the  1980  goal  of  24  TriStars,  Lockheed 
has  hired  some  2,500  new  workers,  near- 
ly all  inexperienced,  lured  by  aerospace's 
high  hourly  pay.  While  an  experienced 
manufacturing  team  normally  turns  out 
planes  faster  and  faster,  thus  lowering 
unit  costs,  TriStar 's  inefficient  rookie 
work  force  turns  out  airplanes  which 
cost  more  than  their  sales  price.  The 
more  TriStars  Lockheed  built  this  year, 
the  more  it  lost. 

Each  time  Lockheed  boosted  TriStar 
production  one  plane  per  year,  156  new 
workers  were  added  as  Lockheed  wres- 
tled with  a  200%  production  growth.  By 
contrast,  Boeing,  with  a  mammoth  base 
(201  planes  in  1978),  is  handling  its  more 
moderate  (62% )  growth  by  hiring  only  83 
new  employees  per  one  plane  increase  in 
production. 

Making  matters  worse  is  a  severe  parts 
shortage,  well  beyond  Lockheed's  con- 
trol. For  example,  normally  aircraft  glide 
down  Palmdale  assembly  lines  on  land- 
ing gears,  made  by  Menasco.  Today  Tri- 
Stars roll  along  on  dollies,  because  Lock- 
heed can't  get  enough  landing  gears — the 
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Whenyou  grow  as  p 
companies  are  gro 


And  Transamerica  is  growing.  In  1978,  our  operating 
earnings  were  $208  million  on  revenues  of  $3.5  billion. 
That  was  a  21%  increase  over  1977,  and  81%  higher  than 
1976  operating  earnings. 

We  expect  1979  to  be  another  record  year.  Operating 
income  for  the  first  nine  months  was  $182.5  million,  an 
11%  increase  over  the  comparable  period  of  1978. 

Why  are  we  growing?  One  reason  is  that  we're  in 
a  lot  of  growing  businesses.  Equally  important,  though, 
is  the  way  we  manage  our  businesses.  Every  company 


in  the  Transamerica  family  subscribes  to  the  same 
management  principles. 

Diversity  of  enterprise,  uniformity  of  system.  Mi 
different  businesses,  one  set  of  principles.  That's  the 
way  we  work  at  Transamerica.  Our  objective  is  to  ach 
a  leadership  position  for  all  our  companies.  Leadershi 
customer  service,  in  quality,  in  product  reputation.  Le 
ship  in  operating  efficiency  and  a  high  return  on  shar 
holders'  equity. 

How  does  this  operating  philosophy  pay  off? 
a  look  at  just  four  of  our  companies. 


Transamerica  Interway 

Transamerica's  newest  family  member  is  the  world's 
largest  lessor  of  intermodal  transportation  equipment: 
piggyback  trailers  and  cargo  containers  that  can  travel  by 
truck,  train,  ship  or  any  combination  of  the  three. 

The  growth  outlook  for  both  containers  and  piggy- 
backs is  extremely  promising,  because  they  offer  shippers 
valuable  benefits.  Both  are  basically  large,  strong  boxes 
with  sturdy,  sealable  doors,  providing  cargo  with  protection 
from  pilferage  and  damage.  Both  are  truly  intermodal— 
for  example,  a  container  or  piggyback  can  begin  its  journey 
by  truck,  be  transferred  to  a  rail- 
car,  then  to  a  ship  and,  at  port  of 
entry,  back  again  to  rail  or  truck. 

Transamerica  Interway  par- 
ticipates in  this  rapidly  growing 
industry  through  two  principal 
subsidiaries.  One  is  Trans- 
america ICS,  which  leases  con- 
tainers worldwide  to  steamship 
lines,  shippers  and  other  carriers 
A  leader  in  container  leasing, 
Transamerica  ICS  has  a  fleet  of 
more  than  100,000  TEU's 
(20-foot  equivalent  units). 

The  other  principal  sub- 
sidiary, Transamerica  Realco, 
serves  the  United  States  and 
Canadian  railroad  systems  and 


the  roll-on/roll-off  water  carrier  industry.  The  Transs 
Realco  fleet  of  40,000  piggybacks  is  the  largest  in  the  | 
U.S.  and  represents  about  25%  of  all  U.S.  piggybacks. 

A  third  subsidiary,  Transamerica  Trailer  Services  | 
specializes  in  over-the-road  trailer  leasing. 

The  outlook  for  Transamerica  Interway  is  excellel 
The  company  is  in  the  strongest  financial  position  in  it 
17-year  history,  at  a  time  when  basic  economic  forces  al 
expanding  the  opportunities  for  intermodal  transporta| 
especially  for  energy-conserving  piggyback  traffic  on 
American  railroads. 


Transamerica  Relocation 

Transamerica  Relocation  Service  assists  corporations 
in  transferring  both  individuals  and  groups  of  employees. 
Its  programs  include  a  full  range  of  services  from  pur- 
chasing the  home  of  a  transferred  executive  to  helping  find 
a  home  in  the  new  community.  Transamerica  Relocation 
helps  reduce  the  time,  trauma  and  effort  associated  with 


locating  a  new  home,  allowing  employees  to  become 
productive  faster  in  their  new  assignments. 

Additional  services  include  group  move  administil 
tion,  home  management  for  executives  who  lease  theii| 
primary  residences  while  on  assignment,  and  home 
appraisal  and  consultation  services  to  companies  that 
administer  their  own  relocation  programs. 


First  Rate  Service  at  a  Fa    Price  is  a  registered  trademark  of  Transamerica  Corporation. 


company  because  your 
"  afs  Transamerica. 


ransamerica  Financial 


Pacific  Finance  is  one  of  the  largest  independent 
irsonal  finance  companies  in  the  United  States  and,  un- 
lestionably,  one  of  the  finest  performers  in  its  industry. 
January  of  1980,  the  company  will  change  the  name 
)pearing  on  its  500-plus  offices  to  Transamerica  Financial 
irvices,  significantly  enhancing  its  visibility. 

The  company's  primary  business  is  making  loans 
:cured  by  both  personal  property  and  equity  in  residential 
»al  estate,  with  real  estate  outstandings  becoming  a 
owing  part  of  the  portfolio. 

The  company's  1978  operating  income  reached  an 
1-time  high  of  $18.5  million,  with  an  operating  return  on 
luity  of  20.8%.  Net-loss-to-outstandings  ratio  was  1.21%, 
le  of  the  best  in  the  industry.  The  outlook  for  1979  is 


excellent,  with  nine-month  operating  income  of  $16.7  mil- 
lion, a  gain  of  17%  over  the  similar  period  of  1978. 


I  udget  Rent  a  Car 

,    At  Budget  Rent  a  Car,  a  customer  can  always  count  on 

I  e  great  rates  that  Budget  is  famous  for,  along  with  service 
at  proves  the  customer  is  number  one  at  over  1,500  air- 
f)rt  and  in-town  locations  in  54  countries  around  the  globe. 

This  winning  combination  of  low  rates  and  great 
i:rvice  has  made  Budget  one  of  the  world's  largest  car 
ntal  systems,  with  a  peak  fleet  of  over  100,000  vehicles. 

For  corporate  customers,  the  Budget  Corp-Rate  Plan 
jfers  an  unlimited  mileage  rate,  which  provides  a  sub- 
iantial  reduction  in  corporate  car  rental  costs.  The  Corp- 
Mte  Plan  makes  a  lot  of  sense  to  a  lot  of  companies;  volume 
fjtj-ough  the  system  increased  42%  in  1978.  The  Super 
mz  Club  is  another  way  Budget  proves  you're  number  one. 
ttoffers  frequent  travelers  a  fast,  convenient  way  to  rent 
Ear  at  airports  by  providing  pre- written  rental  contracts. 

II  Recent  growth  of  the  Budget  system  has  been  boosted 
||  an  agreement  with  Sears,  Roebuck  &  Co.  When  you 

ij  (rit  a  car  from  Sears  Rent  a  Car,  you're  renting  from  Budget. 
Illume  through  Sears  Rent  a  Car  increased  48%  in  1978. 

Budget  overall  earnings  tripled  in  1978  over  1977, 
f  fiich  was  also  a  record  year,  and  are  up  substantially  for 
first  nine  months  of  1979. 
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TheTransamerica  Management  System 

We're  diversified,  and  in  many  impor- 
tant respects,  we're  decentralized.  We 
believe  in  encouraging  our  managers  to  be 
innovative  and  entrepreneurial.  At  the 
same  time,  however,  all  our  companies 
have  similar  objectives.  And  they  use  the 
same  management  system  and  overall 
philosophies  to  achieve  them. 

Each  of  our  companies,  for  example, 
has  a  retum-on-equity  goal  that  will  place 
it  among  the  leaders  in  its  industry,  and 
contribute  to  an  overall  corporate  ROE  of 
at  least  17.5%.  Last  year  we  achieved  a 
return  on  equity  (after  tax)  of  more  than 
19%,  our  highest  ever. 

Our  companies  employ  such  techniques 
as  management  by  objective,  intensive 
profit  planning  and  budgeting,  and  stan- 
dardized financial  reporting.  We  stress 
communications,  up,  down  and  across  the 
organization  chart.  Our  management  tech- 
niques aren't  unique  to  Transamerica,  but 
we  are  unique  in  applying  our  approach 
consistently  at  all  our  companies. 

We  also  have  a  common  operating 
philosophy:  First  Rate  Service  at  a  Fair 
Price?  A  sound  basis  for  solid  growth  and 
strong  results. 

For  our  current  financial  reports,  write: 
Transamerica  Corporation 
Corporate  Relations  Department 
Box  7648,  San  Francisco,  CA  94120 
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Transamerica 


most  critical  component  on  a  plane  after 
the  engines.  That's  even  more  disruption 
and  higher  costs. 

Anderson,  stretching  his  long  legs, 
says  he's  convinced  most  of  these  prob- 
lems will  fade  within  a  year  or  so,  as 
parts  suppliers  begin  meeting  schedules 
and  also  as  the  TriStar  work  force  stabi- 
lizes. But  of  course  much  depends  on 
how  many  new  orders  Lockheed  gets, 
and  how  soon.  Its  present  base  of  59 
unfilled  orders  (and  72  options)  would  get 
the  company  through  1 980  and  1981,  but 
a  severe  recession  and  more  oil  shocks 
could  slow  the  inflow  of  new  orders  and 
drive  production  perilously  low  again. 

However,  if  business  holds  up  and  the 
airlines  can  get  the  financing  they  need, 
TriStar's  prospects  look  good.  With  16 
airlines  flying  TriStars  today,  vs.  a  measly 
8  customers  several  years  ago,  the  pros- 
pect for  repeat  orders  is  better  than  ever. 
The  other  good  news  is  that  airlines  are 
looking  to  the  smaller  jumbo  jets,  DC- 
10s  and  TriStars,  rather  than  the  bigger 
747s,  to  serve  new  international  routes 
from  such  second-tier  markets  as  Miami 
or  Atlanta.  Currently  the  TriStar  pro- 
gram's best  chance  for  a  big  near-term 
order  seems  to  rest  with  TWA,  a  TriStar 
customer  laden  with  too  many  fuel-guz- 
zling 707s. 

As  unlucky  as  Lockheed  has  been  with 
the  TriStar,  its  success  in  several  huge 
military  programs  has  been  uncanny. 
Since  the  mid-1950s  Lockheed-Georgia 
Co.  has  turned  out  nearly  1,600  Hercules 
military  transport  propjets  at  its  Mariet- 
ta, Ga.  facility,  selling  them  to  45  na- 
tions. Though  orders  for  the  Hercules 
have  tailed  off  in  the  last  few  years,  Her- 
cules production  is  so  far  down  the  learn- 
ing curve  that  each  order  is  remarkably 
profitable. 

The  company's  other  jewel  is  its 
Sunnyvale,  Calif.  Lockheed  Missile  & 


Space  Co.  LMSC,  as  it  is  called,  produces 
the  U.S.'  newest  submarine-launched 
strategic  missile,  the  Trident,  which  has 
generated  more  than  $3  billion  in  Lock- 
heed contracts  over  the  last  six  years. 
Lockheed  holds  such  a  grip  on  missile 
technology  that  no  other  company  has 
ever  vied  for  a  Navy  strategic  ballistic 
missile  prime  contract,  dating  back 
through  the  Navy's  first  such  missile,  the 
Polaris,  which  went  into  service  in  1960. 
Then  there's  the  military  satellite  busi- 
ness, housed  in  the  Sunnyvale  facility's 
windowless  buildings.  That's  a  business 
Lockheed  understandably  won't  say 
much  about,  except  that  the  secret  mili- 
tary programs  earn  their  keep. 

At  any  rate,  this  is  a  far  different  Lock- 
heed than  the  one  that  came  hat  in  hand 
to  Congress  in  1971.  If  reported  earnings 
are  slim  this  year,  cash  flow  is  not:  It 
came  to  nearly  $100  million  in  the  first 
nine  months.  That's  more  than  $6  a 
share  on  a  fully  diluted  basis,  of  which 
some  40%  represents  recapture  of  cap- 
italized TriStar  costs.  For  the  full  year, 
cash  flow  ought  to  be  at  least  $8  a  share. 
Lockheed's  current  bookkeeping  is, 
moreover,  extremely  conservative.  It 
does  not  wait  until  a  TriStar  is  delivered 
before  booking  the  operating  loss  but 
takes  the  loss  before  or  during  produc- 
tion, as  soon  as  it  becomes  apparent. 

With  the  money  flowing  in,  Anderson 
has  been  rebuilding  Lockheed's  once 
shattered  balance  sheet.  The  company 
has  come  a  long  way  since  1974  when  its 
equity  plummeted  to  $26  million  and 
debt  soared  to  $910  million.  Today  debt 
stands  at  $500  million  and  equity  at  $300 
million,  evidence  that  the  1971  govern- 
ment bailout  worked.  The  U.S.  govern- 
ment never  had  to  pay  a  dime  on  loan 
guarantees,  but  wound  up  earning  $31 
million  in  fees  and  interest  (Chrysler 
should  do  so  well!).  The  24  banks  which 


Electronic  heroes 


made  the  loans  came  out  nicely,  tool 
sweetener  in  the  $250  million  fir 
package,  the  banks  were  issued  3.5 
lion  warrants,  most  exercisable 
1985-86  at  $7  a  share — a  bargain  ] 
when  Lockheed  stock  trades  at  ', 
that  seems  high  for  a  company  th 
expected  to  make  only  about  $3  a  i 
this  year,  remember  this:  By  the 
TriStar  merely  reaches  the  break 
point— Anderson  hopes  in  1982 — 1 
heed's  reported  profits  could  treble. 

The  entire  tone  of  Lockheed  mai 
ment  has  changed  since  the  days 
nancial  and  political  chaos.  Fa 
Chairman  Dan  Haughton  kept  the 
nization  taut  with  his  autocratic,  3 
winding  style.  "Uncle  Dan,"  as  he 
widely  known,  held  regular  head-lop 
sessions,  ending  ironically  in  1975  x 
his  own  head  rolled,  a  victim  ol 
payoff  scandal.  Today's  climate,  se 
the  cool  Anderson,  is  vastly  differei 
CPA  by  training  and  a  23-year  Lock 
veteran,  he  was  a  surprise  choict 
chairman  in  1977.  Anderson  is  the  s 
ful  kind  of  executive  who  delegate: 
thority  easily  but  manages  to  do  so  v 
keeping  a  close  eye  on  all  aspects  a 
business. 

Lockheed  is  finally  stable  enough 
some  long-range  financial  planning— 
derson's  specialty — instead  of  sd 
bhng  from  crisis  to  crisis.  Simply  ra. 
the  possibilities  draws  optimist  An 
son  out  of  his  chair  to  pace  the  c 
while  expounding  on  Lockheed's  fu 
"Just  two  more  years,"  he  pleads,  th 
ing  his  hands  forward  like  an  evangj 
"and  we  think  we'll  have  the  debt  w 
we  want  it.  Then  when  the  Tr: 
moves  into  the  black.  ..."  Maybe 
"when"  ought  to  be  an  "if."  But  if  Ar 
son  is  right,  Lockheed  shareholders 
be  mighty  happy  to  see  the  tail  still 
ging,  only  this  time  in  the  proper  wa; 


The  Aquila  is  war  by  proxy — rt 
more  hunkered-down  forward  obsen 
er  pelted  from  ahead  and  perhaps  fror 
behind.  Instead,  the  Aquila  is  so  quid 
it  probably  wouldn't  be  heard  and  s 
thin  that  it  would  be  hard  to  shoe 
down.  Because  Aquila's  27-hp  engin 
generates  little  heat,  even  a  heat-seei 
ing  missile  would  find  it  hard  to  mtei 
cept.  With  a  little  imagination  on 
could  see  skies  filled  with  Aquila: 
launched  by  both  sides,  soarin 
around  like  the  wicked  winged  mor 
keys  in  Tlx  Wizard  of  Oz. 

So  one  more  legendary  hero  bite 
the  dust — the  artillery  forward  obsen. 
er.  The  Aquila's  artillerymen  will  si 
far  from  the  battlefield,  watching  th 
war  on  TV,  except  when  they  raise 
small  net  to  catch  the  Aquila  when  i 
flies  home  for  more  fuel. 


"It's  a  bird!  It's  a  plane!  It's  Aquila!" 

That's  how  a  Madison  Avenue  ad- 
vertising genius  might  sell  Lock- 
heed's imaginative,  promising  devel- 
opment, the  Aquila.  It  means  eagle  in 
Latin,  though  the  Army  is  dropping 
the  name  for  the  more  prosaic  "RPV," 
meaning  Remotely  Piloted  Vehicle. 
Aquila  (or  RPV)  adds  a  new  dimension 
to  warfare.  It  could  also  make  Lock- 
heed a  sackful  of  money. 

Catapulted  into  the  air  &  la  Evel 
Knievel,  the  Aquila,  with  its 
lightweight  6  V?. -foot  body  and  13-foot 
wingspan,  looks  remarkably  like  an 
eagle.  Powered  by  a  small  propeller 
engine,  it  can  soar  above  enemy  posi- 
tions for  three  hours,  sending  back 
televison  pictures  while  fixing  a  laser 
beam  on  a  moving  target,  a  beam  that 
later  guides  in  rockets 


Lockheed's  Aquila  spy  plane 
Watching  a  war  on  television. 
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OME.  FEEL  THE  RIDE  OF  THE  REMARKABLE 


?80  MERC 

Mule  in.  Settle  kick. 
I  eel  all  the  space  around  yon. 
■  1980  Mercury  Marquis  isde- 
ned  to  transport  6  adults.  So 
en  you  and  your  family  are  riding 
et  her,  you're  not  riding  on  topo£, 
:h  other.  Feel  how  open  and 
ry"  it  feels  to  sit  in  the  back  seat, 
n  I he  Marquis  doesn't  let  you 
I  closed  in  or  confined. 
Now  find  yourself  a  rough  road. 
I  eel  how  its  vibration-limiting 
me  helps  keep  potholes,  ruts 
I  broken  pavement,  from  intrud- 
ed your  peace  of  m i nd . 

■ .  -<--■■ 


But,  this  year,  there's  far  more 
the  1980  Marquis  than  the  way 

it  rides.  IKSSSB^Ii 
This  year,  .the  Marquis  has  a  re- 
markable 70%  better  &PA»©6tW 
mated  gas  mileage  rating  than  in 

1975."  ISS**0^ 

Plus  it's  available  with  a  ... 
4-speed  automatic  overdrive  trans- 
mission that's  so. advanced,  no 
of  tier  American  automaker  even 
offers  it  to  you. 

Now  that  you've  gotten  a  feel  , 
for  how  well-designed  the  1980 
Marquis  is,  come  feel  how  well  it 


rides,  in  person. 

Because  once  you've  felt  the 
Marquis  ride,  you  may  not  be  satis- 
fied with  anything  less. 


70°/c 


IMPROVEMENT  IN  FUEL 
O  EFFICIENCY  OVER  1975* 


24 


EPA 
HWY 
MPG 


♦Compare  this  estimate  to  the  estimated  MPG  of  othei 
cars.  You  may  get  different  mileage  depending  on 
how  fast  you  drive,  weather  conditions  and  trip 
length.  Actual  highway  mileage  will -probably  be  less 
than  the  estimated  highway  fuel  economy.  Cahlomi.i 
estimates  and  percentages  different. 
•♦Comparison  is  based  on  a  comparison  of  standard 
engines.  -  


MERCURY  MARQUIS 


LINCOLN-MERCURY  DIVISION 


west  products  analysts 

ootc  at  Mead  for  the  san 
easonsyou  should.  - 


sit  Mead's  corrugated-medium  mill,  in  Stevenson,  Alabama — one  of  the  largest  and  most  cost-efficient  in  the  world 


Financial  analysts  are  interestec 
primarily  in  facts  and  figures.  Ar 
futures. 

What  do  they  see  when  the^ 
look  at  a  fully  integrated  forest- 
based  company  like  Mead? 

•  Since  1973  sales  have  rise 
over  78%— to  $2.3  billion  in  197 

•  Net  earnings  have  increas 
more  than  144%. 

•  Return  on  shareowners'  ec 
in  1978  reached  17.7%,  highest 


ncrea 

1 19; 


mg  all  the  15  major  forest-prod- 
I  companies  rated  by  Value  Line. 
I  From  1973  Mead's  dividends 
b  increased  from  430  to  $1.65  a 
e  in  1979. 

What  about  futures?  Our  strat- 
calls  for  further  focusing  on 
Ret  segments  where  we  pres- 
/  enjoy  or  can  build  a  leadership 
Ition.  In  the  next  five  years  we 
to  invest  over  $1  billion  in  new 
acity  primarily  for  our  growing 


family  of  forest-based  products. 
These  presently  account  for  over 
80%  of  Mead's  earnings. 

Announced  plans  include  a  new 
$95  million  paper  machine  in  Ohio; 
a  new  $70  million  paperboard 
machine  and  $32  million  plywood 
plant  by  an  affiliate  in  Georgia. 
Another  affiliate  in  Canada  has 
plans  to  double  its  pulp  capacity  at 
a  cost  of  over  $245  million. 

The  ultimate  payoff,  of  course,  is 


more  productive  use  of  invested 
capital,  more  jobs,  more  return  for 
our  investors. 

If  you'd  like  to  know  more  of 
what  forest  products  analysts  are 
finding  out  about  Mead,  write  Bruc 
Bedford,  VP,  Financial  Affairs, 
Mead,  Dayton,  Ohio  45463. 

(Tfeod 


CHALLENGE: 
TAKE  YOUR  TELEPHONE  INTO  THE  21st  CENTURY. 

THE  BELL  SYSTEM  IS  DOING  IT. 


You're  looking  at  a  new  electronic 
switching  system.  And  the  beginning  of  an 
exciting  future. 

This  system,  based  on  advanced 
microelectronics,  is  helping  us  handle  more 
calls  faster  than  ever  before. 

It  can  store  information  and  instruc- 
tions about  millions  of  calls. Then  process 
them  in  a  fraction  of  a  second. 


A  new  electronic  switching      Electronic  switching  will 
system  under  construction.      make  your  phone  more  versatile. 


Electronic  switching  systems,  going  in  at  the  rate  of  one  per  business  da> 

This  capability  can  tell  you  a  call  is 
waiting.  Or,  in  the  near  future,  will  allow 
you  to  screen  out  communications  except 
those  you  pre-select. 

There  will  be  many  more  services  in 
the  years  ahead.  Right  now,  the  task  at  hand 
is  to  install  electronic  switching  across  the 
country.  So  it  can  do  more  for  your  com- 
munications now.  And  in  the  future, 
carry  most  any  kind  of  communication  you 
can  think  of:  voice,  data,  printed  words, 
even  pictures. 

Bell  System  people  are  meeting  the 
challenge  of  the  21st  century,  installing 
entire  electronic  switching  systems  at  the 
rate  of  one  per  business  day. 

Every  working  day  they're  bringing  the 
future  closer  to  home. 

(3)  Bell  System 


Keeping  you      mmunications  system  the  best  in  the  world. 


D  American  Telephone  and  Telegraph  Company,  1979. 


Wry  are  Brenco's  two  top  executives  leaving 
men  their  company  is  at  the  top  of  its  form? 

gritting  while 
you're  ahead 


The  Up-And-Comers 


ico  President-elect  George  F.  Copeland 

Mart's  got  the  world,  by  the  ass  out  there.  I  wouldn't  have  given  it  up." 


•  hat's  the  forge  building  over 
there — the  blue  one,"  says  Brenco, 

*  Inc.  President  W.  Stuart  Johnson, 
ang  at  a  stately  15  mph  around  the 
lpany's  immaculate  Petersburg,  Va. 
dquarters.  A  flag  snaps  loudly  in  the 
:ze,  high  above  a  crisply  starched, 
ol-packing  security  guard  at  the  en- 
lce  gate.  Johnson  talks  in  a  soft,  lan- 
i  drawl  as  manicured  lawns  glide  by 
either  side  of  the  car.  "We  built  that 
Iding  around  1969,  I  believe.  Now 
re  adding  to  the  railroad  building 
k  there.  We're  getting  ready  to  put  up 


building  number  six  on  that  cleared  land 
to  the  right.  Stamping  forges." 

From  the  construction  alone  it  is  obvi- 
ous that  Brenco  is  working  flat-out  these 
days,  scrambling  hard  to  keep  pace  with 
demand  that  has  stretched  its  backlogs 
out  well  over  a  year.  From  a  standing 
start  just  20  years  ago,  little  $62  million- 
sales  Brenco  has  done  what  General  Mo- 
tors, Sweden's  big  SKF  Industries  and 
Japan's  Koyo  and  NTN  have  found  im- 
possible— Brenco  is  running  neck  and 
neck  with  mighty  $1.1  billion-sales  Tim- 
ken  Co.  to  become  one  of  the  nation's 


two  largest  producers  of  tapered  railroad 
roller  bearings. 

Even  more  remarkable  is  the  fact  that 
Brenco  has  accomplished  this  feat  with- 
out any  financing  other  than  an  initial 
5,000-common  share  offering  at  $1  a 
share  (each  share  has  since  split  2,000  to 
1)  in  a  very  capital-intensive  industry. 
Over  the  past  five  years  debt-free  Brenco 
has  averaged  an  impressive  26.7%  return 
on  equity  (roughly  twice  as  much  as 
Timken)  and  a  sprightly  23%  average 
yearly  earnings  growth — all  the  while 
amassing  a  cash  hoard  that  has  grown 
from  just  $200,000  in  1972  to  $17  mil- 
lion today. 

The  tires  of  Johnson's  car  crunch  to  a 
halt  on  a  gravel  parking  lot  beside  two 
man-made  lakes  on  Brenco's  150-acre 
property.  One  of  the  lakes  is  stocked 
with  bass  and  catfish  for  Brenco's 
anglers,-  the  other  is  equipped  with  boat- 
ing facilities.  There  are  tennis  courts  off 
to  the  right,  and  to  the  left  a  large  picnic 
pavilion,  a  playground  and  a  horseshoe 
pitch.  "What  we  have  here  is  an  employ- 
ee park  for  all  of  us  at  Brenco  and  our 
families,"  Johnson  explains,  proudly  sur- 
veying the  tranquil  scene.  "There's  a  jog- 
ging trail  over  there.  .  .  . 

"We  built  these  two  lakes  because  we 
felt  like  we  could  use  the  coolant  water 
when  we  eventually  make  steel,"  John- 
son goes  on,  the  wind  tousling  his  hair. 
"Right  now  we're  vertically  integrated 
right  back  to  steel  bars  and  we're  at  the 
point,  you  know,  where  we  could  make 
those  bars  in  an  electric  arc  furnace 
minimill.  See,  roughly  50%  of  the  selling 
price  of  a  roller  bearing  is  still  steel,  so 
any  saving  you  could  make  there  would 
be  significant." 

That  furnace  might  come  any  time 
now,  because  Brenco  is  already  consum- 
ing 25,000  tons  a  year.  And  of  course,  the 
company  could  easily  finance  that  mill 
out  of  cash  flow  over  the  two  and  a  half 
years  it  would  take  to  build.  Everything 
is  proceeding  on  schedule  as  conceived 
in  "Master  Plan  1975,"  with  the  orderly 
predictability  of  a  Bach  fugue. 

Brenco  was  started  in  1949  by  a  former 
salesman  of  American  Brake  Shoe  (now 
Abex)  by  the  name  of  George  Whitfield, 
Johnson  explains  while  unwrapping  a 
spicy  "barbecue  sandwich"  sent  in  from 
a  local  restaurant.  Whitfield  bought  a 
small  bronze  foundry  and  began  making 
bronze  friction  bearings  for  railroad  cars. 
It  was  a  product  that  had  been  around  for 
ages — a  simple  bronze  sleeve  that  sat 
right  on  the  "journal,"  or  axle,  of  freight 
cars  and  needed  frequent  lubrication.  "It 
was  just  a  foundry  but  it  was  zor  suc- 
cessful," recalls  Johnson,  who  joined  the 
company  in  1959  as  a  Virginia  Tech- 
trained  engineer,  right  after  getting  out 
of  the  Navy.  "It  wasn't  something  you 
could  sell  for  a  whole  lot  of  money,  but  it 
had  good  cash  flow." 

Then  opportunity  knocked  in  the  Fif- 
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ties,  when  Timken  introduced  the  ta- 
pered roller  bearing.  But  it  was  so  soft  a 
knock  that  most  people  missed  it.  "The 
tapered  bearing  was  like  going  from  a 
sundial  to  a  precision  watch,  technical- 
ly," says  Johnson  with  pardonable  hyper- 
bole, "because  these  bearings  could  go 
500,000  to  1  million  miles  without  main- 
tenance, whereas  the  old  journal  bearings 
might  only  make  it  from  here  to  Rich- 
mond between  oilings  or,  with  luck,  to 
Chicago."  Nevertheless  the  roller  bear- 
ings were  much  more  expensive  and  the 
railroads,  as  always,  short  of  capital, 
were  slow  to  accept  them. 

Whitfield  was  convinced  that  U.S.  rail- 
roads would  soon  switch  to  bearings  as 
their  European  counterparts  had  already 
done.  But  which  type  of  bearings?  The 
traditional  European  cylindrical  bear- 
ings? Or  the  radical  tapered  bearings  like 
those  Timken  made?  SKF  started  mak- 
ing standard  European  cylindrical  bear- 
ings in  the  U.S.  General  Motors  also  bet 
on  cylindrical.  But  Brenco  bet  on  ta- 
pered. "It  was  dumb  luck,"  says  Johnson. 
"We  just  talked  to  the  guys  in  the  rail- 
road maintenance  shops  and  they  said 
tapered  were  better.  You  see,  a  tapered 
bearing  has  a  greater  degree  of  tolerance 
in  the  length  of  the  roll  area,  which  was 
better  suited  to  our  larger  freight  cars." 

Brenco  sold  its  first  tapered  roller  bear- 
ing in  1959 — two-car  sets  for  $1,500, 
made  mainly  with  rented  machinery. 
Timken  immediately  lowered  the  boom. 
"Every  time  we  went  into  the  market- 
place, the  price  would  drop,  like  19%!" 
says  Johnson.  Had  the  railroads  been 
faster  to  accept  tapered  roller  bearings 
it's  likely  that  Timken  would  have  rolled 
over  Brenco  like  Grant  took  Richmond. 
But  so  gradual  was  the  growth  of  demand 
in  the  early  years  that  Brenco  had  time 
to  integrate  backwards  in  easily  financed 
phases,  steadily  improving  its  costs  in  a 
growing  market. 

Whitfield  spotted  one  cost  advantage 
right  at  the  outset.  Timken  made  its 
tapered  bearings  from  steel  tubes  it  pro- 
duced itself.  That  integration  gave  the 
company  cost  advantages  in  smaller  in- 
dustrial bearings,  its  main  market,  but 
not  in  large  railroad  bearings.  Whitfield 
decided  to  use  steel  bar,  the  most  eco- 
nomical steel  shape.  For  the  size  bearing 
he  made,  there  was  less  waste  using  the 
"roll  ring"  method.- 

All  the  while  Timken  kept  the  pres- 
sure on,  but  little  Brenco  plowed  the 
money  back  into  the  latest  plant  and 
equipment,  spending  at  twice  the  rate  of 
Timken  in  relative  terms — ever  search- 
ing for  a  more  efficient  process.  Brenco 
was  the  first  to  introduce  its  own  hydro- 
dynamic  seals  on  tapered  bearings,  pro- 
ducing a  bearing  with  less  torque  so  that 
fewer  locomotives  were  needed  to  haul 
freight  trains.  Small  remanufacturing 
plants  were  built  around  the  country  in 
locations  convenient  to  customers. 
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more  convenient  distribution  channels 
were  opened.  "We  just  kept  pecking 
away  at  them,"  says  Johnson. 

Where  did  Brenco  find  the  nerve  to 
keep  spending  so  heavily  year  after  year 
against  a  competitor  as  powerful  as  Tim- 
ken? Simple.  Brenco  would  tell  the  rail- 
roads what  a  tough  competitor  mighty 
Timken  was,  discreetly  raising  the  spec- 
ter of  monopoly,  and  the  railroads  threw 
a  little  business  Brenco's  way  to  keep 
prices  down.  Says  Brenco  Vice  President, 
Secretary  and  Treasurer  Edward  Arvin: 


"I  would,  like  to  have  retired 
at  age  45.  I'm  certainly  not 
well-to-do,  and  I'm  certainly 
not  looking  for  any  other  big 
corporate  responsibilities.  It's 
just  that  the  thrust  now  needs 
to  be  toward  industrial  bear- 
ings. George  Copeland  knows 
far  more  than  I  will  ever  know 
about  industrial  bearings." 


"We  use  that  as  a  sales  pitch  and  it  still 
works  today." 

It  all  sounds  easy  in  retrospect,  but  in 
fact  it  was  a  fierce  battle,  with  lots  of 
casualties.  "SKF  closed  down  their  rail 
bearing  plant  in  Asheville,  N.C.  about 
five  or  six  years  ago,"  says  Johnson, 
calmly  sipping  a  Coke.  "General  Motors 
closed  down  their  plant  in  Clark,  N.J. 
Couldn't  make  it.  We  bought  some  of 
their  equipment  when  they  folded.  The 
Japanese  just  closed  a  plant  in  Canada." 

Johnson  strolls  slowly  out  of  the  picnic 
pavilion  over  to  a  glassed-in  painting  of 
an  old  railroad  train  that  stands  under  a 
small  green  roof  in  the  middle  of  the 
surrounding  woods.  "We're  standing 
right  on  a  battleground  of  the  Civil  War," 
he  says  reverently.  "Grant  built  a  rail- 
road right  around  the  outskirts  of  Peters- 
burg, the  rail  center  for  Richmond.  It 
came  right  through  here.  Those  are  the 
North's  breastworks  right  there.  We've 
uncovered  untold  relics  here  on  this  back 
property — beautiful  bayonets  and  belt 
buckles  from  the  North,  even  bodies!" 
Johnson  presses  a  button  on  the  train 
painting  and  a  recorded  voice  begins  de- 
scribing the  battle:  "The  date  is  Feb.  5, 
1865,  the  sound  of  Confederate  artillery 
is  stronger  than  usual.  The  reason:  Off  to 
your  right  a  Union  Army  railroad  train  is 
chugging  slowly  toward  where  you're 
standing.  ..." 

Johnson  becomes  less  talkative  as  the 
car  heads  back  to  the  office  and  the  con- 
versation turns  to  the  future.  If  about 
90%  of  Brenco's  business  today  is  in 
railroad  bearings,  isn't  the  company  go- 
ing to  hit  a  downturn  when  that  cyclical 
market  slumps?  After  all,  around  65%  of 
all  freight  cars  already  are  equipped  with 
roller  bearings  now  that  they've  been 
mandatory  for  safety  reasons  for  about 


ten  years.  And  the  only  major  bac 
integration  step  available  to  Bre; 
into  a  minimill — a  dangerous  s 
there's  a  drop  in  bearing  sales  vol 
"Well,  there's  a  big  aftermarket," 
son  replies.  "Almost  25%  of  our  pn 
tion  is  in  the  aftermarket  already 
that  aftermarket  is  just  beginning." 

But  railroad  bearings  don't  nom 
wear  out  for  20  years.  There  can 
anywhere  near  as  much  growth  in 
market  as  in  the  original-equip 
market. 

"I  can't  disagree  with  that,"  Joh 
concedes.  "I  think  the  point  is  weli 
en.  Of  course,  there's  the  overseas 
ket,  which  accounts  for  10%  to  15 
our  sales  today.  ..." 

But  again,  that's  a  far  more  com 
tive,  slower-growing  market,  isn't  il 

"Why  wouldn't  you  look  at  the  ii 
trial  bearing  market?"  Johnson  ast 
way  of  rejoinder. 

Earlier  Johnson  had  said  that  Tir 
had  the  industrial  market  locked  u 
be  precise,  he  said,  Timken  has 
much  as  it  wants  .  .  .  perhaps  70%  c 
We  reminded  him  of  this. 

"Well,  on  small  bearings  they 
Johnson  replies.  "But  not  on  larger 
ings."  Brenco's  thrust  into  indu; 
bearings,  he  explains,  will  focus  c 
inch  to  perhaps  as  high  as  36-inch 
ings,  where  its  ring  rolling  advantage 
some  leverage.  The  prime  markets 
would   be   mining,  construction 
earth-moving  equipment. 

Once  Brenco's  sales  to  such  indus 
markets  are  roughly  twice  their  pre 
level,  Johnson  figures  his  industrial 
ness  can  be  as  profitable  as  his  rail 
business. 

Back  in  his  small,  unpretentious  c 
with  Civil  War  bullets  and  spoons  nt 
arrayed  on  a  side  table,  Stuart  Joh 
refuses  to  be  photographed  for  Forbe 
really  don't  see  that  publishing  my 
ture  is  of  great  value  to  the  stockhol 
he  says.  "I  mean  I'm  sitting  here  tal 
to  Forbes  and  all  of  us  really  ought  i 
making  bearings." 

Two  days  later,  Brenco  annou 
that  Stuart  Johnson — who  has  been  c 
executive  for  nine  and  a  half  yes 
plans  to  retire  on  New  Year's  Eve  at 
50.  So  does  his  executive  vice  presic 
Jack  W.  Miller  Jr.,  48. 

Could  they  have  been  fired  by 
Whitfield  family,  which  owns  a  con 
ling  29%  of  the  common? 

"That  is  absolutely  not  true 
Johnson's  handpicked  successor,  Ge 
F.  Copeland,  56 — a  veteran  of  28  y 
with  Timken  and  another  6  with 
Tyson  Bearing  division  of  SKF,  wher 
achieved  a  dramatic  turnaround.  "I  a 
it's  unusual — retiring  so  early,"  Cope 
goes  on,  "I  mean  Stuart's  got  the  w 
by  the  ass  out  there!  I  wouldn't  1 
given  it  up,  to  be  honest  with  you. 
people  are  different.  I  remember  wh 
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;ed  to  him  two  years  ago  he  was 
iking  of  retiring  early." 
[  would  like  to  have  retired  at  age  45," 
3  Johnson  quietly.  "I'm  just  not  inter- 
s:d  in  working  any  longer  than  I  have 
I'm  certainly  not  well-to-do.  That's 
it.  The  biggest  position  I  ever  had  in 
nco  was  less  than  Vi  of  1%  of  the 
:k — very  little.  And  I'm  certainly  not 
ung  for  any  other  big  corporate  re- 
nsibilities.  It's  just  that  the  thrust  of 
company  now  needs  to  be  toward 


industrial  roller  bearings,  as  we  had 
planned  two  years  ago  before  the  boom 
in  the  railroad  business  absorbed  most  of 
our  industrial  bearing  capacity.  George 
Copeland  is  a  very  qualified  man  who 
knows  far  more  than  I  will  ever  know 
about  industrial  bearings.  I  just  want  out 
at  a  time  that  is  in  Brenco's  best  inter- 
ests— as  it  may  not  be  five  years  from 
now,  or  ten  years  from  now. 

"As  for  Jack  Miller,"  he  adds,  "I've 
known  him  all  my  life  and,  well,  I  just 


i  independent  inventor  who  makes  a  decent 
ing  is  a  rarity  these  days.  Robert  Lester  just 
«es  to  think  about  things  like  humanoid 
hots  and  Big  Brother  tracking  devices. 


ft 


"It's  better  than 
chasing  girls 


The  Up  And-Comers 


fOW  WE  VE  JUST  FILED  PATENT  On  a 
photosensitive  material,  which 
means  that  at  low  cost  we  can 
(ctly  image  without  going  through  all 
!h.e  fiber  optics  and  everything.  ..." 
iiventor  Robert  W.  Lester's  voice  is 
iming  into  a  bright  red  telephone  re- 
'er  as  he  sits  admiring  the  sunlit  spire 
t:he  Empire  State  Building  from  his 
fce  window  in  midtown  Manhattan, 
js"  in  this  case  is  just  a  euphemism  for 
—Robert  Lester  works  alone.  A  chaos 
icechnical  journals,  electronic  parts, 
ile  magazines,  letters  and  keyboards 
ers  every  available  surface,  threaten- 
ito  swallow  up  his  latest  patent  appli- 
!on  (the  eighth  since  the  start  of 
8 — the  first  six  were  all  awarded), 
!  ch  rests  under  his  elbow. 
Pf  course  it's  a  little  secret  how 
ive  done  that,"  he  is  saying  on  the 
phone.  "Now  when  we  get  the  full 
en,  you  realize,  Vernon,  that'll 
nge  things  again." 

he  unmistakable  tone  of  a  salesman's 
h  echoes  in  the  room.  Lester  is  fish- 
ifor  a  licensing  fee. 

tester  hangs  up  with  a  triumphant 
mp  of  the  receiver  and  spins  around 
his  chair.  "Yay!"  he  cries  happily, 
etty  good!  Minolta  is  taking  an  op- 
ii  for  a  license!" 

i's  not  easy  being  a  full-time  indepen- 
t  inventor  in  this  age  of  technology. 
■  days  of  lucrative  tinkering  in  the 
ige  Henry  Ford-style  are  all  but  over. 


Inventor  Robert  Lester 

"Never  had  a  patent  this  good  before !" 

Lester  figures  there  can't  be  more  than 
100  men  like  him  left  in  the  country.  But 
Lester,  who  holds  "around  50"  U.S.  pat- 
ents and  has  a  few  more  pending,  isn't 
complaining.  He  makes  a  comfortable 
living.  "I  have  my  bad  years  and  my  good 
years,  but  I  live  out  with  all  the  million- 
aires in  Manhasset  [a  prosperous  suburb 
of  New  York  City  on  Long  Island].  I 
manage  never  to  earn  less  than  $50,000  a 
year,  and  usually  it's  $100,000."  Lester 
chuckles:  "I  made  $1  million  one  year 


think  it  would  be  somewhat  awkward 
for  him  to  continue  as  executive  vice 
president  under  George  Copeland." 

Copeland  plans  using  the  same  sales 
pitch  in  industrial  bearings  his  predeces- 
sors used  in  railroad  bearings:  "People 
just  don't  want  to  be  so  dominated  by 
Timken."  Will  it  work  again?  Stuart 
Johnson's  early  retirement  may  well 
mean  that  he  thinks  Copeland  will  have 
a  tougher  job  on  his  hands  than  he 
realizes.— Geoffrey  Smith 


.  .  .  and  lost  it  all  the  same  year!" 

That  was  in  1965,  when  Lester  looked 
like  he  had  an  Up-And-Comer  business 
called  Thermotronics  Corp.  (one  of  16 
little  companies  that  Lester  has  created, 
mainly  to  house  his  inventions  for  legal 
purposes).  Thermotronics  produced  "a 
heating  system  the  size  of  a  shoe  box 
that  could  heat  your  entire  home,  had  no 
moving  parts  and  never  wore  out."  Dun- 
ham-Bush, Inc.  thought  enough  of  the 
idea  to  buy  $500,000  worth  of  product  in 
an  exclusive  licensing  and  marketing 
agreement.  "I  had  a  plant  with  160  peo- 
ple," Lester  recalls  fondly. 

But  then  came  the  famous  New  York 
City  blackout  of  November  1965,  which 
helped  give  the  kiss  of  death  to  the  elec- 
tric baseboard  heater  business — and  Les- 
ter's shoe  box  as  well.  "Thermotronics 
went  down  the  drain  almost  overnight," 
he  says.  "Within  two  months  Dunham- 
Bush  canceled  all  the  orders."  But  not 
before  Lester  had  sold  off  his  Thermo- 
tronics stock  to  another  company  for  $1 
million  in  cash.  (Shortly  thereafter  Ther- 
motronics was  liquidated.) 

After  buying  a  new  house  and  taking 
an  extended  vacation,  Lester  poured  the 
remaining  $300,000  into  Flow-Touch 
Corp.,  which  owned  his  push-button 
plumbing  controls  concept.  Flow-Touch 
sank  without  a  trace  within  12  months. 

Lester  laughs  uproariously  at  his  own 
misfortune.  On  the  wall  behind  him  is  a 
German  beer  ad  with  a  coy  maiden  clad 
in  bottle-top  pasties,  quaffing  a  stein  of 
Muinchen's  Dinkel-Acker  as  if  in  merry 
commiseration.  Brooklyn-born  Lester, 
after  all,  is  "completely  Teutonic" — and 
proud  of  it.  His  father's  family  comes 
from  Austria  and  Germany,-  his  mother's 
from  Sweden  and  Norway.  Because  of 
that  "healthy  Nordic  blood,"  says  the  58- 
year-old  Lester  with  a  grin,  "none  of  my 
family  has  died  of  heart  attacks — we  all 
die  chasing  young  girls  at  the  age  of  96! 
Heat  strokes!  It's  the  only  way  to  go!" 

A  self-professed  rugged  individualist 
and  nonconformist  like  his  architect/ 
sculptor  father,  Lester  got  a  master's  de- 
gree in  electrical  engineering  from  the 
University  of  Southern  California  (but  no 
Ph.D.).  Then  he  tried  working  for  Gener- 
al Electric  and  Hughes  Aircraft,  but 
didn't  stay  long  at  either  of  them.  "Big 
corporations  want  you  to  work  on  what 
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I  have  in  mind,"  he  says  contemptu- 
ously. "You  may  come  up  with  an  idea 
for  an  antidegravitator  machine  and 
they'll  say,  'We're  not  interested  in  that. 
You're  working  on  this  electric  broiler 
over  here  because  that's  what  we  make.' 
Even  Hughes  Research  Labs,  which  is 
one  of  the  finest  companies  I've  worked 
for — old  Howard,  being  an  individualist, 
did  things  right — did  that.  1  stayed  there 
five  years,  from  1950  to  1954."  But  even 
Hughes  was  too  confining  for  him.  "I  just 
wanted  to  do  what  I  wanted  to  do,"  he 
elaborates. 

In  the  25  years  since  then  Lester  fig- 
ures roughly  one-quarter  of  his  ideas 
have  been  incorporated  into  money- 
making  products.  Still,  he  says,  the  inde- 
pendent inventor  shouldn't  count  on 
making  money  himself  on  more  than 
one  out  of  every  ten  inventions.  Why? 
Well,  take  the  case  of  his  hidden  wind- 
shield wipers,  which  withdraw  into 
compartments  beneath  the  hood  when 
not  in  use,  the  sort  used  on  most  U.S. 
cars  today: 

"I  was  granted  a  patent  for  hidden 
windshield  wipers  at  the  end  of  1950," 
Lester  recalls  bitterly.  "A  patent  lasts  17 
years.  Shortly  after  it  expired  in  1967, 
Pontiac  came  out  with  them.  They  just 
didn't  put  it  on  their  cars  until  my  patent 
expired. 

"I  was  the  first  to  come  out  with  the 
bent  U-tube  fixture  system  [a  way  of 
hanging  U-shaped  fluorescent  tubes  for 
ceiling  lighting].  Lester  sold  the  rights  in 
1960  for  less  than  $100,000. 

Why  doesn't  Lester  start  up  more  of 
his  own  companies  like  Thermotronics 
and  produce  his  inventions  himself,  as 
did  Dr.  Edwin  Land  of  Polaroid  or,  more 
recently,  Dr.  Robert  Noyce  of  Intel? 

"Bob  Noyce,"  Lester  interjects  with- 
out answering,  "was  having  dinner  at  my 
house  when  he  worked  at  Fairchild  13 
years  ago.  I  was  trying  to  interest  Fair- 
child  in  taking  a  license  for  my  remote 
control  light  switch  for  the  home.  You 
could  he  in  bed  and  turn  out  every  light 
in  your  house.  .  .  .  Total  security!  Fair- 
child  wasn't  interested,  and  a  year  later 
Noyce  started  Intel."  Muses  Lester:  "I 
wish  I'd  bought  stock  in  Intel."  (Lester 
finally  sold  his  idea  to  Mastercraft  Elec- 
tronics Corp.  for  stock,  which  he 
promptly  sold  for  $100,000.) 

Lester  falls  silent  for'  a  moment,  re- 
flecting on  the  opportunities  he  may 
have  missed.  "Of  course,  remember  Bob 
Noyce  only  owns  slightly  over  5%  of  that 
company,"  he  puts  in.  "See,  these  ven- 
ture capital  people  take  too  much.  I  ap- 
proached Exxon  Enterprises  hoping  to 
license  them  to  produce  a  liquid  crystal 
printing  display  for  copiers.  Mr.  Stone  of 
Exxon  Enterprises  came  over.  I  said,  'I 
hope  you're  not  going  to  ask  for  an  80% 
stake  in  my  company  like  you  did  with 
Vydec,  because  if  you  are,  there's  the 
door.'  "  Since  Lester  had  no  working 
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prototypes  of  his  printing  display,  Stone 
expressed  no  interest.  Ironically,  Lester 
is  now  buying  parts  from  Exxon's  Kylex 
division  (which  the  same  Mr.  Stone  now 
heads)  for  prototypes  of  a  typewriter 
with  no  moving  parts  that  uses  that  liq- 
uid crystal  display. 

If  he  had  been  a  little  less  worried 
about  his  equity  position,  however, 
wouldn't  he  have  made  a  lot  more  money 
in  the  long  run  on  several  of  his  inven- 
tions? "I  suppose  so,"  Lester  replies. 
"Oh,  I'm  convinced  of  it.  But  to  be  very 
honest  with  you,  manufacturing  never 
really  interested  me.  When  I  finish  an 
invention,  even  before  I  finish  writing 
the  patent  application,  I'm  not  interested 
in  it  anymore.  I'm  interested  in  new 
things."  He  looks  up  defiantly.  "I'm  not 
business-oriented.  I  bate  it!  I  never  took 
an  M.B.A.— and  I  can't  stand  M.B.A.s!" 

Then  the  ferocity  melts  into  a  cheru- 
bic grin.  "If  I  had  made  too  much  money 
a  long  time  ago,  I  would  not  still  be 
working  and  turning  out  these  inven- 
tions. What  would  I  be  doing  with  my 
time?  I'd  be  like  Tommy  Manville,  chas- 
ing girls!  I'm  doing  my  best  work  now." 

If  it  took  teams  of  highly  specialized 
scientists  at  Bell  Labs  years  to  come  up 


"Big  corporations  want  you  to 
work  on  what  they  have  in 
mind.  You  come  up  with  an 
antidegravitator  machine  and 
they  say,  'We're  not  interested 
in  that.'  * 


with  the  transistor,  how  can  Bob  Lester 
working  all  by  himself  possibly  hope  to 
compete?  "To  develop  something  like 
the  transistor  you  need  teams,"  he  re- 
plies. "I  come  up  with  unorthodox  sys- 
tems  that  use  existing  technologies."  Let 
the  big  corporations  search  for  the  great 
breakthroughs  like  the  transistor,  he 
says.  Bob  Lester  will  tie  them  all  togeth- 
er into  a  new  product.  Take,  for  example, 
his  typewriter  with  no  moving  parts: 

"When  liquid  crystal  watches  came 
out  about  three  years  ago  I  was  looking  at 
one  while  waiting  for  a  copy  machine," 
Lester  recalls.  "I  said  to  myself,  'If  the 
watch  gives  me  a  black-on-white  image, 
why  shouldn't  it  image  on  the  copier?'  So 
I  laid  the  watch  face  down  on  the  copier 
and  the  numbers  imaged  just  fine.  Well, 
if  you  can  make  numbers  out  of  liquid 
crystals,  you  can  make  letters.  I  thought 
to  myself,  'Why  didn't  someone  think  to 
use  liquid  crystals  to  print  with?'  Have  a 
strip  of  them,  page  width,  with  type- 
writer-size letters  and  lay  it  on  the  copi- 
er. Have  a  keyboard.  Write  your  letter 
out  on  it.  Have  a  display  screen  that 
makes  corrections,  which  is  a  word  pro- 
cessor. Output  the  information  to  this 
strip  display  on  the  copier.  Freeze  it  by 
synchronizing  a  strobe  light  that  catches 


the  liquid  crystals  at  their  peak  of  I 
ness,  right?  And  let  the  copy  mal 
copy  it.  You've  eliminated  the  ril 
and  all  mechanical  parts  of  the  typt 
er  with  something  that  costs  hal 
price,  lasts  a  lifetime  and  uses  less  e 
than  an  electric  clock — 100,000 
less  than  an  electric  typewriter." 

What  interests  option  holders 
Minolta  and  Agfa-Gevaert  even  m 
Lester's  next  step:  His  latest  type\ 
images  without  optics.  "I  have 
eliminated  all  optics  from  the  cop- 
chine  and  achieved  direct  im< 
which  they've  been  trying  to  d 
years,  by  placing  liquid  crystals  o: 
surface,"  says  Lester.  "And  the  onhLJ 
you  can  do  that  is  to  go  within 
thousandth  of  an  inch  of  the  photo* 
tive  material  or  make  direct  contac 

Lester  is  visibly  bored  by  havii 
explain  his  typewriter.  That  was  y< 
day's  project.  Already  he  is  on  to  s 
thing  else.  "My  next  work  will  h 
bots,"  he  says.  "That's  what  I'm  i 
ested  in  right  now.  To  eliminate  i 
people,  who  annoy  me!"  He  means 
he  says.  Once  advanced  robots  are 
monplace,  Lester  says  he  would  adv 
selective  breeding  of  humans. 

Lester  insists  that  the  ingredien- 
humanoid  robots  are  already  here, 
will  be  programmed  from  a  master 
puter  in  seconds,  and  store  the  infc 
tion  in  their  new  magnetic  bubble  r 
ory,  the  volume  of  which  could  fit  t 
in  the  torso  of  a  humanoid  frame 
plastic  skin. 

The  necessary  memories,  he 
have  been  developed  by  Bell  Labs 
Texas   Instruments.   "The   robot  hi 
know  every  word  in  the  dictionaiB 
will  know  how  to  structure  any  woli 
sentences,  read  books  so  as  to  updaiin 
memory.  It  will  have  voice-pattern  pj 
ognition,  which  is  just  coming  oill 
will  have  natural  voice  response,  vvl 
is  already  out.  It  will  have  a  solid- M 
gyroscope  so  that  it  has  a  sense  of  el 
ance.  These  have  just  been  deveiopih 
Sperry  Corp.  and  Rockwell.  It  will  m 
television  camera  eyes  that  will  st 
three  dimensions,  just  like  humar 
ings — in  color.  And  it  will  pay  for  itst 
salaries  saved  in  a  couple  of  year' 
cause  it  can  work  seven  days  a  w 
doesn't  get  tired,  and  consumes  ver 
tie  power.  We  will  have  the  first  of  t 
robots  by  1985." 

That  may  be  one  year  too  latt 
George  Orwell's  19H4  predictions 
many  years  too  soon  for  labor  uni 
but  Lester  has  another  idea  now  o\  i 
tive  that  Orwell's  Big  Brother  w  I 
have  loved.  It's  called  Trakatron. 

Trakatron  would  be  great  for  a  I 
band  who  doesn't  trust  his  wife— pj 
vice  versa.  More  important,  it  has  £  d 
potential  for  security.  Yet  it  is  frigh  I 
ing  for  those  who  believe  in  pri\  I 
Lester  describes  the  system: 
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Jean  Francois  Revel  on  the     There  are  five  revolutions  that  must  take  place 

new  American  revolution         either  simultaneously  or  not  at  all:  a  political  revolution; 

asocial  revolution;  a  technological  and  scientific 
revolution;  a  revolution  in  culture,  values  and  standards; 
and  a  revolution  in  international  and  interracial  relations. 
The  United  States  is  the  only  country,  so  far  as  I  can 
see,  where  these  five  revolutions  are  simultaneously  in 
progress  and  are  organically  linked  in  such  a  way  as  to 
constitute  a  single  revolution.  In  all  other  countries, 
either  all  five  revolutions  are  missing,  which  settles 
the  problem,  or  one  or  two  or  three  of  them  are  lacking 
which  relegates  revolution  to  the  level  of  wishful  thinking. 


From  WITHOUT  MARX  OR  JESUS:  The  New  American  Revolution  by 
Jean  Francois  Revel.  Copyright  ©  1971  by  Doubleday  &  Company,  Inc. 
Published  by  Doubleday  &  Company,  Inc. 
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Great  Ideas:  one  of  a  series 


Kay  Hartlieb,  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 

'The  loss  control  techniques  we've  pioneered 
can  help  enhance  your  bottom  liner 


"Insurance  premium  rates  are 
based  on  losses,  and  both  affect 
a  client  s  bottom  line.  That's  why 
loss  control  is  so  vital  —  and  why 
it  should  be  a  key  service  offered 
by  your  broker.  We've  been  innova- 
tors in  loss  control.  We  know  how 
to  identify,  analyze  and  reduce  a 
client's  exposure  to  loss.  Whether 
it's  marine,  aviation,  manufactur- 
ing, the  hospital  industry,  in 
which  I  specialize  —  or  any  other 
business  for  that  matter  — our  ex- 
perts have  the  technical  back- 
ground to  do  the  entire  job.  And  we 
have  the  tools  to  do  the  job.  from 
sophisticated,  computerized  risk 


data  management  techniques  to 
innovative  machinery  safety  recom- 
mendations and  operator  training 
sessions.  Our  clients  view  us  as 
bottom  line  consultants.  We  look 
at  them  as  our  employers.  We  work 
together  to  help  control  losses  and 
protect  their  people,  property 
and  profits." 

Working  from  a  client's  point  of 
view  is  our  way.  In  Chicago,  where 
Kay  Hartlieb  is  based.  And  in  over 
120  cities,  here  and  overseas.  That 
means  working  as  allies,  solving 
business  problems  together.  Be- 
cause loss  control  is  an  integral  part 
of  risk  management,  we  developed 


expert  staff  early  on  to  specialize  i 
its  every  aspect,  from  inspections, 
evaluation  reports  and  compliance 
procedures  to  seminars  and  audio 
visual  aids. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and  finan 
cial  services  business.  We  have  the 
facilities,  expertise  and  strength  tc 
act  as  effective  allies.  We  work  fror 
the  client's  point  of  view,  whether 
the  corpora- 
tion is  large 
or  small. 


Alexander 
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rhis  is  an  ultrasonic  locating  system 
f  tells  you  exactly  where  a  person  is 
tout  their  conscious  involvement  or 
ity  to  circumvent  it,"  Lester  ex- 
ns.  "You  put  this  pen  on  them.  If 
\  take  it  off,  they  can't  walk  down  the 
because  alarms  will  sound  and  doors 
close.  It's  not  like  a  pager  which  you 
turn  off  and  not  answer.  As  long  as  a 
pn  is  wearing  the  'pen,'  he  is  tracked 
video  display  terminal. 
Because  of  the  Big  Brother  connota- 
L  I've  lost  seven  years  of  my  patent 
lection  already,"  Lester  complains.  "I 
nted  this  seven  years  ago."  GE  and 
I  for  instance,  expressed  interest,  but 
unions  objected. 

bwever,  Lester's  Trakatron  system 
recently  been  tested  by  the  Califor- 
Department  of  Correction  and  in- 
ed  in  a  Swedish  hospital,  where  it  is 
[  to  track  doctors. 

eveloping  products  like  that  isn't 
k  to  Bob  Lester.  The  actual  process  of 
nting  is  pure  pleasure  for  him.  What 
prk,  however,  is  all  the  things  he  has 
p  besides  inventing.  Up  to  50%  of  his 
e  is  spent  selling  ideas,  he  figures.  It 
to  begin  with  the  backers  who 
Id  supply  the  seed  money — usually 
prs  and  lawyers  he  knew  who  were 
ng  to  kick  in  $10,000  to  $20,000 
be.  Today,  however,  Lester  has  a 
lthy  Philippine  backer  named 
rge  Araneta,  so  seed  money  is  no 


longer  a  problem.  But  merchandising  the 
idea  to  a  corporate  licensee  still  is.  Lester 
briskly  ticks  off  the  steps: 

"How  strong  is  the  patent?  You  have 
to  do  an  infringement  study.  Is  it  a  basic 
patent?  When  you've  done  that  they'd 
like  to  see  the  thing  work,  look  at  a 
functioning  prototype.  Then  of  course 
the  cost  figures.  Is  it  so  far  in  advance  of 
existing  products  that  there  would  be  a 
reeducation  problem  with  their  sales- 
men? Would  it  actually  hurt  their  busi- 
ness? There  are  repercussions  you  never 
dreamed  of.  ..." 

Japan  and  Germany  are  far  more  recep- 
tive to  innovation,  Lester  feels,  and  do 
far  more  than  the  U.S.  to  encourage  it — 
especially  Japan,  "which  has  a  well-fund- 
ed government  laboratory  that  checks 
every  new  product  all  over  the  world  and 
then  assigns  a  team  of  people  to  try  to 
improve  on  it — an  excellent  idea!" 

If  the  White  House  called  Lester  to- 
morrow and  President  Carter  asked  him 
what  the  government  could  do  to  help 
inventors,  what  would  he  say? 

"First,  I'd  tell  Peanuts  Carter  that  the 
Patent  Office  should  get  off  its  ass  and 
get  a  patent  out  in  six  months.  Right 
now  there's  a  dead  period  of  almost  two 
years.  When  you  do  a  search  you  have  no 
way  of  knowing  that  something  submit- 
ted two  years  ago  that  duplicated  your 
idea  might  not  come  out  the  next  day. 
That's  really  silly.  The  Patent  Office  rec- 


ords should  be  completely  automated." 

But  Lester  doesn't  want  to  talk  about 
government  programs.  As  long  as  they 
stay  out  of  his  way,  he's  satisfied.  He'd 
rather  talk  about  new  products.  "Look  at 
that,"  he  says,  tossing  a  checker-sized 
disc  across  the  room.  "That  could  con- 
tain a  magnetic  bubble  memory  with  a 
million  bits  equal  to  the  memory  of  a 
small  child.  There's  music  in  there  with 
algorithmic  compression  and  computer- 
ized to  digital  numbers.  Digital  music  is 
perfect — there's  no  hiss  of  tapes  because 
it's  a  mathematical  description  of  music 
rather  than  an  analog  reproduction. 
Right  now  you  can  put  a  popular  song  in 
there  or  an  entire  talking  book  for  the 
blind — you  see,  a  voice  requires  far  less 
band  width  than  music.  But  as  the  bub- 
ble memories  get  denser  and  denser 
you'll  be  able  to  get  hours  and  hours  of 
music  in  there.  Now  the  disc  has  several 
ring  contacts  on  there  so  you  just  lay  it 
on  top  of  this  box  and  you  have  music.  I 
expect  a  patent  on  that  momentarily 
which  will  eliminate  all  records  and 
tapes.  RCA's  president  will  have  to  come 
to  me  hat  in  hand!  Never  had  a  patent 
this  good  before." 

Lester  doesn't  seem  to  be  getting  rich 
but  he  sure  seems  to  be  enjoying  himself. 

"I  am  enjoying  myself,"  he  laughs. 
"But  I  certainly  also  hope  to  get  rich 
from  these  new  typewriter  and  music 
disc  systems." — Geoffrey  smith 
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fester  holding  bis  latest  typewriter  prototype 

next  work  will  be  robots.  That's  what  I'm  interested  in  right  now.  To  eliminate  dumb  people,  who  annoy  met" 
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W^hen  you  push  a  few  buttons  on  a  Xerox  high- 
speed duplicator,  a  miracle  occurs. 
A  multitude  of  complicated  jobs  are  converted 
instantly  into  simple  ones. 

For  example,  you  can  get  a  Xerox  duplicator  that 
copies  on  both  sides  of  a  piece  of  paper,  automatically. 
That  reduces,  automatically.  Collates,  automatically. 
Feeds  and  cycles  up  to  200  originals,  automatically. 
And  even  makes  two-sided  8-1/2"  x  1 I"  copies  from 
unburst  computer  printouts,  automatically. 

But  of  all  the  virtues  of  simplicity,  the  greatest  is  this: 
It  increaseth  productivity. 

Since  Xerox  duplicators  are  so  easy  to  use, people 
can  spend  more  time  using  them,  and  less  time  figuring 
out  how.  Anyone  who  can  master  the  technology  of 
pushing  buttons  can  operate  one  of  our  duplicators. 

So  if  you  appreciate  the  virtues  of  simplicity,  look 
into  the  virtues  of  a  Xerox  9200  or  9400  duplicator. 

We'll  even  arrange  a  simple  demonstration  at  your 
convenience. 

Just  in  case  you  don't  accept  miracles  on  faith  alone. 

XEROX 


XliRC  )X®.  '»2m®  and  l)4m  arc  trademarks  of  XEROX 


Remember  the  term  "idle  cash"?  Wouldn't 
Hugh  Jordan  like  a  lot  of  it  right  now? 


Rich  is 
better 


Fashions  change — in  finance  as  well  as  in 
the  length  of  skirts.  Time  was  when  no 
self-respecting  treasurer  would  be  caught 
with  large  cash  balances;  it  was  a  sign  his 
company  didn't  know  what  to  do  with 
its  money  and  constituted  an  open  invi- 
tation to  a  takeover.  But  cash  is  coming 
back.  At  15%,  you  can  earn  more  with 
your  cash  than  you  can  with  many  of 
your  businesses. 
Take  Boeing  Co.,  sitting  with  $2.4  bil- 


lion in  cash.  Down  the  road  it  will  use 
that  money  to  bring  out  the  new  genera- 
tions of  aircraft  that  will  keep  it  com- 
petitive (Forbes,  Nov.  26).  Right  now  it 
can  earn  $300  million  a  year  just  by  in- 
vesting the  cash  in  T-notes. 

At  the  opposite  extreme  from  the 
cash-rich  are  the  cash-poor.  When  banks 
lend  money  at  7%,  it  almost  pays  to  be 
cash-poor;  you  can  borrow  what  you 
need  cheaply  from  the  banks  at  an  after- 
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tax  cost  of  only  about  3.5%.  But 
the  prime  is  at  15  %>%  it's  anotheil 
ter,  especially  for  companies  that  [ 
borrow  heavily  for  seasonal  purpos«| 

Some  companies  are  getting 
touchy  about  the  whole  situation.  I 
Point-Pepperell,  the  big  ($1  billion 
textile  manufacturer,  is  very  lcl 
cash— $7  million  as  of  Aug.  25,  will 
million  in  short-term  debt.  A  ForhI 
searcher  asked  West  Point's  Senioil 
President/Finance  Hugh  Jordan  whl 
the  company  was  being  hurt  byf 
short-term  interest  rates.  Jordan 
up.  Thinking  she  might  have  bee: 
connected,  our  researcher  called 
Jordan  hung  up  a  second  time.  Wei  I 
know  how  it  is  when  you've  got  i| 
plain  an  embarrassing  situation  t| 
board  of  directors. 

"Cash  is  sterile,"  the  bright  }| 
M.B.A.s  used  to  say.  No  more.  F«l 
has  combed  corporate  balance  sheeil 
selected  25  companies  that  are  espe  f 
cash-rich,  and  25  others  that  are 
poor,  ranked  on  the  basis  of  cash| 
percentage  of  current  liabilities, 
they  aie.—Beri  Weberman 


The  rich  and 

the  poor 

Total 

Total 

Cash 

Cash  & 

 Cash  as  %  of  

current 

current 

Latest 

per 

equivalents 

current 

current 

Revenues 

assets 

liabilities 

12-months 

share 

Recei 

Company 

(mil) 

assets 

liabilities 

(mil) 

(mil) 

(mil) 

EPS 

9/30/79 

prici 

Cash  Rich 

Walt  Disney 

$  355.6 

73.8% 

295.1% 

$  796.8 

$  481.9 

$  120.5 

$  3.51 

$11.01 

37 

Roadway  Express 

172.1 

67.1 

103.7 

985.2 

256.6 

166.0 

2.63 

8.76 

24% 

St  Regis 

306.6 

35.2 

99.2 

2,300.2 

870.8 

309.2 

4.82 

9.53 

27l/a 

Digital  Equipment 

389.2 

25.6 

96.6 

1,804.1 

1,522.5 

402.9 

4.37 

9.58 

63 

National  Gypsum 

96.8 

25.5 

94.3 

906.3 

379.9 

102.6 

4.77 

5.87 

18% 

Boeing 

2,411.0 

66.7 

91.7 

5,463.0 

3,616.0 

2,629.0 

7.31 

37.60 

44s/ij 

American  Home  Products 

401.2 

27.1 

84.2 

3,062.6 

1,478.5 

476.5 

2.44 

2.58 

27'/a 

Congoleum 

96.7 

36.6 

83.9 

575.8 

264.1 

115.3 

4.29 

8.21 

34Va 

American  Broadcasting 

200.5 

26.5 

83.0 

1,784.0 

755.8 

241.7 

5.71 

7.26 

39'/s 

SmithKline 

282.2 

35.1 

80.4 

1,112.0 

805.0 

351.0 

3.62 

4.65 

57Vz 

Eastman  Kodak 

1,225.0 

27.9 

73.4 

7,012.9 

4,386.5 

1,669.2 

6.43 

7.59 

49% 

Westvacn 

85.9 

26.8 

73.0 

1,139.2 

319.1 

117.0 

4.38 

5.06* 

29% 

Morton-Norwich  Products 

92.7 

26.7 

72.8 

732.0 

346  9 

127.4 

3.53 

6.88 

30 

Winn-Dixie  Stores 

172.9 

35.1 

72.6 

4,930.5 

493.0 

238.1 

3.38 

7.22 

29 

Corning  Glass  Works 

204.9 

29.8 

67.6 

1,251.7 

686.7 

303.2 

7.15 

11.56 

56% 

Norfolk  &  Western  Ry 

244.4 

45.3 

65.2 

1,097.4 

539.2 

374.9 

5.67 

7.83 

23% 

Bristol  Myers 

322.7 

24.0 

57.5 

2,450.4 

1,346.5 

561.7 

3.41 

4.93 

33  Va 

Raytheon 

727.0 

45.0 

56.6 

3,239.3 

1,614.0 

1,284.0 

5.98 

23.23 

55% 

Northwest  Airlines 

158.8 

45.6 

55.0 

790.2 

348.5 

288.8 

3.87 

7.34 

28  Vs 

American  Airlines 

503.7 

42.4 

50.8 

2,735.5 

1,186.8 

992.4 

3.01 

17.56 

9'/2 

Stokely-Van  Camp 
Intl  Business  Machines 
Monsanto 

MCA 

Norton  Simon 


33.0 
3,171.5 
460.2 
113.0 
291.7 


15.3 
31.5 
17.7 
17.3 
15.9 


49.8 
46.0 
39.7 
38.6 
37.3 


552.6 
21,076.1 
5,018.7 
1,120.6 

2,082.8 


216.0 
10,060.9 
2,606.2 
652.4 
1,833.0 


66.2 
6,895.8 
1,159.3 
292.5 
781.0 


4.08 
5.17 
10.02 
5.47 
2.59 


10.00 
5.44 

12.78 
4.84 
6.03 


24% 
62  Vi 
58% 
493/4 
14% 


•7/31/79. 


For  Cash-poor  ompanies,  see  p.  >-H. 
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No  airline  gets  you  through 
the  airport  faster  than  TWA. 


At  TWA  we're  working  hard  to  make  flying 
easier  for  you.  TWA  is  the  only  airline  with  a  fully 
automated  check-in  system  to  whisk  you  through 
the  airport,  keeping  you  out  of  lines,  and  putting 
you  into  the  type  of  seat  you  want.  We  call  this 
program  'Airport  Express"SM—  and  it's  available  at 
every  TWA  airport  location  throughout  the  U.S. 

Round-Trip  Check-In.  A  TWA  Invention. 

At  TWA,  when  you  check  in  for  your  flight,  you 
can  get  not  just  one  but  two  boarding  passes— one 
for  your  flight  out,  and  one  for  your  return  flight. 
That  way  you  can  eliminate  standing  in  a  check-in  line 
on  your  way  back.  TWA's  Round- 
Trip  Check-in  is  the  only  proven 
system  of  its  kind,  designed  to  get 
you  through  the  airport  faster. 

Connection  Check-In. 

TWA  has  eliminated  waiting  in 
line  for  connecting  flights  as  well. 
With  our  Connection  Check-In  you 
only  check  in  once,  at  the  beginning 
of  your  trip.  At  that  time  you  can 
get  your  boarding  passes  and  seat  assignments  for 


all  TWA  connecting  flights,  as  well  as  your  return 
TWA  flight. 

Advance  Seat  Selection. 

TWA's  Advance  Seat  Selection  lets  you  choose 
your  seat  when  you  choose  your  flight.  On  any 
TWA  flight  you  can  request  a  window  seat,  an  aisle 
seat,  or  even  a  group  of  seats  together. 

If  you're  going  to  be  well-traveled, 
use  the  Card  that  travels  well. 

The  American  Express®  Card  is  welcomed 
around  the  world  for  almost  every  travel  and 
entertainment  expense— airlines,  hotels,  restaurants, 
theaters,  car  rentals,  fine  stores. 

The  American  Express  Card  also  gives  you 
access  to  Travelers  Cheque  Dispensers  plus  a  "Sign 
f^T^^X^7\  ^  Fly"®extended  payment  plan. 
!        -v**-!        If  you  don't  already  have  the 
*  .w  »^>§is«>(i  |  American  Express  Card,  call 
Ujjm  «?    "I  toll-free  800-528-8000  for  an 
application  or  pick  one  up  wherever  the  Card 
is  welcomed. 

The  American  Express  Card.  Don' 
leave  home  without  it.*M 


You're  going  to  like  us 


CRANE 

® 


Total 

Total 

Cash 

Cash  &  ' 

 Cash  as  %  of  

current 

current 

Latest 

per 

equivalents 

current 

current 

Revenues 

assets 

liabilities 

lz-montns 

share 

Recti 

(mil) 

assets 

1  i  i  hi  M  fi  PC 

(mil) 

(mil) 

(mill 

EPS 

9/30/79 

pne 

Cash  Poor 

Rite  Aid 

S  4.9 

3.5% 

7.4% 

$  640.3 

$  141.1 

S  66.0 

S  2.84 

$0.47 

231 

Genuine  Parts 

9.9 

2.5 

7.3 

1,148.6 

393.1 

135.9 

2.25 

0.36 

24! 

LTV 

84.7 

A  X 

(\  0 

5,260.5 

1,951.6 

1,223.9 

3.80 

3.49 

72 

American  Brands 

on  a 

A  1 

O.  f 

1  'too  z 

o,zyo.D 

l,ooo.O 

j.UU 

Al  I 
Ol  . 

Rf»nH  i  v 

45.0 

3.2 

5.3 

3,856.4 

1,400.0 

850.0 

7.10 

2.02 

40'- 

Trane 

6.7 

2.4 

5.0 

574.5 

283.1 

132.9 

2.53 

0.66 

19 

Alco  Standard 

11.1 

2.2 

4.6 

1,541.3 

514.2 

243.4 

4.88 

1.16 

32V 

West  Point-Pepperell 

7.1 

l  a 

1  .o 

A  ^ 

1,012.6 

384.7 

157.1 

5.66 

1.55t 

295 

Zenith  Kauio 

l  n  n 

£,0 

oftn  n 

4oj.U 

•jinn 

l  ^A 

o? 

y 

A  m  far* 

9.9 

1  0 

3  7 

1,500.7 

512.6 

270.8 

4.53 

0.80 

2n 

IC  Industries 

21.9 

1.9 

3.4 

2,670.5 

1,140.6 

640.7 

5.00 

1.38 

25 

Bell  &  Howell 

4.2 

1.7 

3.3 

567.5 

243.7 

127.9 

-5.58 

0.76 

187 

Eaton 

20.5 

1  c 

0 .  1 

2,790.5 

1,367.2 

656.8 

5.52 

0.79 

26 

Certain-teed 

1  0 

")7A  ft 

1  ftfl  3 

n  ad 

Parker-Hannifin 

4.0 

i  n 

846.4 

391.0 

140.6 

3.85 

0.28 

263' 

Baxter  Travenol  Labs 

8.4 

1.2 

2.8 

1,004.2 

723.4 

299.1 

3.30 

0.25 

46 

TRW 

24.0 

1.6 

2.6 

3,787.2 

1,491.7 

911.4 

6.04 

0.83 

353^ 

Wickes 

7.3 

i  j 

i  .j 

1,910.1 

556.6 

301.6 

3.31 

0.68 

143/ 

Georgia-Pacific 

l  a  n 

1  o.U 

A  ACiT.  n 

l  l  Af^  n 

78.7  n 
f  o  f  .U 

^  i  a 
o.lo 

n  i  a 

U.  1  o 

J.4V 

Di  Giorgio 

4.0 

1.8 

897.1 

130.1 

225.3 

1.75 

0.64 

97 

Brunswick 

2.7 

0.5 

1.6 

1,126.4 

539.2 

166.1 

2.25 

0.14 

1 IV 

Wetterau 

1.6 

1.2 

1.5 

1,059.0 

131.8 

103.5 

1.76 

0.22 

12 

General  Dynamics 

9.2 

0.9 

1.2 

3,205.2 

1,047.9 

739.4 

6.51 

0.34 

46'/ 

International  Harvester 

zu.o 

0.7 

1.1 

1  1  £0  7 

1  Q71  1 
1,0  f  1 . 1 

O  6.1 

y.oo 

n  £.7* 

Of  7* 

Envirotech 

0.2 

0.1 

0.1 

551.4 

260.6 

200.7 

1.23 

0.04 

IT' 
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Would  you  trust  the  Post  Office  to  carry  out 
your  brokerage  transactions  for  you? 

Getting  it  back 


By  Harold  Seneker 


Now  that  we  know  the  stock  mar- 
ket really  can  drop  100  points  (on 
the  Dfl)  in  two  weeks,  even  inves- 
tors in  mutual  funds  have  another  hazard 
to  think  about:  getting  their  money  out 
in  timely  fashion.  Suppose  you  need  the 
money  fast  or  suppose  Volcker  an- 
nounces that  only  Indian  head  pennies 
will  be  accepted  as  legal  tender.  You  call 
up  your  mutual  fund  long-distance  first 
tbing  in  the  morning  and  tell  them  to 
cash  you  in,  right?  Wrong.  The  fund 
doesn't  know  you  personally  and  to  pro- 
tect itself  from  assorted  ingenious  frauds 
it  must  have  written  instructions  from 
you  "in  good  ord.:r ."  which  mostly 
means  accompanied  by  a  signature  guar- 
anteed by  your  bank  or  an  established 
securities  dealer.  And  unless  you're  in  a 
position  to  carry  it  personally  to  the  mu- 
tual funds  offices,  you  have  to  mail  it  in. 

Tough  luck:  The  U.S.  Post  Office,  by 
way  of  example,  recent)  y  toi     .ight  days 
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to  deliver  a  letter  from  Newark,  N.J.  to 
the  adjacent  township  of  Maplewood; 
and  the  trend  for  delivery  time  is  getting 
worse,  in  most  people's  experience. 
Tougher  still:  If  your  instructions  don't 
exactly  follow  the  sometimes  very  de- 
tailed requirements  described  in  the 
fund's  prospectus,  you  will  get  by  return 
mail  (conceivably  16  days  later)  an  invi- 
tation to  do  it  all  over  again  until  you  get 
it  right.  One  should  keep  the  prospectus, 
witb  its  instructions,  among  one's  other 
important  papers,  in  a  safe  place. 

If  you  are  lucky,  the  market  may  be 
even  higher  when  your  valid  sell  order  is 
finally  delivered.  Or  it  may  be  much  low- 
er. The  point  is:  You  don't  know.  You 
are,  in  effect,  selling  blind. 

Fortunately,  most  front-load  equity 
funds  have  other  arrangements:  sales 
agreements  with  most  stockbrokers  per- 
mitting redemptions  by  wire.  A  call  to 
your  broker,  who  does  know  you,  will  fix 
the  price  for  you  the  same  day.  The 
broker  will  probably  not  charge  a  fee  to  a 


known  face;  on  the  other  hand, 
make  sure  of  a  stranger  and  his  ovei 
may  run  $40  or  $50  per  transaction 

If  yours  is  one  of  a  "family"  of  b 
management  may  well  be  willing,  , 
preauthorization,  to  switch  you  fron 
fund,  say  the  go-go  special,  to  anc 
like  the  money  market  fund,  before 
get  written  advice. 

In  the  case  of  a  no-load  fund,  you'r 
of  luck  if  you  are  in  a  hurry.  Few,  if 
no-loads  have  such  wire  arrangemei 

And  finally,  there's  a  little  fillip  to 
with  the  newer,  less-familiar  entity 
money  market  fund.  If  you  deposit  i 
ey  in  one  directly  by  personal  chec 
prepared  to  wait  15  days  before  wr 
drafts  or  liquidating.  And  if  the  li 
expect  to  lose  several  days'  interest 
less  your  fund  allows  you  to  write  d 
and  your  bank  will  give  them  imme 
credit.  If  you  want  to  move  fast,  t 
wire  money  to  the  fund,  for  a  smal 
Not  only  can  you  withdraw  it  ah 
immediately,  but  the  fund  will  liqu: 
your  account,  if  asked,  by  wiring 
money  directly  back  to  your  bank. 

Maybe  the  no-loads,  which  other 
have  it  all  over  the  loads  as  straigh 
vestments,  ought  to  think  about  ho 
speed  up  the  pricing  on  their  red* 
tions.  After  all,  how  much  would  it  a 
cost  to  post  today's  price  on  the  b 
and  hold  the  money  pending  proper 
umentation?  But  meanwhile,  as  a 
load-fund  stockholder,  your  abilit 
cash  in  your  shares  is  circumscribed 
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1979  Mack  Trucks,  Inc. 


The  MC.the  latest  truck  design, 
specifically  built  for  intra-city  pickup 
and  delivery. 

A  new  standard  for  short-haul  service  was  set  with 
the  introduction  of  Mack's  low-profile  cabover,  the 
MC.  A  short  BBC,  set-back  front  axle,  and  integral 
power  steering  give  the  MC  exceptional  maneuver- 
ability, while  the  wide,  deep  windshield  with  large 
side  and  rear-view  mirrors  provide  excellent  all- 
around  visibility.  That  makes  the  Mack  MC  a  real 
beauty  in  the  back  streets,  and  means  less  effort 
for  the  driver  and  greater  safety  overall.  Efficient 
use  of  fuel  and  years  of  dependable  service  are  built 
into  the  MC,  and  naturally  the  800  Mack  Parts  and 
Service  Centers  stand  ready  to  meet  your  service 
needs. 

You  expect  the  leader  to  show  the  way  into  the 
'80s  and,  with  the  Mack  MC,  the  ieadership  shows. 

Mack  Trucks,  Inc.  One  of  The  Signal  Companies  ® 


A  fire  engine  that  flies. 

Thirty  stories  up,  a  fire  rages  out  of  control. 
Dozens  are  trapped  beyond  even  the  longest  ladder's 
reach.  But  not  beyond  hope. 

Because  now  there's  a  fire  engine  that  flies. 
Suspended  from  a  helicopter,  this  lifesaver  in  the 
sky  can  move  horizontally  in  any  direction, 
under  its  own  power.  It  can  dock  at  a  win- 
dow, unload  firefighters  and  equipment, 
and  carry  victims  to  safety. 

With  this  versatile  vehicle,  emer- 
gency teams  can  make  rescues  down 
narrow  ravines,  along  rugged  coastlines 
or  in  a  remote  mountain  wilderness. 

The  McDonnell  Douglas  Flying  Fire 
Engine.  An  idea  in  flight  that  could  one 
day  save  your  life. 


Ideas 


in  flight 


Satellites  that 
spring  into  space 

from  NASA's  Shuttle. 

When  NASA's  Space  Shuttle  flies  in  the  1980s,  the  hopel 
and  dreams  of  a  better  tomorrow  will  fly  with  ill 
Aboard  will  be  our  PAM  booster  rocket  carryini 
a  satellite.  In  low  earth  orbit,  the  craft  will  emergl 
from  the  Shuttle,  spin  like  a  top  for  stability,  theil 
rocket  into  high  orbit  with  its  satellite  payloacl 
Its  goal?  Exploring  space.  Opening  new  avenuel 
of  world-wide  communications,  weather  fore 
casting  and  navigation.  Even  helping  to  locat 
the  earth's  untapped  natural  resources! 


A.  plane  thats  been  flying 
for 450 years. 

)ur  DC-lOs  have  been  in  the  air  a  total  of  4,000,000  hours— more  than  450 
ears  in  all. 

Big  as  those  figures  are,  they're  no  more  impressive  than  the  number  of 
•assengers  who  have  flown  the  DC-10.  More  than  230  million.  And  every  ten 
lays  another  million  come  aboard. 

Where  do  they  fly?  To  more  places  than  any  other  wide-cabin  jetliner 
ould  take  them  — 168  cities  in  88  countries  across  six 
|  ontinents.  More  often,  more  economically  and  more 
omfortably,  too. 

For  your  next  trip,  join  the  millions  of 
atisfied  travelers  who  fly  the  DC-10. 


Pilots  wholly" 

any  where  without 
leaving  the  ground. 

^ime  was,  you  had  to  fly  to  LaGuardia  to  learn 
iow  to  land  there.  Not  any  more. 

Now  there's  VITAL  IV,  a  computerized  visual 
imulation  system  that  creates  a  precise,  full-color,  moving  image  of  what 
lilots  really  see  when  landing  or  taking  off.  Day  or  night.  Under  any 
weather  conditions.  At  hundreds  of  airports  worldwide. 

VITAL  IV  helps  train  pilots  efficiently  and  economically.  And  that 
an  help  keep  the  cost  of  flying  affordable  for  all  of  us. 


To  learn  more  about  our  ideas  in  flight,  and  how  they  work  for  you,  write  for  our 
ree  booklet,  "Surprising  But  True;'  McDonnell  Douglas,  Box  14526,  St.  Louis,  MO  63178. 

/ 


MCDONNELL.  DOUGLAS 

JOB''  LET  S  SWAP  RESUMES  SEND  YOURS  WE  LI  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER  WRITE  BOX  14526  ST  LOUIS  MO  63178 


I/Ve  unrolled  these  two  sheets  of  magazine  papi 
to  show  something  about  runaway  postal  cost: 


You're  looking  at  two  rolls  of  St.  Regis  magazine  paper 
>eing  unrolled. 

Both  rolls— our  1950-style  45  lb.  paper  on  the  left  and 
>ur  modern  30  lb.  lightweight  paper  on  the  right  — weigh  the 
ame.  But  the  modern  paper  uses  25%  less  wood  pulp.  And  ends 
tp  making  more  paper  than  the  old  style. 

We've  spent  more  than  25  years  in  the  development  of 
his  lightweight  grade. 

Why?  Because  the  resulting  sheet  of  magazine  paper  ends 
ip  being  much  lighter  in  weight.  And  the  magazine  industry 
leeds  lighter  paper  to  cope  with  rising  postal  costs. 

We  were  the  first  to  offer  paper  this  light.  And  the  first 
:ompany  to  produce  it  in  commercial  quantities.  In  fact,  it's 
ighter  than  anyone  thought  attainable  even  ten  years  ago. We've 
)een  able  to  get  a  full  50%  more  paper  per  roll  by  spreading  the 
wlp  fibers  and  the  coating  thinner  and  thinner.  It  sounds  easier 
han  it  is. 

One  of  the  biggest  problems  in  thinning  paper  is  that  you 
;an  get  show-through.  The  print  from  the  other  side  of  the 
?aper  shews  through. 

But  we  found  a  solution:  an  entirely  new  kind  of  paper 
:oating. 

Only  a  handful  of  magazines  are  now  working  with  our 
ightest  weight  paper.  But  we're  not  going  to  stop  there. 


As  one  of  the  world's  leading  publication  papermaker 
we've  invested  millions  to  produce  this  new  paper.  Because 
believe  in  the  future  of  the  magazine  business. 

All  this  reflects  the  marketing  stance  of  St.  Regis  tow; 
all  our  packaging,  paper,  lumber  and  construction  products. 
To  use  the  full  weight  of  our  technology  in  serving  our  mark 
and  in  renewing  the  forest  resource  our  products  come  from 


St.  Regis— serving  Man  and  Nature. 
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iger  still  insists  that  in  building  supermar- 
s,  bigger  is  the  only  way  to  go. 

Big  marketplace, 
big  stores 


ack  in  1946,  at  age  20,  Lyle  Ever- 
ingham   used   to   clerk   at  the 
Kroger's  in  Adrian,  Mich.,  where  a 
ler  sold  produce,  a  sister  sold  milk 
cheese  and  two  others  checked  out 
Homers.  Everingham  even  found  his 
in  a  Kroger  in  nearhy  Monroe, 
ess  we're  a  little  inbred,"  he  jokes, 
t  if  Kroger  Co.  runs  in  the  Ever- 
am  family,  Everingham  now  runs 
er  as  chairman,  CEO  and  president, 
e  his  immaculate  office  at  the  Cin- 
ati  headquarters  sits  a  man  of  53, 
salt-and  pepper  hair,  who  looks  like 
be  as  comfortable  in  a  butcher's 
n  as  in  a  three-piece  suit, 
le  question  is,  how  comfortable  can 
main  in  the  months  ahead.  He  took 
as  CEO  in  1978  from  fames  P.  Her- 
who  brought  Kroger  from  $4  billion 
i  in  the  early  1970s  to  $8  billion  last 
Ijj  But  now  the  company,  with  1,240 
f rmarkets  and  500  drugstores,  faces  a 
ssion  that  could  hit  hardest  in  one  of 
;er's  major  markets,  the  Midwest, 
it  isn't  food  the  place  to  be  in  a 
>sion?  Don't  people  have  to  eat? 
s,  but  they  can  clip  cents-off  cou- 
,  hunt  for  bargains  and  eat  $1.79-a- 
ld  hamburger  instead  of  steak.  And 
n  they  really  start  shopping,  super- 
cet  infighting  gets  fierce.  Already  the 
irtment  of  Agriculture  is  predicting 
recession  will  hurt  the  industry, 
e  combination  of  increased  competi- 
jfrom  nontraditional  food  stores  and 
lly  rising  costs,"  says  USD  A  econo- 
[  Kenneth  R.  Farrell,  "will  cause  prof- 
3  be  off  somewhat." 
Jt  Kroger,  which  edged  A&P  last  year 
fecome  the  second-largest  U.S.  food 
i,  looks  solid.  Consider  Kroger's  re- 
fer the  40  weeks  ending  Oct.  6: 
up  16.2%  from  last  year,  to  $6.8 
)n;  earnings  up  33.8%,  to  $72.9  mil- 
or  $2.66  a  share.  Analysts  put  the 
fear's  net  at  around  $112  million, 
course,  what  really  matters  in  the 
rmarket  game  is  margins;  the  rule  of 
lb  is  a  penny  per  dollar  of  sales. 


Since  1975  Kroger  has  doubled  its  mar- 
gins from  a  sickly  0.6%  to  1.1%.  And 
more  important,  it  now  sports  a  17.2% 
return  on  equity,  vs.  15.5%  for  Safeway, 
the  largest  U.S.  grocery  chain. 

Behind  those  impressive  numbers  are 
stores  as  big  as  the  Ritz,  with  aisles  so 
large  they  almost  demand  roadmaps.  Un- 
der one  roof  are  fancy  French  pastries 
baked  by  Kroger  itself,  fresh  pastrami  in 
the  delicatessen,  imported  wines  and 
high-profit  nonfood  items,  from  greeting 
cards  and  houseplants  to  panties  and  vi- 
W 


Kroner's  Chairman  fyle  Everingham 
No  diamond  rings  or  Mercedes— yet. 

tamins.  Nor  does  Kroger  think  that  store 
size  and  the  proliferation  of  nonfood 
items  has  peaked.  "I've  seen  Kroger  grow 
from  10,000-square-foot  stores  to  15,000, 
20,000,  30,000  square  feet,"  says  Ever- 
ingham, slapping  his  hand  flat  against 
his  desk  (Kroger's  biggest  today  is 
45,000).  "And  I  can  tell  you  our  next 
year's  stores  are  going  to  be  bigger  than 
last  year's  stores." 

Those  superstores  will  have  more  non- 
food items,  which  Everingham  regards  as 
Kroger's  forte:  "I  don't  see  us  getting  into 
the  diamond  ring  business  tomorrow,  or 
displaying  a  Mercedes  Benz  on  our  floor, 
but  we  are  responding  to  changing  cus- 
tomer needs.  In  cosmetics,  for  example, 
it  used  to  be  that  only  ladies  used  them. 
Now  men  and  kids  use  them,  too." 

It  won't  ward  off  recession.  Third- 


quarter  earnings  were  up  10%  from  the 
year-earlier  quarter,  the  preceding  24 
weeks  had  been  up  51%.  A&P  is  building 
150  of  the  new  discount  box  stores 
around  the  country  (Fohbks,  Oct  ..<>), 
smallish  5,000-  to  12,000-square-foot 
units  that  stock  some  800  items  vs 
Kroger's  16,000,  carry  little  fresh  produce 
or  frozen  foods  and  no  fresh  meat. 

"I'm  concerned  about  box  stores,"  ad- 
mits Everingham.  "No  doubt  about  it, 
when  box  stores  arc  introduced  in  a  mar- 
ketplace, more  competition  results."  He 
has  experimented  with  box  stores,  too, 
but  he  doubts  their  potential  now: 
"These  stores  attract  a  relatively  small 
part  of  the  marketplace.  They've  got  to 
have  low  prices,  and  low  prices  have  a 
by-product — less  quality.  Those  stores 
are  easily  copied,  so  you're  cutting  up  the 
pie  in  small  pieces  of  the  market.  Frank- 
ly, I'd  rather  ally  my  future  with  a  con- 
cept that  has  a  bigger  marketplace." 

Everingham  also  has  what  he  calls 
"shock  absorbers"  to  insulate  Kroger 
from  the  recession.  Much  of  the  com- 
pany's $155  million  in  capital  spending 
this  year  (and  $200  million  next)  is  being 
spent  in  the  Sunbelt,  especially  the  Caro- 
linas  and  Texas.  More  important,  Kroger 
is  expanding  its  manufacturing  and  pro- 
cessing beyond  the  current  dairy  prod- 
ucts, peanut  butter,  candy,  baked  goods 
and  preserves. 

"We're  not  trying  to  be  revolutionary," 
says  Everingham.  "We're  building  a  basic 
line  and  varying  it  to  satisfy  our  custom- 
ers. For  example,  a  few  years  ago  all  we 
did  was  grade  eggs.  Today  we  separate 
eggs,  sell  egg  whites,  egg  yolks,  dried  eggs 
and  provide  egg  whites  for  our  bakery  to 
make  angel  food  cake." 

Kroger  is  trying  the  same  strategy  in 
its  SupeRx  drugstores,  one  of  the  largest 
U.S.  drug  chains,  by  introducing  such 
higher-margin  products  as  prescription 
glasses.  SupeRx  had  shown  little  sales 
growth  since  1975,  and  operating  profits 
had  slumped.  But  last  year  they  recov- 
ered to  $22.6  million. 

Next  year  Kroger  will  return  to  last-in, 
first-out  (LIFO)  accounting,  which  will 
trim  earnings  by  60  cents  to  80  cents  a 
share.  Explains  Everingham,  "By  valuing 
at  last-in  prices,  we  avoid  paying  taxes 
on  profits  that  are  the  result  of  inflation 
instead  of  real  gain."  It  also  helps 
Kroger's  comparability. 

In  essence,  says  Everingham,  Kroger's 
eight-year,  $750  million  expansion  pro- 
vided the  volume  to  make  its  warehous- 
ing/processing operations  efficient. 
"Now  we're  working  every  day  on  im- 
proving the  productivity  of  the  business, 
whether  by  expanding  store  hours  or  in- 
troducing scanning  systems  or  running 
the  spigot  of  our  peanut  butter  factory 
more  hours  a  day.  What's  significant  is 
that  what  we've  accomplished  is  a  sound 
and  solid  foundation  that  isn't  going  to 
crumble."  ■ 
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The piped-in  music  is  mariachi  and  the  cafete- 
rias serve  refried  beans,  but  these  are  mostly 
U.S.-owned factories  turning  out  U.S.  goods. 


The  maquila 
boom 


By  Anthony  Spaeth 


THERE'S  A  STORY  GOING  AROUNl 
Mexican  border  towns.  The 
ager  of  an  American  ass« 
plant  gathers  his  Mexican  wo 
mostly  women,  around  him.  "I'm 
jam,"  he  says.  "The  young  Chines* 
in  our  Taiwan  plant  have  assei 
these  circuit  boards  improperly, 
studies  their  faces  and  implores  I 
"On  top  of  your  regular  workloac 
you  girls  fix  those  circuit  boards- 
you  top  the  Chinese  girls?"  With  nc 
tation,  the  workers  rally  to  the  ca 
they  work  overtime  and  straighte 
the  botched  shipment.  The  story  rr 
apocryphal  but  it's  close  to  the  trut 
Tijuana  as  the  new  Taipei?  It  sn 
unlikely:  Taipei  is  justly  famous  I 
day-and-night  industriousness,  whi 
juana — and  the  other  small  towns 
the  border — are  better  known  for 
time  siestas  and  tequila  excessi 
night.  But  those  towns  are  now  b 
ing,  thanks  to  almost  600  foreign-o 
plants  called  mcujuilas  or  maquila 
(literally,  subcontractors). 

These  plants  are  a  real  boon  to  Me 
They  provide  jobs  for  1 10,000  Mexfch^ 
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A  Mexican  maquila  work 


electronic  machinery 


Giving  the  Chinese,  Korean  atd.  Uitin  American  workers  a  runjbr  their  money 
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who  would  not  otherwise  have  jo 
wages  that  are  fairly  good  by  Me 
standards — about  $50  for  a  48 
week.  The  plants  help  keep  U.S.  n 
facturers  competitive  in  internal 
markets  and  help  Mexicans  avoit 
necessity  of  having  to  sneak  acros 
border  to  find  work.  "Our  Me: 
workers  are  approaching  the  prodi 
ity  of  our  workers  in  Taiwan  and 
Kong,"  says  Ron  Tosta,  who  ma 
two  electronics  assembly  plants  em 
ing  1,600  workers  for  Ampex  Col 
Juarez.  "The  people  in  Mexico  al 
darned  eager  to  work  and  get  aheao 
now  consider  it  one  of  the  major  p 
in  our  operation."  Ampex  isn't 
major  U.S.  companies  like  GE, 
Westinghouse  and  Chrysler  have  p 
along  the  border,  and  the  Japanese  ( 
sushita,  Sony)  and  Europeans  are  fo 
ing  in  their  footsteps. 

All  of  this  sounds  fine  to  Mei 
leaders.  In  the  country's  interioi 
towns  like  Monterrey  (Forres,  Oct\ 
the  government  is  spending  oil  mon 
build  industry,  trying  to  pull  the  coi 
up  by  its  bootstraps.  Along  the  bor< 
has  taken  a  different  tack:  Let  tht 
eigners  do  some  of  the  pulling.  Fo 
money  builds  the  maquilas,  supplie 
machinery  and  pays  the  salaries.  Ju 
important,  the  maquilas  are  impo 
skills  and  building  an  industrial  ba 
an  area — and  a  country — that  1 
needs  both. 

Until  the  mid-Sixties  American 
panies  saw  nothing  attractive  in) 
dusty  border  towns.  There  was  a  1| 
Mexican  immigration  and  custom? 
tape,  and  the  duties  on  importedl 
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ex  workers  assemble  video  equipment  in 
uaUfyJbr  low  tariffs,  the  components 


Juarez;  leather  coats  are  sewed  in  Tijuana 

must  come  from  the  U.S.  and  the  output  go  back  to  it. 


lery  and  raw  materials  were  high.  But 
:n  the  U.S.  canceled  the  Bracero  pro- 
n  in  1964,  which  allowed  Mexican 
Ikers  into  U.S.  fields  on  a  seasonal 
,s,  the  northern  border  towns  were 
mped  with  jobless  laborers  huddling 
hanties.  The  towns,  together  with 
|  central  government,  began  to  stir 
inselves  to  attract  industry. 
I  1965  Mexico  dropped  the  duties  on 
pinery  and  materials.  It  also  loos- 
n  up  the  tough  immigration  proce- 
ss and  decentralized  customs  admin- 
ption  from  Mexico  City — all  to  en- 
rage the  maquila  program, 
i  Juarez,  a  city  of  850,000  just  min- 
j  from  El  Paso,  Tex.,  inexperienced 
jl  businessmen  struggled  to  build  an 
Ikely  industrial  park  in  a  cotton  field; 
|y  it  employs  20,000  maquila  work- 
k  In  Mexicali,  Nogales  and  Mata- 
jos,  large  and  small  maquilas  sprang 
Today,  in  Tijuana  one  can  tour  a 
ht,  high-ceilinged  factory  filled  with 
rich  smell  of  New  Zealand  leather, 
le  smiling  workers  cut  and  sew  leath- 
pats  at  a  deliberate  pace.  Down  the 
P  is  a  garage  packed  with  20  girls, 
tically  sewing  for  a  fly-by-night  busi- 


nessman who  hopes  to  make  a  small 
killing  on  the  latest  stateside  fashion. 

All  of  the  maquilas  take  advantage  of 
two  U.S.  tariff  regulations:  If  the  compo- 
nents are  American  and  the  product  re- 
turns to  the  U.S.,  duty  is  paid  only  on  the 
value  added  by  foreign  assembly. 

Wages?  They  are  not  as  cheap  as  they 
are  in  the  Far  East  or  Central  America. 
Textile  manufacturers  that  farm  out 
work  in  Tijuana  pay  around  $1.04  an 
hour  for  sewing;  the  same  work  can  be 
done  in  Taiwan  for  almost  one-third  less, 
and  most  Asians  work  much  longer  than 
the  48-hour  work  week  common  in 
Mexico.  But  in  most  cases  the  proximity 
to  the  U.S.  market  makes  up  for  the 
higher  wages.  For  a  garmentmaker  it  can 
mean  quick  turnaround  times  to  cash  in 
on  fast-breaking  fashions.  Certron  Corp., 
headquartered  in  Anaheim,  Calif.,  has  a 
maquila  in  Mexicali  that  pays  670  em- 
ployees $1.36  an  hour  to  snap  spools  of 
audiotape  into  plastic  cassettes.  Korean 
workers  could  beat  that  price  by  nearly 
half;  but  Certron  couldn't  jet  its  manag- 
ers once  a  week  to  check  on  a  Korean 
plant.  When  American  managers  are 
needed  at  a  maquila  plant  every  day,  they 


can  live  30  minutes  across  the  border  in 
American  towns,  with  their  kids  in 
American  schools,  as  about  350  Ameri- 
can managers  of  Juarez  plants  do. 

Predictably,  none  of  this  makes 
American  unions  happy,  and  they  have 
lobbied  Congress  to  change  the  customs 
laws.  "They  deprive  American  workers 
of  jobs,"  grumbles  one  textile  union 
spokesman.  Senator  Barry  Goldwater 
ridicules  that  argument:  "I  rather  think 
that  jobs  are  being  forced  into  Mexico," 
Goldwater  growls  from  Capitol  Hill. 
"Manufacturers  can't  afford  to  pay  union 
scale  anymore;  they  either  go  out  of  busi- 
ness or  go  into  business  in  partnership 
with  the  Mexicans,  which  is  what  is 
really  going  on." 

Maquila  supporters  have  a  point  when 
they  say  they  are  saving  American  jobs 
by  providing  U.S.  companies  with  a 
competitive  edge.  "The  Mexican  worker 
has  never  been  a  competitor  to  the 
American  worker,"  insists  former  Mayor 
Aureliano  Gonzalez  Vargas  from  his  tidy 
law  office  in  Juarez.  "He  is  competing 
with  the  Southeast  Asian."  Gonzalez 
Vargas  cites  El  Paso:  In  little  over  a  de- 
cade the  number  of  manufacturing  jobs 


mg-machine  operator  in  a  tiny  maquila  in  Tijuana;  Juarez'  huge  department  store  is  called,  appropriately,  Coloso 
exicali,  most  of  the  maquila  worker's  salary  is  spent  in  the  UJS.;  not  so  in  Juarez.  
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Neu>  housing  in  Mexicali  is  erected  across  from  the  U.S.  border.  At  right  is  the  border  gate  into  Tijuana 
Maquilas  cant  stop  illegal  immigration,  but  now  there  are  1 10,000  Mexicans  who  don't  jump  the  border. 


in  El  Paso  nearly  doubled,  according  to  a 
study  put  out  by  the  town's  chamber  of 
commerce.  These  jobs,  in  tool  shops  and 
distribution  centers,  provide  a  support 
industry  for  the  border  plants,  and  El 
Paso's  growth  can  be  directly  linked  to 
the  success  of  the  maquilas  across  the 
border,  the  study  says. 

Furthermore,  much  of  the  salaries  paid 
to  maquila  workers  flows  right  back 
across  the  border,  into  the  U.S.  The 
Mexican  city  of  Mexicali  (pop.:  700,000), 
for  example,  has  73  maquilas  employing 
9,500.  These  workers  spend  65%  of  their 
salaries  across  the  border  in  tiny  Calex- 
ico,  Calif.  That  may  be  changing:  Juarez 
points  to  itself  as  the  wave  of  the  future. 
With  several  brand  new  shopping  malls, 
Juarez  has  become  nearly  identical  to  El 
Paso — from  a  consumer's  point  of  view. 
"In  the  beginning  every  dollar  went  back 
to  the  U.S.,"  says  ex-Mayor  Gonzalez 
Vargas.  "Now  only  11%  returns." 

Unfortunately,  the  maquilas  are  vul- 
nerable to  recession.  In  1974,  55  maqui- 
las were  shut  down,  laying  off  26,000 
workers.  However,  these  were  mostly 
the  smaller  plants.  "In  a  recession,  it's 
the  small  'job  shop'  contracts  that  are 


canceled,"  says  Robert  Head  of  the  El 
Paso  Industrial  Development  Corp.  "In 
Juarez,  big  companies  couldn't  cancel 
contracts;  they  have  money  tied  up  in 
bricks  and  mortar."  The  companies  in 
Juarez'  biggest  industrial  park  did  lay  off 
3,000  workers  in  1974,  but  the  park  itself 
actually  gained  a  tenant. 

Some  critics  claim  the  Mexicans  are 
doing  donkey  work,  like  making  tassels. 
But  this  argument  ignores  the  fact  that 
most  of  these  workers  are  making  the 
difficult  transition  from  subsistence  agri- 
culture to  modern  industry,  from  the 
18th  century  to  the  20th.  "When  you 
have  no  industrial  base,"  says  the  Uni- 
versity of  Texas'  Dr.  Everett  G.  Dillman, 
"and  people  who  aren't  even  used  to 
coming  in  on  time,  you  don't  start  by 
making  them  eye  surgeons."  Gonzalez 
Vargas  takes  up  the  same  theme:  "It's 
telling  the  workers  that  work  is  good, 
that  you  do  it  on  time,  that  you  do  it 
right  the  first  time." 

Some  factories  have  been  upgrading 
the  skills  they  import.  In  1971  Ampex 
employed  350  workers  to  assemble  sim- 
ple tape  cassettes;  it  now  employs  1,600 
Mexicans  in  two  plants  and  recruits  en- 


gineering students  from  local  unl 
ties  and  trade  schools.  Maquilasl 
also  spawned  some  native  entrepnf 
ship.  In  Tijuana,  Lucia  Rojas  de 
left  her  job  in  a  sewing  maquila  t| 
some  machines  (on  credit  from  th«| 
and  set  up  her  own  shop.  She  now 
employees  and  produces  most  <| 
clothes  for  local  stores.  She  aspires  f 
back  into  the  maquila  business! 
time  as  a  boss.  "The  only  way  to  [ 
money  is  to  get  the  contract  dil 
from  L.A.,"  she  says  in  her  crampe| 
tory.  "We're  working  up  to  that." 

Down  the  road  from  Juarez'  indil 
park,  where  women  patiently  assi 
video  recorders  and  wire  harnesses] 
of  Mexicans  crouch  with  equal  patl 
waiting  for  the  border  patrolman  tj 
a  cigarette  break  so  they  can  dash  il 
Paso.  Isn't  this  a  sign  that  the  m;| 
program  is  failing  in  its  objective  oil 
ing  Mexicans  to  make  a  living  at  \\ 
Rather,  it  shows  how  overwhelrrl 
problem  our  Mexican  neighbors  fal 
dealing  with  unemployment  and  hi 
and  backwardness.  The  maq| 
1 10,000  jobs  are  only  a  cupful  in  a 
et,  but  every  cup  helps.  ■ 


1*1  r>t  ^ 
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Signs  of  the  times:  Bulldozer*  build  one  of  Tijuana's  streets,  while  a  workman  surveys  new  maquila  construction  in  Juarez 
Maquilas  bring  money  into  both  the  Mexican  and  the  U.S.  border  towns. 


104 


FORBES,  DECEMBER  10 


E 

ji  it 

m 

His  banker  must  be  the  same. 
:  I  Hi  SI 


1 


82 


■ 


Michael  Brown,  Finance  Director,  The  Thomson  Organisation 


Is  Finance  Director  of  The  Thomson 
Organisation,  Michael  Brown  must 
nanage  the  financial  resources  and 
- •  e I p  assure  the  profitability  of  a  large 
ind  rapidly  growing  British  company 
.  j/ith  interests  in  publishing,  travel 
,  ind  petroleum. 

Thomson  publishes  The  London 
llimes,  regional  newspapers,  books, 
■Ind  magazines.  The  company  owns 
[jhomson  Travel  and  its  subsidiary 
llritannia  Airways,  and  through  an 
'fssociation  with  the  Occidental 
iJjonsortium,  is  involved  in  the 
development  of  oil  fields  in  the 
fjiorth  Sea. 

So  Michael  Brown  must  have  in- 


David  A.  Moring,  Vice  President,  Chemical  Bank. 
Photographed  at  The  Thomson  Organisation,  London. 

Britannia  Airways  lease  a  Boeing 
737-200  in  minimum  time. 

According  to  Brown,  Moring  and 
his  team  get  things  done  because 
they  don't  have  to  go  back  to  the  head 
office  for  approval  on  every  decision. 

Obviously,  Michael  Brown  works 
with  other  international  banks.  But 
David  Moring's  understanding  and  the 
bank's  flexibility  are  two  important 
reasons  his  company's  relationship 
with  Chemical  Bank  continues  to 
grow.  That's  what  usually  happens 
when  corporate  officers  get  together 
with  Chemical  bankers.  And  what  re- 
sults is  bottom  line  benefits  for  both 
the  company  and  the  bank. 

ChemicalBaink 

Member  FDIC 

Main  Office  20  Pine  Street,  New  York.  N  Y  10005  Our  Worldwide  Network  Abidjan,  Bahrain.  Bangkok.  Beirut.  Birmingham.  Bogota.  Brussels.  Buenos  Aires, 
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depth  financial  knowledge  not  only 
about  Thomson's  products,  but  about 
the  countries  in  which  Thomson 
operates.  His  Chemical  banket, 
David  Moring,  must  have  the  same. 

Working  closely  with  Brown, 
Moring  and  his  team  of  Chemical 
bankers  have  provided  Thomson's 
publishing  interests  with  multi- 
purpose, multi-duration  credit 
facilities  in  six  local  currencies  when 
required.  In  a  half-hour  meeting,  they 
thrashed  out  agreement  in  principle 
on  a  medium-term  loan  for  North  Sea 
oil  development.  Through  Chemco 
International  Leasing,  a  Chemical  Bank 
subsidiary,  they  helped  Thomson's 


Before  long,  lovers  of  macadamia  nuts 
will  have  more  to  love. 


Thanks  to  the  green  thumb 
of  Ill's  C.  Brewer  and  Company. 


If  you've  ever  tasted  macadamia  nuts  at  a 
party  or  on  an  airplane,  you  know  they're  delicious - 
ly  distinctive.  And  although  macadamias  cost  more 
than  other  nuts,  nut  lovers  are  consuming  them 
faster  than  Hawaiian  orchards  can  grow  them. 

C.  Brewer  and  Company,  the  world's  largest 
producer  and  marketer  of  macadamias,  will  more 
than  double  the  size  of  its  orchards  during  the 
next  five  years.  Planting  88  trees  per  acre,  Brewer 
will  add  another  5,000  acres  to  the  4,000  acres 
already  devoted  to  macadamias. 

To  people  everywhere,  the  crisp  and  deli- 
cately sweet  flavor  of  macadamias  makes 
them  a  welcome  treat.  And  if  you  haven't 
tasted  these  exotic  nuts,  we  invite  you  to 
try  Brewer  s  Mauna  Loa®  brand. 

Macadamia  nuts  are  just  one  of  the 
diversified  businesses  of  C.  Brewer,  an 


agribusiness  company  whose  products  include 
sugar,  spices,  molasses,  guava,  rice,  prawns  and 
fertilizers. 

C.  Brewer  is  another  important  part  of  IU 
International,  a  company  with  worldwide  interests 
in  transportation,  utilities,  industrial  products  and 
services,  distribution  and  agribusiness  that  add  up 
to  more  than  $2.5  billion  in  annual  revenues. 

For  further  information  about  macadamia 
nuts,  write  Dennis  A.  Balint,  Vice  President- 
Marketing,  Mauna  Loa  Macadamia  Nuts,  875 
Johnson  Ferry  Road,  N.E.,  Atlanta,  GA  30342.  Or 
write  John  W.  A.  Buyers,  President  of 
C.  Brewer  and  Company,  827  Fort  Street, 
Honolulu,  HI  96805. 

To  learn  more  about  IU,  write 
Corporate  Affairs,  IU  International, 
1500  Walnut  Street,  Philadelphia,  PA  19102. 
International 


e  world  is  becoming  increasingly  aware  that  socialism  and  the 
4fare  state  lead  almost  inevitably  to  a  loss  of  freedom.  But  why?  In 
5  brilliant  essay,  Nobel  laureate  Friedrich  A.  Hayek  explains  that 
zial  engineering  is  both  futile  and  dangerous. 


The  errors 
of  constructivism 


e  an  area  of  human  endeavor  and  there  is  likely  to  be 
>ary  joke  available  to  ease  the  pain  of  plans  gone 
ling— "They  told  me  that  if  I  voted  for  Goldwater  we'd 
||n  a  land  war  in  Asia  within  six  months.  Well,  I 
led  for  Goldwater  and,  sure  enough,  six  months 
Mr.  .  .  ."  A  shah  falls,  interest  rates  soar,  the 
ftjladelphia  Eagles  defeat  the  Dallas  Cowboys. 
II  "unexpected"  is  the  predictable  stuff  of  jour - 
Usm  and  of  pillow  talk. 

In  argument  against  making  plans?  A  case 
Jinst  the  usefulness  of  thought  and  action? 
II  at  all.  An  argument  for  humility,  and  a  de- 
lit  respect  for  complexity  and  for  the  values 
wrae  past  in  human  affairs.  A  case  for  caution, 
lit  because  a  journey  from  A  to  B  is  possible, 
Sjfe  passage  from  B  to  C  is  not  necessarily  a 
Ifeh.  TO  believe  otherwise  is  to  fall  for  what 
||  philosopher  has  called  "the  fallacy  of  the 
If  step." 

*'ie  economist  Friedrich  A.  Hayek,  who 
I  the  Nobel  Prize  in  1974  for  his  lifetime 

ntellectual  labor,  has  a  name  for  people 
I  lack  a  proper  portion  of  humility  and 
liect.  He  calls  them  "constructivists." 

iucts  of  a  line  of  thought  older  than 

cartes  ("I  think,  therefore  I  am"),  con- 

ctivists  are  confident  not  only  that 

i  is  the  measure  of  all  things,  but  that 

is  smart  enough  to  choose  his  own 
lire  and  knows  enough  to  achieve  it.  By 

e,  of  course,  if  necessary.  Hitler  was 
isnstructivist;  he  thought  mankind 

id  be  made  over  in  his  own  twisted 

ge.  So  was  Stalin.  So  was  the 

h  of  Iran,  who  paid  the  price  for 

•ring  human  and  historical  val- 


ues in  his  arrogant  haste  to  remake  Iran.  Perhaps  the 
worst  of  the  crop  are  today's  young  terrorists  who  kill  and 
maim  with  the  goal  of  destroying  existing  society  and 
replacing  it  with  some  imagined  Utopia  with  a  new 
set  of  laws.  In  a  body  of  work  built  over  half  a 
century,  Hayek,  now  79,  has  been  arguing  that  it  is 
not  laws  that  are  decisive  but  "values,"  the  very 
values  that  fascists  and  socialists  and  revolutionar- 
ies want  to  throw  into  the  scrap  heap. 
When  Hayek  speaks  of  values,  he  means  rules  of 
behavior  so  widely  shared  and  deeply  understood  that 
they  are  all  but  invisible  to  the  people  whose  actions 
are  affected  by  them.  They  are  rules  developed  and 
defined  not  by  legislatures  or  tyrants  but  by  human 
behavior.  By  rational  policy,  legislators  and  tyrants 
alike  seek  to  override  these  values  time  after  time, 
only  to  be  undone  by  them — as  Hitler  was,  as  Stalin 
has  been,  rejected  by  posterity. 

Hayek's  ideas  on  the  limits  of  law  and  the  persis- 
tence of  rules  have  implications  for  everyone,  not 
least  for  political  leaders  and  their  brain  trusts. 
Name  a  brutal  act  of  the  20th  century  and 
chances  are  good  that  rational  policy  was  being 
pursued  with  a  defensible  objective  (at  least  de- 
fensible by  some)  in  view. 

Hayek  is  nobody's  idea  of  a  dazzling  prose 
stylist.  He  makes  his  case  against  "constructiv- 
ists" with  the  caution  of  a  scholar.  But  his  ideas 
are  crucial  to  ah  understanding  of  the  most 
important  political  and  economic  dilemmas  of 
our  time.  General  impressions  to  the  con- 
trary, he  is  no  "conservative,"  although 
his  ideas  are  seminal  to  the  conservative 
revival  that  is  currently  taking  place 
among  intellectuals  throughout  the 
world. — The  editors  of  Forbes 
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Being  an  innocent  bystander  didn 't  stop 
the  Douc  Langur  from  paying  the  price  of  war. 

Are  you  as  vulnerable  to  violent  change? 

The  war  in  Vietnam  brought  swift  and  harsh  changes  to  the 
environment  of  the  Douc  Langur.  Chemical  defoliation  and 
hungry  soldiers  seriously  hurt  this  species'  battle  to  survive. 

The  industrial  environment  is  no  less  vulnerable  to  sudden  and 
disruptive  change.  To  protect  yourself  against  risks  created  by 
factors  beyond  your  influence,  you  should  adopt  a  flexible  system 
of  loss  control.  And  that's  where  Allendale  can  help. 
Allendale  Mutual  Insurance  Company,  Allendale  Park, 
Johnston,  Rhode  Island,  02919. 


Allendale  Insurance 


By  Friedrich  A.  Hayek 


T  seemed  to  me  necessary  to  introduce  the 
term  "constructivism"  as  a  specific  name  for 
a  manner  of  thinking  that  in  the  past  has 
n,  but  misleadingly,  been  described  as  "ratio- 
sm."  The  basic  conception  of  this  constructiv- 
can  perhaps  be  expressed  in  the  simplest  man- 
by  an  innocent  sounding  formula:  Since  man 
himself  created  the  institutions  of  society  and 
lization,  he  must  also  be  able  to  alter  them  at 
.  It  is  almost  50  years  since  I  first  heard  and  was 
tly  impressed  by  this  formula, 
t  first  the  current  phrase  that  man  "created"  his 
lization  and  its  institutions  may  appear  rather 
nless  and  commonplace.  But  as  soon  as  it  is 
nded,  as  is  frequently  done,  to  mean  that  man  was 

to  do  this  because  he  was  endowed  with 
on,  the  implications  became  questionable 
1  did  not  possess  reason  before  civilization, 
is  significant  that  this  is  a  mistake  we 
illy  commit  only  with  regard  to  the  phe- 
tena  of  our  own  civilization.  If  the  eth- 
>gist  or  social  anthropologist  attempts 
i Understand  other  cultures,  he  has  no  doubt 
their  members  frequently  have  no  idea 
>  the  reason  for  observing  particular  rules, 
vhat  depends  on  it.  Yet  most  modern 
il  theorists  are  rarely  willing  to  admit 
the  same  thing  applies  also  to  our  own 
ization.  We  too  frequently  do  not  know 
t  benefits  we  derive  from  the  usages  of 
society;  and  such  social  theorists  regard 
merely  as  a  regrettable  deficiency  which 
it  to  be  removed  as  soon  as  possible. 
>u  will  probably  most  clearly  see  what  I 
n  by  "constructivism"  if  I  quote  a  char- 
;  ristic  statement  of  a  well-known  Swed- 
sociologist:  "The  most  important  goal 
sociology  has  set  itself,"  he  wrote,  "is  to 
ict  the  future  development  and  to  shape 
future,  or,  if  one  prefers  to  express  it  in 
manner,  to  create  the  future  of  man- 
."  If  a  science  makes  such  claims,  this 
ently  implies  the  assertion  that  the 
le  of  human  civilization,  and  all  we  have 
r  achieved,  could  only  have  been  built  as 
rposive  rational  construction, 
must  suffice  for  the  moment  to  show 
this  constructivistic  interpretation  of 
il  formations  is  by  no  means  merely 
ifiless  philosophical  speculation,  but  an 
'tion  of  fact  from  which  conclusions  are 
'ed  concerning  the  opportunities  for  po- 
ll action.  The  factually  erroneous  asser- 
from  which  the  constructivists  de- 
such  far-reaching  consequences  and 
ands,  appears  to  me  to  be  that  the 
Jplex  order  of  our  modern  society  is 
tsively  due  to  the  circumstance  that 
have  been  guided  in  their  actions  by 
light — an  insight  into  the  connec- 
1  between  cause  and  effect — or  at  least 
j  it  could  have  arisen  through  design. 
1 1 1  want  to  show  is  that  men  are  in  their 
I  uct  never  guided  exclusively  by  their  under 
ping  of  the  causal  connections  between  particular 
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known  means  and  certain  desired  ends, 
but  always  also  by  rules  of  conduct  of 
which  they  are  rarely  aware,  which  they 
certainly  have  not  consciously  invented, 
and  that  to  discern  the  function  and  sig- 
nificance of  this  is  a  difficult  and  only 
partially  achieved  task  of  scientific  ef- 
fort. Expressing  this  differently — it 
means  that  the  success  of  rational  striv- 
ing is  largely  due  to  the  observance  of 
values,  whose  role  in  our  society  ought  to 
be  carefully  distinguished  from  that  of 
deliberately  pursued  goals. 

I  can  only  briefly  mention  the  further 
fact  that  success  of  the  individual  in  the 
achievement  of  his  immediate  aims  de- 
pends, not  only  on  his  conscious  insight 
into  causal  connections,  but  also  in  a  high 
degree  on  his  ability  to  act  according  to 
rules,  which  he  may  be  unable  to  express 
in  words,  but  which  we  can  only  describe 
by  formulating  rules.  All  our  skills,  from 
the  command  of  language  to  the  mastery 
of  handicrafts  or  games — actions  which 
we  "know  how"  to  perform  without  be- 
ing able  to  state  how  we  do  it — are  in- 
stances of  this. 

The  rules  we  are  discussing  are  those 
that  are  not  so  much  useful  to  the  individ- 
uals who  observe  them,  as  those  that  (if 
they  are  generally  observed)  make  all  the 
members  of  the  group  more  effective,  be- 
cause they  give  them  opportunities  to  act 
within  a  social  order.  These  rules  are  also 
mostly  not  the  result  of  a  deliberate  choice 
of  means  for  specific  purposes,  but  of  a 
process  of  selection,  in  the  course  of  which 
groups  that  achieved  a  more  efficient  order 
displaced  (or  were  imitated  by)  others,  often 
without  knowing  to  what  their  superiority 
was  due.  This  social  group  of  rules  includes 
the  rules  of  law,  of  morals,  of  custom  and  so 
on — in  fact,  all  the  values  which  govern  a  soci- 
ety. The  term  "value"  is  in  fact  a  little  mislead- 
ing, because  we  tend  to  interpret  it  as  referring 
to  particular  aims  of  individual  action,  while  in 
the  fields  to  which  I  am  referring  they  consist 
mostly  of  rules  which  do  not  tell  us  positively 
what  to  do,  but  in  most  instances  merely  what 
we  ought  not  to  do. 

Those  taboos  of  society  which  are  not  found- 
ed on  any  rational  -justification  have  been  the 
favorite  subject  of  derision  by  the  constructiv- 
ists, who  wish  to  see  them  banned  from  any 
rationally  designed  order  of  society.  Among 
the  taboos  they  have  largely  succeeded  in 
destroying  are  respect  for  private  property 
and  for  the  keeping  of  private  contracts, 
with  the  result  that  some  people  doubt  if 
respect  for  these  taboos  can  ever  again  be 
restored. 

For  all  organisms,  however,  it  is  often 
more  important  to  know  what  they  must 
not  do,  if  they  are  to  avoid  danger,  than  to 
know  what  they  must  do  in  order  to  achieve 
particular  ends.  The  former  kind  of  knowledge 
is  usually  not  a  knowledge  of  the  consequences 
which  the  prohibited  kind  of  conduct  would  produce,  but  a 
knowledge  that  in  certain  conditions  certain  types  of  conduct 
are  to  be  avoided. 

In  this  sense  man  is  not  only  a  purpose-seeking  but  also  a 
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rule-followmg  animal.  We  must  be  quite  clear  about  the  mean- 
ing attached  in  this  connection  to  the.  word  "rule."  Those 
chiefly  negative  (or  prohibitory)  rules  of  conduct  which  make 
possible  the  formation  of  social  order  are  of  three  different 
kinds,  which  I  now  spell  out:  (1)  rules  that  are  merely  observed 
in  fact  but  have  never  been  stated  in  words;  if  we  speak  of  the 
"sense  of  justice"  or  "the  feeling  for  language"  we  refer  to  such 
rules  which  we  are  able  to  apply,  but  do  not  know  explicitly;  (2) 
rules  that,  though  they  have  been  stated  in  words,  still  merely 
express  approximately  what  has  long  before  been  generally 
observed  in  action;  and  (3)  rules  that  have  been  deliberately 
introduced  and  therefore  necessarily  exist  as  words  set  out  in 
sentences. 

Constructivists  would  like  to  reject  the  first  and  second 
groups  of  rules,  and  to  accept  as  valid  only  the  third  group  I 
have  mentioned. 

^X^hat  then  is  the  origin  of  those  rules  that  most  people  follow 
but  few  if  anyone  can  state  in  words?  Long  before  Charles 
Darwin  the  theorists  of  society,  and  par- 
ticularly those  of  language,  had  given  the 
answer  that  in  the  process  of  cultural 
transmission,  in  which  modes  of  con- 
duct are  passed  on  from  generation  to 
generation,  a  process  of  selection  takes 
place,  in  which  those  modes  of  conduct 
prevail  which  lead  to  the  formation  of  a 
more  efficient  order  for  the  whole  group, 
because  such  groups  will  prevail  over 
others. 

The  order  of  society  therefore  must  be 
defined  as  a  condition  in  which  individ- 
uals are  able,  on  the  basis  of  their  own  respective  peculiar 
knowledge,  to  form  expectations  concerning  the  conduct  of 
others,  which  are  proved  correct  by  making  possible  a  success- 
ful mutual  adjustment  of  the  actions  of  these  individuals.  If 
every  person  perceiving  another  were  either  to  try  to  kill  him 
or  to  run  away,  this  would  certainly  also  constitute  a  regularity 
of  individual  conduct,  but  not  one  that  led  to  the  formation  of 
ordered  groups.  Quite  clearly,  certain  combinations  of  such 
rules  of  individual  conduct  may  produce  a  superior  kind  of 
order,  which  will  enable  some  groups  to  expand  at  the  expense 
of  others. 

This  effect  does  not  presuppose  that  the  members  of  the 
group  know  to  which  rules  of  conduct  the  group  owes  its 
superiority,  but  merely  that  it  will  accept  only  those  individ- 
uals as  members  who  observe  the  rules  traditionally  accepted 
by  it.  There  will  always  be  an  amount  of  experience  of  individ- 
uals precipitated  in  such  rules,  which  its  living  members  do 
not  know,  but  which  nevertheless  helps  them  more  effectively 
to  pursue  their  ends. 

This  sort  of  "knowledge  of  the  world"  that  is  passed  on  from 
generation  to  generation  will  thus  consist  in  a  great  measure 
not  of  knowledge  of  cause  and  effect,  but  of  rules  of  conduct 
adapted  to  the  environment  and  acting  like  information  about 
the  environment  although  they  do  not  say  anything  about  it. 
Like  scientific  theories,  they  are  preserved  by  proving  them- 
selves useful,  but,  in  contrast  to  scientific  theories,  by  a  proof 
which  no  one  needs  to  know,  because  the  proof  manifests 
itself  in  the  resilience  and  progressive  expansion  of  the  order  of 
society  which  it  makes  possible.  This  is  the  true  content  of  the 
much  derided  idea  of  the  "wisdom  of  our  ancestors"  embodied 
in  inherited  institutions,  which  plays  such  an  important  role 
in  conservative  thought,  but  appears  to  the  constructivist  to  be 
an  empty  phrase  signifying  nothing. 

Among  the  many  interesting  interrelations  of  this  kind,  an 
economist  is  particularly  inclined  to  concern  himself  with  the 
connection  between  rules  of  law  and  the  spontaneously  formed 
order  of  the  market.  This  order  is,  of  course,  not  the  result  of  a 
miracle  or  some  natural  harmony  of  interests.  It  forms  itself, 
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Those  taboos  of  society  not  founded 
on  any  rational  justification  have 
been  a  favorite  subject  of  derision  by 
the  constructivists,  who  wish  to  see 
them  banned  from  any  rational  order 
of  society.  Among  the  taboos  they 
have  largely  succeeded  in  destroying 
are  respect  for  private  property  and 
for  the  keeping  of  contracts. 


because  in  the  course  of  millennia  men  develop  rules  c 
duct  which  lead  to  the  formation  of  such  an  order  out 
separate  spontaneous  activities  of  individuals.  The  intei 
point  about  this  is  that  men  developed  these  rules  w 
really  understanding  their  "purpose."  In  fact,  this  "purp< 
to  bring  about  an  abstract  order — a  system  of  abstrac 
tions — concrete  manifestations  of  which  will  depend 
great  variety  of  particular  circumstances  which  no  orj 
know  in  their  entirety.  Those  rules  of  just  conduct 
therefore  a  "meaning"  or  "function"  which  no  one  hasi 
them,  and  which  social  theory  must  try  to  discover. 

It  was  the  great  achievement  of  economic  theory  ths 
years  before  cybernetics,  it  recognized  the  nature  of  sue 
regulating  systems  in  which  certain  regularities  (or,  pi 
better,  "restraints")  of  conduct  of  the  elements  led  to  col 
adaptation  of  the  comprehensive  order  to  particular 
affecting  in  the  first  instance  only  the  separate  elements 
an  order,  leading  to  the  utilization  of  much  more  inforn 
than  anyone  possesses,  could  not  have  been  "invented.' 
m^m^m^^^^^^  follows  from  the  tact  that  the  result 
not  have  been  foreseen.  None  of  a 
cestors  could  have  known  that  th 
tection  of  property  and  contracts 
lead  to  an  extensive  division  of 
specialization  and  the  establishm 
markets,  or  that  the  extension  to  G 
ers  of  rules  initially  applicable  to 
bers  of  the  same  tribe  would  tend  t 
the  formation  of  a  world  economy. 

All  that  man  could  do  was  to 
improve  bit  by  bit  on  a  process  of : 
ally  adjusting  individual  activities, 
ducing  conflicts  through  modifications  to  some  of  the  ir 
ed  rules.  All  that  he  could  deliberately  design,  he  could  a 
create  only  within  a  system  of  rules,  which  he  had  not  ii 
ed,  and  with  the  aim  of  improving  an  existing  order.  A 
merely  adjusting  the  rules,  he  tried  to  improve  the  corfl 
effect  of  all  other  rules  accepted  in  his  community, 
efforts  to  improve  the  existing  order,  he  was  therefore 
free  arbitrarily  to  lay  down  any  new  rule  he  liked. 

The  most  surprising  aspect  of  recent  developments  is  thi 
undeniably  increased  understanding  of  these  circumst 
has  led  to  new  errors.  We  believe,  I  think  rightly,  that  w« 
learned  to  understand  the  general  principles  which  gove 
formation  of  such  complex  orders  as  those  of  organism 
man  society  or  perhaps  even  the  human  mind.  Experiei 
those  fields  in  which  modern  science  has  achieved  its  gr 
triumphs  leads  us  to  expect  that  such  insights  will  rapidl 
give  us  mastery  over  the  phenomena,  and  enable  us  delib 
ly  to  determine  the  results.  But  in  the  sphere  of  the  coi 
phenomena  of  life,  of  the  mind,  and  of  society,  we  encou 
new  difficulty.  However  greatly  our  theories  and  techniq 
investigation  assist  us  to  interpret  the  observed  facts,  the 
little  help  in  ascertaining  all  those  particulars  which  ente 
the  determination  of  the  complex  patterns  and  whic 
would  have  to  know  to  achieve  complete  explanation 
precise  predictions. 

If  we  knew  all  the  particular  circumstances  which  pre' 
in  the  course  of  the  history  of  the  earth  we  should  be  able 
the  help  of  modern  genetics  to  explain  why  different  spec 
organisms  have  assumed  the  specific  structures  which 
possess.  But  it  would  be  absurd  to  assume  that  we  coulc 
ascertain  all  these  particular  facts.  It  may  even  be  true  the 
a  given  moment  someone  could  know  the  sum  total  of  a 
particular  facts  which  are  dispersed  among  the  millicl 
billions  of  people  living  at  the  same  time,  he  ought  to  b 
position  to  bring  about  a  more  efficient  order  of  human  pr 
tive  efforts  than  that  achieved  by  the  market.  Science  can 
us  to  a  better  theoretical  understanding  of  the  interca 
tions.  But  science  cannot  significantly  help  us  to  ascerta 
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Chances  are,what  you 
knowabout  Bell&Howell 
is  now  out  of  date. 

At  one  time,  you  probably  thought  you  knew  about  Bell  & 
Howell.  But  certain  developments  may  have  left  you  unaware 
about  what  we  really  are. 

The  fact  is,  we've  been  making  significant  moves  for  some 
time  to  selectively  improve  our  position  in  information  systems 
businesses  and  discontinue  our  involvement  with  those  present- 
ing less  growth  potential. 

What  really  has  emerged  is  a  new  Bell  &  Howell,  active  in 
new  growth  businesses  that  emphasize  new  technologies.  In  our 
Specialized  Business  Equipment  line,  we  are  already  one  of  the 
"big  three"  microimagery  companies  and  a  leader  in  the  develop- 
ment of  automated  mail  and  remittance  handling  systems. 
In  our  Learning  Systems  and  Materials  line  of  business,  we  are 
pioneering  the  development  of  video  systems  and  services  and  are 
offering  new  audio-visual  technologies.  In  our  Instrumentation 
business,  we  are  advancing  the  state  of  the  art  in  industrial  and 
I  scientific  products.  And  across  the  board,  we  are  becoming 
increasingly  international  in  manufacturing  and  market 
development. 

Today,  all  our  activities  have  one  thing  in  common.  They 
help  business,  industry  and  government  process,  manage, 
control  and  utilize  information  productively. 

Which  means  the  true  picture  of  Bell  ves  for^rd 

&  Howell  today  is  of  a  developer       Beii  &  Ho* foln'  systems 
and  supplier  of  information  systems  in  infor"101^  * 
for  work,  education  and  entertain- 
ment. And  any  other  view  of  us  is 
behind  the  times. 


 Donald  Frey,  Chairman  of  the  Board  and  Chief  ExeTOive  Officer,  Bell  &  Howell 


If  you  would  like  to  know  more  about  what  the  new  Bell  &  Howell  is  doing  today,  call  or  write  James  Ritchie,  Director  of  Corporate 
Relations,  Bell  &  Howell,  7100  McCormick  Road,  Chicago,  Illinois  60645  (312)  673-3300. 
(S  BELL  &  HOWELL  Information  systems  for  work,  education  and  entertainment 


the  widely  dispersed  and  rapidly  fluctuating  particular  circum- 
stances of  time  and  place  which  determine  the  order  of  a  great, 
complex  society. 

The  delusion  that  advancing  theoretical  knowledge  places  us 
everywhere  increasingly  in  a  position  to  reduce  complex  inter- 
connections to  ascertainable  particular  facts  often  leads  to  new 
scientific  errors.  Especially  it  leads  to  those  errors  of  science 
which  we  must  now  consider,  because  they  lead  to  the  destruc- 
tion of  irreplaceable  values,  to  which  we  owe  our  social  order 
and  our  civilization.  Such  errors  are  substantially  because  of  an 
arrogation  of  pretended  knowledge,  which  in  fact  no  one 
possesses  and  which  even  the  advance  of  science  is  not  likely 
to  give  us. 

Concerning  our  modem  economic  system,  understanding  of 
the  principles  by  which  its  order  forms  itself  shows  us  that  it 
rests  on  the  use  of  knowledge  which  no  one  possesses  in  its 
entirety,  and  that  it  is  brought  about  because  individuals  are  in 
their  actions  guided  by  certain  general  rules.  Certainly,  we 
ought  not  to  succumb  to  the  false  belief,  or  delusion,  that  we 
can  replace  it  with  a  different  kind  of 
order,  which  presupposes  that  all  this  I 
knowledge  can  be  concentrated  in  a  cen- 
tral brain,  or  group  of  brains  of  any  prac- 
ticable size. 

The  fact,  however,  that  in  spite  of  all 
the  advance  of  our  knowledge,  the  results 
of  our  endeavors  remain  dependent  on 
circumstances  about  which  we  know  lit- 
tle or  nothing,  and  on  ordering  forces  we 
cannot  control,  is  precisely  what  so 
many  people  regard  as  intolerable.  Con- 
structivists  ascribe  this  interdependence  ^^^^^^^^^^^a 
to  still  allowing  ourselves  to  be  guided  by  values  which  are  not 
rationally  demonstrated  or  given  positive  proof  as  justification 
for  them.  They  assert  that  we  no  longer  need  to  entrust  our  fate 
to  a  system,  the  results  of  which  we  do  not  determine  before- 
hand. The  anthropomorphic  hypostatization  of  a  personified 
mankind,  who  pursue  aims  they  have  consciously  chosen,  thus 
leads  to  the  demand  that  all  those  grown  values  not  visibly 
serving  approved  ends,  but  which  are  conditions  for  the  forma- 
tion of  an  abstract  order,  should  be  discarded  to  offer  individ- 
uals improved  prospects  of  achieving  their  different  and  often 
conflicting  goals.  Scientific  error  of  this  kind  tends  to  discredit 
values,  on  the  observance  of  which  the  survival  of  our  civiliza- 
tion may  depend. 

This  process  of  scientific  error  destroying  indispensable  val- 
ues commenced  to  play  an  important  role  during  the  last 
century.  It  is  specially  associated  with  various  philosophical 
views,  which  their  authors  like  to  describe  as  "positivist," 
because  they  wish  to  recognize  as  useful  knowledge  only 
insights  into  the  connection  between  cause  and  effect.  The 
very  name— positus ,  meaning  "set  down" — expresses  the  pref- 
erence for  the  deliberately  created  over  all  that  has  not  been 
rationally  designed.  The  founder  of  the  positivist  movement, 
August  Comte,  clearly  expressed  this  basic  idea  when  he 
asserted  the  unquestionable  superiority  of  demonstrated  over 
revealed  morals.  The  phrase  shows  that  the  only  choice  he 
recognized  was  that  between  deliberate  creation  by  a  human 
mind  and  creation  by  a  superhuman  intelligence,  and  that  he 
did  not  even  consider  the  possibility  of  any  origins  from  a 
process  of  selective  evolution.  The  most  important  later  mani- 
festation of  this  constructivism  in  the  course  of  the  19th 
century  was  utilitarianism,  the  treatment  of  all  norms  in 
epistemological  positivism  in  general,  and  legal  positivism  in 
particular;  and  finally,  I  believe,  the  whole  of  socialism. 

The  roots  of  socialism  in  constructivist  thought  are  obvious 
not  only  in  its  original  form— in  which  it  intended  through 
socialization  of  the  means  of  production,  distribution  and 
exchange  to  make  possible  a  planned  economy  to  replace  the 
spontaneous  order  of  the  market  by  an  organization  directed  to 
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particular  ends.  But  the  modern  form  of  socialism  that  t 
use  the  market  in  the  service  of  what  is  called  "social  ju 
and  for  this  purpose  wants  to  guide  the  action  of  men, 
rules  of  just  conduct  for  the  individual,  but  by  the  reco 
importance  of  results  brought  about  by  the  decisions  of  a 
ity,  is  no  less  based  upon  it. 

In  our  century  constructivism  has  in  particular  exercise 
influence  on  ethical  views  through  its  effects  on  psyc 
and  psychology.  I  will  give  two  examples  of  that  destruci 
values  by  scientific  error,  which  is  at  work  in  these  field 
first  example  I  take  from  a  psychiatrist;  I  must  first  say 
words  about  the  author  I  shall  quote,  lest  it  be  suspected  l 
order  to  exaggerate  I  have  chosen  some  unrepresentati' 
ure.  The  international  reputation  of  the  Canadian  scit 
the  late  Brock  Chisholm,  is  illustrated  by  the  fact  that  1 
been  entrusted  with  building  up  the  World  Health  Org 
tion,  acted  for  five  years  as  its  first  Secretary-General  an 
finally  elected  president  of  the  World  Federation  of  ISi 
Health. 

Just  before  Brock  Chisholm  emt 
on  this  international  career  he 
"The  reinterpretation  and  ev» 
eradication  of  the  concept  of  rigr 
wrong  which  has  been  the  basis  ol 
training,  the  substitution  of  inte! 
and  rational  thinking  for  faith 
certainties  of  the  old  people,  the 
the  belated  objectives  of  practical 
effective  psychotherapy.  .  .  .  The  si 
tion  that  we  should  stop  teaching 
^^^^^^^^^^^m  dren  moralities  and  right  and  wror 
instead  protect  their  original  intellectual  integrity  h 
course  to  be  met  by  an  outcry  of  heretic  or  iconoclast,  su 
was  raised  against  Galileo  for  finding  another  planet.  .  . 
fact  is  that  most  psychiatrists  and  psychologists  and 
other  respectable  people  have  escaped  from  these  moral  c 
and  are  able  to  observe  and  think  freely.  ...  If  the  race  is 
freed  from  its  crippling  burden  of  good  and  evil  it  mi 
psychiatrists  who  take  the  original  responsibility.  Thi 
challenge  which  must  be  met.  .  .  .  With  the  other  h 
sciences,  psychiatry  must  now  decide  what  is  to  be  the  i: 
diate  future  of  the  human  race.  No  one  else  can.  And  this 
prime  responsibility  of  psychiatry." 

It  never  seemed  to  occur  to  Chisholm  that  moral  rules  c 
directly  serve  the  satisfaction  of  individual  desires,  bn 
required  to  assist  the  functioning  of  an  order;  and  even  to 
some  instincts,  which  man  has  inherited  from  his  life  in 
groups  where  he  passed  most  of  his  evolution.  It  may  w 
that  the  incorrigible  barbarian  in  our  midst  resents 
restraints.  But  are  psychiatrists  really  the  competent  au 
ties  to  give  us  new  morals? 

Chisholm  finally  expresses  the  hope  that  2  or  3  mi 
trained  psychiatrists,  with  the  assistance  of  appropriate 
manship,  will  soon  succeed  in  freeing  men  from  the  "perv 
concept  of  right  and  wrong.  It  sometimes  seems  as  if  they 
already  had  too  much  success  in  this  direction. 

My  second  contemporary  example  of  the  destructit 
values  by  scientific  error  is  taken  from  jurisprudence.  It  c 
from  no  less  a  figure  than  my  former  teacher  at  the  Univi 
of  Vienna,  Hans  Kelsen.  He  assures  us  that  "justice 
irrational  idea,"  and  continues:  "From  the  point  of  vie 
rational  cognition,  there  are  only  interests  of  human  b 
and  hence  conflicts  of  interest.  The  solution  of  these  c; 
brought  about  either  by  satisfying  one  interest  at  the  ex] 
of  the  other,  or  by  a  compromise  between  the  existing  i 
ests.  It  is  not  possible  to  prove  that  the  one  or  the 
solution  is  just." 

Law  is  thus  for  Kelsen  a  deliberate  construction,  se; 
known  particular  interests.  This  might  indeed  be  necess 
so,  if  we  had  ever  to  create  anew  the  whole  body  of  rules  o 
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conduct,  i  will  even  concede  to  Kelsen  that  we  can  never 
.  prove  what  is  just.  But  this  does  not  preclude  our 
ability  to  say  when  a  rule  is  unjust,  or  that  by  the  persistent 
application  of  such  a  negative  test  of  injustice  we  may  not  be 
able  progressively  to  approach  justice. 

It  is  true  that  this  applies  only  to  the  rules  of  just  conduct  for 
individuals,  and  rtot  to  what  Kelsen,  like  all  socialists,  had 
primarily  in  mind — namely,  those  aims  of  the  deliberate  mea- 
sures employed  hy  authority  to  achieve  what  is  called  "social 
justice."  Yet  neither  positive  nor  negative  criteria  of  an  objec- 
tive kind  exist,  from  which  to  define  or  test  so-called  "social 
justice,"  which  is  one  of  the  emptiest  of  all  phrases.  The  false 
assertion  that  justice  is  always  merely  a  matter  of  particular 
interests  has  contributed  a  great  deal  to  creating  the  belief 
that  we  have  no  choice  but  to  assign  to  each  individual 
person  what  is  regarded  as  right  by  those  who  for  the  time 
being  hold  the  power. 

I  must  at  once  warn  you  that  the  conservatives  among  you, 
who  up  to  this  point  may  be  rejoicing,  ^^^^^^^^^^^m 

will  now  probably  be  disappointed.  The 
proper  conclusion  from  the  consider- 
ations I  have  advanced  is  by  no  means 
that  we  may  confidently  accept  all  the 
old  and  traditional  values.  Nor  even  that 
there  are  any  values  or  moral  principles, 
which  science  may  not  occasionally 
question.  The  social  scientist  who  en- 
deavors to  understand  how  society  func- 
tions, and  to  discover  where  it  can  be 
improved,  must  claim  the  right  to  exam- 
ine critically,  and  even  to  judge,  every 

single  value  of  our  society.  The  consequence  of  what  I  have  said 
is  merely  that  we  can  never  at  one  and  the  same  time  question 
all  its  values.  Such  absolute  doubt  could  lead  only  to  the 
destruction  of  our  civilization  and — in  view  of  the  numbers  to 
which  economic  progress  has  allowed  the  human  race  to 
grow — to  extreme  misery  and  starvation.  Complete  abandon- 
ment of  all  traditional  values  is,  of  course,  impossible;  it  would 
make  man  incapable  of  acting.  If  traditional  and  taught  values 
fcrmed  by  man  in  the  course  of  the  evolution  of  civilization 
were  renounced,  this  could  only  mean  falling  back  on  those 
instinctive  values,  which  man  developed  in  hundreds  of  thou- 
sands of  years  of  tribal  life,  and  which  are  now  probably  in  a 
measure  innate.  These  instinctive  values  are  often  irreconcila- 
ble with  the  basic  principles  of  an  open  society — namely,  the 
application  of  the  same  rules  of  just  conduct  to  our  relations 
with  all  other  men — which  our  young  revolutionaries  also 
profess.  The  possibility  of  such  a  great  society  certainly  does 
not  rest  on  instincts,  but  on  the  governance  of  acquired  rules. 
This  is  the  discipline  of  reason.  It  curbs  instinctive  impulses, 
and  relies  on  conduct  which  has  originated  in  an  interpersonal 
mental  process.  As  the  result  of  this  process,  in  the  course  of 
time  all  the  separate  individual  sets  of  values  become  slowly 
adapted  to  each  other. 

Because  prevailing  systems  of  morals  or  values  do  not  always 
give  unambiguous  answers  to  the  questions  which  arise,  but 
often  prove  to  be  internally  contradictory,  we  are  forced  to 
develop  and  refine  such  moral  systems  continuously.  We  shall 
sometimes  be  constrained  to  sacrifice  some  moral  value,  but 
always  only  to  other  moral  values  which  we  regard  as  superior. 
We  cannot  escape  this  choice,  because  it  is  part  of  an  indis- 
pensable process.  In  the  course  of  it  we  are  certain  to  make 
many  .mistakes.  Sometimes  whole  groups,  and  perhaps  entire 
nations,  will  decline,  because  they  chose  the  wrong  values. 
Reason  has  to  prove  itself  in  this  mutual  adjustment  of  given 
values,  and  must  perform  its  most  important  but  very  unpopu- 
lar task— namely,  to  point  out  the  inner  contradictions  of  our 
thinking  and  feeling. 

The  picture  of  man  as  a  being  who,  thanks  to  his  reason,  can 
rise  above  the  values  of  his  civilization,  in  order  to  judge  it 
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ence may  not  occasionally  question. 


from  the  outside,  or  from  a  higher  point  of  view,  is  an  i 
It  simply  must  be  understood  that  reason  itself  is 
civilization.  All  we  can  ever  do  is  to  confront  one  part  w 
other  parts.  Even  this  process  leads  to  incessant  move 
which  may  in  the  very  long  course  of  time  change  the  i 
But  sudden  complete  reconstruction  of  the  whole  is  not 
ble  at  any  stage  of  the  process,  because  we  must  always  u 
material,  that  is  available,  and  which  itself  is  the  intej 
product  of  a  process  of  evolution. 

I  hope  it  has  become  sufficiently  clear  that  it  is  not, 
sometimes  appear,  the  progress  of  science  which  threat 
civilization,  but  scientific  error,  based  usually  on  the  pre 
tion  of  knowledge  which  in  fact  we  do  not  possess.  Th 
upon  science  the  responsibility  to  make  good  the  harm 
tists  have  done.  Knowledge  produces  the  insight  that  v 
aim  at  the  goals  science  has  brought  within  reach,  thai 
the  governance  of  values,  which  we  have  not  made,  a) 
significance  of  which  we  still  imperfectly  understand.  If 
tists  are  so  little  aware  of  the  responsibility  they  have  im 
^^h^^^^^^^^b  by  failing  to  comprehend  the  role 
ues  for  the  preservation  of  the  soc 
der,  this  is  largely  due  to  the  notio 
science  as  such  has  nothing  to  say 
the  validity  of  values.  Thetme  stat< 
that,  from  our  understanding  of 
connections  between  facts  alone,  \i 
derive  no  conclusions  about  the  vj 
of  values,  has  been  extended  ini 
false  belief  that  science  has  nothinj 
with  values. 
This  attitude  should  change  as  s 
^^^^^^^^^^^m  scientific  analysis  shows  that  the! 
ing  factual  order  of  society  exists  only  because  people 
certain  values.  With  regard  to  such  a  social  system,  we  « 
even  make  statements  about  the  effects  of  particular 
without  assuming  that  certain  norms  are  being  gen 
obeyed.  From  such  premises  containing  values  it  is  pe 
possible  to  derive  conclusions  about  the  compatibility,, 
compatibility,  of  the  various  values  presupposed  in  arj 
ment.  It  is  therefore  incorrect  if,  from  the  postulate  that  si 
ought  to  be  free  of  values,  the  conclusion  is  drawn  that  w 
given  system  problems  of  value  cannot  be  rationally  de 
When  we  have  to  deal  with  an  ongoing  process  for  the  01 
of  society,  in  which  most  of  the  governing  values  are  ui 
tioned,  there  will  often  be  only  one  certain  answer  to  par 
questions  that  is  compatible  with  the  rest  of  the  system. 

We  have  the  curious  spectacle  that  frequently  the  ven 
scientists,  who  particularly  emphasize  the  value  free  ch: 
of  science,  use  that  science  to  discredit  prevailing  values 
expression  of  irrational  emotions  or  particular  material 
ests.  Such  scientists  often  give  the  impression  that  th 
value  judgment  that  is  scientifically  respectable  is  the 
that  our  values  have  no  value.  This  attitude  is  therefc 
result  of  a  defective  understanding  of  the  connection  be 
accepted  values  and  the  prevailing  factual  order.  All  that 
do — and  must  do — is  to  test  each  and  every  value  about 
doubts  are  raised  by  the  standard  of  other  values,  which  ^ 
assume  that  our  listeners  or  readers  share  with  us.  At  pi 
the  postulate  that  we  should  avoid  all  value  judgments  se* 
me  often  to  have  become  a  mere  excuse  of  the  timid,  v 
not  wish  to  offend  anyone  and  thus  conceal  their  prefer 
Even  more  frequently,  it  is  an  attempt  to  conceal  from 
selves  rational  comprehension  of  the  choices  we  have  tc 
between  possibilities  open  to  us,  which  force  us  to  sa 
some  aims  we  wish  also  to  realize. 

One  of  the  noblest  tasks  of  social  science,  it  seems  to 
to  show  up  clearly  these  conflicts  of  values.  The  accepts 
values,  which  do  not  appear  as  consciously  pursued  a 
individuals  or  groups,  is  the  very  foundation  of  the  i 
order,  whose  existence  we  presuppose  in  all  our  indii 
endeavors.  ■ 
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BARCLAYS  BANK  HELPS 
LAING  PROPERTIES 
BUILD  BUSINESS  LN  THE  USA 


Barclays  Bank  International 
has  just  helped  Laing,  one  of  the 
world's  leading  builders  and 
developers,  expand  its  business  in 
the  Linked  States  by  obtaining 
government  aided-housing  contracts. 

We  supplied  finance  for  Laing 
Properties  Inc.  of  Atlanta  to  build 
family  garden  apartments  at  the  city 
of  Orangeburg,  South  Carolina. 

Our  people  in  Atlanta  were  on 


hand  with  the  advice,  the  banking 
services,  and  the  money. 

Barclays  were  able  to  help 
Laing  in  Atlanta  because  we  have 
our  own  people  and  our  own 
branches  worldwide  wherever  they 
are  needed  for  international  business. 

We  can  help  you  in  New  \brk, 
Hamburg,  Tokyo.  In  Los  Angeles  and 
Sydney.  And  in  Vancouver,  Buenos 
Aires  and  Bahrain. 


The  Barclays  International 
group  is  in  more  than  75  countries. 
In  all  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


•r  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

President  Corporate  Business  Development,  Barclays  Bank  International.  200  Park  Avenue.  New  York,  NY.  10017.  Teleph 
,rVice  President  International  Banking.  Barclays  Bank  (^California,  111  Pine  Street.  San  Francisco,  California  94Ul.Telep 


Jver  * 

'ice  P 

^Presid^ 

^relays  Canada  Limited,  Suite  3505,  Commerce  Court  West, Toronto,  Ontario  M5L  lG2.TeIephone  (416)  862  0594. 


one(212)687  8o30. 
phone  (415)  981  8090. 
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in  the  hand 
supermarket  owners. 

Your  hometown  super- 
market, if  it  uses 
scanning  to  "read" 
prices  automatically, 
may  very  well  be  one 
of  our  customers. 
NCR  is  a  leader 
in  supermarket  scanning 
systems,  with  the  largest 
customer  base  of  supermarket 
terminals  ready 
for  scanning.  Proof  that 
the  food  industry  recognizes  the 
price/performance  benefits 
of  NCR  systems. 

Number  one  in  food  store 

systems-Even  if  your  groceries 
are  not  yet  scanned  at  the  checkout 
they  probably  are  rung  up  on  an  ' 
NCR  electronic  cash  register 

With  168,000  installed  in  108 
countries,  the  odds  are  in 
our  favor. 

Retailers  depend  on  NCR  systems- 
Why  are  we  up  to  number  one  in 
supermarket  terminal  systems'? 
Executives  of  companies 
such  as  A  &  p,  Lucky  Stores 
Publix  and  Winn-Dixie 
helped  put  us  there. 
They  depend  on 


/  Rogers  said  that  economists  were  no 
fse  than  others  at  predicting  the  economy, 
far  as  inflation  is  concerned,  Henry  Wal- 
)  isn 't  sure  that  Rogers  was  right. 

Economists 
and  inflation 


By  Henry  Wallich 

IP  Y    PROFESSION,    ECONOMICS,  has 

1 1  much  to  be  modest  about.  Infla- 
:  L  tion  more  than  any  other  prob- 
sB  the  prize  exhibit  for  the  failure  of 
tyntional  economic  wisdom.  Why? 
djlhort  answer,  I  regret,  will  be  that 
■stream  or  "orthodox"  economists 
m  past  1)  have  only  too  often  been 
fconcerned  about  inflation,  2)  have 
wbuted  much  to  bringing  it  about 
j|  have  limited  their  policy  advice  to 
||g  difficulties  for  every  solution. 
w/  did  the  profession  go  so  wrong? 
flge  part  because  it  often  forgot  or 
wkd  the  lessons  of  the  past.  During 
n  of  recorded  history,  monetary  dis- 
Mof  one  form  or  another  has  been  the 
Ijion  lot  of  mankind — coin-clipping, 
wless  paper  currency  and  so  on.  But 
'jelly,  techniques  were  discovered  to 
H  money  a  more  reliable  means  of 
rig  payment  and  of  storing  value, 
ial  banks  were  created,  monetary 
:stablished  and  norms  developed  to 
l|)l  the  financial  conduct  of  govern - 
j..  Gold  convertibility  and  balanced 
Jfcs  played  major  roles  in  securing 
Imrrangements.  With  the  aid  of  such 
jfcles,  countries  came  to  have  mone- 
lrstems  which  were  reasonably  reli- 
ifgid  could  be  expected  to  keep  prices 

lipur  profession  has  helped  persuade 
Hblic  and  the  politicians  to  throw 
Jlnany  of  the  rules  that  made  this 
Iks  possible.  Economists  began  to 
Jiie  existence  and  proper  function- 
lithe  system  for  granted.  They  ex- 
l|  it  to  be  able  to  take  any  amount  of 
■land  abuse,  through  overexpansion, 
Mih  violation  of  the  built-in  safety 
jits,  through  diversion  to  purposes 


Kb,  65,  is  a  distinguished  economist  who  has 
\a  Governor  of  tlx'  Federal  Reserve  Board  since 
fonner  member  of  the  President's  Council  of 
p  Advisers,  be  studied  at  Oxford  and  Harvard 
\a  professor  of  economics  at  Yale  University  for 


for  which  it  had  not  been  designed.  The 
gold  standard  was  cast  out  as  a  "barba- 
rous relic."  Limitations  on  government 
deficits  were  pooh-poohed.  Warning  sig- 
nals flashed  by  incipient  inflation  were 
overridden.  As  the  workable  old  system 
was  dismantled,  at  every  step  of  the  way 
there  were  economists  who  justified  and 
even  praised  the  dismantling.  As  a  result, 
we  have  today  a  highly  vulnerable  and 
frequently  unstable  monetary  system. 

There  were  times  when  some  econo- 
mists even  advocated  a  certain  amount 
of  inflation.  At  one  point  it  was  fashion- 
able to  argue  that  an  engineered  inflation 
could  serve  as  an  engine  of  economic 
growth.  The  argument  went  like  this:  If 
businessmen  borrowed  heavily  from 
banks  to  build  factories — instead  of  fol- 
lowing traditional  practice  by  raising  the 
money  in  the  equity  and  long-term  debt 
markets — the  resulting  increase  in  prices 
would  restrain  consumption  and  free 
output  for  investment.  Then,  as  the  new 
capacity  came  on  stream,  output  would 
increase  and  there  would  be  more  avail- 
able for  consumption.  The  best  of  all 
possible  worlds,  achieved  by  a  mild  dose 
of  inflation.  Why  allow  old  prejudices  to 
get  in  the  way  of  such  progress?  Or  at 
least  it  looked  like  progress  at  the  time. 

More  recently,  the  Phillips  Curve  has 
served  to  justify  the  advocacy  of  infla- 
tion. It  was  argued  that  unemployment 
would  be  less  if  some  inflation  were  tol- 
erated. Because  of  the  inflation,  labor 
would  always  get  less  than  it  had  bar- 
gained for,  but  profits  would  rise  and 
output  and  employment  would  increase, 
benefiting  all.  Labor  was  expected  not  to 
notice  the  deceit — but  it  did. 

That  inflation  hurt  some  people  while 
helping  others — the  microeconomic  as- 
pect— was  something  that  economics 
never  handled  well.  Many  economists 
therefore  took  the  easy  way  out,  arguing 
that  on  balance  the  gains  and  losses  will 
wash  out.  From  a  sufficiently  high  level 
of  abstraction,  the  economist  can  claim 
that  inflation  is  neutral  with  respect  to 


welfare.  It  is  simply  a  process  of  random 
redistribution  of  income  and  wealth. 
Like  burglary,  inflation  is  an  extralegal 
form  of  redistribution.  Unlike  burglary, 
however,  inflation  does  not  chiefly  strike 
at  the  well-to-do.  Unlike  death  and  taxes, 
which  are  inevitable,  inflation  is  essen- 
tially arbitrary  and  selective. 

In  cataloging  my  profession's  infla- 
tionary misdeeds,  I  come  finally  to  what 
is  popularly  known  as  "indexation," 
which  is  billed  not  as  a  cure  but  as  a 
painkiller  for  inflation.  With  indexing,  all 
prices  would  rise  by  the  general  rate  of 
inflation,  plus  or  minus  any  individual 
increases  or  declines  that  particular  prod- 
ucts like  wheat,  steel,  television  sets 
might  experience.  Wages  would  rise  by 
the  rate  of  inflation  plus  whatever  would 
be  the  particular  increase  in  each  indus- 
try in  the  absence  of  inflation.  Interest 
rates  would  contain  an  inflation  premi- 
um, and  so  forth. 

In  some  respects,  reality  is  sufficiently 
close  to  this  construct  to  give  it  a  superfi- 
cial plausibility.  Many  of  the  wage  con- 
tracts have  cost-of-living  adjustments 
(COLAs);  interest  rates  contain  an  infla- 
tion premium;  many  public,  though  few 
private,  pensions  are  indexed;  many  rent 
contracts  have  index  clauses.  Three 
things  mainly  are  misleading  about  this 
picture: 

First,  few  individual  households  or 
firms  can  be  sure  that  their  particular 
wage,  product,  price,  interest  and  so  on 
will  move  with  inflation.  The  situation 
may  be  bearable  if  your  neighbor  is  hurt 
but  you  are  not;  but  what  happens  if  your 
neighbor  sees  his  income  rise  to  meet 
rising  prices  while  yours  does  not?  To 
know  that  something  will  happen  "on 
average"  is  no  assurance  of  an  individ- 
ual's survival. 


Wa//u/>  i  'I  the  Federal  Reserve 


No  more  painkillers  for  inflation. 
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view  from  here  is  not  the  sar 


All  over  the  world,  people  view  the 
world  in  terms  of  their  own  priori- 
tics— a  fact  which  would  make  it  dif- 
ficult, at  best,  for  one  magazine  to 
serve  the  needs  of  many  different 
readers  in  many  different  places. 

Yet  one  magazine  does. 

Newsweek,  the  international 
newsmagazine. 

When  an  executive  in  Bangkok 
picks  up  his  copy,  he  counts  on  the 
same  relevance  as  his  British  coun- 
terpart ;  Dutch  industrialist,  the 
Morocco  ;ineer,  the  Chilean  ex- 
porter a!!  si  e  a  truly  global  percep- 
tion of  e1  The  international 
body  of  ne  i<  s  and  business, 


What  is  required 
—and  received— 
is  the  international 
body  of  news, 
politics  and  business, 

reported  with 
personal  pertinence 

to  specialized 
international  needs. 


reported  with  personal  pe 
to  their  specialized  inter) 
needs. 

Yet,  each  reader  is  grante 
dividual  due:  the  critical  dl 
in  perspective  provided  bi 
week's  worldwide  network 
nalists,  offering  a  base  of 
tion,  insight  and  ideas  whic 
to  individual  needs,  inter 
lifestyles. 

This  is  what  makes  Ne 
unique  among  internation. 

This  is  what  attracts  and  I 
loyalty  of  an  equally  unique 
people:  international  leade 
two  million  strong,  who 


|f  to  our  i 
landsei 
lis,  too,  i< 
'en 
out  page 


. . .  as  the  view  from  here. 


I  sly  to  our  respect  for  their  in- 
I  ;ice  and  service  to  their  needs, 
this,  too,  is  what  has  attracted 

hnd  more  multinational  adver- 

Joour  pages. 

w  know  that  in  Newsweek 
!,eet  regularly  with  an  attentive 
| "of  real  product  prospects— 
l^ssmen  and  executives  who 
I  'arned  power,  position  and 
jltal  income. 

I  '  know  that  Newsweek  Inter- 
ipl's  coverage  of  these  men  is 
■concentrated.  They  find  very 
!  'aste;  quite  a  lot  of  real  pur- 
jtg  power.  In  sum— a  "payoff 
fee." 


And  they  count  on  us  for  a  unique 
and  useful  data  service— the  News- 
week International  Data  Center— to 
meet  their  need  for  reliable  media/ 
marketing  information. 

But  most  of  all,  they  count  on  us 
for  results— effective  coverage  of  a 
responsive  market  on  an  efficient 
basis. 

The  combination  is  unique:  edito- 
rial authority,  advertising  efficiency, 
marketing  service. 

It  can  be  the  difference  between 
day  and  night  in  making  your  mar- 
keting dollars  pay  off. 

And  you  find  it  in  one  interna- 
tional magazine.    Only  Newsweek. 


Newsweek 

8SKfS:5P 

mrnf 

ill* 

THE 

INTERNATIONAL 
NEWSMAGAZINE 


SALES  OFFICES  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  -  London  •  Amslerdam  •  Frankturt/Main  •  Geneva  ■  Paris  ■  Rome  -  Hong  Kong  •  Manrla  •  Svdnev  •  lokvo 


An  economist  can  tell  you 
what  will  happen  under  any 
conditions.  And  his  guess  is 
liable  to  be  just  as  good  as 
anybody  else  '  s  .  ^  ^ 


WHY 
GUESS? 


Fulfill  All  Your 
Plant's  Needs  in 


There  are  good  reasons  why  so  many  major  companies  are  putting  new  plant 
investment  into  Oklahoma.  Compare  power  rates  and  ability  to  meet  all  your  energy 

needs  today  and  tomorrow. 


Oklahoma 


4. 


The  Profitable 

^  Place  To  Be 


for  further  information,  contact: 
Director,  industrial  Division. 

QkifisrornE  ittdbStriai  Development  Department .  Suite  209 
P.O.  Bos  ss«2$.  State  Capita?  station  .  Oklahoma  City,  OK  73152 


Second,  the  government  cannd 
give  assurance  of  a  stable  rate 
tion.  Most  of  the  beneficial  effei 
are  claimed  for  inflation  derive  f 
celerating  rather  than  stable  in 
Most  of  the  pressures  that  lead  t 
tion  in  the  first  place  make  for  at 
tion  as  the  time  goes  on.  If  the 
ment  did  not  have  the  strength 
inflation  when  it  was  mild,  how  w 
able  to  hold  it  to  a  constant  rate 
has  become  more  virulent? 

Few  economists  today  woulc 
right  out  and  say  that  inflation  is 
consequence.  In  fact,  most  of  the 
agree  that  it  is  dangerous.  Unfortu 
many  economists  share  with  poll 
the  habit  of  always  regarding  infls 
the  lesser  of  any  alternative  evils 
ing  it  down  incurs  the  risk  of  a 
output  and  of  employment.  Hen 
better  not  to  fight  inflation.  If  \ 
inflation  down  means  foregoing  so 
trinsically  desirable  budgetary  e: 
ture,  it  is  always  tempting  to  go 
expenditure.  If  anti-inflationary 
sures  threaten  to  lose  some  pal 
block  of  votes,  it  is  always  che. 


The  new  system  of  „ 
rates  was  advertised 
mitting  every  country  to  *\ 
the  rate  of  inflation  it\ 
ferred.    Freedom    to  cJ 
one's  preferred  rate  of 
tion  has  turned  out  to 
snare  and  delusion.  In 
the  economics  prof es  sic 
done  more  to  justify  inflt\ 
than  to  slow  it  or  stop 


i20 


salvage  the  votes  and  hope  that  th 
tion  will  go  away. 

Our  permissive  attitude  towarc 
tion  reaches  out  into  the  intern, 
field.  The  old  system  of  fixed  exi 
rates  broke  down  largely  because 
tries  were  unable  or  unwilling  t 
their  inflation  under  control.  Th 
system  of  floating  rates  was  advert 
permitting  every  country  to  enj 
rate  of  inflation  it  preferred.  Now  \ 
that  a  system  of  widely  differing  n; 
rates  of  inflation  produces  large 
ations  in  currencies  which  threa 
undermine  our  liberal  system  of  ii 
tional  trade  and  investment.  Freec 
choose  one's  preferred  rate  of  in 
an  objective  once  dear  to  econc 
has  turned  out  to  be  a  snare  and  de. 
In  short,  on  balance,  the  economi 
fession  has  done  more  to  justify  in 
than  to  slow  it  or  stop  it. 

Max  Planck,  the  formulator 
quantum  theory,  once  said  that  p 
made  progress  from  funeral  to  fii 
One  would  hope  that  with  the  ev 
of  past  error  so  clearly  before  i 
might  progress  faster  in  economic: 
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Forbes  Diary  Features 

■  2  full  pages  per  week 

■  hourly  schedule  plus 
note  space  for  each  day 

■  personal  data  record 

■  record  of  securities 
bought  and  sold 

■  chart  of  security  and 
financial  trends 

■  U.S.  and  interna- 
tional air  distances 

■  metric  conversion 
tables 
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months  of  following  year 
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Prices: 
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Has  the  accounting  profession  forced  the  SEC 
to  back  down  on  controversial  ASR  264, 
which  questions  their  independence  when  do- 
ing nonaudit  work  for  audit  clients? 


Calling 
the  SEC's  bluff 


Numbers  Game 


Harvey  Kapnick,  former  Arthur  Andersen  &  Co.  chairman 

From  a  scrap  over  ASR  264,  a  new  deputy  chairman  at  the  First  of  Chicago. 


Under  pressure  from  the  accounting  pro 
fession,  the  Securities  &  Exchange  Com- 
mission seems  to  be  changing  its  mind 
over  its  controversial  Accounting  Series 
Release  No.  264,  which  has  caused  fu- 
ror— and  panic — among  CPAs  since  it 
was  issued  six  months  ago. 

ASR  264  focuses  on  the  question  of  the 
independence  of  auditors  who  also  act  as 
management  consultants  for  the  same 
corporate  client.  Its  purpose  was  to  serve 
as  a  mild  warning,  or  to  "sensitize"  the 
profession  to  the  independence  issue, 
which  has  come  under  increasing  SEC 
scrutiny  in  the  past  two  years.  As  such  it 
is  an  "interprets       lease,"  not  a  rule. 


But  try  convincing  the  CPAs  of  that. 

The  result,  so  far,  has  been  much  con- 
fusion and  scores  of  protest  letters  that 
the  SEC  is  carefully  wading  through. 
ASR  264  was  issued  in  response  to  a 
March  report  of  the  Public  Oversight 
Board,  which  monitors  the  self-regula- 
tion program  of  the  American  Institute 
of  CPAs  (AICPA)  on  the  scope  and  ser- 
vices of  CPA  firms.  After  several  studies 
the  POB  report  concluded  that  there  is 
no  solid  evidence  that  a  conflict  current- 
ly exists,  and  that  no  blanket  prohibition 
>f  nonaudit  services  is  warranted  or  de- 
sirable. The  POB  did  recommend  that 
CPA  firms  disclose  the  size  of  MAS  (man- 


agement advisory  services)  and  t 
aration  fees  relative  to  overall  ffl 
that  restrictions  be  put  on  execU 
cruitment.  Further  restrictions  w| 
posed  for  actuarial  services  to  in: 
clients.  (Already  in  force  are  rest) 
on  psychological  testing,  public  < 
polls,  merger  and  acquisition  ass 
executive  recruiting  and  certain  ai 
services.)  It  was  thought  the  SEC 
with  the  POB— until  ASR  264. 

"It  [the  POB  report]  painted  ton 
picture  of  what  was  going  on,"  si 
SEC  source.  However,  ASR  264  p 
no  new  evidence  to  dispute  th 
Moreover,  ASR  264  interpretatii 
akin  to  the  disclosures  required  I 
250,  which  mandates  disclosure 
proxy  statement  of  a  publicly  hel 
pany  on  the  services  provided  by  i 
tor  and  the  size  of  nonaudit  fees 
total  fees.  (The  SEC  has  yet  to 
how  much  nonaudit  business  con: 
a  threat  to  a  firm's  independence. 

SEC  officials  say  CPAs  have  ov« 
ed  to  ASR  264  and  are  playing  a  g 
semantics.  After  all,  they  note,  A 
is  not  an  official  rule.  "No  line 
been  drawn,"  says  SEC  accountar 
ence  Staubs.  But  CPAs  like  Irv 
man,  partner  of  medium-size,  C 
based  Blackman,  Kallick  &  Co.,  di  bj 
"This  is  a  gut  issue,"  insists  Bla«| 
"It  is  very,  very  hot."  It  boils  d 
cost  efficiencies  to  the  small  bu 
man:  He  needs  nonaudit  manaj 
services,  and  to  be  forced  to  seel 
consulting  firms  to  get  them  wi 
him  more  in  time  and  money. 

ASR  264,  the  AICPA  told  th 
"will  have,  and  was  intended  to 
chilling  and  depressing  effect  on  i 
of  a  CPA  firm's  management  a« 
services  by  the  firm's  audit  clients 

So  far  ASR  264 's  most  visible  c; 
has  been  Arthur  Andersen  &  Co. 
man  Harvey  E.  Kapnick  Jr.,  54, 
recent  surprise  resignation,  he  sa 
rectly  resulted  from  a  "disagre 
over  the  firm's  direction  in  respc 
resolving  problems  raised  by  the 
ASR  264."  It  may  also  have  be 
catalyst  in  Peat,  Marwick,  Mite 
Co.'s  controversial  election  in 
outgoing  Chairman  Walter  E.  Ha 
hand-picked  successor  was  defea 
Thomas  L.  Holton,  who  is  the 
leading  expert  on  SEC  matters.  M 
ment  consulting  yields  about  12% 
firm's  $674  million  in  worldwide 
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Shortly  after  Kapnick's  resigi  p. 
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Andersen  too  sent  the  SEC  a  sting: 
page  response  to  ASR  264,  arguir 
although  it  is  an  "interpretive"  rel 
will  be  considered  by  directors,  la 
and  accountants  as  though  it  were 
"The  SEC  doesn't  intend  to  seconc 
accountants.  It  will  enter  into  rule 
necessary,"  retorts  Staubs. 

But  Kapnick  reportedly  believed! 
only  a  matter  of  time  before  th 
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It's  snowing  where  it  never  snows. 
It's  flooding  where  it  never  floods, 
re's  how  to  keep  the  weather  from  being  bad  for  business. 


It  snowed  in  Palm  Springs,  California  last  winter.  And 
ieorgia  and  the  Carolinas.  And  in  the  Sahara  Desert.  In 
,  this  past  August,  it  snowed  in  New  Hampshire. 

Heavy  rains  are  becoming  just  as  unpredictable.  Flood 
itrol  engineers  who  used  to  think  that  preparing  for  a 
"-year-record"  was  caution  itself  now  speak  of  200- and 
year-records. 

Weather  patterns  are  changing.  And  they  can  change 
r  profit  picture.  In  the  first  nine  months  of  1979  alone, 
(lerwriters  paid  out  a  record  $1 .6  billion  in  insured  losses 
j!1  "weather-related  catastrophes." 


These  dollars  only  hint  at  the  real  total  of  damages 
business  suffered. 

A  prudent  risk  management  step  now  is  to  review  your 
insurance  for  "Difference  in  Conditions"  coverage.  If  you 
already  have  it,  you  may  wish  to  consider  raising  the  limits. 
Some  corporations  have  increased  theirs  tenfold. 

"D.I..C."  extends  property  protection  to  an  "all  risks" 
basis,  including  floods,  blizzards,  hurricanes  and  other  natural 
catastrophes.  Earthquake,  a  concern  on  the  West  Coast,  is 
also  covered. 

For  information,  call  any  Johnson  &  Higgins  office. 


Johnson  Higgins 

The  private  insurance  broker.  \Ne  answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


took  firmer  action  and  that  Andersen 
could  become  the  first  Big  Eight  firm 
singled  out,  given  its  chunk  of  the  nonau- 
diting  business.  Although  Andersen  has 
refrained  from  such  services  as  actuarial 
work  and  executive  recruiting,  viewed 
by  the  SEC  as  possible  conflicts  of  inter- 
est, Kapnick  nevertheless  proposed  split- 
ting up  the  firm  between  audit  and  man- 
agement services.  Some  21%  of  Ander- 
sen's $546  million  in  revenues  are 
derived  from  those  management  ser- 
vices, for  instance,  specialized  computer 
programming,  computer  security  and 
profit  improvement  programs.  In  fact, 
the  number  of  hours  billed  by  Andersen 
for  management  consulting  are  growing 
at  the  yearly  rate  of  15%,  nearly  four 
unit's  that  of  its  accounting  and  auditing 
set  vices.  The  241  Andersen  partners  in 
the  consulting  end  of  the  business  and 
most  of  the  986  other  partners  didn't 
share  Kapnick's  gloomy  assessment  of 
future  SEC  actions. 

ASR  264's  greatest  impact,  however, 
could  be  on  the  approximately  1,300 
small  and  medium-size  SEC  practition- 


ers who  tend  to  handle  the  gamut  of  their 
clients'  nonaudit  services.  In  most  cases 
these  firms  do  50%  or  more  of  nonaudit 
work.  To  give  up  one  or  two  SEC  clients 
for  a  sole  practitioner  would  be  devastat- 
ing to  the  practice.  With  that  thought, 
the  AICPA  has  urged  the  SEC  to  with- 
draw ASR  264  or  to  issue  a  clarifying 
statement. 

The  SEC  may  do  just  that.  A  "clarify- 
ing" statement  will  likely  be  recom- 
mended for  commission  approval,  ac- 
cording to  SEC  Chief  Accountant  A. 
Clarence  Sampson.  Details  of  the  state- 
ment have  not  yet  been  worked  out, 
Sampson  told  Forbes,  because  his  office 
is  still  plowing  through  the  profession's 
comments  on  ASR  264. 

Part  of  the  clarifying  statement  will 
deal  with  the  section  of  ASR  264  labeled 
"Dependence  on  MAS."  It  states  that 
any  accounting  firm  "which  finds  that  a 
substantial  portion  of  its  aggregate  rev- 
enue arises  from  nonaudit  engagements 
should  seriously  evaluate  the  resulting 
impact  on  its  image  and  .  .  .  impairment 
of  independence."  That  statement,  con- 


cedes Staubs,  "has  the  potential 
fecting  most  firms."  CPAs  argt 
image  and  independence  should 
tied  together — that  impairment 
auditor's  professional  image  won 
necessarily  hurt  its  independenc 
POB  asks  the  commission  to  sim 
quire  that  auditors  be  independe 
not  to  establish  any  requirement 
respect  to  image.  The  SEC  is  expe 
follow  this  recommendation  in  it 
fying  statement. 

Accounting  is  fast  becoming  j 
competitive  profession.  Fee-cut! 
rampant  and  there  is  a  major  e! 
the  advertising  and  expansion  of 
dit  services.  Of  course,  the  fac 
many  small  and  larger  business 
seeking  a  broader  range  of  service 
their  accountants  shows  that  CEl 
filling  a  need.  Whether  other  ki 
firms  can  fill  those  needs  more  efl 
ly  remains  to  be  seen.  What  is  (j 
that  nonaudit  services  are  a  be 
business  for  CPA  firms,  one  tha 
are  willing  to  battle  the  SEC  tool 
nail  to  keep.— Boh  Tamarkin 


What  may  be  good  for  silver  prices  is  definitely 
bad  for  Eastman  Kodak.  How  bad?  That  bad? 


Heigh-ho, 
silver! 


Although  it  wasn't  their  intention,  the 
speculators  who  drove  up  the  price  of 
silver  this  year  have  given  Eastman  Ko- 
dak Co.  stockholders  a  $2  billion  blow  to 
the  solar  plexus.  That's  how  much  mar- 
ket value  Kodak's  162  million  shares 
have  lost  since  volatile  silver  prices 
soared  earlier  this^year. 

It's  no  mystery  that  the  price  of  silver 
is  important  to  Kodak.  In  spite  of  tech- 
nological advances  that  have  reduced 
the  amount  of  silver  used  in  photograph- 
ic film,  a  great  deal  of  it  is  still  re- 
quired—in Kodak's  case,  70  million 
gross  ounces  a  year  (of  which  20  million 
is  reclaimed).  Analysts  who  fellow  the 
stock  say  that  every  $1  change  in  the 
price  of  silver  makes  a  difference  of 
about  $50  million  to  Kodak,  pretax,  or 
about  16  or  17  cents  a  share  after  taxes. 
As  long  as  silver  prices  fluctuated  within 


fairly  narrow  limits  this  didn't  matter 
much.  But  silver  has  nearly  tripled  be- 
tween the  fourth  quarter  of  1978  and  the 
fourth  quarter  of  1979 — after  having 
gone  even  higher — and  Kodak  is  now 
suffering.  Fourth-quarter  earnings  will 
be  off  significantly. 

Nor  is  silver  the  only  raw  material  that 
is  giving  Kodak  trouble  these  days.  Para- 
xylene,  a  key  chemical  used  in  fibers  and 
in  film  base,  has  more  than  doubled  in 
price  since  last  year.  Kodak  uses  other 
oil-based  chemicals  (propane  and  ethane, 
for  example)  and  these,  too,  are  way  up  in 
price.  These  prices  are  more  likely  to  go 
up  further  than  they  are  to  drop.  OPEC, 
too,  is  giving  Kodak  a  bit  of  a  beating. 

As  much  as  it  can,  Kodak  has  been 
raising  prices  to  compensate.  Peter  J.  En- 
derlin,  the  able  analyst  who  follows  the 
photographic  industry  for  Smith  Barney, 


The  Streetwalke 


Harris  Upham  &  Co.,  points  ov 
Kodak  can  do  so  and  still  remain 
the  President's  guidelines.  "Sin 
start  of  the  fourth  quarter,"  El 
says,  "Kodak  has  switched  to  the 
margin  test  to  comply  with  the  I 
lines.  They've  been  raising  prices  »l 
sitized   goods,    especially  X-ra> 
which  uses  lots  of  silver." 

But  add  it  all  up  and  what  do  yc 
In  Forbes'  cover  story  on  the  co: 
(Sept.  3)  we  quoted  analysts  as  estii 
full-year  earnings  at  $6.20  to  $J 
share.  Now  the  same  analysts  are  t 
about  just  above  $6  (which  is  still 
8%  better  than  last  year's  showii 
they  have  scaled  down  their  estimJ 
some  30  cents  a  share  and  the  sto 
dropped  about  10  points  since  the 
ning  of  September! 

What  bothers  the  market,  of  con 
the  prospect  that  in  the  first  H 
1980,  reflecting  both  higher  silver 
and  a  softer  economy,  Kodak's  ea1 
will  continue  to  compare  unfav 
with  the  excellent  first  half  of  197' 
could  mean  three  straight  down  qi 
for  Kodak,  and  we  all  know  ho' 
Street  feels  about  unfavorable  qu. 
reports. 

Hoiv  unfavorable?  Nobody 
knows — which  is  another  reaso 
stock  declined  out  of  proportion 
decline  in  expected  earnings.  As  or 
lyst  puts  it:  "They  could  earn  $i 
year;  or  they  could  earn  $6  to  $7.  T 
where  silver  will  be  next  year  and  I 
you  better  what  Kodak  will  earn." 
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OWTHE  NEW  EATON  PROFITS  FROM  CHANGE 


We're  easing  the  squeeze  in  the  Suez  Canal  with 
air  traffic  control  technology. 


Eaton  electronic  traffic  management  systems. 
They  help  direct  traffic  into  busy  airports.  Soon 
one  will  keep  traffic  moving  in  the  Suez  Canal. 

That  means  22,000  vessels  a  year 
-  including  30%  of  the  world's  tanker 
fleet- will  get  the  information  they  need 
to  steer  clear  every  crowded  mile  be- 
tween Suez  and  Port  Said. 

Designed  and  built  by  Eaton's  AIL 
Division,  this  Vessel 
Traffic  Management 
System  combines 


wso  profit  from 
jge  in  hydrau- 
bir  mining... 


ultra-high  resolution  radar  with  sophis- 
ticated communications,  a  precise 
ship-locating  system,  and  a  computer- 
ized operations  center.  The  result:  a 
new  level  of  efficiency  and  safety  in 
busy  ports  from  Alaska  to  San  Fran- 
cisco, from  New  York  to  the  Mideast. 

Technological  leadership  like  this 
has  helped  Eaton  grow  to  an  annual 
rate  of  $3  billion  in  sales.  For  the  complete  story, 
write:  Eaton  Corporation,  100  Erieview  Plaza, 
Cleveland,  Ohio  441 14. 


and  sophisticated 
hoses  for  industry 
and  farm. 


clutches  and 
adjustable  speed 
drives... 


TOY  BOATS 

1870-1955 
A  Pictorial  History 

By  Jacques  Milet  and  Robert  Forbes 
Foreword  by  Malcolm  Forbes 


"Beautiful  and  timeless,  they  will  conjure  up  the  fantastic  voyages 
taken  by  children  of  all  ages,  everywhere."  The  Star-Ledger 

Here  is  a  colorful  collection  of  rare  tin  and  cast-iron  toy  boats  from  the 
Nineteenth  and  early  Twentieth  Century  that  many  people  have  never  seen. 
These  exquisite  vintage  vessels,  assembled  from  auctions,  dealers  and  collec- 
tors around  the  world,  may  be  admired  and  enjoyed  for  all  time  through  the 

pages  of  Toy  Boats. 

This  magnificent  picture  book  will  delight  both  serious  antique  collectors  and 
anyone  who  is,  or  has  ever  been  admiral  of  a  bathtub  fleet. 
Hardcover  120  pages  9"  x  10%".  $24.95 
154  color,  163  black-and-white  illustrations. 


Toy  Boats  is  available  at  your  bookstore,  or  fill  out  this  coupon  and  send  $24.95  in 
check  or  money  order,  plus  $1.25  for  postage  and  handling  for  each  copy  you  order 
to:  Charles  Scribner's  Sons.  597  Fifth  Ave.,  New  York,  N.Y.  10017.  Please  add 
applicable  sales  tax. 


Enclosed  is  my  check  or  money  order  for  $  

copies  of  "Toy  Boats  1870-1955:  A  Pictorial  History" 

Name  


coverings 


Address. 
City  


Charles  Scribner's  Son 


State. 


_Zip_ 


2495CL 
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So,  what  you've  got  is  a  cost 
on  Kodak  coming  at  the  worst  I 
time — at  the  onset  of  a  recessiol 
lyst  Enderlin  says:  "There's  a  11 
how  much  Kodak  can  raise  pncl 
weakening  economic  environmeil 

That's  the  bad  part  of  the  stor| 
for  the  good. 

To  begin  with,  it's  got  to  be  I 
good  company  that  gets  caught  ir| 
price  squeeze  and  still  suffers  onb 
earnings  damage.  Even  assuming 
earns  the  lower  figure  next  year-l 
is  still  selling  for  just  eight  timtl 
ings.  But,  remember,  $6  in  19l[ 
cellar  figure.  If  you  look  another  y| 
closer  to  $7  a  share  is  likely, 
means  you  can  now  buy  Kodak  f<  I 
times  1981  earnings — or  less.  If  tl  | 
cheap,  then  the  old  standards  nd 
exist.  There  is  also  the  dividend 
with  a  good  dividend  increase  thl 
and  the  usual  year-end  extra,  K<[ 
paying  out  a  little  less  than  half  i j 
ings.  So,  the  dividend  is  safe  anc 


What  bothers  the  markl 
the  prospect  that  in  the  r 
half  of  1980,  reflecting 
higher  silver  prices  ai| 
softer  economy,  Kodak's 
ings  will  continue  to  conl 
unfavorably  with  the  c| 
lent  first  half  of  1979;  [ 
could  mean  three  sfcr  I 
down  quarters  far  Kodak] 


even  be  raised  as  Kodak  is  cash 
($1.2  billion)  and  has  traditional 
out  a  bit  over  half  its  earnings.  Th 
this  stock,  which  formerly  yielded 
3%,  now  yields  6%  on  a  hand 
protected  dividend. 

Remember,  too,  that  this  tech 
cally  alert  giant  is  spending  ove 
million  this  year  on  research  and 
opment.  With  this  research  Kod 
been  reclaiming  silver  and,  on 
basis,  reducing  the  amount  of  si 
consumes,  as  well  as  spewing  oi 
products.  This  huge  stream  of  RS\ 
kind  of  untaxed  reinvestment 
cannot  help  but  benefit  stockhoh 
the  future. 

Brenda  Lee  Landry,  Merrill  I 
respected  photography  analyst 
.scribes  the  situation  very  well.  ' 
silver  prices  have  affected  Kodak 
more  psychologically  than  in  te: 
actual  earnings  decline,"  she  say 
conclusion  is  perfectly  clear:  If  y 
pect  silver  prices  to  go  through  tl 
again,  you  won't  be  thrilled  wii 
dak's  current  prospects,-  but  if 
superior  long-term  investment  y 
looking  for,  it  would  be  hard  tl 
Eastman  Kodak  at  eight  times  ea\ 
yielding  6%,  virtually  debt-free  ani 
ed  with  cash.— Howard  Rudnitsky 
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READY  FOR  A  VIDEO 
CASSETTE  RECORDER? 

NOBODY  IS  MORE  READY 
FOR YOU THAN 
MAGNAVOX. 


CAMERA  MODEL  8244 


MAGNAVOX  IS  READY  WITH  EVERY 
CONCEIVABLE  CASSETTE  RECORDER 
AND  CAMERA  YOU  COULD  WANT. 

Record  for  up  to  6  hours  with  our  basic 
Video  Cassette  Recorder  (Model  8222).  It  lets 
you  watch  one  program  and  record  another 
for  viewing  later  on.  Has  a  precise  electronic 
timer  that  will  turn  the  recorder  on  and  off 
when  you're  away  from  home.  A  3-digit  tape 
counter  lets  you  easily  locate  a  particular  tape 
section. 

Choose  the  TV  shows  you  want  to 
record  up  to  one  week  in  advance!  That's 
just  one  of  the  amazing  features  of  our  deluxe 
Programmable  Touch-Tune™  VCR  (Model  8227). 

Record  anywhere  with  Magnavox  port- 
able systems.  There's  the  basic  portable  VCR  . 
system  (Model  8271 ).  And  the  sophisticated 


Portable  Programmable  Touch-Tune  VCR  system 
(Model  8273).  Just  add  our  color  video  sound 
camera  and  you  can  tape  over  one  continuous 
hour  away  from  home. 

Record  in  thrilling  color,  with  life-like 
sound,  with  our  deluxe  Color  Video  Sound 
Camera  (Model  8244).  It  features  a  5X  zoom 
lens,  power  zoom,  automatic  iris,  and  built-in 
condenser  mike. 

Magnavox  is  ready  for  you  with  many, 
many  more  models.  Get  the  total  picture  at 
your  Magnavox  dealer. 


mm 


WE  MAKE  STAYING  HOME  FUN. 


©  197S  MAGNAVOX  CONSUMER  ELECTRONICS  CO 


he  matchmakers 


Burroughs  modular  terminals  give  you  the  flexibility  to 
match  your  precise  requirements  And  their  advanced  desigrl 
allows  you  to  expand  at  any  time  without  disruption.  §01 


Burroughs  Modular  Terminals  (BMT™)  offer  almost 
unlimited  configuration  flexibility.  And  greater 
economy  in  overall  data  communications  costs. 

Displays,  keyboards,  printers,  magnetic  card 
readers,  memory  subsystems  and  more  can  be 
structured  into  a  network  that  matches  the  job  at  each 
work  station  with  the  exact  terminal  for  that  job. 

Each  BMT  terminal  system  is  driven  by  its  own 
microprocessor,  a  tiny,  but  powerful,  programmable 
computer  with  its  own  memory. 

This  microprocessor  supplies  processing 
intelligence  for  the  terminals.  And  for  application 
programs,  data  storage  and  peripherals. 

It  eliminates  the  need  for  separate  communi- 
cations controllers.  And  it  allows  the  terminals 
to  be  programmed  for  alternate  functions. 

You  can  also  incorporate  new  hardware  without 


systems  reprogramming.  You  can  change  and  expan 
your  network,  and  take  advantage  of  new  BMT 
developments,  without  having  to  revise  programs  o: 
replace  equipment. 

And  remember,  when  you  buy  a  Burroughs 
system,  you  get  more  than  just  equipment.  You  get 
the  bonus  of  dealing  with  a  total  capability  compan 
with  90  years  experience.  And  the  security  of  knowin 
the  whole  Burroughs  organization  is  behind  you. 

We  call  it  "Total  System  Support'.'  Hardware, 
system  software,  application  programs,  customer 
training,  maintenance  — even  the  business  forms  an 
supplies  you  need. 

For  additional  information,  call  your  local 
Burroughs  office  or  write  Burroughs  Corporation, 
Dept.  FRB-10,  Burroughs  Place,  Detroit, 
Michigan  48232. 
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Statistical  Spotlight 


neither  dice  nor  numerology?,  but  an  easy 
V  of  identifying  some  interesting  stocks. 


tforman  Weinger's 
triple  sixes 


an  j 
i| 

i  roll  two  sixes  in  craps  you're  out 
game,  but  the  stock  market  isn't 
the  same  as  a  crap  game.  So  says 
i  lheimer  &  Co.'s  Norman  Weinger, 
thinks  that  if  you  can  roll  three 
in  a  row  you've  got  a  stock  that's 
i  buying.  Using  his  own  computer 
i  Weinger  has  come  up  with  138 
>  (listed  on  the  NYSE,  Amex  and 
narkets)  that  meet  his  criteria, 
e's  how  Weinger,  a  certified  public 


accountant  turned  financial  analyst,  de- 
fines his  triple  sixes: 

1 )  A  yield  over  6% .  This  is  comfortably 
above  the  5.4%  yield  on  the  Standard  & 
Poor's  400  industrials.  His  138  issues  av- 
erage 8%.  If  the  yield  is  less  than  6%,  off 
the  list  you  go  even  if  you  meet  the  other 
two  criteria. 

2)  A  price/earnings  multiple  of  6  or 
less,  again  comfortably  below  that  for  the 
S&P's  400  industrials,  which  currently 


sells  at  7.7  times  trailing  12-month  earn- 
ings. Weinger's  list  averages  a  P/E  of  4.4. 

3)  A  stock  price  that  does  not  exceed 
60%  of  book  value.  Compare  this  with 
the  117%  ratio  on  the  S&P's. 

Weinger  believes  that  his  three-way 
approach  to  stock  value  offers  strong  pro- 
tection to  the  investor.  Look  at  it  this 
way:  His  average  stock  yields  8%,  sells  at 
a  P/E  of  4.4  and  at  about  half  book  value. 
That  means  it  is  producing  a  handsome 
yield,  covered  nearly  three  times  over  by 
earnings.  Its  earnings  yield — the  recipro- 
cal of  the  P/E — is  about  23%,  which  is 
comfortably  above  the  inflation  rate. 
And  that  big  discount  from  book  value 
means  that  you  are  buying  a  share  in 
solid  assets  at  a  throwaway  price.  Each  of 
these  stocks  is  cheap,  not  just  in  one  or 
two  ways  but  by  three  measurements. 

The  doomsayers  urge  investors  to  buy 
collectibles — old  baseball  cards,  Norman 
Rockwell  lithographs,  even  yesterday's 
junk  masquerading  as  antiques.  Says 
Weinger:  "At  present  prices  these  stocks 
on  my  triple-six  list  are  the  real  bargain- 
priced  collectibles."— Robert)  Flaherty  and 
Maria  Uitorraca 


Magic  sixes? 


ile  the  overall  stock  market  is  cheap  historically,  these  stocks  screened  by  Oppenheimer  &  Co.'s  computers  appear 
per  still.  Each  one  has  a  price/earnings  ratio  under  6,  yields  over  6%  and  sells  for  under  60%  of  book  value. 


pany 


Current 
yield 


Indicated 
dividend 


Price/ 
earnings 


Latest 
12-months 
EPS 


Recent 
price 


52-week 
price  range 


Book 
value* 


Price 
to  book 


Debt/ 
equityt 


:rican  Fletcher 
ron 
hor  Hocking 
strong  Rubber 
n  Industries 


7.1% 

7.4 

8.1 

6.8 

9.2 


$1.24 
1.20 
1.20 
1.20 
1.12 


4.4 
4.4 
4.9 
4.0 
4.4 


$3.92 
3.66 
3.01 
4.46 
2.78 


17% 

16'/8 
147/8 
17% 
12l/8 


19  -16>/4 
21  -15% 
21  -14'/8 
257/8-17'/8 
16%-11 


$31.13 
36.34 
26.36 
69.48 
22.70 


.56 
.44 
.56 
.26 
.53 


22% 

63 

32 

70 

70 


nta  Gas  Light 
ntic  Bancorp 
Ohio 

:  of  Virginia 
:ers  Trust  New  York 


10.2 
6.1 

7.5 
8.8 
8.4 


1.44 
0.80 
1.40 
1.16 

3.30 


5.0 
4.7 
4.8 
4.1 
4.6 


2.81 
2.78 
3.93 
3.22 
8.62 


14'/8 
13'/s 
18y4 

13% 

39 '/4 


i7'/8-i3y4 

15  -11 V* 
22%-18% 

16  -12% 
48'/8-327/s 


24.44 
24.52 
36.39 
26.41 
70.33 


.58 
.54 
.52 
.50 
.56 


134 

28 
2 
82 
48 


anks 
line 

iings 

3n  Edison 
swick 


8.0 
9.3 
6.8 
12.0 
6.9 


2.50 
0.50 
0.54 
2.44 
0.80 


4.4 

4.2 
3.8 
5.8 
5.2 


7.17 
1.27 
2.12 
3.51 
2.25 


31% 

5% 
8 

20 1 4 
1  1sm 


34%-28 
7%-  5% 
9   -  6% 
24y4-197/s 
15%- 107s 


54.78 
12.60 
13.78 
38.49 
21.88 


.57 
.45 
.58 
.53 
.53 


13 
24 
49 
140 
60 


gton  Industries 
tol  Food  Industries 


ral  Soya 


9.3 
6.7 
9.2 
6.5 
7.5 


1.40 
0.20 
2.20 
0.75 
0.84 


5.5 
5.1 
4.1 
3.4 
5.0 


2.73 
0.59 
5.92 
3.43 
2.23 


15'/8 

3 
24 
11% 
11  lA 


18V2-15 
5   -  27/s 
29'/4-22'/2 
17%-107s 
14%-11 


37.61 
8.11 
45.67 
30.17 
19.25 


.40 
.38 
.53 
.38 
.58 


43 
47 
45 
28 
44 


t  annual  report  plus  earnings  minus  dividends  to  date. 
.  Standard  &  Poor's  Compustat  Service. 
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Magic  sizes? 


Company 


Current 
yield 


Indicated 
dividend 


Price' 
earnings 


Latest 
12-months 
EPS 


Recent 
price 


52-week 
price  range 


Book 
value* 


Price 
to  book 


Centran 

Champion  Products 
Chemical  New  York 
City  Investing 
Cluett  Peabody 


Craddock-Terry  Shoe 
Crornpton  &  Knowles 
CrownAmerica 
Cummins  Engine 
Danly  Machine 


9.3% 

6.5 

8.8 

6.8 

6.8 


$2.16 
1.00 
3.16 
1.20 
0.60 


3.7 
4.6 
4.1 
3.6 
4.9 


$6.29 
3.34 
8.76 
4.96 
1.80 


23  % 
15  Mi 
36 
17% 

87s 


28% -22% 
17%-14 
44%-34 
22  -13 
12'/2-  8% 


$44.60 
28.08 
71.94 
37.85 
21.57 


6.9 
6.9 
11.4 
6.3 


0.66 
1.04 
0.50 
1.80 
1.80 


4.9 
5.1 
4.5 
4.1 
3.3 


1.93 
2.96 
0.97 
6.98 
6.15 


9% 
15 

4% 
28% 
20  % 


12%-  7% 

18'/4-125/8 

6%-  4 
39%-277s 
24'/4-16'/2 


19.25 
26.13 
9.89 
55.57 
37.02 


.52 
.55 
.50 
.47 
.41 


Collins  &  Aikman  9.3  0.72'  4.4  1.77  7%  10%-  7%  15.18  .51 

Columbus  Mills  8.0  0.32  3.0  1.33  4  7%-  3%  10.76  .38 

Consolidated  Edison  of  NY  11.1  2.44  5.1  4.29  22  25    -21  43.57  .50 

Cook  Industries  6.8  0.40  5.8  1.01  5%  8%-  5'/4  10.47  .56 

Cooper  Tire  &  Rubber  7.8  0.80  3.7  2.79  10%  17    -10'/8  27.59  .37 


.49 
.57 
.44 
.52 
.55 


Dibrell  Bros 
Donovan  Cos 
Douglas  &  Lomason 
Equimark 

Firestone  Tire  &.  Rubber 


7.3 
11.0 

6.2 
10.2 

6.9 


1.00 
0.96 
0.60 
0.96 
0.60 


4.4 

5.8 
3.5 
5.3 
5.1 


3.11 
1.51 
2.74 
1.77 
1.70 


13% 
8% 
9% 
9% 
8% 


16%-13 

11%-  7'/2 
12'/4-  9% 

11  %-  9 
13%-  8% 


25.16 
19.76 
26.74 
28.71 
24.94 


.55 
.44 

.36 
.33 
.35 


First  &  Merchants 

First  Atlanta 

First  Chicago 

First  National  Bancorp 

First  National  Boston 


8.1 
7.7 
7.9 
6.5 
7.7 


1.60 
0.88 
1.20 
1.08 
2.20 


4.5 
4.6 
4.6 
4.2 
4.4 


4.44 
2.47 
3.31 
3.94 
6.48 


19% 
11% 
15% 

16l/2 

28% 


23  -17'/4 
14%-10% 
19%-14% 
20%- 16 
33% -25 


36.66 
21.94 
29.51 
27.53 
51.49 


.54 
.52 
.51 
.60 
.56 


First  National  State  Bancorp  10.8  2.20  4.7  4.29 

First  Union  Bancorp  8.1  2.20  4.5  5.97 

Foodarama  Supermarkets  10.0  0.50  3.7  1.35 

Ford  Motor  11.0  4.00  3.3  10.90 

GAF  7.2  0.68  4.6  2.06 


20% 
27 
5 

36  % 

9% 


25% 
30 

7%- 
45%- 
13  %■ 


-20% 

-25% 

-  4% 
-36 

-  9% 


36.91 
47.39 
16.19 
87.97 
27.00 


.55 
.57 
.31 
.41 
.35 


Gamble-Skogmo 

General  Public,  Utilities 

General  Tire  &  Rubber 

Girard 

BF  Goodrich 


6.5 
13.3 
7.5 
8.0 
7.7 


1.50 
1.00 
1.50 
1.88 
1.44 


4.3 
3.9 
4.8 
3.9 
3.6 


5.35 
1.90 
4.13 
6.02 
5.22 


23% 
7% 
20 
23% 
18% 


33%- 
18%- 

27  - 

28  - 
24  - 


22% 
■  7% 
19 

■19% 
16% 


56.39 
22.61 
42.55 
41.19 
54.29 


.41 

.33 
.47 
.57 
.35 


Greater  Jersey  Bancorp 
Hammermill  Paper 
Hannaford  Bros 
Harris  Bankcorp 
Hart  Schaffner  &  Marx 


8.7 
7.9 
8.0 
8.0 
8.4 


1.00 

1.50 
0.88 
2.00 
0.88 


4.2 
4.7 
4.3 
4.9 
4.5 


2.75 
4.06 
2.53 
5.06 
2.32 


11% 

19 

11 

25 

10% 


13%- 
24%- 
15%- 
34%- 
15%- 


■10% 

18 

10% 

■23% 

10 


25.26 
36.48 
18.42 
48.61 
24.80 


.46 
.52 
.60 
.51 
.42 


Hartford  National 
Huntington  Bancshares 
IC  Industries 
Inland  Steel 
Interlake 


9.3 
6.6 
7.4 
9.3 
9.0 


1.40 
1.76 
1.84 
2.80 
2.20 


4.4 
3.9 
5.0 
4.0 
4.2 


3.42 
6.92 
5.00 
7.42 
5.81 


15 

26% 
24% 
30 
24% 


17%- 
35  - 
30%- 
40%- 
29%- 


14% 

26 

■22% 

29% 

■21% 


29.89 
47.96 
63.55 
62.74 
47.56 


.50 
.56 
.39 
.48 
.52 


International  Harvester 
International  Tel  &  Tel 
Irving  Bank 
Johns-Manville 
Kahler 


Key  Banks 
Key  Co 
Leslie  Fay 

Libbey-Owens-Ford 
Lincoln  First  Banks 


6.8 
8.6 
7.4 

8.3 
6.7 


2.50 
2.20 
2.44 
1.92 
1.50 


3.8 
5.3 
4.4 
4.9 
5.6 


9.63 
4.79 
7.57 
4.77 
3.99 


36% 

25% 

33 

23% 

22% 


45%- 
30%- 
38%- 
27%- 
22%- 


■32 

•24% 

•28% 

21% 

19 


66.10 
43.21 
57.41 
39.15 
38.30 


10.0 

6.5 
7.2 
9.6 
9.4 


1.20 
0.30 
0.48 
2.35 
2.00 


4.0 
4.1 
4.1 

4.5 
3.6 


3.00 
1.14 
1.60 
5.42 
5.92 


12 

4% 
6% 
24% 
21% 


14%- 
'  6%- 
9  - 
28%- 
28%- 


11 

•  3% 
6% 
23 
20% 


24.29 
8.95 
11.81 
41.90 
50.99 


.56 
.59 
.57 
.59 
.59 


.49 
.52 
.56 
.58 
.42 


Long  Island  Lighting 
Magic  Chef 

Manufacturers  National 
Marine 

Methode  Electronics 


12.8 
8.1 
8.8 
6.3 
7.6 


1.78 
0.60 
2.20 
1.68 
0.40 


5.6 
4.1 
3.7 
4.4 
3.9 


2.46 
1.78 
6.73 
6.12 

1.33 


13% 
7% 
24% 
267s 
5% 


18% 
11% 
29 
29% 
7% 


-13% 

-  7% 
-23  % 
-24% 

-  4% 


63.75 
14.86 
46.71 
48.45 
9.75 


.22 
.50 
.53 
.55 
.54 


"Latest  annual  report  plus  earnings  minus  dividends  to  date. 
Source  Standard  6  Poor's  Compustal  Sen  ice 
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FORBES,  DECEMBER 


DIL  AND  GAS 
.EXPLORATION 
AND 

DEVELOPMENT 


^ICOR  will  have  more  than  $300  million 
nvested  by  year-end  in  oil  and  gas 
iperations. 

rhese  expenditures  place  us  among  the 
arger  independent  oil  and  gas  companies 
n  the  U.S.  with  interests  in  26  states 
md  Canada.  Areas  where  our  subsidiaries 
)wn  interests  in  30,000  leases  and 
;xpect  to  participate  in  the  drilling  of 
500  wells  during  1979. 

3ne  of  our  subsidiaries,  NICOR 
Exploration,  recently  purchased 
70,000  net  acres  of  leases  in  north- 
western Oklahoma,  Kansas  and  Texas, 
.eases  that  contain  a  number  of  good 
>il  and  gas  prospects . . .  including 
ome  already  under  development. 

n  addition,  we  have  extensive 
nterests  in  the  deeper  part  of  the 
\nadarko  Basin  in  Oklahoma,  the 
Villiston  Basin  in  North  Dakota 
ind  along  the  Texas  and 
-ouisiana  Gulf  Coast  both 
>nshore  and  offshore. 


Still  another  subsidiary  is  participating 
in  the  development  of  a  significant  gas- 
condensate  discovery  in  Texas  state 
waters  near  Corpus  Christi. 

And  these  interests  are  beginning  to 
pay  off  as  our  energy  reserves  of  both 
oil  and  gas  continue  to  increase. 

NICOR  continues  expansion  and 
growth  in  other  energy  areas  as  well. 
Like  natural  gas  distribution;  coal 
leasing,  mining  and  gasification; 

contract  drilling  for  oil  and  gas 
operators;  marine  transportation 
and  repair;  and  other  mineral 
exploration.  That's  why  we're 
known  as  "The  Basic  Energy 
Company." 


NICOR 

The  Basic  Energy  Company 


Magic  sizes? 


Price/ 

Latest 

Current 

Indicated 

earnings 

12-months 

Recent 

52-week 

Book 

Price 

Company 

yield 

dividend 

ratio 

EPS 

price 

price  range 

value* 

to  book 

J  Michaels 

7  70/ 
f.Z/o  ■ 

iU.oo 

1  3 

J.O 

cn  01 

c 

J 

13/.  A 
J  /4 —  4 

c  1  a  no 
*  14. us 

3A 
.00 

\A  j  j  -  Ki  can  Mi  t  i  on  n  1 

6.7 

1.20 

3.8 

4.75 

18 

25I/2-17'/2 

30.73 

.59 

Midlantic  Banks 

8.5 

2.16 

3.5 

7.31  ' 

25l/2 

307.-23 

51.57 

.49 

Morton  Shoe 

6.7 

0.32 

3.7 

1.28 

4y4 

7   -  4% 

12.58 

.38 

National  Standard 

8.9 

1.24 

5.1 

2.70 

137/8 

1778-13% 

26.38 

.53 

National  Steel 

Q  Q 

o.y 

7  ah 
z.ou 

3  0 

o.y 

7  45 
/  .4o 

zy  /4 

5C1/,  771A 
O  J  /2 — Z  /  /2 

7171 

/  1 .  /  1 

A  1 

8.5 

1.64 

3.6 

5.38 

19'/4 

24%-18% 

36.27 

.53 

Norfolk  &  Western  Railway 

8.1 

1.92 

4.2 

5.67 

23% 

287s-21% 

42.74 

.56 

Norlin 

8.8 

1.60 

3.8 

4.82 

18'/4 

2574-17% 

50.12 

.36 

Northern  Trust 

6.6 

2.20 

5.1 

6.47 

33% 

41'/4-32'/4 

57.02 

.58 

Northwestern  States  Port  Cement 

7  O 

/  .7 

1  .oU 

a  n 
4  .u 

1  A3 

7  7  3/. 
ZZ  /4 

31         7  13/. 
O  1      — 1  /4 

AC\  AO 

4u.oy 

1A 
JO 

Onplilfa  M^nnfarriirinp 

8.0 

0.84 

4.4 

2.40 

10V2 

I3I/4—  9'/2 

24.34 

.43 

Oriole  Homes 

6.8 

0.65 

3.2 

3.02 

9S/8 

14    -  772 

17.41 

.55 

Outboard  Marine 

6.4 

0.70 

5.4 

2.00 

10% 

19%- 10% 

32.97 

.33 

Owens-Illinois 

6.7 

1.26 

4.3 

4.39 

187/s 

2278-1 7 '/8 

40.85 

.46 

Oxford  Industries 

A  7 

n  Aft 

U.Oo 

'+.D 

7  7  1 
Z.Z  1 

1U  /8 

1  ^  1 A        ft  7A 
1Z  /4—  0/8 

ZO.  10 

A  A 

Philadelphia  National 

8.3 

2.40 

3.9 

7.43 

29 

33%-27 

52.79 

.55 

Philips  Industries 

6.4 

0.32 

4.0 

1.25 

5 

672-  47s 

8.76 

.57 

Philips  NV 

6.8 

0.74 

5.2 

2.10 

107/8 

13  -1072 

32.32 

.34 

Pneumatic  Scale 

6.2 

1.00 

6.0 

2.71 

16'/8 

2678-15% 

27.58 

.59 

Pratt  cxLambert 

o  i 

y.  j 

i  l  n 

1 .  1U 

i  a 

J.O 

7  no 
z.uy 

11/8 

1  Ai/a  1  ns/o 

14v8 — 1U  /8 

77  11 

ZZ.  ID 

17 
.  jZ 

Provident  National 

8.5 

2.10 

4.9 

5.00 

24% 

30  -22 

45.36 

.54 

Raybestos-Manhattan 

7.0 

1.60 

5.5 

4.19 

22% 

37  -21% 

50.05 

.46 

Realex 

6.7 

0.48 

4.4 

1.63 

7>/g 

9   -  674 

13.98 

.51 

Reece 

7.5 

0.60 

5.6 

1.44 

8 

1074-  77s 

15.34 

.52 

Republic  Steel 

0  0 

y.y 

7  11 

0  ft 
Z.o 

0  7  ft 

y.zo 

7  13/, 

ZJ  /4 

3  1        7  7  M, 
Ol      -  -ZZ  /8 

yz.  j  j 

7ft 
.Zo 

Reynolds  Metals 

7.1 

2.20 

3.5 

8.93 

31 

395/s-28% 

59.13 

.52 

Riegel  Textile 

9.4 

1.60 

4.8 

3.55 

17 

18%-1574 

36.66 

.46 

Robertshaw  Controls 

7.7 

1.30 

5.9 

2.86 

16% 

2274-1678 

29.08 

.58 

Roper 

8.7 

0.90 

5.4 

1.93 

10% 

117s-  9% 

18.71 

.55 

Russ  Togs 

1U.  1 

n  as 

U.oo 

i  n 

J.U 

1  71 

1 .  /  J 

ft  v. 
0  "4 

1  1  1/D  Q3/. 
1  1  78—  8/4 

117ft 
1  J.Zo 

c  7 

-J  / 

Seaboard  Coast  Line  Industries 

8.3 

2.20 

3.3 

8.10 

26'/2 

327s-2472 

88.68 

.30 

Seligman  &  Latz 

13.5 

1.20 

5.7 

1.55 

8% 

14-8 

17.10 

.52 

Shawmut 

7.4 

2.40 

4.2 

7.70 

32  V2 

39  -2872 

81.23 

.40 

Sheller-Globe 

8.8 

0.70 

3.1 

2.58 

8 

11%-  7% 

24.89 

.32 

AO  <\mitKi 

ft  i 

O.J 

1  AC\ 
I  -4U 

7  ft 

i  aft 

J.OO 

1  A3/„ 
10/8 

7  71/.  lA3/» 
ZZ 74  — 10/8 

aa  on 

44.  oU 

37 

Society 

6.6 

1.20 

3.7 

4.93 

18'/s 

21  7?— 1674 

32.35 

.56 

Southern  Pacific 

7.7 

2.40 

4.8 

6.56 

31'/4 

37%-25 

75.80 

.41 

Sperry  &  Hutchinson 

6.8 

1.00 

4.3 

3.40 

145/8 

18  -12% 

26.00 

.56 

Springs  Mills 

7.6 

1.20 

4.0 

3.98 

15% 

18%- 14 

37.74 

.42 

7  (J 

i  17 

1  3 
J.O 

3  AO 

o.oy 
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Sterchi  Brothers  Stores 

6.7 

0.68 

4.5 

2.26 
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1174-  8% 

17.08 

.59 

JP  Stevens 

8.6 

1.20 

4.1 
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7.9 

1.20 

3.8 

4.01 

15'/4 

20%-14% 

29.51 

.52 

^tri  wnn  H  trf1  A  f^l  r\t  n  i  f»r 

a  n 
o.u 

1  Af\ 
1  .4U 

4.U 

C  QA 

3.o4 

Til/ 
AO  74 

Ly    —21 V2 

DO.Z4 

A  1 

Sun  City  Industries 

A  7 

c  c 

O.  D 

n  Aft 

U.Oo 

O  /4 

C  1 A        3  3  A 
J  /2 —   O  /8 

7  AO 
r  .OU 

AQ 

Tonn 

6.1 

0.80 

4.7 

2.77 

13'/2 

17%- 10% 

27.50 

.48 

Tri-State  Motor  Transit 
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3.6 
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19.16 

.47 

United  Jersey  Banks 

10.3 

1.04 

4.2 

2.43 
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Victory  Markets 

67 
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4.3 
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3 
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7.69 

.40 

Village  Super  Market 
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0.40 
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.46 

Wickes 
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1.04 

4.2 

3.31 

14 
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.57 

Woodstream 

7.5 

0.60 

4.4 

1.82 

8 

1472-  7% 
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4 


•Latest  annual  report  plus  earnings  rr:inus  dividends  to  date. 
Source.  Standard  &  Poor's  Comptistat  Service 


tLong-term  debt/common  equity. 
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InCorp. 
Diversified  financial  services 
growing  together. 

As  diverse  as  our  financial  services  may  be,  they  have  at  least  one 
characteristic  in  common -growth. 

And  the  growth  of  our  banking  business  and  our  non-bank  subsidiaries 
has  meant  growth  for  InCorp. 

Total  assets  have  risen  to  $3.2  billion  with  a  return  on  assets  of  85  basis 
points  (the  1978  Keefe,  Bruyette  &  Woods,  Inc.  Bank  Index  industry  average 
was  66  basis  points)  and  a  return  on  equity  of  16%. 

Diversity  helped  to  increase  our  third  quarter  1979  earnings  by  26% 
over  the  third  quarter  of  1978. .  .to  $1.02  per  share  from  $.81  per  share.  Third 
quarter  1979  earnings  were  up  relative  to  our  second  quarter  1979  earnings  as 
well,  marking  the  15th  consecutive  quarter-to-quarter  increase  for  InCorp. 

Total  earnings  through  the  third  quarter  of  1979  exceeded  $18  million, 
which  represents  a  significant  step  toward  a  second  consecutive  year  of  record 
earnings. 

We  have  also  recognized  the  importance  of  geographic  diversity.  Today 
we  have  over  200  locations  in  24  states,  as  well  as  several  offices  overseas. 

For  the  future,  our  opportunities  for  growth  are  excellent.  We  have 
learned  through  experience  that  a  financial  services  company  is  more  likely  to 
grow  when  it  rests  on  a  foundation  of  business  and  geographic  diversity. 

**** 

Z  INCORP 

*00l  INOUSTBIAL  NATlOMAl  COOP 

Diversified 
financial  services 
growing  together. 

For  our  annual  report  write: 
Georgina  Macdonald 
Director,  Corporate  Communications 
InCorp 
55  Kennedy  Plaza 
Providence,  Rhode  Island  02903 
or  call:  (401)  278-5879 

NYSE-INB    Stock  page  listing -Indl  Natl 
Dividends  paid  every  year  since  1792 

ndustnal  National  Bank,  Providence,  RI  •  Inleasing  Corp.,  Providence,  RI  •  Ambassador  Factors  Corp.,  New  York,  NY  •  Mortgage  Assoc.,  In*.., 
Milwaukee,  WI  •  Kensington  Mortgage  &  Finance  Corp.,  Milwaukee,  WI  •  Southern  Discount  Co.,  Atlanta,  GA  •  Information  Sciences,  Inc., 

>vidence,  RI  •  Westminster  Properties,  Inc.,  Providence,  RI  •  International  Appraisal  Co.,  Paramus,  NJ  •  Industrial  International  Bank,  New  York, 
NY«  Industrial  Capital  Corp.,  Providence,  RI  •  Industrial  National  Mortgage  Co.,  Providence,  RI  'C-O-M  Service  Bureau,  Inc.,  Boston,  MA 


Faces 

Behind  rIhe  Figures 


Edited  by  Robert  J.  Flaherty 


Harold  U 

For  all  the  publicity  aboufits  $320  mil- 
lion writeoff  of  a  Quebec  pulp  mill,  ITT's 
most  intractable  problem  is  in  its  Euro- 
pean consumer  electronics  group,  which 
grinds  out  TV  sets  and  audio  equipment. 
The  pulp  mill  was  a  one-shot  disaster; 
consumer  electronics  could  easily  lose 
$50  million  this  year. 

Why  not  just  amputate  it,  as  ITT  is 
doing  with  the  pulp  mill?  For  one  thing, 
it  is  big— about  $900  million  in  annual 
sales — and  it  was  the  special  baby  of  Har- 
old Geneen.  The  Great  Man  is  retiring — 
this  time  for  real — on  Dec.  31  to  be  suc- 
ceeded by  Rand  V.  Araskog,  48.  Araskog 
would  hardly  have  won  Geneen's  favor 
had  he  advocated  killing  the  baby.  (Aras- 
kog's  predecessor,  Lyman  C.  Hamilton 
Jr.,  reportedly  lost  his  job  for  doing  so.) 
Now  it's  Araskog's  baby,  too.  Geneen 
had  delegated  responsibility  for  the  Euro- 
pean consumer  operation  to  an  executive 
VP,  Maurice  R.  Valente,. but  Valente  re- 
signed last  month  to  become  president  of 
RCA.  Did  Valente  quit  ITT  because  he 
didn't  like  the  hot  seat?  Not  at  all,  he 
assured  Forbes:  "I  was  offered  a  better 
job."  Valente  now  has  a  good  chance  of 


Corrigan  of  Fairchild  Camera  and  Instrument  Carp 

Six  months  after  hejbund  a  white  knight,  it  was  time  to  go. 


rising  to  RCA's  top  spot  when  soon-to- 
be-Chairman  Edgar  Griffiths  retires;  his 
chances  of  the  top  spot  at  ITT  were 
about  nil,  since  Araskog  was  younger. 

Back  to  ITT.  Some  ITTers  call  Araskog 
"Harold  n."  Like  Geneen  he's  a  driven 
man  who  thinks  nothing  of  putting  in  an 
80-hour  work  week  and  treats  jet  lag  as 
just  another  occupational  hazard.  He 
won't  want  to  mar  his  first  year  at  the 
top  with  a  loss  in  Europe  on  consumer 
goods.  It's  not  easy  to  succeed  a  man  like 
Harold  Geneen.— David  Bank 


Araskog  of  ITT 


Valente  of  RCA 


Araskog  irfll  have  to  mind,  his  own  baby,  white  Valente  minds  RCA. 


Right-way  Corrigan 

When  Gould  Inc.  first  proposed 
quire  Palo  Alto,  Calif. -based  Fa 
Camera  &  Instrument  Corp.  for 
$300  million  in  cash  and  Gould  coi 
last  April,  Wilfred  J.  Corrigan,  Fair 
chairman  and  CEO,  began  to 
around  for  a  white  knight.  Even 
could  ward  off  Gould's  bid,  Corrig 
ured  there  would  be  others.  Cc 
eventually  found  his  way  to  Sd 
berger  Ltd.,  the  big  (1978  revenue 
billion),  diversified  oil  services  fir 
though  Gould  subsequently  swe« 
its  bid,  Corrigan  says  he  was  never 
ested.  He  figured  Gould  "didn't  ha 
money  to  buy  Fairchild  and  then  fi 
our  future  growth"  in  the  capital- 
sive  semiconductor  business.  Sc 
berger,  in  contrast,  had  more  than 
the  $363  million  needed  to  acquin 
child  in  cash  and  equivalents 
books  before  it  made  its  offer  last  1* 

Now  that  he  has  guided  Fairchi 
the  arms  of  Schlumberger,  howevei 
rigan  is  leaving.  Schlumberger  ret 
appointed  Thomas  C.  Roberts,  wh 
the  company's  vice  president  and 
financial  officer,  as  Fairchild's  pre 
and  CEO,  and  Corrigan  says  he  wi 
up  the  chairmanship  in  February. 

Corrigan  insists  that  the  decisi 
leave  Fairchild  was  his  and  that  he 
stay  on  if  he  wanted  to.  "I  proi 
Schlumberger  that  I  would  stay  on 
least  six  months  after  the  acqui 
was  completed,"  he  says,  "but  aft 
ing  CEO  of  my  own  company  fo 
years,  I  just  didn't  want  to  becoir: 
president  of  a  subsidiary." 

Corrigan  says  he  isn't  "makin 
decisions  at  this  time"  about  wha 
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GREAT  BUILDERS  OF  AMERICA 


John  A. 
Roebling 


Washington 
Roebling 


1883:  the  spectacular  Brooklyn  Bridge  opens.  And  engineers  call  it:  "The  Eighth  Wonder  of  the  World  ." 

The  Roebli  ngs  and  the  Brooklyn  Bridge. 
It's  time  for  a  new  age  to  begin. 

When  the  Brooklyn  Bridge 
opened  in  1883,  our  nation 
celebrated.  The  world's  first 
modern  suspension  span  was 
up.  And  remains  today  a  monu- 
ment to  Roebling  ingenuity  . 
Throughout  history,  America's  great  building  projects 
have  contributed  to  the  growth  and  prosperity  of  our  country. 
America's  bridges  now  need  help  in  a  big  way.  One  out 
of  five  is  obsolete  or  structurally  deficient.  The  time  has 
come  for  us  to  rehabilitate  them  or  build  new  ones.  And  the 
sooner  we  act,  the  less  costly  it's  going  to  be. 

Lone  Star  is  America's  leading  cement  company.  We're 
also  one  of  the  biggest  and  most  successful  suppliers  of 
aggregate  and  ready-mix  concrete  for  construction. 
Lone  Star  Industries,  Inc.,  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830.  A  great  American  builder. 


^TLONESTAR 
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do  next.  No  one  would  be  surprised, 
though,  to  see  the  41 -year-old  Corrigan 
heading  up  another  electronics  company 
after  leaving  Fairchild.  One  plausible 
candidate  is  a  Silicon  Valley  neighbor, 
Memorex  Corp.,  whose  CEO,  Robert  C. 
Wilson,  has  made  it  clear  that  he  would 
like  to  step  down  soon.  Fairchild  has 
been  a  major  Memorex  supplier.  Corri- 
gan, a  native  of  Liverpool,  England,  who 
worked  for  several  years  in  Motorola's 
semiconductor  division  before  joining 
Fairchild  in  1968,  is  said  to  have  a 
thorough  understanding  of  Memorex' 
operations.  When  asked  about  the  possi- 
bility of  moving  to  Memorex,  however, 
Corrigan  replies  only  with  a  "no 
comment."-iVor»w«  Pearlstine 

Pumping  up  Firestone 

Firestone  Tire  &  Rubber  Co.'s  board  had 
a  firm  deal  earlier  this  year  to  sell  its 
ailing  company  to  Borg- Warner  for  $15  a 
share,  but  they  demanded  a  higher  price, 
looking  at  its  almost  $25  a  share  in  book 
value.  Borg-Warner  walked  away  and 
Firestone  slumped  to  under  9.  Now  John 
J.  Nevin,  named  last  month  as  president, 
must  prove  that  the  Firestone  board  was 
right  and  Borg-Warner  was  wrong. 

Nevin  is  exchanging  one  hot  seat  for 
another.  He  spent  eight  years  as  presi- 
dent at  $1.1  billion  (sales)  Zenith  Radio, 
struggling  in  vain  against  Japanese  im- 
ports and  resigning  in  October  (Forbes, 
Nov.  12).  At  Firestone  (revenues  over  $5 
billion)  he  faces  problems  in  Washington 


Nevin  of  Firestone 

From  one  tough  spot  to  cm&ttter. 


and  the  marketplace  following  its  "500" 
steel-belted  radial  tire  fiasco.  Although 
Firestone  is  in  the  black  this  year,  it  will 
earn  only  about  6%  on  stockholders'  eq- 
uity and  its  stock  sells  for  less  than  36% 
of  book  value. 

An  intense,  hard-working  man  who 
earlier  made  a  name  as  a  marketing 
man  at  Ford  Motor,  Nevin  worked  him- 
self into  a  nervous  breakdown  at  Ze- 
nith. .However,  Firestone's  problems 
may  prove  less  intractable  than  Ze- 
nith's. If  so,  Nevin,  who  is  only  52,  will 
probably  become  chief  executive  when 
Chairman  Richard  A.  Riley  retires  early 
in  1981.  If  not,  Firestone's  shareholders 
are  going  to  be  very  unhappy  with  a 
board  that  turned  down  a  firm  $15  for 
their  shares. — Conan  Putnam 

The  Dead  Sea  "ponds" 

"Business  was  so  good  in  the  U.S.  that 
we  just  wouldn't  pay  the  price  that  some 
companies  had  to  pay  to  do  business  in 
the  Middle  East,"  says  Joseph  Jacobs, 
chairman  and  CEO  of  Jacobs  Engineering 
Group  Inc.  All  that,  however,  has 
changed  since  Pasadena-based  Jacobs  En- 
gineering (1978  revenues,  $216  million) 
has  just  won  a  contract  to  operate  and 
maintain  the  $425  million  potash  recov- 
ery project — a  mammoth  and  novel  un- 
dertaking— that  it  designed  and  is  build- 
ing in  Jordan.  It's  one  of  the  largest  proj- 
ects ever  undertaken  in  Jordan,  indeed  in 
the  Middle  East — and  one  of  the  biggest 
solar  projects  ever  built. 

Before  the  potash  recovery  project  is 
finished,  sometime  in  1982,  Jacobs  will 
have  built  more  than  40  square  miles  of 
solar  evaporation  ponds.  Salty  water  re- 
moved from  the  Dead  Sea  will  be  stored 
in  the  ponds  until  the  sun  evaporates 
most  of  it,  leaving  a  potash-rich  salt 
which  will  then  be  taken  to  a  refining 
plant  that  will  be  built  nearby.  Most  of 
the  potash  from  the  project  will  then  be 
exported  by  the  Jordanians.  The  Dead 
Sea  ponds  project  is  one  of  the  largest 
industrial  uses  of  solar  energy — most  so- 
lar devices  are  now  built  for  use  in 
homes.  And  Jacobs  says  that  his  com- 
pany's solar  evaporation  process  will 
work  without  any  of  the  mechanical  aids 
normally  needed  to  effect  evaporation.  In 
addition  to  building  the  potash  project, 
the  company  will  build  a  new  town  in 
the  desert  to  house  the  project's  750  em- 
ployees and  their  families. 

Jacobs  insists  that  he  dudn't  have  to 
make  any  payoffs  or  pay  any  commis- 
sions to  dubious  "sales  agents"  to  get  the 
Jordanian  deal.  Instead,  the  63-year-old 
Jacobs  says  he  used  patience  and  hard 
work.  Jacobs  first  began  to  talk  to  the 
Jordanians  in  1961.  In  those  days  Jacobs 
Engineering  was  considered  too  small 
(100  employees)  to  handle  the  project, 
and  the  project  itself  too  chancy.  Thanks 
to  improved  technology,  Jacobs  and  the 


Jacobs  of  Jacobs  Engineering  Gn 
Patience  and  hard  work,  not  payt 

Jordanians  were  ready  to  begin  t 
ect  in  1967,  but  just  before  a  sc 
signing  the  Six-Day  War  betwee 
and  the  Arabs  broke  out.  "Th 
everything  sky-high,"  Jacobs 
"and  the  project  was  abandoned 
1975  when  he  and  the  Jordanians 
talks  again.  The  construction  d| 
finally  closed  in  1977;  Jacobs 
operation  contract  last  month. 

The  Jordanian  contract  is  esjl 
timely,  since  Jacobs'  U.S.  opo 
which  account  for  85%  of  total  re 
have  been  performing  erratically 
Its  H.E.  Wiese  maintenance  cons! 
division  had  a  $620,000  aftertax 
the  company's  third  quarter.  A 
firm  recently  announced  that  nei 
fourth  quarter  (ended  Sept.  30) 
around  58  cents  a  share,  from  70 
year  earlier.  As  a  result,  Jacobs' 
the  year — $1.72  a  share — was  t 
slightly  from  fiscal  1978  despite 
jump  in  revenues,  to  $292  millioi' 

Jacobs,  who  holds  a  Ph.D.  in  cJ 
engineering  and  claims  responsib 
developing  the  first  commercial 
for  making  penicillin  in  1943  w 
was  working  for  Merck  &  Co., 
his  own  company  in  1947.  With 
fices  around  the  world  and  2,000 
nent  employees,  the  company  has 
him  a  rich  man.  In  1979  he  r 
$240,000  in  salary  and  bonus, 
owns  42%  of  Jacobs'  shares  outst. 
His  1.1  million  shares  recently  tr 
close  to  $13  a  share.  They  traded 
as  $3  back  in  1975. 

Despite  his  success  with  the  Jon 
project,  Jacobs  says  he  has  no  gr 
thusiasm  for  seeking  other  1\ 
deals:  "It's  just  too  tough  a  way  to 
a  living."— Ellen  Paris 
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r  capacitors  carry  the  biggest  name  on  the  circuit 


K  Technologies  is  meeting  today's  demands  and 
rrow's  challenges  with  technological  expertise: 

Electronics.  Our  subsidiary,  Sprague  Electric 
pany,  makes  more  capacitors  for  more  applications 
any  other  U.S.  manufacturer. We  stay  in  the  forefront  of 
lectronic  components  industry  by  designing 
nofogically  innovative  products  to  meet  customer . 
irements  in  every  field  of  electronic  equipment, 
prague  pioneered  both  solid-electrolyte  tantalum  and 
Mayer  ceramic  capacitors,  and  is  the  largest  source  of 
inum  electrolytic  capacitors. 

Technical  Services  and  Products.  Another 
idiary,  Automation  Industries,  provides  sophisticated 
neering  and  technical  services  to  government  and 
mercial  customers.  We  also  manufacture  radar  systems, 
Ironmental  products  and  electromechanical 
hectors  for  aerospace  use 


...  In  Communications  Cable.  Our  General  Cable 
Company,  a  leader  in  cable  technology  for  decades, 
designed  and  produced  the  first  optical  fiber  cables  for 
aerospace  projects  and  regular  telephone  service  We  are 
the  leading  independent  supplier  of  cable  and  related 
products  to  the  telephone  industry  and  other 
communications  markets. 

Our  technological  expertise  is  reflected  in  more  than  our 
new  name: 

...  In  Our  Financial  Performance.  Nine  months'  sales 
and  earnings  reached  record  levels-we  ll  be  a  billion 
dollar  company  by  the  end  of  1979.  And  our  dividend 
keeps  pace.  The  dividend  has  been  increased  six  times  in 
five  years,  most  recently  an  18%  increase  to  an  annual 
rate  of  $1.30. 

For  our.  1978  annual  report  and  latest  quarterly,  please 
write  to  GK  Technologies,  Incorporated,  Dept  100-79R 
500  West  Putnam  Avenue,  Greenwich,  CT  06830 


K  Technologies 


Incorporated 
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Knight's  gambit 

Two  years  ago,  in  the  wake  of  a  contro- 
versial BBC  TV  series  on  economics 
written  and  narrated  by  John  Kenneth 
Galbraith  (later  shown  on  public  televi- 
sion in  the  U.S.),  Britain's  leading  free- 
enterprise  missionary,  Sir  Keith  Joseph, 
staged  a  counteroffensive.  His  think 
tank,  the  Centre  for  Policy  Studies,  draft- 
ed Sir  Francis  Scott  (Frank)  McFadzean 
to  author  a  careful  demolition:  The  Eco- 
nomics of  John  Kenneth  Galbraith— A  Study 
in  Fantasy  In  swiping  at  Galbraith, 
McFadzean  also  aimed  thoughtful  barbs 
at  some  publicly  funded  institutions  in 
Britain — particularly  the  National  Enter- 
prise Board  (NEB),  a  costly  venture  in 
financial  first  aid  set  up  by  a  Labour 
government  in  1975  to  tend  seriously 
sick  companies  and  fund  ventures  unable 
to  attract  private  money. 

Now,  Sir  Keith  Joseph,  who  became 
Industry  Minister  when  the  Conserva- 
tives regained  power  in  May,  is  trying 
once  more  to  draft  McFadzean.  Ironical- 
ly, the  job  he's  offering  is  with  an  NEB- 
owned  company — Rolls-Royce  Ltd.,  the 
jet  enginemaker  (not  to  be  confused  with 


Sir  Francis  Scott  McFadzean 

Can  anyone  beat  the  bureaucrats? 

Rolls-Royce  Motors,  the  car  company). 

Scottish-born  McFadzean,  64,  is  a  vet- 
eran of  top  management  posts  in  Britain. 
He  was  managing  director  of  the  Royal 
Dutch/Shell  Group  for  12  years,  then 
switched  in  1976  to  chairmanship  of 
British  Airways.  After  a  heart  attack  in 


1977,  he  slowed  to  a  three-da}) 
week  and  retired  in  May  of  this  y< 

Heading  up  Rolls-Royce  rign 
wouldn't  be  many  people's  idea 
surely  retirement.  In  the  eight 
since  it  was  bailed  out  of  bank 
state-owned  Rolls-Royce  has  swa 
$875  million  of  British  taxpayer^ 
ey.  To  stay  in  competition  with  ( 
the  Pratt  &  Whitney  division  of 
Technologies,  and  to  pay  for  its 
tious  development  plan,  Rolls  sayj 
need  another  $1.5  billion  in  su 
over  the  next  five  years.  It  has  to  j 
from  the  Thatcher  government,  w 
dedicated  to  axing  public  handoui 

McFadzean  is  not  at  all  sure  he 
the  job.  The  man  he  would  repls 
Kenneth  Keith,  63,  Rolls  chairma 
1972,  quit  last  month,  finally  fed  i 
working  under  the  NEB — a  "burea 
contraceptive,"  he  called  it.  He  I 
minimal  supervision,  and  wanted 
tie  he  would  accept  to  come  c 
from  the  Industry  Ministry,  not 
NEB.  The  NEB  responded  to  hii 
public  condemnation  and  behii 
scenes  politicking  by  criticizing 
nancial  management  techniques. 

Since  news  of  Keith's  departu 
NEB  has  been  maneuvering  to  ma^ 
that  his  successor  is  no  carbon  coj 
NEB  board — made  up  of  top  indi 
ists — has  just  offered  to  resign 
than  lose  control  of  Rolls-Royce. 

No  wonder  McFadzean  hesitat< 
Joseph's  offer.— Barbara  Ellis 


Bully  for  him 

Teddy  Roosevelt  would  have  loved  John 
L.  Moore  Jr.,  president  and  chairman  of 
the  U.S.  Export-Import  Bank.  Moore,  50, 
speaks  softly  in  an  accent  that  gets  lost 
somewhere  between  Atlanta,  Ga.,  where 
he  once  had  a  law  firm,  and  West  Palm 
Beach,  Fla.  where  he  was  born.  At  the 
same  time,  he  is  quite  willing  to  use 
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every  big  stick  at  hand  in  boosting  U.S. 
export  trade.  There  is  a  question,  though, 
whether  Moore  has  the  right  sticks. 

Total  U.S. -manufactured  exports 
would  seem  to  be  booming — up  25%  in 
value  in  the  first  nine  months  of  1979 
over  1978.  With  a  far  larger  kitty  to  work 
with,  a  lending  capacity  of  $4  billion 
today  vs.  just  $700  million  in  1977,  the 
Export-Import  Bank  has  been  a  help  in 
financing  over  $15  billion  in  U.S.  capital 
goods  exports  in  1979.  But  it's  a  measure 
of  how  tough  the  competition  has  gotten 
that,  despite  the  big  percentage  gain  in 
dollars,  the  U.S.  share  of  total  world 
manufactured  exports  this  year  will  be 
not  much  more  than  last  year's  15% 
share,  which  was  near  its  alltime  low. 

With  every  major  trading  nation  furi- 
ously trying  to  boost  its  own  exports  to 
cover  its  oil  bills,  the  competition  can 
only  get  rougher.  For  sticks,  though,  be- 
yond having  more  money  to  lend  (Presi- 
dent Carter  could  raise  Export-Import 
funds  by  50%,  to  $6  billion  next  year), 
Moore  has  little  more  than  his  willing- 
ness to  speak  bluntly. 

Moore  recently  made  headlines  abroad 
when  he  told  a  gathering  in  Tunis  that 
the  U.S.  was  setting  aside  $100  million 
in  credits  for  U.S.  companies  interested 
in  doing  business  in  Tunisia.  The  attrac- 
tive terms  matched  those  currently  be- 


ing offered  by  the  French  to  their  « 
nies  in  the  same  market — a  poi 
lost  on  the  gleeful  Tunisians  and 
piqued  French. 

Moore  was  at  it  again  in  Los  J* 
last  month,  when  he  warned  tha 
French  persist  in  promoting  Frer 
ports  with  bargain  financing  deal 
are  flirting  with  a  possible  credit 
hope  it  doesn't  come  to  that,"  h 
mildly.  "And  it  won't,  if  they'd  ju 
doing  silly  damn  things." 

Some  of  the  "silly  damn  thing 
French  have  done  include  thos 
price  credits  for  Tunisia  and  the 
Francophone  Africa  and  the  proi 
of  aircraft  sales  with  not  only  ch 
nancing  for  the  Airbus  but  also  1 
rights  and  other  political  consider 

The  French  did  promise  in  last  s 
Tokyo  round  agreement  to  stop  c 
■landing  rights  to  help  Airbus  as  61 
1980.  But  that  doesn't  satisfy  Moc 
still  labels  the  French  as  the  r. 
most  unforgivably  disruptive  elen 
the  world  trade  arena. 

But  even  with  $6  billion  in  crec 
can  do  little  more  than  roister.  It 
companies  and  not  the  governme 
must  decide  to  look  beyond  their  c 
tic  markets  and  emphasize  increa 
ports.— Michael  Kolbenschlag 


FORBES,  DECEMBER 


For  Marine  Midland  Bank,  this  kind  of  transaction  is  all  in  a  day's  work. 
We're  an  international  network  of  bankers  doing  business  in  the  largest  money  centers 
in  the  world,  for  the  largest  corporations  in  the  world,  all  over  the  world. 
So  wherever  you  need  us,  count  on  us.  You'll  get  the  response  that's  right  for  you. 

TELL  IT  TO  THE  MARINE  ~ 
MARINE  MIDLAND  BANK(|l 

New  York  City,  Buffalo,  Miami,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Riode  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo.  Toronto. 


Everything  is  relative. 

In  the  cool,  beautiful  language  of  mathematics,  Einstein 
demonstrated  that  we  live  in  a  world  of  relative  values. 

A  recent  story  in  the  science  section  of  TIME  Maga- 
zine, honoring  the  centennial  of  Albert  Einstein's  birth, 
demonstrated  TIME'S  own  theory  of  relativity:  that  no  sub- 
ject is  so  abstract  or  esoteric  that  it  cannot  be  made  read- 
able, understandable,  enjoyable,  even  repeatable. 

One  attribute  that  makes  TIME  unique  among  interna- 
tional news  magazines  is  its  conviction  that  responsible 
reportage  is  more  than  a  matter  of  revealing  and  explaining, 
>ut  is  on  occasion  an  opportunity  to  conduct  the  reader 
through  intellectual  adventures. 

>  esteem  for  informed  curiosity  has  earned  it 
more  loyal  readers,  not  only  in  America  but  also  around  the 
world,  than  any  other  single  news  source. 

Tiie  most  colorful  coverage  of  the  week. 


©Time  Inc  All  Riehs  Reserved, 
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Faces 

|»ehindThe  Figures 


A  few  sales 
too  many? 

I  no  means  clear  that  the  country 
i  more  speculation  in  futures  mar- 
ut  that,  at  any  rate,  is  what  Lee  H. 
it  is  out  to  provide.  The  36-year- 
sident  of  the  New  York  Commod- 
:hange  knows  merchandising,  and 
|  Lit  to  merchandise  his  product, 
lis  trading  in  metals  and  financial 
|.  Lee  Berendt,  a  1971  graduate  of 
jyn  Law  School,  was  selling  mens- 
fei  a  small  store  in  White  Plains, 
I  1971  when  he  met  Irving  Redel, 
|r  of  a  metals  f  utures  trading  com- 
jjnd  treasurer  of  the  then  tiny  ex- 
1.  Redel  bought  his  suits  there  and 
I  the  young,  long-haired  salesman 
h  for  a  job  with  Comex.  A  lawyer 
luld  sell  suits,  Redel  figured,  might 
pders  with  copper  and  silver  fu- 
Three  years  later  Berendt  was  Co- 
resident. 

|ias  proven  even  better  at  selling 
wares  than  at  selling  men's 
1974,  as  soon  as  Americans 


Berendt  of  Comex 

From  suits  and  shirts  to  gold. 

could  legally  buy  gold,  Berendt  had  Co- 
mex jump  into  trading  futures  in  gold 
and  now  has  two-thirds  of  all  world  gold 
futures  trading.  In  the  last  two  months 
he  has  also  added  futures  trading  in  U.S. 
T-bills  and  Ginnie  Mae  pass-through  cer- 
tificates to  Comex'  line. 

In  1977  three  other  small  independent 
exchanges  specializing  in  items  like  cot- 
ton, coffee  and  platinum  merged  facili- 
ties with  Comex  in  Manhattan's  World 
Trade  Center.  Each  remains  apart  but 
gains  efficiencies  such  as  sharing  com- 
puter systems.  Berendt  played  a  major 


role  in  the  innovative  move. 

To  Berendt,  getting  the  other  ex- 
changes closer  to  Comex  is  good  mer- 
chandising sense,  like  getting  the  shirt 
and  shoe  departments  closer  to  the  suit 
department.  He  is  also  plotting  a  way  to 
keep  Comex'  store  open  longer,  by  open- 
ing a  branch  in  Los  Angeles. 

Accounting  for  18%  of  all  futures  trad- 
ing in  the  world,  Comex  today  ranks 
third  in  size  among  all  exchanges  (after 
Chicago  Mercantile  and  Chicago  Board 
of  Trade)  and  first  in  gold,  silver  and 
copper  trading.  In  1971  on  a  typical  day 
Comex  traded  only  2,500  silver  and  950 
copper  contracts,  worth  $50  million.  In 
an  average  day  this  year  it  traded  25,000 
gold,  18,000  silver  and  9,400  copper  con- 
tracts, worth  of  over  $1.8  billion. 

You  don't  expand  this  fast  without 
running  into  trouble,  and  Berendt  has 
plenty.  A  group  of  speculators  this  year 
tried  to  corner  silver  and  drove  the  price 
to  unheard-of  heights  on  the  Comex  and 
other  markets.  This,  not  surprisingly, 
alarmed  the  regulators  in  Washington. 
The  result  is  likely  to  be  further  federal 
restrictions  on  futures  trading.  Berendt 
has  his  fingers  crossed  that  tighter  rules 
won't  drive  traders  overseas.  The  moral 
seems  to  be  that  haste  makes  waste. 
Had  Berendt  expanded  more  cautiously 
he  might  never  have  gotten  into  this 
position. — Ben  Weberman 


"That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  ^building. 


Yet,  they  also  give  you  all 
the  important  time"  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 
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THIRD-QUARTER  CONSOLIDATED  RESULTS  * 

(Subject  to  Year-End  Audit)  Quarter  Ended  September  i 


Net  Sales 

Operati ng  Expenses 


1979  1978 
91,856,000  $  84,140,000 
81,011,000  74,501,000 


3rd  Q-79  Performance  Profile  •  Crouse-Hinds  CompanM 

Growth:  record  sales  and  income.     dividends  declared* 

Both  net  sales  and  income  achieved  new  levels  for  the 

third  quarter.  Sales  of  $91,856,000  were  up  9%  from  the   

strong,  post-strike  third-quarter  performance  of  last 
year.  Net  income  grew  to  $5,828,000,  an  increase  of 
15%  over  the  same  period  a  year  ago. 

For  the  nine-month  period,  sales  grew  17%  to 
$275,770,000  and  net  income  improved  41%  to 
$18,660,000. 

Principal  domestic  and  international  markets  for  the 
Company's  products  remain  strong,  and  sales  and  in- 
coming orders  for  our  major  lines  are  ahead  of  last  year's. 

Growth:  dividends  increased  again. 

The  Board  of  Directors  has  recently  declared  an  increase 
of  slightly  more  than  10%  in  the  cash  dividends  payable  to 
common  shareholders  of  record  on  October  10,  1979. 
This  is  the  second  dividend  increase  this  year,  and  the 
eleventh  increase  since  1971. 

As  the  chart  shows,  assuming  the  fourth-quarter  divi- 
dend is  the  same  as  the  third-quarter,  cash  dividends 
on  common  stock  since  1973  will  have  grown  an  average 
of  over  24%  per  annum  by  year  end.  That's  growth. 

The  Company  has  also  announced  a  3-for-2  split  of 
its  common  stock  for  shareholders  of  record  on  Novem- 
ber 2,  1979,  the  fourth  such  common  stock  split  or 
dividend  since  1972. 

Growth:  new  plant  and  equipment. 

Our  spending  for  plant  and  equipment  during  1979  will 
substantially  exceed  the  $10.5  million  of  last  year.  We 
think  this  commitment  is  necessary  if  we  are  to  increase 
productivity  to  compensate  for  rising  costs.  We  are  also 
planning  for  future  growth.  A  highly  automated  manu- 
facturing facility,  including  a  ferrous  foundry,  is  being 
built  in  Amarillo,  Texas.  Due  to  start  initial  operations 
late  next  year,  this  new  plant  is  designed  to  accommo- 
date the  expected  growth  of  our  Construction  Materials 
Products  Division,  while  maintaining  the  highest  product 
quality  and  the  Crouse-Hinds  tradition  of  on-schedule 
deliveries. 


Net  Income  Before  Taxes 
Taxes  Based  on  Income 


10,845,000 
5,017,000 


9,639,000 
4,588,000 


Net  Income  After  Taxes 


$    5,828,000  $  5,051,000 
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Earnings  per  Common  Share: 
Primary  $.47 
Fully  Diluted  $.46 
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NINE-MONTH  CONSOLIDATED  RESULTS* 

(Subject  to  Year-End  Audit)  Nine  Months  Ended  September  2 


Net  Sales 

Operating  Expenses 


1979  1978 
$275,770,000  $235,766,000 
241,205,000  210,620,000 


Net  Income  Before  Taxes 
Taxes  Based  on  Income 


34,565,000 
15,905,000 


25,146,000 
11,878,000 


Net  Income  After  Taxes       $  18,660,000  $  13,268,000 


Earnings  Per  Common  Share: 

Primary  $1.53  $1.16 
Fully  Diluted  $1.47  $1.04 


Growth:  look  into  it. 


We  don't  nake  projections  about  our  future  growth  and 
performance,  but  others  do.  Take  a  look  at  Standard  & 
Poor's.  Value  Line  and  similar  reports.  Check  with  your 
stockbroker  ana  you  il  probably  find  that  his  research 
department  har>  issued  a  favorable  report  on  us.  We 
believe  that  you       find  that  they  see  our  future  as  one 
of  continued  growth. 

For  a  copy  of  the  :,979  Third  Quarter  Report  and  the 
1978  Annual  Report  write  the  Vice  President  Corporate 
Affairs,  Cttouse-Hinas  Company;  P.O.  Box  4999. 
Syracuse,  NY  1322' 


'Data  in  this  column  is  restated  for  3-for-2  split  of  common  stock  for  stockholders 
ot  record  on  November  2.  1979.  "current  rate"  (1979)  dividend  declared  assumes 
fourth  quarter  cash  dividend  will  be  same  as  third  quarter  dividend. 

The  Crouse-Hinds  family  of  electrical  products: 

■  Cable  and  conduit  fittings  ■  Plugs  and  receptacles 

■  Enclosures  ■  Industrial  lighting  ■  Outdoor  lighting 

■  Aviation  ground  lighting  ■  Traffic  signals  and  control 
systems  ■  Wiring  devices  ■  Industrial  controls  ■  Specialty 
switches  ■  Secondary  electrical-distribution  assemblies 

■  Safety  switches  ■  Circuit  breakers  ■  Meter  mounts 

■  Electrical-control  devices  ■  Stampings  ■  Castings 

■  Coils  and  transformers 
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Forbes 


A  penny  lent 

is  often 
a  penny  spent 


>oes  everybody  pick  on  poor 
:r?  We'll  make  a  bet:  A  lot  of 
eople  griping  about  government 
d  the  battered  auto  company  are 
tial  recipients  of  federal  lending 
'  There's  that  sagging  Pittsburgh 
ihompany  (Wheeling-Pittsburgh) 
illstock  more  than  doubled  in  the 
[far  because  the  company  was  be- 
llied out  with  federal  loans.  You 
Jiear  Larry  Tisch  and  the  Loews 
Complaining  about  that  bit  of  fed- 
(ding;  they  own  25%  of  Wheeling- 
:rgh.  Need  we  mention  the  farm- 
•t»  can  take  federal  loans  at  5%  and 
R3%  certificates  of  deposit  with 
jiceeds.  The  list  goes  on  (Forbes, 
|  So,  why  pick  on  Chrysler? 
federal  government  guaranteed 
lion  of  bonds  in  1972  to  help  build 
jay — you  guessed  it,  in  the  Wash- 
jf  D.C.  area.  The  argument  was 
lleral  backing  would  bring  down 
'ilprest  rate  but  would  not  cost  the 
inent  a  cent.  As  it  turns  out,  that 


boondoggle  may  never  make  a  profit  and 
there  isn't  any  money  for  debt  service. 
The  1972  enabling  act  may  be  amended 
this  year.  The  federal  government  would 
be  obligated  to  pay  $51.6  million  of  the 
interest  each  year  and  to  repay  $800  mil- 
lion of  the  principal  when  it  comes  due 
in  2012. 

In  the  fiscal  year  ending  Sept.  30,  1980, 
the  federal  government  and  its  sponsored 
enterprises  will  extend  new  loans  and 
guarantees  of  about  $200  billion.  No- 
body's advertising  the  fact.  Only  a  frac- 
tion of  that  total — about  $2.8  billion — 
will  be  reflected  in  the  budget  totals. 

The  economic  and  fiscal  weight  of 
these  federal  credit  programs  is  virtually 
ignored  by  Congress  when  it  makes  its 
annual  budget  plans.  "The  American 
people  and  their  representatives  are  not 
being  properly  informed  as  to  the  extent 
of  the  government's  impact  on  total 
credit  flows,"  says  Nancy  Teeters,  the 
Federal  Reserve  Board  governor. 

In  the  depths  of  the  Depression  of  the 


The  Economy 


1930s,  the  Federal  Housing  Administra- 
tion mortgage  loan  guarantees  were  cre- 
ated to  help  home  buyers  get  low-cost, 
long-term  credit  that  would  not  other- 
wise be  available.  Even  though  conven- 
tional mortgage  money  is  available  today 
on  virtually  the  same  terms  as  FHA 
mortgage  money,  there  is  no  diminution 
in  the  use  of  the  federally  backed  credit. 

The  loan-guarantee  process  worries  Al- 
ice Rivlin,  director  of  the  congressional 
budget  office.  The  Administration's  syn- 
thetic fuels  program  particularly  bothers 
her.  She  does  not  object  to  federal  gov- 
ernment subsidies  for  the  plants'  output, 
but  she  objects  strongly  to  a  federal  guar- 
antee program  that  would  protect  the 
plants'  private  owners  against  techno- 
logical or  production  problems. 

In  Congress,  Rep.  Norman  Mineta 
(D.-Calif.),  chairman  of  the  House  Task 
Force  on  the  Budget  Process,  has  spon- 
sored a  bill  that  would  require  Congress 
to  include  targets  and  ceilings  on  direct- 
and  guaranteed-loan  programs  in  those 
congressional  budget  resolutions  that 
have  been  so  effective  in  holding  down 
budget  spending.  The  Senate  and  House 
budget  committees,  however,  worry  that 
this  could  pave  the  way  for  amendments 
to  ease  budget  control  or  to  impose  bud- 
get balancing. 

It's  simply  beyond  us  why  politicians 
who  don't  make  a  peep  when  these  bil- 
lions for  federal  loan  deals  breeze  through 
Congress  become  so  worried  about  the 
poor  taxpayer  when  aid  to  Chrysler 
comes  up.  Could  it  be  that  they  are  sim- 
ply playing  to  the  gallery?  ■ 


Sleight  of  hand 


U.S.  government  keeps  two  sets  of 
s  on  its  credit  programs.  The  more 
ly  reported  data,  emphasized  in 
nnual  federal  budget,  are  mislead- 
small.  They  reflect  a  net  credit 
after  deducting  sale  of  assets  and 
ransfer  of  loans  to  the  Federal  Fi- 
ing  Bank.  The  true  amount,  less 
ily  noted,  is  the  total  of  new  loans 
;uarantees  made  during  the  year. 


$  Billions  (Fiscal  year  ended  Sept.  30) 


Direct  loans, 
on  budget 
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MONEY  &  INVESTMENT 


Futures  trading  is  kind  of  like  booze.  Used 
sensibly  and  in  moderation  it  can  be  quite 
good  for  you;  carelessly,  it  is  lethal 

A  SOBERING 
THOUGHT 


By  Ben  Weberman 


People  who  have 
been  long  in  long- 
term  and  even  inter- 
mediate-term bonds 
have  taken  a  good 
licking  since  this 
summer,  but  that's 

fltt    --Jf^^k   notrimK  compared 

■  Jg^  A  I  with  what  happened 

■  tjw  ML  I  to  people  who  were 
^ — long  in  interest  rate 
futures  over  the  same  period.  J.F.  Eck- 
stein &  Co.,  which  made  millions  of 
dollars  every  year  for  itself  and  its 
customers  in  the  interest  rate  futures 
market,  was  almost  wiped  out;  its  boss 
had  to  sell  the  company  and  he's  now 
working  for  somebody  else.  Years  of 
work  wiped  out  in  a  few  months. 
That's  the  kind  of  market  it  is. 

Futures  are  used  for  hedging  or  for 
speculating  and  can  be  profitable  to 
both  types  of  users — when  not  done 
to  excess.  It's  the  difference  between 
having  a  couple  of  glasses  of  wine 
with  dinner  and  pouring  down  a  half- 
dozen  martinis  at  one  sitting. 

To  understand  this  market  you 
have  to  differentiate  between  the  for- 
ward market  and  the  futures  market. 
Forwards  are  arrangements  to  lend  or 
borrow  between  two  parties  for  settle- 
ment at  a  specified  later  date. 

Forward  sales  are  unregulated. 
Therefore,  the  losing  side  of  the  con- 
tract is  not  required  to  post  additional 
margin.  Problems  arise  when  the  in- 
terest rate  trend  moves  steadily 
against  one  party.  When  delivery  time 
comes,  one  side  or  the  other  is  finan- 
cially unable  to  fulfill  the  agreement. 

The  regulated  futures  market  works 
differently.  The  cash  values  of  futures 
contracts  are  recalculated  ever/  day — 
iritracay  in  the  case  of  big  holders — 
and  th  contracts  are  "marked  to  mar- 
ket." Thus,  losers  must  post  addition- 


Ben  Weber  ,mics  editor  of  Forbes 

magazine. 


al  maintenance  margin  almost  as 
soon  as  small  losses  occur.  The  choice 
is:  Put  up  more  cash  or  get  out. 

However,  these  futures  contracts 
are  not  like  puts  and  calls.  You  can't 
just  walk  away  from  them  if  they 
don't  pay  off.  If  you  are  sold  out  and 
the  loss  is  more  than  your  margin,  you 
are  obliged  to  make  up  the  difference. 
In  cash.  Unlike  puts  and  calls,  futures 
contracts  oblige  you  to  buy  or  sell 
rather  than  just  giving  you  the  privi- 
lege of  buying  or  selling.  No,  these  are 
not  risk-free  markets. 

Even  what  they  call  a  "perfect 
hedge"  is  not  perfectly  riskless.  A  per- 
fect hedge  consists  of  buying  a  finan- 
cial instrument  in  the  cash  market 
and  then  going  short  the  same  securi- 
ty in  the  futures  market.  What's  the 
risk?  Changes  in  the  price  of  the  cash 
security  are  just  paper  changes,  but 
since  the  contracts  are  marked  to 
market  every  day  you  may  find  it  nec- 
essary when  prices  are  rising  to  pour 
in  more  margin  continually  on  the 
short  side  without  being  able  to  take 
anything  out  on  the  long  side. 

The  next  term  to  learn  is  "basis." 
That  is  the  difference  between  the 
cash  price  and  a  nearby  futures  con- 
tract. The  basis  can  get  wider  or  nar- 
rower. If  it  is  necessary  to  settle  the 
contract  at  a  time  when  basis  is  wide, 
the  cost  can  be  sizable.  Then  there  is 
"convergence."  This  is  hard  to  ex- 
plain in  less  than  book  length  but  it 
means,  basically,  that  the  spread  be- 
tween yields  on  futures  and  cash  posi- 
tions narrow  as  the  contract  ap- 
proaches maturity.  This  is  one  more 
thing  to  worry  about. 

Here  are  some  of  the  more  popular 
contracts  among  financial  instru- 
ments: three-month  Treasury  bills; 
GNMA  pass-through  pools  priced  in 
terms  of  a  pool  of  8%  mortgages;  15- 
year  Treasury  bonds  adjusted  to  a 
theoretical  8%  coupon  bond. 

What  do  you  do  if  you  want  to 
hedge  a  debt  that  does  not  come  under 
any  of  those  categories?  Arrange  a 


"cross-hedge."  A  pension  fund  mo 
manager  who  expects  to  receive 
million  for  investment  in  corpo: 
bonds  in  June  and  who  expects  1 
long-term  rates  will  be  much  lo 
then  could  sell  June  1980  T-bond  c 
tracts  at  current  prices.  If  rates 
indeed,  decline,  the  profit  on  the 
tures  trade  would  supplement  the 
million  investment  and  bring  the 
turn  close  to  today's  yields. 

By  its  nature  however,  the  us« 
one  type  of  financial  futures  to  he 
a  similar,  but  not  identical,  inte 
rate  risk  is  extremely  dicey. 

One  way  to  speculate  with  m 
less  risk  than  outright  purchase  or : 
is  to  arrange  a  "spread"  transactior 
spread  involves  purchase  or  sale 
one  contract  and  simultaneous  off 
ting  sale  or  purchase  of  another  c 
tract.  The  bet  is  that  the  yield  cu 
will  change  its  shape.  Suppose 
think  the  yield  curve  will  move  fi 
its  current  inverted  shape  to  a  ir 
normal  upward  slope,  where  sh 
term  issues  carry  the  lowest  rate 
return.  In  that  case,  buy  a  nearby  c 
tract  and  sell  a  distant  contract.  1 
is  a  "bull  spread." 

If  your  expectation  works  o 
short-term  interest  rates  will  dec! 
faster  than  long-term  rates.  This  1 
produce  a  faster  increase  in  the  p 
of  closer  contracts.  (Remember  t 
yields  and  prices  of  outstanding  fb 
income  issues  move  inversely  to  e 
other.) 

On  page  152  of  this  issue  Star 
Angrist  recommends  a  bull  sprea 
would  be  more  cautious.  I  would  h 
new  bond  market  commitments 
six-month  money  certificates  yi 
ing  12%;  or  I  would  go  out  two  y« 
and  get  12%  on  Treasury  notes. 

If  you  feel  you  must  have  a  swij 
that  futures  market  whiskey,  I'd  v 
to  see  whether  the  world  blows  uj 
it  hasn't  by  February,  you  might 
this:  Go  buy  June  1981  T-bond  c 
tracts  and  sell  June  1982  contracts 
the  moment  the  two  are  priced 
most  exactly  the  same.  If  the  wc 
does  return  to  (relative)  normality, 
distant  contract  would  be  maybe  t 
points  cheaper.  In  these  contra 
you  put  up  initial  margin  of  $800  fi 
spread  and  you  make  $1,000  on  e 
one-point  change  in  price.  You  m 
a  200%  profit  if  the  yield  curve  g 
back  to  normal  shape.  Thus,  in  the 
you  could  make  more  than  200% 
your  contract.  But  remember, 
must  be  prepared  to  put  up  lots 
additional  margin  if  Khomeini 
somebody  like  him  flips  his  lid.  ■ 
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Fidelity  Brokerage  Services  offers  a  better  alternative  to  meet  trie  needs  of  independent  investors. 


Now  a  leading  financial 

organization  offers 
substantial  commission 

savings. 


Investors  who  require  no 
research  or  investment  advice 
can  now  avoid  the  high  costs  of 
.  trading  with  full-service  firms. 
Better  yet,  they'll  still  enjoy  the 
benefits  of  speed  and  accuracy 
from  an  established  financial  ser- 
vices company. 

Our  solid  background. 
Fidelity  Brokerage  Services  is  part 
of  the  Fidelity  Management  Group. 
In  our  thirty  years,  we've  grown 
to  become  among  the  largest  and 
most  widely  respected  financial 
organizations  in  the  country. 

Customers  of  Fidelity 
Brokerage  Services  can  expect 
accurate  account  maintenance 
supported  by  an  extensive  com- 
puter capability  and  advanced 
communications. 

Our  customers  will  deal 
directly  with  experienced  profes- 
sionals responsible  for  seeing  that 
all  instructions  are  correctly  exe- 
cuted and  that  orders  are  promptly 
placed. 


Direct  electronic  links  put 
us  in  touch  with  all  key  markets 
(NYSE,  ASE,  OTC,  CBOE  and 
all  regional  exchanges).  In  turn, 
we  will  confirm  all  trades  by 
phone  with  our  customers  often 
within  minutes  of  their  call. 

Save  up  to  65%*  and  more. 
We  believe  our  commissions  on 
stocks  and  options  are  low  enough 
to  make  many  losing  or  break- 
even trades  profitable,  when 
compared  to  full  service  rates. 


Fidelity  Repitser.wt.ve 
Brokerage             Full-Service  Yout 
Setvtces                 Rates*  Savings 

400  shs.  ac  $12 

$  58.40 

$118.00 

51% 

600  shs.  at  $15 

74.00 

173.00 

57% 

800  shs.  at  $25 

120.00 

310.00 

61% 

1000  shs.  at  $30 

140.00 

416.00 

66% 

iased  on  1979  survey  of  leading  full-service  firms. 


FIDELITY 

BROKERAGE  SERVICES  INC 


■  A  member  of  the  Fidelity  Management  Group 
serving  over  450,000  investors  worldwide. 


Interest  on  credit  balances. 

Credit  balances  awaiting  re- invest- 
ment will  earn  interest  at  a  rate 
which  is  tied  to  curcent  money  mar- 
ket yields.  By  keeping  your  cash  at 
work,  you  can  improve  your  results. 

There's  far  more  to  learn 
from  our  comprehensive  literature. 
We  urge  you  to  get  a  copy  with 
our  coupon  or  call  today. 

Call  Free 

(800) 
343-6530 

In  Mass.  Call  Collect  (617)  367-9569 

901 

Fidelity  Brokerage  Services,  Inc. 
RO.  Box  2698,  Dept.  JB  121079 
201  Devonshire  St. 
Boston,  MA  02208 
Please  send  complete  information 
regarding  your  services. 


ADORED 


CITY 


STATE 


TELEPHONE 


Members  NASD  Si\K 


Stock  Comment 


"Are  you  free  for 
lunch  on  Friday?** 

Check  your  business  appointments  next 
year  in  Forbes  1980  Executive  Diary.  You 
can  fill  every  half  hour  from  8  a.m.  until  5:30 
p.m.  and  stay  completely  organized.  Ivory 
pages,  dark  tan  and  gold  binding  make  it  a 
handsome  ornament  for  your  desk.  Gener- 
ous space,  numerous  reference  and  personal 
record  tables  make  it  a  practical  tool. 

-  2  pages  to  each  week 

-  record  of  securities  bought  and  sold 

-  interest  tables 

-  statistics  on  top  U.S.  corporations 

-  toll  free  800  phone  directory  and  more 

Price:  1-5  diaries,  $15  each;  6-20  diaries,  $12 
each;  21  or  more,  $10  each. 

Initials  $1.50  per  diary 

Forbes  Diary 

(att:  Mr.  Ted  York)  60  Fifth  Ave., 
New  York,  NY  10011 

Send  me  1980  Forbes  Diary(ies). 

My  check  for  $  including  appli- 
cable sales  tax*  payable  to  Forbes  Inc.  is 
enclosed.  D32 

Name  

Address 


City 


State  Zip 


'Please  add  8%  in  New  York  City,  sales  tax 
elsewhere  in  New  York  State  prescribed  by  law. 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  41  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  January  2,  1980 
to  shareholders  of  record  at  the 
close  of  business  December  7, 
1979. 

R.  E.  FONVILLE 

Secretary 

Dallas,  Texas 
November  16,  1979 


electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


RISTORANTE 
ITAUANO 
LUNCH  &  DINNER 
k    A  mer.  Express  & 
OinersCliib 

(Bet.  2nd  &  3rd  Aves.) 
MY.C  7"VS450  1 


Regardless  of  the  inherent  truth  in  the  stau 
ment  that  stocks  are  undervalued,  repea 
ing  it  won't  make  stock  prices  go  up. 


THE  STOCK 
MARKET  HOLDS 


By  Heinz  H.  Biel 


The  oncoming  re- 
cession is  no  longer 
expected  to  be  brief 
and  shallow.  The 
*9BI  term  soft  landing  has 
been  dropped.  Such 
growing  pessimism 
on  the  business  out- 
look is  because  of 
the  realization  that 
something  stronger 
than  a  mild  slowdown  is  needed,  if 
Fed  Chairman  Volcker's  objective  of 
getting  inflation  under  control  is  to  be 
achieved.  That  this  has  to  happen  in 
an  election  year  is  a  bit  rough  on  the 
incumbent,  and  it  will  be  interesting 
to  see  how  soon  Mr.  Carter's  econom- 
ic knees  will  begin  to  buckle. 

The  stock  market  has  come  down 
to  a  point  where  the  Dow  Jones  indus- 
trials are  selling  at  just  over  six  times 
past  12  months'  earnings.  Even  if 
allowance  is  made  for  the  strong  prob- 
ability that  earnings  will  be  lower 
(perhaps  considerably  lower)  next 
year,  the  present  valuation  is  not  real- 
istic. It  makes  most  inadequate 
allowance  for  the  present  value  of  the 
physical  properties  owned  by  our  ma- 
jor corporations. 

However,  statements  like  this,  re- 
gardless of  their  inherent  truth,  won't 
make  stock  prices  go  up.  Markets 
don't  have  to  be  "rational";  just  as  the 
mere  fact  that  a  triple-A  bond  is  down 
20  or  30  points  is  no  reflection  on  its 
quality. 

A  stock  market  does  not  exist  in  a 
vacuum.  Sentiment  is  a  major  factor, 
as  we  have  seen  time  and  time  again, 
and  the  outlook  for  business  and  cor- 
porate profits  is  important,  as  is  poli- 
tics. However,  too  little  weight 
seems  to  be  given  to  the  basic  corre- 
lation between  interest  rates  and  the 
earnings  multiple,  the  price/earnings 

Heinz  H  Biel  is  a  vice  president  of  the  NYSE 
firm  ofjanney  Montgomery  Scott. 


ratio,  at  which  stocks  are  sellii 
Back  in  the  early  Sixties,  before 
got  deeply  involved  in  the  Vietn 
war  and  the  inflation  rate  was  to 
ably  low,  the  various  Bell  Telephc 
operating  subsidiaries,  using  them 
the  example,  could  sell  their  top-ra 
40-year  bonds  with  4%%  or  4'/ 
coupons.  In  those  years,  1961-63, 
P/E  on  the  Dfl  ranged  between  18 
24.  By  1966  and  into  1968,  the 
had  risen  to  5V2%  to  6%  and  by  15 
it  was  up  to  8%,  as  inflation  began 
become  a  factor  that  could  no  Ion 
be   overlooked.   As   interest  ra 
climbed,  the  P/E  came  down  to  ab« 
14  in  1969. 

When  the  bottom  dropped  out 
the  stock  market  in  the  fall  of  19 
with  the  P/E  collapsing  to  about  (. 
Northwestern  Bell  and  South  Cent 
Bell  had  to  put  a  10%  coupon  on  th 
40-year  debentures.  In  the  past  f 
years  we  had  periods  when  inflat 
moderated.  For  a  while  long-term 
terest  rates  declined  below  8%  i 
the  P/E  went  up  to  a  more  agreeable 
to  12.  Present  interest  rates  of  11V3 
on  new  Telephone  bonds  are  withe 
precedent.  Is  it  surprising  that  cum 
corporate  profits  are  getting  such 
unusually  low  evaluation  in  toda 
market? 

It  is  characteristic  of  bear  mark 
that  in  the  end  just  about  all  stoc 
are  taking  a  drubbing.  It  is  not  tl 
stocks  which  initially  have  been  a 
to  withstand  the  downward  drift 
losing  their  lustre,  but  that  ot 
stocks  have  declined  so  much  that 
resisting  favorites  stick  out  like  s« 
thumbs.  That  is  when  the  bigg 
bang-for-a-buck   policy  causes 
switching  from  stocks  that  are  re 
lively  overpriced  into  those  that 
relatively  underpriced. 

Hospital  Corp.  of  America  (40)  1 
been  on  my  favored  list  for  some  tn 
(Forbes,  Mar.  19).  The  stock  has  dcK 
well  and  is  now  selling  at  its  alltii  sjn,,^ 
high.  Earnings  will  probably  reach 
a  share  this  year,  up  from  $2.39,  a 
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lother  20%  gain  in  1980  is  not  an 
-treasonable  expectation.  Who  could 
,k  for  more? 

However,  there  are  other  compa- 
es  that  also  have  appealing  pros- 
:cts,  but  that  have  been  hurt  in  this 
:ar  market  and,  therefore,  sell  at  a 
ore  moderate  multiple;  take,  for  in- 
ance,  General  Instrument  Corp.  (41), 
jwn  from  47,  a  12-year  high.  This  is 
^  rejuvenated  electronics  company 
ith  a  rather  strong  gambling  flavor. 
i  American  Totalisator  subsidiary  is 
e  leader  in  computerizing  race-track 
:tting,  off-track  betting  and  state  lot- 
ries.  Unless  you  have  moral  sem- 
es, you  will  find  this  rapidly  grow- 
g,  worldwide  business  an  intriguing 
vestment.  Other  divisions  of  the 
impany  make  various  products  for 
ble  TV  and  pay  TV,  semiconductors 


ud  a  variety  of  industrial  compo- 
:nts.  Earnings  in  the  fiscal  year  end- 

Ig  Feb.  28,  1980,  are  expected  to  ap- 
oach  $5  a  share,  fully  diluted  and  up 
)m  $3.77  last  year. 
•  The  trouble  with  conglomerates  is 
N  at  top  management  may  not  know 
erything,  or  at  least  not  enough,  of 
lat  is  going  on  in  every  division  of 
ery  subsidiary.  This  seems  to  be 
H  hat  has  happened  at  Emhart  Corp. 
I),  sl  company  that  has  been  receiv- 
1  g  favorable  mention  in  this  column 
■ft)  r  a  number  of  years. 

Emhart's  Bailey  division,  part  of  the 
it  76  USM  acquisition,  has  been  los- 
4  g  its  shirt  making  lightweight  plas- 
ni  ;  auto  parts.  Due  to  technical  and 
■  anufacturing  difficulties  the  Bailey 
'  vision  will  have  a  $15  million  after- 
Wye  deficit  this  year  on  just  $36  mil- 
Mi  in  contracts.  That's  really  quite 
accomplishment. 

A  loss  of  such  magnitude  hurts,  but 
isn't  a  fatal  blow.  Earnings  in  1979 
11  be  down  to  about  $60  million,  or 
iighly  $5  a  share  vs.  $5.93  a  year  ago 
;d  far  below  the  Standard  &  Poor's 
I  timate  of  $6.60.  In  the  circum- 
inces  it  is  puzzling  that  Emhart's 
inagement  raised  its  dividend  rate 
July  26  and  apparently  did  not  ob- 
:   :t  to  the  latest  S&P  report,  saying 
tf  'it  "earnings  for  1979  are  expected 
p..  ipost  a  solid  increase  from  1978." 
-  [f  top  management  did  not  know 
;  J  til  October  that  the  Bailey  division 
j  lis  in  deep  trouble,  this  would  indi- 
ite  an  unpardonable  lack  of  control, 
i  It  did  know  and  did  not  disclose  the 
i:t  promptly  to  its  shareholders,  such 
i>:i4:k  of  candor  is  difficult  to  excuse, 
i  edibility  is  easy  to  lose  but  slow  to 
i;ain.  As  far  as  I  am  concerned,  the 
>ck  is  now  on  probation.  ■ 


The  gold  Mi niCon tract. 

At  Ys  the  size,  it  could  be  your 

golden  opportunity. 


MiniContracts  allow  greater 
flexibility  in  trading  the  active  metals 
futures.  Available  in  metals,    \m»i  a  • 
soybeans,. grains,  hogs  MlCtAmSriCcI 
and  cattle  Ask  your  MCOITimOClity 

111  Exchange 

The  Marketplace  for  MiniContracts 

Dept.  46 , 175  W.  Jackson,  Chicago,  IL  60604 
(312)  435-0606 


broker  or  write: 


What  happens 
when  scarce  resources 
get  guzzled  up? 


We  believe  they  grow  in  value. 

If  you're  interested  in  capital 
growth  and  see  the  advantages  of 
investing  in  natural  resources  that 
may  become  more  scarce  —  and 
more  valuable  —  please  contact  us. 

Our  portfolio  includes  com- 
panies which  own  or  develop 
natural  resources,  as 
well  as  shares  of 
other  promising 
enterprises. 


HOWE  PRICE 
NEW  ERA  FUND,  INC. 

I  A  No-Load  Fund 

I  100  East  Pratt  Street 

I  Baltimore,  Maryland  21202 

1-800-638-5660 
If  busy,  or  in 
jp,^  Maryland 

Meet. 

Name  


call  301- 
'547-2136 


A-6 


For  more  complete  information, 
ncludmg  the  management 
fee  and  other  charges  and 
expenses,  obtain  a  prospec 
tus  Read  it  carefully 
before  you  invest  or  send 
money 
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INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  158-159 
of  this  issue  for 

Forbes 

Classified 


Heart  Disease 

dies  with  the  patient 

Huntington's 

Disease 

kills  on  and  on  and  on. 


NATIONAL 

HUNTINGTON'S  DISEASE 

ASSOCIATION 


Suite  501, 1441  Broadway 
New  York.  NY  10018 
212-966-4320 
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GRAHAM-REA  INVESTMENT  ANALYSIS 

Based  on  Benjamin  Graham's  investment  crite- 
ria, indicating  "buys",  "holds"  and  factors 
needed  for  verification.  Issued  monthly  for 
$150.00  per  year  by: 

Dr.  James  B.  Rea 
10966  Chalon  Rd.,  Los  Angeles,  CA  90024 
(213)  472-0127 
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Financial  Strategy 


Gambling  is  gambling.  The  economic  func 
tion  of  the  plunger  is  to  be  fleeced. 

MR.  PRESTON 
GOES  TO  THE 
CLEANERS 


By  John  Train 


Reader  Richard  R. 
Preston  of  Albuquer- 
que, N.M.  has  sent 
me  a  copy  of  his  la- 
ment to  the  man- 
ager of  his  brokerage 
house  in  Denver, 
Colo.  With  names 
changed  slightly  to 
protect  the  guilty, 
here  it  is: 

June  8,  1979 

Mr.  Harry  Bell,  Manager 
Superior  Securities  Inc. 
Denver,  Colo. 

Dear  Mr.  Bell: 

For  nearly  a  year  prior  to  November 
1978  your  account  executive,  Mr. 
Blinken,  solicited  me  with  almost 
weekly  telephone  calls  discussing  var- 
ious aspects  of  the  stock  market  and 
the  commodities  market.  Starting  in 
September  1978,  Mr.  Blinken  did  con- 
siderable expounding  about  the  com- 
modities market:  Real  money  can  be 
made  in  futures  trading,  and  the  Den- 
ver office  of  Superior  Securities  has  a 
trader,  Mr.  Wizzer,  who  had  a  system 
and  a  skill  that  gave  him  an  "edge" 
over  other  traders. 

Although  I  quoted  to  Blinken  such 
authors  as  Andrew  Tobias,  John 
Train,  Brutus  (Diary  of  a  Stockbroker), 
Dr.  Martin  Zweig  and  others,  he  de- 
nied their  claim  that  you  lose  money 
in  the  commodities  market  no  matter 
who  does  the  trading — yourself  with  a 
trader's  advice,  or  the  trader  with  the 
customer's  full  discretionary  power. 

It  was  on  Nov.  15,  1978  that  I 
signed  the  necessary  "high  risk"  dis- 
claimers and  sent  a  check  to  Denver 
to  open  a  full  discretionary  commod- 
ity trading  account  to  allow  Mr. 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  Neiv  York,  and  the  author  of 
Dance  of  the  Money  Bees. 
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Wizzer  to  trade  my  account. 

From  this  point  on  until  six  monl 
later,  I  felt  I  had  contracted  a  dose 
plague  transmitted  by  telephone. 

To  big  plungers  the  statistics 
tached  to  my  commodity  accoi 
would  probably  not  be  significant,  r. 
to  one  who  had  no  intentions  of  goi 
for  broke  to  make  a  killing,  but 
possible  to  return  a  capital  gain 
about  30%,  the  next  months  wer« 
nightmare.  Within  six  months,  w 
just  50  transactions,  Wizzer  rollec 
loss  of  40%  of  the  account,  abc 
$8,000.  On  25  transactions,  he  ma 
about  $9,200  and  on  22  transactic 
he  lost  $17,200  of  my  money,  wh  « 


Superior  made  over  $2,500  in  co 
missions.  Certainly,  if  I  had  rolled  t 
dice  at  Las  Vegas  and  lost  at  this  raj 
I  would  not  feel  half  as  bad  as  af 
having  done  business  with  a  relia 
investment  firm. 

It  is  my  opinion  that  the  SEC  and 
FTC  must  attach  numbers  and  a  mc 
exact  definition  to  the  words  "hi 
risk,"  and  if  the  shell-game  artists 
not  quote  this  information,  their 
censes  should  be  revoked. 

The  commissions  paid  to  a  reliab 
conservative,  trustworthy  firm  are 
advice  that  represents  the  views 
the  management.  No  doubt  Mr.  Bl 
ken  is  a  skilled  and  successful  sal 
man,  but  so  was  P.T  Barnum.  A  sal 
man  who  generates  a  clientele  of  r« 
sonably  satisfied  customers  is  go 
for  the  people  he  works  for,  but  o 
who  creates  enemies  by  the  dissen 
nation  of  misleading  informati 
does  nobody  any  good. 
'  Your  man  Blinken  told  me  that  y 
have  a  trader  in  your  Denver  offi 
who  has  an  "edge"  in  trading  in  t 
commodity  futures  market  and  1 1 
lieved  him .  This  edge  was  to  reduce  t 
odds  from  99  losers  out  of  100  play« 
(John  Train's  figures). 

May  I  introduce  you  to  one 
Train's  99. 

Sincerely  you 
Richard  R.  Prest 
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Mr.  Preston's  history  has  a  lot  of 
adly  familiar  features. 

First,   the  salesman   dangles  his 
irm's  certified  genius  or  guru,  who 
as  a  patented  system  that  makes  it 
lmost  impossible  to  lose.  (Often, 
hough  not  in  this  instance,  there's  a 
larvelous  hypothetical  record  to  ad- 
lire — what  would  have  happened  if 
ou'd  followed  the  system.) 
Then,  the  victim  has  unreasonable 
xpectations.  Gains  of  30%  a  year 
ompounded  would  mean  that  the 
ictim's  capital  would  almost  double 
very  two  years:  A  $1  million  account 
:.  irould  reach  $1  billion  soon  enough.  If 
ioAiat  ever  happened,  we'd  hear  about 
E.  I;!  Mr.  Preston  should  have  known 
setter.  Gambling  is  gambling.  The 
v  conomic  function  of  the  plunger  is  to 
;  e  fleeced. 

t  And  then  the  indignant  appeal  for 
:  overnment  intervention,  which  usu- 
al; lly  makes  things  worse, 
ve;  Alas,  if  you  are  greedy  and  believe 
l  miracles,  no  SEC  or  FTC  can  save 
r  ou.  Somebody  will  separate  you  from 
i-  our  money. 

raj  I  do  agree  with  Mr.  Preston  that 
c:  le  commodities  game  is  contami- 
,  ating  serious  investment  houses.  I 
now  that  the  profits  to  the  house 
a  re  huge,  but  it  pains  me  to  see  a 
>k  ustomer  walk  through  the  door  of  a 
00-year-old  firm  and  receive  serious 
'k!  dvice  if  he  happens  to  turn  right,  so 
)  speak,  or  be  ruthlessly  taken  to  the 
eaners  if  he  happens  to  turn  left. 
t  /hy  should  bookmaking  on  horse 
ices  be  illegal,  and  taking  bets  on 
)w  bellies  be  presented  as  a  bona 
de  investment  "product"?  Would 
e  same  houses  add  bookmaking  to 
eir  "products"  if  that  were  legal, 
d  push  playing  the  ponies  as  a  form 
'investment"?  (Perhaps!)  I  also 
ar  that  a  lot  of  people  besides  Mr. 
eston  will  wake  up  to  what  has 
ppened  to  them  and  won't  forget  it 
a  hurry. 

HONOR  ROLL 

,  Here  is  a  list  of  some  of  the  major 
rokerage  houses  that  do  not  deal  in 
jmmodities: 

ateman  Eichler,  Hill  Richards 
C.  Bradford  &  Co. 
lex.  Brown  &  Sons 
ain,  Kalman  &  Quail,  Inc. 
ambrecht  &  Quist 
isephthal  &  Co.,  Inc. 
idder,  Peabody  &  Co. 
egg  Mason  Wood  Walker  Inc. 
tontgomery  Securities 
lorgan  Stanley  &  Co.,  Inc. 
otan  Mosle  Inc.  ■ 
.  


/  -> 

2  things  you  should  know 
about  EVERY  stock  that 
concerns  you: 


AMERICAN  TELEPHONE      asr  E?     II, -7  ■.:ip'»«<r-7^g| 


Each  of  1700  stocks  monitored 
by  Value  Line  is  the  subject  of  a 
new  full-page  Report  (size  8V2  x 
11)  every  13  weeks.  (A  com- 
plete set  of  the  latest  Reports  is 
yours  as  a  bonus  below.) 


TIMELINESS  5  Lowves' 

/  Relative  Price  Perform-  \ 
\  ance  Next  1 2  Mos  / 

SAFETY  1  Hghes, 

(Scale  1  Highest  to  5  Lowest) 

BETA  .75 


Each  of  these  full-page  Re- 
ports contains  more  than  7000 
items  of  information  about  the 
subject  company  and  its  stock. 
But  before  you  bother  with  any 
other  information,  there  are  two 
things  you  should  know  about 
EVERY  stock  that  currently 
concerns  you: 

1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately).  If  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness — reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  next  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2 — and  not  worse 
than  3  (Average)— for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $33— about  half  the  regular  price— providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2400-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week— and  the  96-page  booklet,  "Evaluating  Common  Stocks."  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 
Fill  in  and  mail  the  coupon  below. 


■The  Value  Line  Investment  Survey  '^Wf] 

I  Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,  •  New  York,  N.Y.  10017  N' 


□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years) 
and  send  me  the  two  bonuses  listed  above.  Check 
for  $33  is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 


316H10 


SIGNATURE 


■  A  famous-make  pocket- 

■  size  CREDIT  CARD/CAL- 

SCULATOR  (with  full 
memory)  given  to  you 

I when  you  order  The  Value 
Line  Investment  Survey 
_  for  one  year— and  send 
|  payment  now 


nana 
is  o  a  o  o  a 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

□  1  year  for  $330.  My  payment  is  enclosed-send  GUARANTEE:  If  dissatisfied  for  any  reason,  I  may 
me  the  CALCULATOR  as  my  extra  special  bonus,  return  material  within  30  days  for  full  refund  of 
(There  are  no  restrictions  with  this  annual  sub-  'ne  lee  I  have  paid 

Subscription  tax-deductible  and  non-assignable 


I 

■  □Enternmy  subscription  now.  Bill  me  for  $330.  Foreign  rates  on  request.  (NY  residents  add  sales 
J^^e^r^o^ck^e^^^^c^a^o^^  ma^mm  sh  mm  mn  «  mm  mwe       mm  mm  m 
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Psychology  cV  Investing 


alone 
at 

Christmas 


he  holidays 


are  tough  for  anyone  who  is 
all  alone. 

An  alcoholic  man  or  woman 
who  is  not  welcome  at  home. 

A  prisoner  serving  time. 

An  elderly  person  in  a 
nursing  home. 

A  recently  divorced  man  or 
woman. 

A  teenage  runaway,  angry 
with  his  family. 

The  Salvation  Army  reaches 
out  to  the  lonely.  It  visits 
those  in  institutions.  It 
welcomes  those  who  need 
companionship.  It  offers  a 
holiday  meal  to  men  and 
women  who  have  no  families 
of  their  own. 

During  the  holiday  season. 
The  Salvation  Army  tries  to 
make  sure  that  no  one  is  left 
out  in  the  cold. 

By  giving  to  The  Salvation 
Army,  you  help  to  make 
Christmas  a  time  of  warmth 

and  joy. 


It  would  be  nice  to  have  a  few  witches  \ 
burn.  For  the  moment  the  oil  companu 
and  their  profits  will  have  to  do. 

A  TURN  OF 
THE  SCREW 


...u,f 


By  Srully  Blotnick 


During  the  stock 
market's  jarring  Oc- 
tober decline  a  ma- 
jority of  the  inves- 
tors in  my  sample 
began  dumping 
their  holdings  of  oil 
stocks  and  contin- 
ued selling  them 
into  November. 
They  gave  three 
reasons  for  doing  so.  The  first  was 
that  "the  oil  and  gas  group  is  played 
out."  Approximately  12%  of  the  in- 
vestors surveyed  said  this  was  their 
principal  reason  for  selling.  Fair 
enough. 

The  second  reason  cited  had  to  do 
with  the  supply  of  oil.  "There  is  going 
to  be  a  glut  soon,  I've  heard,"  said  one. 
"This  is  an  artificial  shortage,"  said 
another.  Nearly  11%  said  this  was 
their  major  reason  for  selling. 

The  third,  and  by  far  the  most  im- 
portant reason  investors  gave,  was  the 
proposed  windfall  profits  tax.  "It'll 
take  the  wind  out  of  their  sails,"  said 
one  investor.  "The  oil  companies  are 
going  to  get  knocked  for  a  loop,"  said 
another.  "I  think  Congress  and  the 
President  are  out  to  destroy  them," 
said  a  third.  Almost  58%  of  those  who 
were  selling  oil  stocks  cited  the  pro- 
posed excess  profits  tax  as  their  main 
reason  for  doing  so. 

I  wanted  a  quantitative  measure  of 
their  pessimism,  and  since  Exxon  is 
the  oil  stock  held  by  the  largest  num- 
ber, one  of  the  questions  I  asked  was: 
What  portion  of  Exxon's  third-quarter 
net  profit  of  $  1 . 1 5  billion  do  you  think 
the  government  would  have  gotten  // 
the  windfall  profits  tax  had  already 
been  in  effect? 

By  the  way,  what's  your  guess?  No 
cheating,  now.  Don't  jump  ahead  in 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


the  article.  Just  jot  your  guess  in 
margin  and  read  on  to  find  out  h 
well-informed  you  are. 

Here's  what  my  investors  guesse 

During  the  last  week  in  Octa 
and  the  first  week  in  Noveml 
when  the  survey  was  taken,  few 
vestors  had  yet  had  a  chance  to  st\ 
the  provisions  of  the  proposed  legi 
tion.  But  that  didn't  stop  them  fr 
having  very  strong  feelings  about  i 
or  from  acting  on  those  feelings. 

What  part  of  the  profits  did  the 
vestors  think  the  oil  companies  woi 
have  lost?  The  answers  ranged  fr 
30%  to  100%.  The  average  ansi 
was  72% .  In  other  words,  most  in\i 
tors  are  of  the  opinion  that  the  wi 
fall  profits  tax  would  have  cost  the 
companies  almost  three-fourths 
their  third-quarter  net  income.  | 
most  4%  of  the  replies  were  100*^ 
that  is,  the  government  gets  it  all. 

Executives  at  the  major  oil  com 
nies  found  the  figures  disturbi 
"Numbers  like  that  are  scary, 
one  top  official.  "They  get  to  be  st 
fulfilling  if  enough  people  come  to 
lieve  them." 

So  much  for  the  fantasy.  What 
the  facts?  The  estimates  were  / 
high.  Exxon  said  that  the  correct 
swer  for  the  record-breaking  th 
quarter  would  have  been  3% — abou 
cents  a  share — if  the  proposed  tax 
been  in  effect. 

Ulyesse  J.  LeGrange,  the  contro 
of  Exxon,  told  me:  "Our  third-quar 
net  earnings  were  increased  about ! 
million  to  $50  million  due  to  the 
control  of  crude  oil  prices."  Using 
House  version  of  the  windfall  proi 
tax,  which  is  about  twice  as  punit 
as  the  Senate  version,  "would  hi 
resulted  in  the  loss  of  about  $30  n 
lion  to  $38  million  of  that  amoun 
(Remember,  Exxon  earned  $1.15  1 
lion  in  the  quarter.) 

However,  there  are  two  nonrec 
ring  items.  There  is  a  $200  milli« 
one-time  increase  in  the  value  of  E: 
on's  inventory  in  the  U.K 


■ 


an 
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I  that  the  U.K.  no  longer  taxes, 
here  were  $51  million  in  earn- 
from  foreign  currency  transla- 
.  Removing  both  items  decreases 
l's  third-quarter  profits  to  $900 
jn.  The  windfall  profits  tax  thus 
i  have  reduced  those  earnings 
4%  and  brought  them  more 
line  with  the  4%  to  5%  that 
major  oil  companies  judged 
i  be  the  impact  of  the  tax. 
;hort,  the  average  investor's  esti- 
was  about  18  times  higher  than 
:tual  figure. 

at  does  all  this  mean?  Why  are 
lany  investors  so  pessimistic 
the  prospects  for  this  industry 
:  very  time  it  is  booming?  Their 
rial  hostility  toward  the  oil  in- 
y  significantly  influenced  their 
ok  for  the  group.  Instead  of  being 
d  by  the  age-old  principle,  "If 
an't  beat  'em,  join  'em,"  they 
ed  the  oil  companies  were  "fi- 
going  to  get  theirs,"  as  one  put 
m  selling  my  stock  before  they 
obbered,"  said  another.  He  said 
a  tone  that  indicated  he  wasn't 
:ly  unhappy  they  were  about  to 
'  Obbered — now  that  he  was  out  of 
ock. 

ise  are  troubled  times,  and  it's 
o  have  someone  to  blame.  Find- 
target  is  usually  easy  and  quite 
)rting.  Somebody  or  something 
lere  that  is  out  to  get  you.  Find- 
scapegoat  relieves  you  of  the 
II  to  think  too  deeply  about  the 
J'tjrem.  Gives  you  a  nice  feeling  of 
jjl  outrage,  too.  But  as  the  example 
c  j<'  discussion  indicates,  scapegoat- 
-■»an  also  be  expensive.  Investors 
ire  using  the  oil  companies  as  a 
^jjgoat  for  the  country's  current 
>mic    difficulties    are  costing 
-li  selves  money. 

Mothers  many  of  the  people  I  sur- 
hat  they  can't  locate  an  even 
r  and  more  evil  culprit  than  the 
they've  found  thus  far.  It  would 
:e  to  have  a  few  witches  to  bum. 
...the  moment,  the  oil  companies 
lave  to  do.  Jimmy  Carter,  they 
•  iey'11  take  care  of  next  year. 
i<  always  easy  to  assume  a  con- 
!l;y — OPEC,  the  oil  companies, 
:.:j|e  the  U.S.  government,  too,  all 
\w  together  to  bilk  vow,  The  bas- 
il As  one  investor  put  it,  express- 
q  e  view  of  the  majority:  "They're 
'  antly  conspiring  to  screw  us." 
liestors  with  that  view  clearly  are 
L'tra  a  fair  amount  of  it  to  them- 
ulfl.  By  the  way,  what  was  your 
J :  about  what  the  tax  would  do  to 
ill's  profits?  ■ 


MAPCO  IS 
PEOPLE,  BUT... 


Not  just  ordinary  people.  Hard  workers, 
each  of  whom  will  produce  about 
$180,000  in  MAPCO  sales  and  revenues 
this  year.  They  work  at  extracting 
MAPCO's  reserves  of  oil,  coal  and  natural 
gas  to  help  fuel  our  nation's  energy  re- 
quirements. They  man  the  nation's 
longest  LP-gas  pipeline  and  the  world's 
first  common  carrier  anhydrous  am- 
monia pipeline.  They  serve  customers  in 
retail  Thermogas  stores  in  11  states  with 
appliances,  LPG  and  liquid  fertilizer. 
They  also  produce  and  market  sonic  in- 
strumentation devices.  Unusual  people? 

For  a  closer  look  at  what  they've  done 
for  MAPCO's  diversification  and  profit- 
able growth,  write  for  our  current  report. 

Dept  P,  1800  S.  Baltimore  Ave 
Tulsa,  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


Fatten  up  your  Keogh 
withmone 
yields. 

Fidelity  Cash 
Reserves  will 
nourish  your 
tax-sheltered 
Keogh  retire- 
ment plan  with 
today's  high  money 
market  yields. 

The  minimum  initial 
deposit  in  a  Cash  Reserves 
account  is  only  $1000,  and 
subsequent  deposits  need  only 
be  $100  each. 

A  small  amount  for  a  big  gain 
in  weight. 

Call  Free  (800)  225-6190 


55l 


Fidelity  Keogh  Plans 


P.O.  Box  832,  Dept.  .IB  121079 
82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  information,  including  management 
fees,  charges  and  expenses,  please  write  or  call 
for  a  prospectus  and  our  Keogh  literature.  Read 
them  carefully  before  you  invest  or  send  money. 


In  Mass.  Call  Collect  (617)  726-0650 


■   Fidelity  Group 

Over  $5  billion  of  assets  under  management 


ADDRESS 


STAT1- 
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Commodities 

MONEY  &  INVESTMENT 

As  the  recession  begins  to  take  hold,  one 
would  expect  the  yield  curve  to  assume  a 
more  normal  shape — the  question  is  when. 

INTEREST  RATE 
INVERSION 


By  Stanley  W.  Angrist 

It  is  not  unexpected 
when  visiting  a 
commodity  broker's 
office  to  hear  the 
crowd  gathered 
there — brokers  and 
customers — discuss- 
ing the  latest  U.S. 
Department  of  Agri- 
culture report  on  the 
expected  harvest, 
crop  yields,  bacon  slicings,  pigs  per 
litter  and  the  like.  After  all,  if  you  are 
going  to  speculate  in  soybeans,  live 
cattle,  live  hogs  or  pork  bellies,  those 
are  the  fundamentals  that  will  ulti- 
mately affect  the  price  of  the  crop. 

However,  now  one  is  just  as  likely 
to  hear  the  crowd  discuss  the  inver- 
sion of  the  yield  curve,  positive  carry 
situations,  Ml  and  M2,  reverse  repos 
and  the  GNP  deflator.  The  reason  for 
the  new  vocabulary  has  to  do  with  the 
introduction  of  a  whole  new  assort- 
ment of  futures  contracts,  all  of  them 
having  something  to  do  with  financial 
instruments.  They  include  GNMA 
mortgage  futures,  long-term  Treasury 
bonds,  four-year  Treasury  notes,  one- 
year  Treasury  bills,  90-day  Treasury 
bills,  90-day  commercial  paper  and 
30-day  commercial  paper. 

Before  looking  at  the  present  inter- 
est-rate situation  it  might  be  well  to 
review  the  factors  that  influence  in- 
terest rates  and  hence  the  price  of 
financial  futures.  Keep  in  mind  that 
the  prices  of  nearly  all  financial  fu- 
tures are  stated  as  a  percentage  of  par; 
thus  100-00  is  100%  of  par.  A  price  of 
81-12  would  indicate  a  price  of 
81,2/32%— 81.375%— of  par.  Digits  to 
the  right  of  the  dash  are  32nds  of  a 
percent.  (As  I  recall,  we  use  32nds  to 
quote  bond  yields  because  one  of  the 
early  kings  of  Engl;;:       ho  liked  to 


Stanley*  W.  Angrist  is  a  proft  Carnegie- 
Mellon  University,  and  the  author  f  Sensible 
Speculating  in  Commodities. 


fool  around  in  the  money  markets  had 
32  toes  on  each  foot.) 

Market  participants  usually  divide 
the  factors  that  influence  interest 
rates  into  two  categories — technical 
and  fundamental.  Technical  factors 
would  include  such  items  as  the  sup- 
ply of  securities  in  government-bond- 
dealer  hands,  the  size  of  short  posi- 
tions and  foreign  exchange  activi- 
ties—all of  which  can  exert  strong  but 
transitory  pressures  on  market  inter- 
est rates.  Fundamental  factors  would 
include  such  items  as  the  rate  of 
change  of  the  inflation  rate,  real 
changes  in  the  GNP,  unemployment 
rate  changes  and  so  on. 

It  is  also  well  to  keep  in  mind  that 
the  average  expectation  of  the  partici- 
pants in  the  market  is  already  reflect- 
ed in  the  market  prices.  Thus,  when  a 
speculator  takes  a  position,  he  must 
determine  how  his  view  differs  from 
the  market  expectation.  (That  state- 
ment, of  course,  is  true  for  any  mar- 
ket— not  just  the  financial  futures 
market.) 

One  of  the  most  important  of  the 
large  number  of  fundamental  factors 
that  influences  interest  rates  is  an  ac- 
celeration in  the  rate  of  inflation;  this 
increases  both  short-  and  long-term 
interest  rates,  thus  reducing  fixed-in- 
come security  prices.  This  happens 
because  as  inflation  increases,  infla- 
tion-adjusted real  returns  are  lowered, 
reducing  the  demand  for  fixed-income 
securities.  In  addition,  a  rise  in  the 
expected  inflation  rate  reduces  the 
real  cost  of  borrowing,  thereby  in- 
creasing the  supply  of  fixed-income 
offerings. 

Another  important  fundamental 
factor  is  an  acceleration  in  real  eco- 
nomic growth,  which  also  increases 
interest  rates  because  the  demand  for 
credit  in  an  expanding  economy 
tends  to  rise  relative  to  the  supply  of 
credit.  Conversely,  a  reduction  in  the 
GNP  growth  rate  tends  to  depress  in- 
terest rates  because  there  is  less  de- 
mand for  credit  when  business  is  ex- 


panding slowly  or  contracting. 

As  I  mentioned  in  my  May  14 
cle  on  interest  rates,  an  understar) 
of  the  concept  of  the  yield  curve 
primary  importance  in  understan 
changes  in  interest  rates.  The 
curve   is   a   representation  of 
changes  in  yield  for  a  particular 
gory  of  financial  instruments  diff{ 
only  in  terms  of  maturity.  The  c 
risk  is  assumed  to  be  homogeneou 
so-called  "normal"  yield  curve  si 
upward,  implying  that  purchase 
security  with  a  longer  time  to  ma 
ty  brings  a  higher  rate  of  return.  S 
upward  sloping  yield  curves  appai 
ly  result  from  the  fact  that  inve; 
have   a   liquidity  preference, 
means  that  they  are  willing  to  ac 
a  lower  return  for  the  right  to  in 
in  a  shorter-dated  instrument.  1 
though  the  market  value  of  any  fi 
income  security  falls  when  inte 
rates  rise,  the  value  of  a  short  ma 
ty  instrument  (such  as  T-bills)  i 
fected  less  than  that  of  a  long-mai 
ty  investment. 

When  short-term  interest  rates 
above  long-term  rates,  the  yield  ci 
has  a  negative  slope  and  it  is  ten 
"inverted."  Inverted  yield  curves 
pear  to  arise  because  of  interest 
expectations.  Short-term  rates 
usually  high  near  business-c 
peaks — because  of  high  inflat] 
strong  credit  demands  and  balg 
sheet  deterioration.  The  curve  inv 
because  investors  expect  inte 
rates  to  drop  as  credit  conditions  e 
The  yield  curve  at  present  is  inverl 

And  it  is  precisely  this  inversit 
am  suggesting  that  speculators  tr 
take  advantage  of.  The  Decern 

1980  T-bond  is  selling  for  less  tj 
the  December  1981  T-bond,  proc 
ing  an  inverted  yield  curve.  As 
recession  begins  to  take  hold, 
would  expect  the  yield  curve  to 
sume  a  more  normal  shape — that 
with  the  1980  bond  selling  for  rr 
than  the  1981  bond.  Therefore,  I  i 
gest  that  traders  try  to  buy  the 
cember  1980  T-bond,  while  selling 
December  1981  bond  with  the  1 
bond  selling  at  least  at  a  5-point  j 
mium  to  the  1980  bond.  I  would  i 
no  more  than  20  points  on  this  spr 
from  my  entry  position.  Since  a 
point  is  worth  $31.25,  the  risk 
$625.  If  the  yield  curve  inverts  as 
pected,  the  1980  bond  would  raovi 
at  least  a  35-point  premium  to 

1981  bond  for  a  profit  of  $1,250 
spread.  Margin  on  a  T-bond  spreao 
around  $750,  while  a  round-turn  cc 
mission  is  about  $90.  ■ 
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^Inmy 
business 
wasted 


wasted 
moneys 


"It's  just  that  simple.  The  energy 
audit  we  just  did  for  our  company 
showed  us  where  we  could  cut  out  a 
lot  of  that  waste.  Now  we  are  saving 
money  through  lower  operating  costs. 
To  me,  saving  energy  means  saving 
money.  It's  also  our  chance  to  serve 
the  Nation  as  well." 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  fentrciy.  Washington,  D.C. 
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Market  Trends 


After  several  years  of  paring  down  deb 
equity  ratios  and  buying  in  debt,  the  co 
glomerates  are  at  it  again. 


RELEVERAGEVG 
KING  MIDAS 


By  Martin  T.  Sosnoff 


tween  rows 


When  I  visited  the 
Posners  in  their 
New  York  headquar- 
ters, it  was  not  ex- 
actly reminiscent  of 
a  typical  corporate 
office  with  neatly 
aligned  desks  and 
prim  secretaries 
mincing  their  way 
down  the  aisles  be- 
file  cabinets.  The 
Posners  booked  the  top  floor  in  the 
Plaza  Hotel  and  it  looked  like  a  com- 
bat command  post  for  General  Patton. 
The  floor  was  a  snake  pit  of  telephone 
cables  meandering  everywhere.  I 
think  I  counted  90  phones  and  the 
Posners  had  a  use  for  every  one  of 
them.  Why  take  a  chance  that  one  of 
their  point  men  couldn't  get  through 
with  some  intelligence?  The  acid  rock 
piping  through  the  floor  made  a  suit- 
able accompaniment  to  the  almost 
daily  acquisition  gambits  of  these 
King  Midas  practitioners  who  are  giv- 
ing Wall  Street  a  lesson  in  how  to  own 
the  world  with  other  people's  money. 

What's  going  on  here?  The  Posners 
are  fighting  Saul  Steinberg  for  UV  In- 
dustries. Riklis  is  offering  his  Rapid- 
American  shareholders  a  straight  pre- 
ferred, shrinking  his  equity  again  and 
pyramiding  his  debt  further — four  dol- 
lars in  debt  for  every  dollar  in  equity. 
The  Posners  sell  debentures  to  raise 
money  to  buy  stocks.  This  is  what  the 
UV  fight  is  all  about.  There  is  more 
than  $300  million  in  cash  there,  and  if 
Reliance  can  exchange  its  13%  deben- 
tures for  UV  stock,  it  has  effected  an 
indirect  debt  underwriting  that  today 
would  be  impossible  to  float  publicly. 
Reliance  then  has  the  gelt  to  take  on 
Perm  Central  or  whatever  else  might 
come  along. 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


After  several  years  of  paring  di 
debt/equity  ratios,  and  buying  in  « 
well  below  100  cents  on  the  dollar, 
conglomerates  are  leveraging  back 
Values  are  too  enticing.  Every 
copies  everyone  else.  Singleton  si 
ed  it  all,  using  the  cash  flow  of 
insurance  companies  to  make  mi 
equity  investments.  Posner  took 
step  further  and  played  the  "love 
or  buy  me  out"  game  and  Steinl 
has  made  serious  go-for-control  s 
mishes  in  the  savings  and  loan 
insurance  sectors.  Loews  used 
some  of  its  cash  hoard  to  buy  in  rr 
CNA  and  its  own  stock. 

All  these  operators  are  parar 
about  owning  as  much  of  their  c 
stock  as  they  can  muster.  Relia 
Group  is  bought  by  Leasco  (majo 
controlled  by  Steinberg),  and  Lease 
perhaps  eventually  the  holding  a 


pany  for  controlling  Reliance, 
dyne  issues  stock  dividends  in  lie 
cash  and  then  buys  in  equiva 
amounts  of  stock  in  the  open  mar 
The  reduction  of  outstanding  equit 
using  cash  flow  or  debt  instrument 
proceeds  apace  and  is,  incidental! 
source  of  demand  hyping  share  p 
levels.  Even  IBM  has  bought  in 
own  shares  and  subsequently  issu« 
billion  in  debt. 

The  corporate  operators  are  sev 
steps  ahead  of  the  passive  investor 
bonds — the  mutual  insurance  corr 
nies  and  pension  fund  managers  \ 
still  believe  bonds  are  conservative 
vestments.  The  inflationary  psyc 
sis  that  grips  the  world  leaves  tr 
institutions  still  unflappable,  but 
live.  For  them,  the  decline  in  inflat 
is  just  around  the  corner.  Maybe  th 
AV2%  bonds  bought  in  1964  will  ne 
come  back,  but  what  about  the  83) 
paper  of  1974 — is  that  good  for  nc 
ing,  too?  Pacific  Telephone  just  p  fftially tax 
12.7%  for  40-year  debenture  mor 
almost  parity  with  the  current  rat 
inflation  in  the  country.  It  takes  V 
Street  a  generation  to  wise  up. 

The  October  experience  was  an 
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xtion  point  in  perceptions  of  the 
)nd  crowd:  Stupidville  woke  up  and 
alized  it  would  have  to  demand 
ime  kind  of  premium  to  put  long- 
rm  funds  to  work  and  that  it  was 
llikely  that  inflation  or  interest 
tes  would  retreat  to  the  8%  to  9% 
I  vel  (IBM's  offering  got  in  just  under 
|  e  wire).  The  implications  for  equity 
arkets  are  staggering.  If  everyone 
ho  has  suffered  with  a  top-heavy 
>nd  portfolio  these  past  years  de- 
des  to  allocate  cash  flow  to  equities 
reduce  his  bond  percentage,  the 
I  :mand  side  of  the  stock  market  will 
i :  truly  enormous. 

;  It  would  be  foolish  not  to  be  cau- 
■'bus  about  the  near-term  course  of 
ffl  !e  market  considering  the  enormous 
r i^p  between  an  equity  yield  of  6%  and 
f  e  availability  of  single  A  telephone 

■  utility  bonds  couponed  over  12.5%. 
">:;'  springtime  everyone  will  have  a  fix 
'  t  the  shrinkage  in  corporate  profits, 
a  it  is  more  than  20%,  the  market 

>  uld  go  into  its  October  waterfall 
a  utine — five  trading  days,  75  points 
<;  iwn — and  this  could  put  us  at  750. 
"3jid  then  the  valuation  case  would 

assert  itself.  After  all,  stocks  at  four 
m  nes  earnings  represent  a  25%  rate 
i!  return.  Unless  inflation  hangs  us, 
eliiis  is  a  hedge  better  than  gold,  cop- 
ia  r,  sugar,  diamonds,  silver,  Persian 
is  gs  or  Orientalia. 

C  A  year  ago  I  said  I  couldn't  wait  for 
'  '79  to  go  away.  Actually,  it  bloomed 
is  i a  vintage  year  for  me.  The  ragamuf- 
;;>J  is  came  through  big — Reliance 
m  roup,  Teledyne,  Leasco,  De  Beers, 
jl  iews,  Syntex,  et  al.  Except  for  Supe- 
ie:  Ijr  Oil,  Schlumberger  and  a  few  drug 
ti  lues,  the  prime  growth  stocks  did 
ti  tie  more  than  tread  water.  Why 
:  iould  1980  be  any  different?  Every - 
>he  on  Wall  Street  thinks  the  second- 
er goods  have  to  tank  after  four  big 
v  ars.  But  Kodak  is  laying  off  produc- 
s!  m  workers  and  IBM  is  trying  des- 
:c  rately  to  find  the  right  formula  pric- 
■rs  1 1  to  encourage  leasees  to  buy  com- 
tui  iters.  As  long  as  interest  rates  hang 

■  I;  there,  everyone  is  going  to  use 
stlM's  credit  rating  to  lease.  For  me, 
vli.2  four-times  earnings  stuff  is  still 
•  miere  to  be. 

if-  For  all  you  cowards  out  there  who 
l)  i  closet  coupon  clippers  of  munici- 

e>  Is,  I  have  a  great  compromise.  The 
t  ;sa  Royalty  Trust  yields  10%  and  is 

>  :  rtially  tax  free.  Ten  years  from  now 
mfiiaen  old  gas  contracts  expire,  the 

;  :ld  on  the  Trust  could  double  or 
t  i:  pie,  depending  on  how  high  you 
nk  gas  prices  will  be  riding.  Count 
it.  ■ 


"It's  my  job  to  keep  up  with 
the  forces  that  affect 
interest  rates.  That's  why 
I  keep  up  with  Barron's? 


Bill  Boraczek.  Vice  President 
Manufacturers  Hanover  Trust  Company 
New  York  City 


"Trading  government  securities  is  my 
job.  For  the  bank's  account.  For  our 
investment  portfolio.  For  our  correspond- 
ents. I  have  to  know  which  way  the 
interest  rates  are  going.  And  Barron's 
is  a  valuable  professional  tool  —it  really 
helps  me  keep  up  with  the  forces  and 
trends  that  influence  interest  rates. 

"Unlike  a  lot  of  daily  papers,  Barron's 
doesn't  just  report  what's  going  on  now. 
Barron's  takes  a  position.  Says  what  they 
think  is  going  to  happen  —and  why. 

"I  use  Barron's  regular  columns  to  pick 
out  a  lot  of  information.  I  always  go 
through  Up  &  Down  Wall  Street.  The 


World  At  Work,  The  Week  In  Bonds,  and 
The  Commodities  Corner.  Barron's  is 
candid  and  doesn't  waste  words.  It's 
valuable  for  anyone  interested  in  the 
fixed  income  or  equity  markets.  For  the 
professional  and  individual  investor." 

No  other  source  of  financial  informa- 
tion tells  you  more— more  incisively  than 
Barron's.  If  you  want  to  understand 
what's  happening  now  or  gain  insight 
into  what's  going  to  happen  —  read 
Barron's.  Over  one  million  readers  do* 
Every  single  week. 

•Source:  TGI.  Spring.  1978 

Today  is  history.  Tomorrow  is  Barron's. 


BARRON'S,  200  Burnett  Road,  Chicopee,  Mass.  01021 
The  National  Business  and  Financial  Weekly  from  Dow  Jones 

□  Please  enter  my  subscription  to  Barron's  for  3  months  ( 13  issues)  at  $9 
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Newsweek  isn't  exactly  a  business 
magazine. 

But  it's  a  magazine  business  people 
read. 

To  find  out,  for  instance,  what  Nobel 
laureates  Milton  Friedman  and  Paul 
Samuelson  have  to  say  about  the  economy 
(and  why  they  don't  agree). 

And  to  learn  what  Jane  Bryant  Quinn 
can  tell  them  about  their  personal  finances. 

Also,  smart  business  people  are  aware 
that  people  and  events  have  a  big  effect 
on  the  numbers.  So  they  want  to  know  all 
they  can  about  a  Calvin  Klein,  an  Alan 
Ladd,  Jr.,  or  a  Muammar  Kadaffi. 

As  Dr.  Samuelson  puts  it:  "Conditions 
for  surviving  were  never  better  than  now  — 
for  those  who  trouble  to  become  well 
informed." 

For  18  million  Americans— 6  million 
of  them  professional  and  managerial 
people— that  means  reading  Newsweek 
each  week. 

Why  not  join  them— for  solid  information 
you  can  use  in  your  business. 

For  more  information,  contact  your 
local  Newsweek  representative,  or  Perk 
Rankin,  Newsweek's  Financial  Advertising 
Manager,  at  444  Madison  Avenue, 
New  York,  N.Y.  10022,  (212)  350-2145. 


Dr*  Milton  I 
Friedman 


aul 
Samuclsof 


Ms*  Jane 
Bryant  Quinn 
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Barnes  Group  Inc.  serves 
the  newest  service  industry. 


You  can't  send  a  Toyota  back  to  Tokyo 
for  repairs,  or  any  other  import  back  to  its 
point  of  origin  for  a  checkup.  And  that  has 
spawned  a  whole  new  industry — servicing 
imported  cars. 

Barnes  Group  Inc.,  which  built  a  large 
chunk  of  its  business  on  servicing  the  auto 
repair  market  for  U.S. -made  cars,  quite 
naturally  has  expanded  its  distribution  busi- 
nesses to  serve  import  repair  locations. 

On  the  one  hand,  our  Bowman  Distribution 
operation  stocks  and  restocks  thousands  of 
parts  and  tools  for  new,  used  and  rental  car 
agencies;  taxi,  bus  and  truck  fleets;  indus- 
trial companies  and  airlines,  and  fora  range 
of  professional  maintenance  applications. 


On  the  other,  our  Globe  Distribution  group 
supplies  auto  parts,  accessories  and  hard- 
ware to  mass  retailers  who  serve  the  do-it- 
yourself  segment  of  the  auto  aftermarket. 

The  other  side  of  Barnes  Group's  business 
is  Associated  Spring,  the  world's  largest 
springmaker  and  producer  of  critical  metal 
parts.  This  balance  of  distribution  and 
manufacturing,  plus  seven  consecutive 
years  of  record  sales  and  earnings,  makes 
Barnes  Group  Inc.  a  name  you  should 
remember. 

For  a  copy  of  our  new  "Corporate  Profile," 
write  to  Corporate  Communications, 
Barnes  Group  Inc.,  ExecutiveOffice,  Bristol, 
CT  06010. 

BARNES  A 

GROUP  INC  /VSH 

The  critical  parts  people 
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REAL  ESTATE 


AGRICULTURAL  EMPIRE 

An  $11,500,000  highly  sophisticated 
irrigated  Farm-Ranch  in  a  reputation 
area.  This  unit  has  never  been  of- 
fered for  sale  before.  Its  unique 
features  include:  a  new  4,000  head 
feed  lot,  over  750.000  bushels  of 
automated  grain  storage  capable  of 
commercial  warehousing,  excellent 
soils,  and  an  unlimited  underground 
water  supply  of  the  finest  quality. 
Owner  Financing  and  Management  Available 

This  unit  offers  a  complete  agricul- 
ture package  that  is  highly  sheltered, 
and  past  performance  as  well  as 
future  estimates  indicate  a  period  of 
rapid  appreciation  due  to  the  world's 
food  requirements  and  this  farm's 
ability  to  produce. 

Similar  investments  of  smaller  size 
also  available 

Exclusively  Offered  By: 

Shonka  Real  Estate,  Inc. 
400  East  Douglas  Street 
Post  Office  Box  528 
O'Neill,  Nebraska  68763 
Phone:  402-336-3500 


WANTED 

A  scenic  ranch  or  timber- 
land.  Will  pay  up  to  $200 
per  acre  cash. 

Box  Al  76  Forbes 
60  Fifth  Ave. 
New  York,  N  Y.  1001  1 


FREE  CATALOG 

Big.  Free  Spring  1980  Catalog  de- 
sribes  and  pictures  more  than  2,600 
farms,  ranches,  acreages,  recreation- 
al properties,  business,  town  and 
country  homes  in  41  states  coast  to 
coast!  Please  specify  type  and  location 
preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th 
Kansas  City,  MO  641 12 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Acenls'  Newsletter 
Dent,  178A.  23573>roSDect  Avenue 
Farmington,  Michigan  48024 

PRINCIPALS  &  REPS. 

Bi-weekly   Bulletin  of  lines  available 
for  representation  in  all  fields,  plus 
Newsletter  and  many  other  services. 
Established  23  years.  Details:  Dept.  9. 
UNITED  ASSOCIATION 
MANUFACTURERS  REPS. 
808  Broadway,  Kansas  City,  MO  64105 
(816)  842-8130 


EXECUTIVE  EDUCATION 


COLLEGE  DEGREES  SY  MAIL 
Bachelors,  masters,  doctorate; 
Legal,  inexpensive,  ! 
Free  detnils 
DR.  JOHN  BEAR 
2150  Franklin  Street,  Dept.  67678 
Oakland.  California  94612 
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REAL  ESTATE 


FLORIDA  LAND 

30,000  acres  undeveloped  land  on  St. 
Johns  River.  18  miles  east  of  Orlando 
between  State  Roads  46  &  50. 
North  of  Ocala  in  racehorse  area: 
1200   acres   irrigated   soybean  corn, 
vegetable  land  with  2Va  -miles  paved 
frontage.   Also  139  acres  farm  and 
wooded;  310  acres  pasture  land  with 
lime  deposit.  Contact  owner 
NORRIS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 

HILTON  HEAD  ISLAND,  S.C. 

Ocean  Front  Villa  $6000  Down 

New,  completely  furnished,  ocean 
front  condominium  on  beautiful  Hil- 
ton Head  Island,  S.C.  Sleeps  6,  taste- 
fully decorated  with  extras  like  TV, 
stereo,  tennis  center,  pool  area  & 
golf  availability.  90%  finance,  $59,900 
full  price.  Pre-sales  opening  now. 

Call  Builder  Collect 
(803)  785-8666 

FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation   invited.  $13,000,000 

Contact:  Justice  Land  Association 
Box  501,  Dalhart,  Texas,  U.S.A.  79022 

Phone:  (806)  249-4000  or  249-2122 


**  LAND  WANTED  ** 

10,000  acres  or  more  in  the 
Sunbelt  with  attractive  natural 
amenities — lakes,  trees,  streams, 
mountains,  etc. 

Contact:  Tom  Slaughter 

7700  Sun  Island  Drive  South 
St.  Petersburg,  Fla.  33707 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95;  three  for  $14 
Binders:  $6.50;  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  Pa.  19141 


FAST  FACTS  ABOUT 
FORBES  SUBSCRIBERS 

★  Total  paid  circulation: 
670,000 

★  306,000  are  in  top 
management  positions 

★  619,700  own  stock. 
Average  holdings: 
$232,000 


★  Average  household 
income:  $52,600 


AUTOMOBILES 


CAPITAL  TO  INVEST 


SAVE  $$$$  ON  NEW  1980  CARS 

Buy  at  Detroit  prices — save  on  freight 
too!  Full  factory  warranty.  Specializ- 
ing in  Cadillac,  Pontiac  &  Olds,  in- 
cluding Diesel  models.  For  quote, 
mail  make  &  model  to: 

BONDED  BROKERS 
2547  S.  Monroe  Blvd. 
Dearborn,  Michigan  48124 
Phone  (313)  565-5577 

ROLLS  ROYCE 

Before  you  buy  any  Rolls  Royce"  call 

GLADDING 
HO  IIS  ROYCE  CO. 

Baltimore,  Maryland 
Factory  authorized  dealer 
since  1965.  Open  7  days  a  week 
Call  (301)  761-9393: 
(301)  987-0072  Sundays. 


YACHTS  &  BOATS 
CHARTERS 

VIRGIN  ISLANDS 
SAILING  VACATIONS 

Representing  50  select  yachts  with 
crew.  From  $95  day/person  includes 
all  meals,  bar,  watersports.  Send 
dates,  number  people,  ages,  to: 

BLUE  WATER  CRUISES 

P.O.  Box  758-F,  St.  Thomas 
Virgin  Islands  00801,  809-774-0650 


CREATIVE  FINANCIM 

Financial  guarantees 
Irrevocable  letters  of  credit 
Funds  to  open  escrows 
Standbys-Takeout-Pcrmanent  lo 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOR  LTD. 
567  San  Nicolas  Dr.  Suite 
Newport  Beach,  CA  92660 
714/640-1633 


CAPITAL  INVESTMEN" 
WANTED 


PRIVATE  LENDEF| 

WANTED 
Earn  12-18%  on  your 

S50,000  to  $1  Million  needei 
short  or  long  term.  Secured  b) 
or   second    mortgages  on 
NYC  loft  bldgs. 
Call  Michael  Dezer,  212-929 


SHARING 


IS  CAR 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  list- 
ings are  accepted  at  the  discretion  of  the 
Publisher.  Line  rate  is  $20.75.  Minimum  size 
ad  is  one  inch  (14  agate  lines)  costing 
$290.50.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line 
rate  is  $20.35.  Minimum  size  for  display  is  two 
inches  (28  agate  lines)  costing  $569.80.  Must 
be  submitted  as  film  negative  or  camera- 
ready  mechanical  to  size.  For  specific  re- 
quirements send  for  order  form. 

Box  numbers  provided  on  request.  There 
is  no  charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the 
first  issue  of  each  month.  Advertising  closing 
date  is  one  month  preceding  date  of  issue. 

Frequency  discounts  available.  Payment 
must  accompany  order  unless  from  accred- 
ited agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 
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5INESS  OPPORTUNITIES 


The 
OPEC 

I.  oil  cartel  is  well-known  to 
J  Americans.   There  is  con- 
Irable  discussion  currently  on 
il  formation  of  a  Metal  Cartel 
cldwide.  We  offer  a  very  ex- 
-,|ig  metal  recycling/reclama- 
i;  and  manufacturing  license 
|  lving  carbide  inserts  &  re- 
i  items.  We  now  have  na- 
wide    exposure    in  major 
ie  publications  in  the  industry 
|  CONSIDERABLE  FIELD 
^•PORT.    Virtually  competi- 
X-free  business.  We  now  have 
w  30  Licensees  in  operation. 

vestment  of  $137,500  is  se- 
ll d  mostly  by  machinery  and 
jL-year  support  program. 
J'e    desire    only  reasonable 
;  ness  men  as  Licensees.  Our 
i  iiation  of  your  background 
i  orough  and  complete, 
ij  all  or  write  Mr.  Faircloth 
,Vth  American  Carbide  Corp. 
ilD  Nome,  Denver,  CO.  80239 
10-525-0282  or  (303)  373-1912 


(Advertisement) 

100  Cash  Paid 
<se  Winner  in 
w't.  Lottery! 

±u  Collect  Millions$$ 

jik.  N  Y  (Special)  Robert  B  Bennett 
Island  wrote  to  us  for  free  informa- 
ti  ntry  cards  on  the  U.S.  Gov't.  Lottery 
|i  Gas  Lease  Rights,  and  the  third  time 
(Id  he  won!  Collected  $105. 000 cash  for 
Jjiis  parcel.  PLUS  he  also  will  collect 
ifayments  for  all  oil  pumped  from  the 

|M  too  could  be  a  big  winner  in  this  litlle- 
li.S.  Lottery.  Millions  of  dollars  have 
n  for  leases — hundreds  of  winners  ev- 

' Hi.  Any  U.S  citizen  age  21  or  over  can 
[ja  tax-deductible  $10  government  fee 

:BIE  REPORT.  Official  Entry  Cards. 
If  be  drawn,  write  to:  Energy  Group  of 

;||I3308  Empire  Stale  Bldg  .  Dept  FOI2 
|k.  N.Y  10001 


iVCIAL  BROKERS  NEEDED 

Ire,  Prestigious  Opportunities 
nilable.  Work  your  own  hours, 
perience  necessary.  National 
|iy  will  assist.  Also,  financing 
ble  for  all  worthwhile  projects 
Ipetitive    rates.   Free  Details: 

D.F.C.  Corp. 

j-G-12,  1145  Reservoir  Avenue 
inston,  Rhode  Island  02920 


CH  THE  AFFLUENT 

)RBES  CLASSIFIED 

One  out  of  every 
ORBES  subscribers 
•  is  a  millionaire 


Classified 
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BUSINESS  OPPORTUNITIES 

The 

franchise 

for 
executives. 

Looking  for  a  business  of 
your  own  that's  a  bigger  challenge 
than  burgers,  fried  chicken  or  a 
muffler  shop?  Look  into  General 
Business  Services. 

In  just  a  few  short  weeks 
we'll  train  you  to  become  a 
professional  counselor  to  small 
businesses.  The  franchise  fee? 
$15,000.  You'll  be  your  own  boss 
and  have  the  resources  of  a  na- 
tional corporation  behind  you. 

GBS.  Small  business  is 
our  business. 

Get  the  details  now.  Call 
toll-free  (800)  821-7700,  ext.  830. 
Or  write  Mr.  Robert  Turner, 
General  Business  Services,  Inc., 
F-X-12,  51  Monroe  St.,  Rockville, 
MD  20850. 

OIL  RIGHTS! 


Tax  deductible  tiling  tee  of  $25  00  puts 
you  in  line  to  win  an  oil  lease  with 
possible  value  up  to  $100,000.  It's  a 
lottery  run  by  an  agency  ot  the  U.S 
Gov't  Open  to  all  U.S.  citizens  21  years 
and  older.  For  free  information  write: 

STRATA  SEARCH,  INC.  DEPT.  MR 
P.O.  BOX  21186 
DENVER,  COLORADO  80221 

OR  CALL  TOLL  FREE: 
1-800-327-9191  EXT.  460 


LSTART  mail  order  i 

PROFIT  BUSINESS  I 

Get  free  sample  import  from  Or-  • 
I  lent.  Shows  big  money  you  can  I 
|  make  spare/full  time.  No  invest-  I 
|  ment  in  stock.  Clip  S.  mail  today.  | 

■  Get  free  sample  import  and  big  | 

■  report.  No  obligation.  Offer  limit-  ■ 
!  cd  to  adults.  MELLINGER  CO.,  ■ 
J  6100  Variel  Ave.,  Dept  P159C.  i 
IWoodland  Hills,  CA  91367.  "«J 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


ARBITRAGE  POTENTIAL 

For  your  personal  investment 
choices,  be  aware  of  stock 
acquisition  in  public  companies. 
Weekly  publication  of  SEC  filings 
$66  per  annum 
SKINNER  &  CO. 
1 10  Sutter  St.  (Suite  1003) 
San  Francisco,  CA  94104 


Get  FREE  KIT  on 
Trading  Commodity  Futures 

Learn  how  our  Managed  Trading  Ac- 
count Program  limits  your  risk  while 
you  enjoy  great  profit  potential.  Write 
for  Kit.  Or  CALL  FREE  800-225-2486, 
BTG  Commodities,  a  full-service  lic- 
ensed brokerage  firm,  113  Federal  St., 
Box  2776,  Boston,  MA  02208. 


BUSINESS  OPPORTUNITIES 


ONE  OF  THE  HOTTEST  NEW 
BUSINESSES  THIS  YEAR 

EXCLUSIVE  AREAS  STILL  AVAILABLE 
BRAND  NEW  CONCEPT 
IN  REAL  ESTATE 

DISTRIBUTORS  NEEDED  NOW 

Until  now  .  .  .  Real  Estate  Brokers 
have  had  inflation  on  their  side.  Now 
you  can  make  BIG  MONEY  and  save 
home  owners  THOUSANDS  OF  DOL- 
LARS .  .  .  WHERE  ELSE  CAN  YOU 
FIND  THESE  FEATURES?  NO  LI- 
CENSE! NO  COMPETITION!  .  .  . 
ALL  CASH  BUSINESS!  .  .  .  PERPET- 
UAL INCOME!  .  STEP  BY-STEP 
INSTRUCTION!  .  YOU  SAVE  PEO- 
PLE MONEY!  ...  NO  EXPERIENCE 
NEEDED!  .  .  LEGAL  IN  ALL  50 
STATES!  ..EXCEPTIONAL  INCOME! 
Only  one  distributor  per  area  will  be 
appointed  .  .  .  complete  training  .  .  . 

Call  toll  free  800-821-3555  or  write 
International  "2001"  'T^*^^. 
1820  West  91st  Place 

k       r  ,  M_      IFOR  SAV.il 

Kansas  C.ty,  MO         £  OWNER 
641 1 4 


"SUPER  SHOP'' 
The  Super  Tool  of 
Multi-Purpose  Power  Tools . . . 

Is  now  seeking  top-notch  dealers  and 
distributors:  Basically  7  power  tools 
in  one  (tablesaw,  drill  press,  boring 
tool,  router,  shaper,  lathe  &  disc  San- 
der). The  Super  Shop  can  be  up  to  15 
tools  in  1  with  accessories  for  both 
wood  and  metal.  No  royalties  or  fran- 
chise fees.  Minimum  investment.  Fan- 
tastic profit  potential.  For  informa- 
tion call  toll  free  1-800-328-6153,  ext. 
205  or  write  Fox  Industries,  11000 
Hampshire  Ave.  S.,  Mpls..  MN  55438. 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


oil  lease  drawing    If  you  afe 

oil  companies *or  this  federal  land. 
A  S25,  (Tax  Deductible!  fee  could 
I  you  as  much  as  $75,000  immed 
tely  plui  future  Dayments  Write 
Dept. FF  or  call  1  (800)  528-6050. 

Ext.  327. 


F  MILLIGAN.  INC.  Drawer  3408.  Boulder,  CO  80307 


EXECUTIVE  SERVICES 

BRITISH  COMPANY  DIRECTOR 

now  based  in  California  and  travel- 
ling frequently  to  England  and  Eur- 
ope, invites  opportunities  and  assign- 
ments to  act  as  International  Repre- 
sentative. I  have  an  effective  com- 
mercial base  in  England  with  firm  in- 
terests and  contacts  in  the  vending 
industry  and  entertainment  industry, 
covering  records,  T.V.  and  promo- 
tions. THINK:  Could  my  experience 
and  contacts  help  you  in  your  West 
Coast  or  European  business? 

Write  Box  A 177  Forbes 
60  5th  Avenue,  NYC  1001 1 


NECKTIE  NARROWING 


Wide  Ties  Recut  &  Reshaped 

to  the  Narrower  Look — 
$4.50  per  tie  (4  tie  minimum). 

Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed. 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  I  1542 


EXECUTIVE  GIFTS 


An  Alternative  To 
The  $21  Button  Down 
0urs...$14. 


100%  COMBED 
COTTON  OXFORD 
BUTTON  OOWN 


Finest  traditional  design  and  tailoring 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  14V?- 17'/?/ 32-35 


Huttttngton  (Ulnthtrra 

2258  E  MAIN  ST  •  COLUMBUS.  OHIO  43209 
Telephone  Orders  (614)  237-5695 
Please  send  me  100%  cotton  shirt(s)  @  $14  00  ea 
Add  $1  75  tor  ship  &  ins  regardless  of  quantity 
Ohio  Res  add  4%  sales  tax 


Size 


:n  Pers  Ck         Mstr  Chg      □  Visa     □  Am  Exp 

Card  No   

Exp  Date-  Mstr  Chg  Bank  No   

Signature  
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Stale 
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TAXPAYERS'  CATHARSIS 
Tax  Graffiti ®  has  arrived  .  .  .  num- 
bered limited  edition  lithographs  .  .  . 
timely  content  in  full  color  .  .  .  8"xl0" 
readily  frameable  .  .  .  delightfully  dif- 
ferent ...  set  of  three  $59.55  ...  re- 
fund examination  period  15  days  .  .  . 
or  black  &  white  sampler  $3.00  .  .  . 
order  &  check  to:  Wm.  T.  Chinnery 
7721  State  Line 
Kansas  City,  MO  64114 


TRS-80  COMPUTERS 

As  a  Radio  Shack  i"-1  Authorized  Sales 
Center  owned  6  operated  by  Pan  Amer 
ican  Electronics,  Inc.,  we  can  sell  them 
for  less  No  taxes  collected  on  out-of- 
state  shipments  We  pay  shipping  &  in- 
surance East  212/283  0534,  West  213/ 
564  6463.  N  Central  312/666-6098,  S 
Central  (main  no  I  512/581-2765.  1117 
Conway,  Mission.  Texas  78572 


BUSINESS  CONNECTIONS 


CRUDE  OIL  AVAILABLE 

I  can  supply  up  to  750,000 
barrels  of  crude  oil  per  day. 
3-year  contract  available 
CALL  MR.  HACKETT 
at  (207)  896-5894 
Bet  9  AM  &  1  PM  Eastern  time 
Monday  thru  Saturday 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A175  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


History  truly  is  the  reporter 
of  the  times,  the  light  of 
truth,  the  life  of  memory,  the 
teacher  of  the  living,  the 
messenger  of  old  age. 
Cicero 


It  is  the  spirit  of  a  person 
that  hangs  above  him  like 
a  star  in  the  sky. 
George  Matthew  Adams 


Men  do  less  than  they  ought 
unless  they  do  all  that  they  can. 
Thomas  Carlyle 


Our  prayers  are  answered  not 
when  we  are  given  what  we  ask, 
but  when  we  are  challenged 
to  be  what  we  can  be. 
Morris  Adler 


Wishing  without  work  is  like 
fishing  without  bait. 
Frank  Tyger 


A  Text . . . 

Man  goeth  forth  unto 
his  work  and  to  his  labour 
until  the  evening. 
Psalm  104:23 


Sent  in  by  Erma  Lee  Mooney,  Dallas,  Tex. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


God  lends  a  helping  hand 
to  the  man  who  tries  hard. 

Aeschylus 


Probably  the  happiest  period 
in  life  is  in  middle  age, 
when  the  eager    jssions  of 
youth  are  cooled,  md  the 
infirmities  of  age  not  yet 
begun;  as  we  see  that  the 
shadows,  which  r<  -ning 

and  evening  so  lai 
entirely  disappear  at  n: 
Thomas  Arnold 


Thoughts 

on  the  Business  of  Life 


A  man  can't  do  more 
than  he  can — hut  he  can 
at  least  do  that  much. 

For  the  young,  the  future 
lies  aliead.  For  the  Now 
age,  the  future  is  here. 
For  the  old,  the  future  is 
remembrance  of  things  past  * 
Malcolm  Forbes 


You  can't  build  a  reputation 
on  what  you  are  going  to  do. 
Henry  Ford 


Everything  should  be  made 
as  simple  as  possible, 
but  not  simpler. 
Albert  Einstein 


To  hold  the  same  views 
at  40  as  we  held  at  20 
is  to  have  been  stupefied 
for  a  score  of  years. 
Robebt  Louis  Stevenson 


Youth  is  the  proper  time 
to  find  the  world  and  the 
human  race  false  and  hopeless, 
a  theory  that  is  neither 
arrogant  nor  inaccurate.  Its 
only  flaw  is  that  it's  useless. 
William  Saboyan 


Children  enjoy  the  present 
because  they  have  neither 
a  past  nor  a  future. 
Jean  de  la  Bbuyebe 


'The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5. 95.  Send  check  and  order  to 
Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Our  experience  is  composed 
rather  of  illusions  lost 
than  wisdom  acquired. 
Joseph  Roux 


All  experience  is  an  arch 
wherethro'  gleams  that 
untraveled  world  whose 
margins  fade  forever  and 
forever  as  we  move. 
Tennyson 


Life's  more  than  a  magazine 
in  which  we  flip  the  pages 
and  enjoy  the  pictures. 
Ralph  Boyeb 


We  are  as  young  as  our  faith, 
as  old  as  our  doubt,  as 
young  as  our  hope,  as  old  as 
our  despair.  So  long  as  our 
heart  receives  the  messages 
of  beauty,  hope,  cheer, 
courage,  grandeur,  and  power  | 
from  earth,  from  men,  from 
God,  so  long  we  are  young. 
Geobge  Websteb  Douglas 


Age  appears  best  in  four  thingl 
old  wood  to  bum,  old  wine  ta| 
drink,  old  friends  to  trust 
and  old  authors  to  read. 
Francis  Bacon 


Our  outer  life  and  experience:] 
are  the  out-picturing  of  our 
inner  thoughts  and  ideals. 
Lowell  Fillmore 


Look  to  this  day,  for  it  is 
life,  the  very  life  of  life. 
In  this  day's  brief  pause 
lies  all  the  verities  and 
realities  of  your  existence. 
The  bliss  of  growth.  The  glor^| 
of  action.  The  splendor  of 
beauty.  For  yesterday  is  gone 
and  tomorrow  is  only  a  vision| 
But  today  well  lived  makes 
of  every  yesterday  a  dream  of 
happiness,  and  every  tomorro  | 
a  dream  of  hope. 
Ancient  Prayer 


Past  and  to  come  seems 
best;  things  present,  worst. 
Shakespeare 
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The  Corroon  &  Black 
Business  Insurance  Checkup: 


It  gives  you  a  20/20  view 
of  your  risk  coverage. 


When  you're  very  close  to  the  problems  involved  in  risk  manage- 
ment, it's  hard  to  see  the  entire  picture  clearly.  And  it  can  be  even 
harder  to  understand  the  fine  print.  That's  where  a  Corroon  & 
Black  checkup  can  help.  We're  one  of  the  world's  top  ten  insurance 
brokers.  And  one  of  the  fastest  growing,  too. 

From  customer  order  to  consumer  use,  we'll  diagnose  all  the 
potential  risks  for  your  business.  Measure  the  financial  impact  of 
each.  Formulate  a  policy  for  controlling  it.  And  prescribe  a  total 
risk  management  program  to  match  your  company's  needs  exactly. 
It's  the  approach  Corroon  &  Black  has  used  successfully  for 
seventy-five  years,  for  companies  of  all  sizes  —  all  over  the  world. 

See  what  the  Corroon  &  Black  team  can  do  for  you.  Make 
an  appointment  now.  It  will  open  your  eyes. 

For  a  Complete  Checkup, 
call  Richard  M.  Miller,  President,  toll-free  at  800-221-7024 

(In  New  York,  call  collect  212-363^100) 

Cri  Corroon*  Black 


Wall  Street  Plaza,  New  York,  New  York  10005 
Offices  Nationwide  and  Worldwide 
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the  U.S.  bicycle  market, 
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way.  54 


Cover  Story:  When  the 
first  colonists  arrived  in 
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they  found  a  vast  wilder- 
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Features 

Companies:  Henry  Crown's  Jewel.  Few  companies  have 
had  more  turnarounds  and  setbacks  than  General  Dynamics. 
But  right  now  it's  hard  to  see  anything  that  could  disrupt 
GD's  prosperity.  That's  a  source  of  considerable  satisfaction 
to  two  shrewd  octogenarians  29 
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E  CYCLE 
NTROL 


At  33  West  Monroe, 
Honeywell  helps  build  in  savings 
from  the  ground  up. 


33  West  Monroe,  a  28-story 
building  now  under  construction 
I  in  downtown  Chicago,  will  be 
I  energy-efficient  from  the  first 
I  day  of  operation.  The  building 
j.  owner,  Draper  &  Kramer,  Inc., 
n  expects  to  avoid  utility  costs  of 
E  $128,000  yearly  from  a 
ri  combination  of  Honeywell 
I  temperature  controls  and 
\\  computerized  management 
f systems.  Honeywell's  broad 
h  involvement  in  all  phases  of 
h  planning,  construction  and 
|l  utilization  began  saving  Draper 

I  &  Kramer  money  even  before 

]  the  ground  breaking  ceremony. 

Life  cycle  savings  are  what 
[  Honeywell  is  uniquely  able  to 
(I  deliver  for  building  owners 

II  everywhere.  And,  quite 
I  possibly,  for  you. 

Where  the  savings  come 
from-and  when 

!  Design:  In  the  planning  stage, 
;  Honeywell  control  experts  can 
!  offer  valuable  aid  to  your 
i  architect  and  consulting 
j  engineer.  As  a  leader  in  both 
!i  building  controls  and  computers, 
j  we  can  help  you  evaluate  a  wide 
ij  range  of  state-of-the-art 
I  solutions,  choosing  products 
j  that  suit  the  specific  needs  of 
|i|  your  building  and  meet  all 
I  current  and  proposed  codes. 

From  our  experience  with 
I  thousands  of  central  control 
j  systems,  we  can  also  assist  with 
1  detailed  application  engineering. 


Construction:  During  the  actual 
building  phase,  we  help  avoid 
difficulties  that  sometimes  beset 
construction  timetables.  As  one 
of  the  last  contractors  on  the 
job,  our  timely  performance  is 
critical  to  prompt  start  up  and 
revenue  generation.  Careful, 
computerized  scheduling  assures 
delivery  of  control  devices — 
and  the  appropriate  installation 
labor  skills — onto  the  job  site 
exactly  when  needed,  neither 
too  early  nor  too  late.  We  start 
and  finish  on  time. 

System  start-up:  With 
installation  complete,  Honeywell 
supervises  all  electrical  and 
mechanical  control  interfaces, 
checks  out  and  calibrates  all 
functional  elements,  debugs 
software,  and  fine  tunes  the 
entire  system.  Then  we  train 
your  operating  personnel,  on 
site  or  in  our  own  facilities.  The 
result  is  a  smooth-working, 
energy-efficient  system — and 
satisfied  building  occupants — 
from  day  one. 

In  operation:  A  single  supplier 
has  wedded  the  thermostat  and 
the  computer  to  put  close 
building  control  in  your  hands. 
Accurate  pneumatic  control  over 
comfort  conditions,  plus  central 
computer  control,  carries  out 
your  energy  management 
objectives.  You  can  also  expect 
manpower  and  administrative 
savings.  Automatic  handling  of 
operating  routines  frees  your 
staff  from  non-productive 
manual  tasks.  And  automatic 
management  reporting  provides 
the  facts  needed  for  real-time 
decision  making. 


Continuing  support:  As  the 

years  pass,  Honeywell  stays 
with  you.  From  our  nearby 
branch  office,  we  can  provide 
expert  preventive  maintenance 
— including  24-hour  emergency 
service — to  keep  equipment 
and  software  running  smoothly 
over  a  maximum  life  span. 
We're  also  there  for  follow-up 
training  of  your  personnel  and 
for  revision  and  expansion  of 
your  system  as  your  needs 
change  and  grow. 

One  dependable  source- 
today  and  tomorrow. 

Whether  you're  planning 
a  new  building  such  as 
33  West  Monroe  or  upgrading 
your  present  mechanical 
control  system,  you  can  depend 
on  Honeywell  every  step  of 
the  way  to  help  you  run  a 
comfortable,  cost-efficient 
building. 

The  earlier  you  call  on  us,  the 
more  we  can  help.  Why  not  do 
it  now?  Write  Honeywell 
Commercial  Construction 
Division,  Dept.l2Q14, 
Honeywell  Plaza,  Minneapolis, 
MN  55408. 

From  the  most  complex 
computer  system  to  the  simplest 
controls,  providing  better  ways 
to  help  you  control  your 
business  has  always  been  our 
business  at  Honeywell. 


Honeywell 
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CIRCULATION  OVER  670 


'  BY  B.C.  FORBES  I 


The  right  blend 


Senior  Editor  Stanley  H.  Brown  wrote 
his  first  cover  story  at  the  age  of  20, 
two  months  after  becoming  a  trainee 
in  Business  Week's  Detroit  bureau  in 
1948.  ("By  the  time  they  got  the  cover 
painting  finished  and  published  the 
story,  I  was  21,"  he  says.)  Since  then, 
he  has  written  or  edited  millions  of 
words  about  business  and  business- 
men— with  Business  Week,  Fortune 
and,  since  early  1978,  with  Forbes, 
and  as  a  free-lance  writer,  a  calling  in 
which  he  has  spent  about  half  his 
career.  He  is  the  author  of  several 
books  "I  didn't  get  my  name  on"  and 
three  he  did:  biographies  of  conglom- 
erator  James  Ling,  oilman  H.L.  Hunt 
and  supersalesman  Joe  Girard.  At  the 
University  of  Michigan,  he  studied 
economics,  German  and  English  lit- 
erature, and  considered  the  languages 
more  important  than  economics  for  a 
business  journalist.  So,  recently  he 
has  been  studying  classical  Greek. 
"Latin  is  one  of  the  things  that's  al- 
ways been  most  helpful  to  me,"  he 
says.  "I  missed  Greek,  and  I  thought  I 
ought  to  have  it." 

Robert  M.  Sterenson,  Forbes  man- 
ager of  information  services,  spent 
five  years  at  Value  Line  before  he  came 
to  this  magazine  in  1973.  Much  of 


that  time  was  devoted  to  developi 
Value  Line's  computerized  data  bas 
So,  too,  has  been  a  good  part  of  Y 
time  at  Forbes,  where  tracking  t 
numbers  on  American  business  h 
become  increasingly  sophisticated. 

Late  this  month,  Brown  and  Sterel 
son  will  be  winding  up  their  labors  or] 
project  that  uniquely  combines  thq 
individual  skills  and  involves  the  wo 
of  virtually  every  member  of  tl 
Forbes  staff.  Under  Brown's  editori 
direction  and  the  statistical  guidan 
of  Sterenson  and  Statistics  Edit 
Donald  E.  Popp,  the  Jan.  7,  1980  Repa 
on  American  Industry  has  been  liters 
ly  in  preparation  all  year:  Forbes  r 
searchers  started  gathering  more  tha 
150,000  pieces  of  statistical  inform 
tion  on  the  1,035  largest  America 
companies  late  last  year.  Before  tl 
1980  edition  goes  to  the  printers  th« 
will  already  be  working  on  1981. 

The  editorial  copy  that  illuminat 
the  numbers  has  been  no  less  of  I 
mammoth  job — the  biggest  single  ed 
torial  project  of  the  year.  Togethi 
vigorous  English  prose  and  in-dept 
statistics,  the  work  of  generalist  arj 
specialist,  make  our  32nd  Annual  R 
port  on  American  Industry  an  exen| 
plar  of  all  Forbes  aims  to  do. 


The  chain 


A  Forbes  story,  very  often,  is  not  only 
a  finished  report  but  the  beginning  of 
a  chain  of  new  stories.  Last  year,  for 
example,  Executive  Editor  James 
Cook  wrote  a  comprehensive  cover- 
story  report  on  charity  in  the  U.S. 
(Forbes,  Feb.  5).  In  the  course  of  his 
reporting,  Cook  became  intrigued 
with  how  the  American  Red  Cross 
had  organized  the  job  of  collecting  and 
distributing  whole  blood  into  a  $200 
million  operation  that  the  most  so- 
phisticated business  executive  might 
envy.  The  result  of  that  was  another 
Cook  report  last  December  on  the 
Red  Cross'  ambitious  plans  to  dupli- 
cate that  feat  in  the  field  of  manufac- 
turing and  distributing  the  many  by- 
products of  plasma,  itself  a  by-product 


of  whole  blood.  That,  in  turn,  prompi 
ed  one  of  the  major  U.S.  commercii 
processors  of  plasma  by-products  t 
write  to  Forbes  advancing  the  indu: 
try's  views  on  the  subject.  Cook  agai 
returned  to  the  subject.  Before  tha 
story  reached  the  presses  a  majc 
news  event  changed  the  whole  plasm 
picture:  In  an  abrupt  about-face,  th 
Red  Cross  dropped  its  plans  to  becom 
a  major  plasma  manufacturer.  The  rc 
suit,  Senior  Editor  John  A.  Conway 
Follow-Through  story  on  page  14,  de 
tailing  the  effect  of  the  American  Re 
Cross  move  on  the  fortunes  of  a  Jap« 
nese-owned  American  plasma  proces 
sor  whose  plans  are  also  being  presse 
by  events.  That  could  easily  lead  to 
new  chain  of  Forbes  stories. 
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All  day  tomorrow... 


how  would  you  like  to  use  heat 
you  put  in  storage  tonight! 


For  three  years,  in  five  states,  we 
tested  a  system  which  will  enable  you 
to  do  just  that. 

The  test  program  was  the  largest  of 
its  kind  in  the  nation,  and  the  first  to 
utilize  the  electric  thermal  storage 
furnace. 

Results  have  been  encouraging,  to 
say  the  least. 

Based  on  an  old  principle  that  has 
been  refined  and  made  more  effi- 


cient, the  storage  furnace  not  only 
heats  the  home  for  eight  hours  at 
night  but  also  is  charging  and  storing 
heat  for  use  the  other  16  hours  of  the 
day. 

And  exactly  the  same  thing  is 
taking  place  in  a  120  gallon  water 
heater. 

This  residential  energy  storage 
system  will  benefit  our  customers,  our 
company  and  our  shareholders. 

Our  customers  can  save  money 


by  heating  at  low  off-peak  night 
rates.  The  company  can  lessen 
and  delay  its  need  to  build  new 
power  plants.  Less  capital  outlay 
can  be  a  boon  to  stockholders  as 
well  as  our  customers. 

Meaningful  R&D  like  this  has 
always  been  a  priority  at  A.  E.  R 

It's  one  more  reason  we've  been 
able  to  pay  cash  dividends  every 
year  for  the  last  68  years. 


For  more  detailed  information  about  this  new  money-saving  heat  storage  unit,  write  to:  American  Electric  Power.  Room  1161J.  Two  Broadway.  N.YC.  N.Y  10004 

American  Electric  Power 

we  see  a  busier,  better  America 

Appalachian  Power  Co.,  Indiana  &  Michigan  Electric  Co.,  Kentucky  Power  Co.,  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 


It  takes  mo: 
fuel- efficient  fleet  c 

the  leader 


Caprice  &  Impala 


18 


EPA  EST.  MPG 


26 


HWY.  EST. 


Malibu  Classic 


EPA  EST.  MPG 


26 


HWY.  EST. 


There's  always  been  more  than  one 
good  reason  to  come  to  Chevrolet.  And  that's 
especially  true  when  it  comes  to  the  fuel 
economy  vou're  looking  for  right  now. 

The  (19)  EPA  estimated  MPG  of  our  new 
V6  Malibu  and  Monte  Carlo,  for  example, 
puts  them  within  one  estimated  MPG  of  a 
1980  Citation  with  available  V6  engine 
and  automatic  transmission. 

In  Caprice  and  Impala,  with  their  new 


standard  V6  power,  new  aerodynamics  a 
new  tire  technology,  you  get  an  EPA 
MPG  estimate  no  other  full-size  car  beallff'1 
and,  with  standard  powertrain,  an  EPA 
highway  gas  mileage  estimate  no  full-siz 
car  equals  for  1980.  And  in  Chevy  Cheve 
you  get  the  kind  of  economy  that's  helpe 
make  it  America's  best-selling  small  car. 

And  here  are  more  good  reasons  to  I 
to  your  Chevy  fleet  representative  this  we 


tanone 

make  Chevrolet 
et  sales. 


Monte  Carlo 


19 


EPA  EST.  MPG 


26 


HWY.  EST. 


Chevette 


EPA  EST.  MPG 


30 


HWY.  EST. 


1 )  When  it  comes  to  service,  Chevrolets 
eked  by  an  extensive  dealer  network 

ghoutthe  U.S. 

2)  When  it  comes  time  to  sell,  more 
rolets  are  purchased  used  than  any 
nameplate. 

'hat  name  again? 
Chevrolet. 

:or  a  lot  of  good  reasons,  the  most 
lar  fleet  line  in  the  business. 


Estimates  and  mileage  comparisons  do  not  apply  in  Calif. 

Remember:  Compare  the  "estimated  MPG"  to  the  "estimated  MPG" 
of  other  cars.  You  may  get  different  mileage,  depending  on  how 
fast  you  drive,  weather  conditions,  and  trip  length.  Actual  highway 
mileage  will  probably  be  less  than  the  estimated  highway  fuel 
economy.  Models  for  which  figures  are  shown  equipped  with 
standard  engines  and  available  automatic  transmission  (standard  in 
Caprice/lmpala  and  Monte  Carlo).  Caprice/lmpala,  Malibu  and 
Monte  Carlo  standard  3.8  Liter  (229  Cu.  In.)  V6  engine  not  available 
in  California,  where  a  231  V6  is  standard.  Chevrolet  models 
equipped  with  GM-built  engines  produced  by  various  divisions. 
See  your  dealer  for  details. 


A 


Chevrolet 


r 


HEVY  CARS,  CHEVY  DEALERS,  CHEVY  PEOPLE:  THE  PROVEN  PERFORMERS. 


Trends 


Last- minute  cheer 

Those  Scrooge-style  predictions  that 
economic  jitters  will  keep  shoppers  out 
of  the  stores  this  Christmas  season  cut 
no  ice  with  Philip  Hawley,  chief  execu- 
tive of  Carter  Hawley  Hale  Stores,  the 
Los  Angeles-based  chain.  The  gloomy 
forecasts  of  last  year  were  confounded  by 
a  rush  of  shoppers  on  the  Friday,  Satur- 
day and  Sunday  before  last  Christmas, 
and  Hawley  thinks  the  same  thing  could 
happen  in  1979.  One  reason  he  cites  is 
the  long  32-day  stretch  between  Thanks- 
giving and  Christmas  this  year.  With 
that  kind  of  wait,  he  says,  the  shopping 
urge  doesn't  start  to  build  until  the  week 
before  the  big  day,  a  Tuesday  this  year. 
Also,  retailers  (and  presumably  custom- 
ers) like  crisp  cool  days  with  just  a  hint  of 
snow,  while  this  fall  has  produced  spring 
weather  east  of  the  Mississippi  and  bliz- 
zards in  parts  of  the  West.  Hawley  also 
notes  that  his  own  stores,  which  include 
the  likes  of  John  Wanamaker  in  Philadel- 
phia, Bergdorf  Goodman  in  New  York 
and  Neiman-Marcus  in  Dallas,  have  seen 
business  increase  11%  this  year — with 
December  yet  to  be  tallied.  Not  everyone 
will  share  his  cheer.  f.C.  Penney,  for  ex- 
ample, has  been  running  only  4%  ahead 
of  last  year  and  the  National  Retail  Mer- 
chants Association,  which  speaks  for 
35,000  stores,  says  only  that  "people 
think  it  will  be  a  good  season  but  not  a 
record-breaker." 


Noel  from  Ivan 

The  400  masterpieces  from  Leningrad's 
Hermitage  Museum  that  Control  Data 
Corp.  will  show  to  the  U.S.  next  year  are 
a  far  cry  from  other  Russian  art  that 
CDC  has  helped  get  into  Great  Britain, 
but  the  impact  may  be  even  greater.  As 
part  of  a  1976  deal  to  sell  a  text-editing 
computer  to  a  Soviet  publisher,  CDC 
"suggested"  (through  a  Vienna  subsid- 
iary) distributing  Russian-produced 
greeting  cards  in  the  West.  The  U.K.  got 
the  nod  because  the  publisher  wanted 
sterling,  and  last  year  the  British  bought 
25  million  Christmas  cards  bearing  an 
incongruous  "Made  in  U.S.S.R."  logo. 
This  year,  with  a  fresh  infusion  of  CDC 
money,  the  British  distributor  expects 
to  sell  100  million,  a  Santa-size  piece  of 
the  U.K.  market,  which  absorbs  1.5  bil- 
lion cards  during  the  holiday  season. 
This  year's  sales  will  be  helped  again  by 
the  price  (at  4  cents  to  6  cents,  half  the 
tab  for  similar  British  cards)  and  by  the 
fact  that  the  made-in-Russia  label  is 
gone.  A  legal  loophole  allows  leaving  off 
that  tag  and  because  two  acts  of  Parlia- 
ment would  have  to  be  changed  to  put  it 
back,  the  Russians  are  home  free,  at 


least  for  this  year.  British  cardmakers 
are  feeling  anything  but  Christmasy. 
Says  one  bitterly:  "In  Russia  you're  not 
even  allowed  a  Bible,  yet  they're  sending 
out  religious  cards."  Michael  Hender- 
son, head  of  the  firm  peddling  the  Soviet 
greetings, -dismisses  this  as  "hypocriti- 
cal," saying  that  his  competitors  made 
"the  same  fuss  when  Hallmark  came 
into  this  country  and  when  charity 
cards  started." 


Off  and  running 

Ladbroke's,  London's  premier  gambling 
operation,  is  already  busily  posting  the 
odds  on  the  U.S.  presidential  race  of 
1980.  (Betting  on  elections  in  the  U.S., 
alas,  is  officially  outlawed  even  in  action 
centers  like  Las  Vegas.)  So  far,  Senator 
Edward  M.  Kennedy  is  the  favorite,  with 
President  Jimmy  Carter  a  tight  second. 
California's  Ronald  Reagan  leads  the 
GOP  field,  with  Texan  John  Connally  on 
his  heels.  (Ladbroke's  favored  Connally 
over  Reagan  in  its  November  odds.) 
■  Here  are  the  latest  postings: 


Senator  Kennedy  13-8 

President  Carter  7-4 

Ronald  Reagan  11-2 

John  Connally  13-2 

George  Bush  10-1 

General  Alexander  Haig  14-1 

President  Gerald  Ford  20-1 

Governor  Jerry  Brown  20-1 

Vice  President  Mondale  25-1 

Senator  Robert  Dole  25-1 

Senator  Howard  Baker  33-1 


Congressman  Philip  Crane  3371 
The  big  surprise  on  Ladbroke's  De- 
cember tote  board  is  the  swift  and  sud- 
den rush  by  GOP  candidate  George  Bush, 
the  New  Englander-turned  Texan  who 
was  the  former  head  of  the  Central  Intel- 
ligence Agency  and  the  first  U.S.  diplo- 
matic chief  in  Peking.  In  November, 
Ladbroke's  didn't  even  have  Bush  on  the 
board.  Now  he  has  not  only  arrived  but  is 
running  in  fifth  place  and  near  the  lead- 
ers in  the  pack  of  GOP  hopefuls. 


Misery  loves  company 

While  the  U.S.  struggles  to  combat  its 
14%  inflation,  the  rest  of  the  world  is 
having  its  own  troubles.  Inflation  as 
measured  by  consumer  price  indexes  is 
18.5%  in  Great  Britain  and  18.3%  in 
Italy,  according  to  the  Federal  Reserve 
Board's  sources.  France  is  faring  a  little 
better,  with  11.9%,  and  Canada  (9.7%) 
and  Sweden  (8.7%)  are  even  more  com- 
fortable. Among  developing  nations, 
even  the  best  are  hurting.  Israel's  infla- 
tion is  67%  (and  still  soaring),  Brazil's 
50%,  Korea's  23%  and  Mexico's  10.5% 
so  far  this  year  (all  the  Federal  Reserve 
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numbers  are  for  1979's  first  six  mos 
Still  in  clover  are  Japan,  West  Germ 
the  Netherlands,  Belgium  and  Swj 
land,  all  in  the  5%-to-7%  inflation  r| 
Wholesale  prices,  however,  have  din 
fast  in  Japan  and  West  Germany,  s»| 
consumer  price  indexes  there  are! 
bound  to  rise. 


The  glitter  of  the  law  I 

The  price  of  lawyers  keeps  soaring.  I/; 
York's  top  Wall  Street  firms,  the  eliW 
corporate  law,  are  offering  starting  I 
ries  of  $33,000  for  law  school  gradul 
The  most  paid  last  year  for  begirl 
was  $30,000.  And  because  New  YorM 
the  pace,  law  centers  like  Washinl 
and  Houston  are  expected  to  matclil 
new  price.  Lawyers  who  are  associatl  ] 
the  top  firms  will  also  benefit.  Til 
them  keep  pace  with  the  rookies,  I  I 
ciates'  salaries  will  likely  rise  to  at  I 
$60,000  (partners,  of  course,  make  n|  ' 
more),  according  to  a  survey  by  StiM 
Lawyer,  an  American  Bar  Assocnl 
publication.  The  increases  will  wideil  j 
gap  between  the  chosen  few  and  thell 
er  85%  of  the  profession.  A  partner II 
public-interest  firm,  for  example,  || 
earns  a  little  more  than  $10,000  a  II 
an  attorney  in  a  Midwest  corpora  III 
$35,000;  an  East  Coast  patent  lavll 
$60,000;    a    tenured    law  profe|| 
$40,000— and  a  U.S.  Supreme  Court! 
tice,  $72,000.  ! 


Money  on  campus 

Florida's  University  of  Miami  h.l 
Christmas  present  for  its  students-l 
giving  them  back  some  of  their  tuil 
money.  The  school  is  refunding  $8601 
because  enrollment  this  fall  was  hij 
than  expected  and  dropouts  were  fell 
The  rebate  will  go  to  full-time  underd 
uates  who  sign  on  for  the  spring  sen 
ter.  They  won't  get  the  full  amount,  H 
ever,  because  the  student  governn 
has  decided  to  give  half  the  $8601 
back  to  the  university  for  campus 
provements;  the  students  get  thej 
mainder.  Along  with  this*  cheery  m 
however,  the  school  had  some  bad 
ings:  It  plans  to  raise  tuition  again  i 
fall  to  keep  pace  with  inflation.  Infla 
has  already  become  a  grim  fact  of  lifi 
college  managements,  even  for  thos 
schools  supported  by  state  and  fed 
moneys,  according  to  a  new  report  by 
National  Association  of  State  Univi 
ties  &  Land  Grant  Colleges.  The  st 
found  that  charges  for  tuition,  fees,  rc 
and  board  rose  only  5%  this  fall,  w 
the  national  price  index  was  climbin 
more  than  twice  that  rate.  Median  tt 
bill  for  a  state  resident  at  one  of  the  si 
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What's  a  company  like  American  Can 
ioing  in  every  shop  in  the  mall? 


Ringing  up 
more  sales. 

At  the  variety  store,  home  sewers  are 
buying  our  dress  patterns  (we  make 
Butterick®  and  Vogue®). 

In  the  fast  food  shops,  food  and  drinks 
are  served  in  our  Dixie*  cups,  plates  and 
carry-out  packaging  (we're  the  world's 
leading  supplier  of  disposables  for  the 
food-away-from-home  market). 

At  the  record  store,  music  lovers  are 
buying  our  records  and  tapes  (our 
Pickwick  subsidiary  is  involved  in  the 
distribution  of  one  of  every  five  records 
and  tapes  sold  in  the  U.S.). 

In  the  drugstore,  shoppers  are  buying 
toothpaste  in  our  tubes  (our  Glaminate® 
tube  is  fast  making  the  metal  tube 
obsolete).  In  the  supermarket,  they're 
buying  meat  in  our  plastic  wraps,  frozen 
food  in  our  cartons,  vegetables  in  our 
cans,  consumer  paper  products  under 
our  brand  names. 

And  from  their  living  rooms,  shoppers 
will  order  over  $200  million  worth  of 
merchandise  by  mail  this  year  from  the 
Fingerhut  Corporation,  our  direct-to-the- 
consumer  marketing  subsidiary. 

Diversity  like  this  comes  from  concentrat- 
ing on  those  areas  we  know  best  and  from 
emphasizing  our  strengths  in  our  major 
businesses:  packaging,  consumer 
products/distribution  and  resource 
recovery.  And  with  four  dividend 
increases  over  the  past  three  years,  we 
are  sharing  our  growth  with  our  stock- 
holders. Want  to  know  more?  Write  for  our 
annual  report.  American  Can  Company, 
Dept.  1C9-F,  Greenwich,  CT  06830 

BL  American 
J^^P  Can  Company 

Consumer  Products/ Distribution  • 
Packaging  •  Resource  Recovery 

Much,  much  more 
than  a  can  company. 


Why  it  makes  sense  to 
spend  $250,000  on  a  machine 
to  make  a  25?  part. 


The  only  way  to  justify  spending  a 
quarter  of  a  million  dollars  on  a 
Bodine  assembly  machine  is  to 
look  at  what  it  can  save  you  in 
return. 

For  starters,  a  Bodine  machine 
can  save  you  up  to  95%  of  all  your 
small  parts  assembly  costs,  includ- 
ing the  cost  of  direct  labor. 

A  Bodine  machme  can  also  save 
you  indirect  costs.  Like  the  cost  of 
hiring,  training  and  supervising 
new  people.  Stocking  costs.  And 
inventory  costs. 

In  addition,  a  Bodine  lachine 
can  give  you  the  flexibiln 
and/or  change  small  part;, 
hurry.  So  you  can  react  to 


shifts  almost  as  fast  as  they  occur. 

A  Bodine  machme  can  even  give 
you  100%  inspection  and  verifica- 
tion of  all  parts  and  their  position. 
And  when  you  think  about  the  high 
cost  of  callbacks-not  to  mention 
the  legal  nightmare  of  liability— that 
may  represent  the  greatest  sav- 
ings potential  of  all. 

For  a  few  more  sound  reasons 
why  a  Bodine  machine  makes 
sense,  call  our  Vice  President, 
Frank  Riley  at  (203)  334-3107.  Or 
write  to  him  at  The  Bodine  Cor- 
poration, 317  Mountain  Grove  St., 
Bridgeport 
CT  06605. 


Minn 


and  land  grant  schools  is  $2,333  foi 
current  academic  year,  the  associfl 
says,  while  the  median  charge  for 
residents  is  $3,667.  Like  so  much 
campus  bills  are  highest  in  the  North 
and  lowest  in  the  southern  and  we^ 
states. 


Quitting  time  in  Japai 

In  their  own  inscrutable  way,  the 
nese  are  raising  the  retirement  agj 
workers  in  a  key  industry — steel- 
spite  the  fact  that  overemployment  i 
endemic  labor  problem  in  the  count! 
1981,  under  a  new  union-managen 
pact,  the  retirement  age  for  steelwor 
will  go  from  the  present  55  or  56  to 
The  agreement  looks  even  more  sur] 
ing  when  contrasted  with  the  fact 
the  Japanese  steel  industry  has  elimi 
ed  30,000  jobs  since  1975.  The  tyj 
retirement  age  in  Japan  now  runs  i 
55  to  58,  but  with  the  move  in  s 
other  industries  will  probably  also  j 
to  raise  their  limits  on  pensioning 
workers.  Japan's  problem  is  similar 
the  one  in  the  U.S. — an  aging  populat 
a  low  birth  rate  and  a  possible  shortaj 
skilled  workers  in  the  next  dec) 
American  steelworkers,  incident; 
have  no  mandatory  retirement  age, 
though  they  can  quit  on  full  pension  a 
30  years'  service.  In  the  auto  indus 
workers  who  opt  to  retire  early  alsoi 
ceive  a  monthly  supplement  from 
auto  companies  until  their  social  sec 
ty  benefits  commence. 

Ashes  to  ashes 

A  slogan  out  of  California,  "Spend  51 
money  on  the  living,  don't  give  it  tol 
undertaker,"  is  sending  a  chill  thro 
the  country's  funeral  directors.  With 
pitch  and  barrages  of  TV  ads,  the  V 
Coast-based  Neptune  Society  has  bu: 
cross-country  chain  of  low-cost  crel 
tion  parlors,  12  in  California,  4  in  Flo 
and  2  scheduled  for  New  York.  Staj 
eight  years  ago  by  a  retired  chiroprai 
who  balked  at  the  cost  of  burying 
grandmother,  Neptune  charges  $< 
plus  $45  to  $75  for  transportation,  f» 
cremation  that  includes  scattering 
ashes  at  sea  from  the  company's  c 
boats.  (Eyewitnessing  that  rite  costs^ 
extra  $250.)  With  the  average  funeral 
burial  cost  running  about  $2,400,  N 
tune  now  ranks  second  in  "caseloa 
nationally  with  4,200  last  year,  top; 
only  by  Forest  Lawn,  the  fabled  bu 
ground,  with  7,232.  Neptune  has  ; 
branched  out  with  its  own  chapels 
Florida  and  a  $300  conventional  do1 
to-earth  burial  service. 


FORBES,  DECEMBER  24, 


A  few  years  ago,  we  helped  her  see  in  the  dark. 
With  this,  we  can  help  thousands. 


A  few  years  ago,  thousands  of 
oeople  suffering  with  a  certain 
and  of  night  blindness  finally 
lad  a  glimmer  of  hope. 

All  of  these  people— suffering 
from  the  early  stages  of  a  heredi- 
tary disease  called  retinitis 
pigmentosa — were  introduced 
to  some  special  binoculars  that 
let  them  see  in  the  dark. 

Trouble  was,  these  night- 
piercing  binoculars  were  rather 


bulky.  And  too  expensive  for 
most  family  budgets. 

Well  now,  there's  a  less  expen- 
sive pocket-sized  model. 

And  this  too  was  created  by 
the  people  of  ITT,  with  the 
Army  Night  Vision  Laboratory 
and  the  Retinitis  Pigmentosa 
Foundation. 

Like  the  binoculars,  the  new 
device  contains  complex  elec- 
tronic circuitry  that  amplifies  the 


available  light,  so  it's  visible  to 
many  retinitis  pigmentosa 
sufferers. 

They  can  see  well  enough  to 
walk  at  night  by  themselves, 
without  anybody's  help. 

And  as  for  price,  we're  selling 
this  device  at  just  what  it  costs 
to  make. 

Not  that  it's  exactly  cheap.  But 
to  someone  who  needs  one,  it 
can  be  priceless. 


The  best  ideas  are  the  f 1 1 1 1 1 1 
ideas  that  help  people.  Ill 


:  you'd  like  to  help,  send  your  contribution  to  National  Retinitis  Pigmentosa  Foundation,  8331  Mmdale  Circle,  Baltimore,  Md.  21207 

©  1978  International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N  Y  10022 




FollowThrough 


The  future  in  Ford 

"They've  started  whispering  about 
Ford,"  Forbes  reported  early  this  fall 
(Oct.  15).  The  sum  of  the  whispers  was 
that  the  final  months  of  1979  and  all  of 

1980  would  be  rough.  Ford's  domestic  car 
business  was  losing  money  (it  still  is);  its 
new  models  didn't  seem  likely  to  cause 
showroom  stampedes  (they  didn't).  But 
the  longer  view,  Forbes  thought,  looked 
strong.  The  management  team  that  had 
turned  Ford's  European  operations  into  a 
money  machine  was  taking  over  the 
Dearborn,  Mich,  headquarters.  The  new 
small  cars  scheduled  to  roll  when  the 

1981  model  year  opens  next  autumn 
should  command  ever-higher  prices — a 
fact  that  would  make  them  profitable,  as 
Ford's  smaller  U.S.  cars  had  not  been. 

Confirmation  of  the  bad  news  in  that 
forecast  wasn't  long  in  coming.  Late  in 
October,  Detroit's  number  two  auto- 
maker reported  third-quarterpretax  losses 
of  $637  million  for  U.S.  car  manufactur- 
ing. The  next  month  an  internal  memo 
surfaced  in  which  William  O.  Bourke, 
head  of  North  American  auto  operations, 
told  Ford's  top  brass  to  brace  for  a  $  1  bi  llion 
loss  in  that  division  this  year  and  to  expect 
another  billion-dollar  blow  in  1980.  Rev- 
elation of  that  gloomy  memo  dropped  Ford 
stock  $7  in  one  week. 

The  bad  news  continued.  The  new-car 


market,  which  looked  poor  before  the 
1980s  went  on  sale,  has  looked  worse 
since.  Overseas  sales  were  also  sliding, 
and  they  have  been  Ford's  mainstay. 
(While  U.S.  car  operations  were  losing 
$637  million  in  the  September  quarter, 
overseas  manufacturing  generated  $318 
million  in  profit — before  adding  a  nine- 
tigure  tax  credit.)  As  a  final  blow,  after 
Ford  spent  heavily  to  redesign  its  profit- 
able truck  line  and  began  to  build  sales, 
the  truck  market  skidded. 

So,  as  Forbes  had  asked  earlier,  "Can 
Ford  keep  up?"  Despite  the  bleak 
stretches  ahead,  the  answer  would  seem 

be  yes.  Along  with  the  $]  billion  U.S. 


loss  Bourke  predicted,  Ford  can  count  on 
profits  from  internal  sales  of  steel,  glass 
and  parts  used  to  build  those  domestic 
cars,  and  from  financing  and  overseas 
operations.  Even  with  a  "worst  case" 
loss  in  the  fourth  quarter,  1979  profits 
should  run  $9  to  $10  a  share,  about  what 
Forbes  expected  even  before  that  huge 
third-quarter  drop  was  announced. 

Foreign  operations  should  also  keep 
Ford  in  the  black  next  year.  Profit  projec- 
tions are  slipping,  however,  from  the  $7 
to  $9  a  share  projected  this  fall  to  possi- 
bly half  that,  depending  on  the  depth  and 
breadth  of  the  expected  recession.  Every- 
thing rides  on  those  small  cars  to  come— 
and  higher  prices  with  them.  The  other 
key  to  Ford's  making  it  lies  in  cutting 
costs,  according  to  Arvid  Jouppi,  a  veter- 
an John  Muir  &  Co.  analyst  (and  an  ad- 
mitted Ford  fan).  New  President  Philip 
Caldwell  figures  in  that  hope.  "If  Cald- 
well can  do  what  he  did  in  Europe — get 
everyone  working  together — they  can 
cut  manufacturing  costs  impressively," 
says  Jouppi,  who  thinks  Ford  plants  are 
overmanned  by  7%  to  10%.  Caldwell 
seems  to  be  working  on  both  fronts.  Ford 
is  combing  the  world  for  more  small  en- 
gines and  front-wheel-drive  components, 
and  Ford  suppliers  are  complaining  bit- 
terly that  the  men  in  the  "glass  house" 
headquarters  in  Dearborn  are  squeezing 
them  unmercifully  on  prices. 


The  blood  business 

A  year  ago  the  American  Red  Cross  was 
enjoying  a  $200  million-a-year  near-mo- 
nopoly collecting  and  distributing  whole 
blood  and  seemed  headed  for  a  dominant 
position  in  manufacturing  plasma  de- 
rivatives as  well.  The  biggest  charity  in 
the  U.S.,  Forbes  reported  (Dec.  11,  1978), 
was  teaming  with  Baxter  Travenol  Labo- 
ratories, a  major  processor  of  blood  and 
its  derivatives,  to  build  a  $38  million 
fractionation  plant  to  break  down  plas- 
ma into  such  products  as  gamma  globu- 
lin and  albumin.  Using  outside  proces- 


sors, the  Red  Cross  had  about  17%| 
blood-derivative  business;  the  plar 
expected  to  double  that  share. 

Inflation  and  the  leap  in  interest 
have  changed  all  that.  The  project* 
million  cost  of  the  joint  ventur* 
looned  to  near  $60  million  ant 
month  the  Red  Cross  and  Baxte: 
venol  "reluctantly"  shelved  it. 

The  news  came  like  a  transfusi» 
the  handful  of  pharmaceutical  firm 
in  the  plasma  business.  The  mere 
pect  of  the  nonprofit,  tax-free  Red 
with  its  volunteer  donors  movil 
with  its  own  fractionating  facilif 
helped  big  companies  like  Lederle, 
Squibb,    Abbott   and,    most  rec 
Merck,  to  decide  to  get  out  of  the 
ness.  Those  still  in  it  are  Cutter  La 
tories,  Baxter  Travenol,  Armour  an 
pha  Therapeutics,  which  Abbott  s< 
Japan's  Green  Cross  Corp.  in  1978. 
business,  estimated  at  more  than 
million  a  year,  has  been  bolster 
recent  years  by  bans  imposed  in  Ei 
and  Japan  on  paid  blood  and  plasm 
nors,  moves  that  drastically  reduced 
supplies  and  boosted  American  ex| 
"We're   the   OPEC   of  plasma," 
Thomas    Drees,    president    of  A 
(Washington  proclaimed  a  national 
cy  of  all  volunteer  donors  for  whole  1 
but  waffled  on  paid  plasma  donors4 
are  the  commercial  firms'  mainstay 

The  Red  Cross  decision  to  drq 
fractionating  plant  will  help  all  the 
mercial  makers/who  will  be  free  i 
formidable  competition  and  who 
continue  to  get  the  big  charity's 
ness.  It  comes  as  a  particular  boo! 
Alpha,  the  California  firm  bought  foj 
million  by  Japan's  Green  Cross.  The 
is  already  paying  off,  with  Alpha's 
ings  jumping  from  $1  million  pretJ 
1978  to  $6  million  this  year  on  $551 
lion  in  sales.  But  Green  Cross  was  c( 
ing  on  the  acquisition  for  much  rj 
The  Japanese  have  developed  a  syntl 
called  Fluosol,  which  is  a  substitut 
whole  blood,   and  Alpha  gave  G 
Cross  a  ready-made  American  dist 
tion  base  for  it  when  it  is  finally  licei 
This  approval  may  come  far  sooner 
expected.  Fluosol  has  recently  been 
on   three   Americans,  Jehovah's 
nesses  whose  religion  bars  blood  tJ 
fers.  It  has  also  been  used,  again 
special-case  basis,  on  more  than  5(| 
tients  in  Japan.  The  resultant  publi 
has  stirred  so  much  interest  in  Flu 
that  Tom  Drees  of  Alpha  now  think; 
product  will  get  its  license  in  Japa 
mid- 1980.   Canadian  drug  author 
have  also  expressed  keen  interest  in 
blood  substitute  and  it  is  conceit 
that  the  U.S.  Food  &  Drug  Admini 
tion,  which  handled  the  three  cases 
on  an  emergency  basis,  could  okay  F 
sol  sooner  than  the  ten  years  the  app 
al  process  was  expected  to  take. 
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I  DIDN'T  START 
APPRECIATING  EMERY  UNTi. 
I  STOPPED  USING  THEM. 


Air  freight  is  like  anything  else. 

No  matter  how  happy  you  are 
with  the  company  you  use  you're 
always  willing  to  try  someone  else; 
someone  new,  someone  a  friend 
recommended,  someone  whose  com- 
mercial you  just  saw. 

So  there  are  times  when  even 
loyal  Emery  customers  do  wander. 
But  anywhere  they  wander,  it  seems 
a  great  many  of  them  soon  come 
back  home.  For  a  lot  of  reasons. 

Many  of  which  have  to  do  with 


the  company  they  wander  to. 

Some  air  freight  companies, 
they  discover,  don't  deliver  what 
they  promise. 

Others  don't  deliver  anything 
except  what  can  be  handled  easily; 
nothing  too  big  or  heavy  or  out  of 
the  way.  - 

Some  companies  leave  you  up  in 
the  air  about  the  packages  they're 
delivering.  Simply  because  they  have 
no  way  of  tracking  them. 

And  then  there  are  the  air  freight 


companies  that  don't  have  enough 
offices  or  enough  people  or  enough 
trucks  or  enough  planes  or  just 
enough  interest. 

So  when  an  Emery  customer  tries 
someone  else,  we  don't  mind. 

At  Emery,  we  think  the  best  way 
to  find  out  how  good  we  are  is  to  find 
out  how  good  the  other  guys  aren't. 

EMERM 

THE  AIR  FORCE  IN  AIR  FREIGHT. 
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CHANGE OF ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-Ameiican  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 
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Acquire  Mexico? 

Sin:  As  I  read  "Why  Victor  Posner  is 
riding  high"  (Oct.  29)  and  "Why  won't 
the  Mexicans  sell  us  more  oil?"  every- 
thing suddenly  became  very  clear. 

Why  doesn't   the  U.S.  just  acquire 
Mexico?  i'm  sure  Posner  would  be  avail- 
able to  help  develop  a  suitable  offer. 
— Theodore  Schlissel 
New  York,  N.Y. 


Whose  windfall? 

Sir:  President  Carter  should  be  consis- 
tent about  windfall  revenues,  both  for 
the  oil  companies  and  for  the  U.S.  Trea- 
sury. The  Treasury  will  receive  some  $39 
billion  or  more  in  windfall  revenues  as  a 
direct  result  of  inflation  between  fiscal 
year  1979  and  1981,  according  to  a  re- 
lease by  the  Joint  Economic  Commis- 
sion of  the  Congress.  The  Treasury 
should  not  be  allowed  to  profit  from  in- 
flation-induced windfall  revenues  it  did 
not  earn.  This  extra  revenue  should  be 
returned  to  the  taxpayers. 
— B.I..  Seabrook 
Dallas.  Tex. 


Misplaced  hysteria 

Sin:  "Exxon,  how  could  you  do  this  to 
us?"  How  many  politicians  have 
screamed  these  words  when  Exxon's 
earnings  were  announced? 

My  God,  just  what  do  the  politicians, 
the  press  and  the  citizens  of  our  country 
think  profits  are?  If  we  annualize  Exx- 
on's figures  for  the  third  quarter  we  get 
5.55%  profit  margin  on  sales. 
— Ted  E.  Slanker  Jr. 
Portland.  Ore. 


Useful  tool 

Sih:  I  may  find  the  tie  with  the  motto  of 
Forbes,  "Capitalist  Tool,"  useful  on  a 
number  of  occasions  here  in  Washington 
or  elsewhere!  I  appreciate  MSF  Jr.'s  inci- 
sive comments  in  his  recent  columns. 
— G.  William  Miller 
Secretary  of  the  Treasury, 
Washington,  D  C 


Credit  union  crunch 

Sir:  In  "Join  the  club"  (Oct.  1),  you  say, 
"[Credit  unions]  have  always  wanted  to 
become  more  and  more  like  banks,  so 
it's  the  old  story:  If  they  can't  stand  the 
heat,  they'll  have  to  get  out  of  the  finan- 
cial kitchen."  Credit  unions  do  not  want 


to  be  like  banks  and  never  have.  If 
were  not  able  to  raise  their  prime  1 
than  12%,  would  they  be  able  to  u 
in  the  financial  kitchen? 

— Patrick  J  Quigley 

General  Manager. 

Ft.  Monmouth  Federal  Credit  I  'nion 

Ft.  Monmouth,  N.J. 


Not  loan  sharks 

Sim:  You  characterize  some  consunl 
nance  companies  as  "one-man 
street  loan  sharks"  (Oct.  29).  The  fs 
consumer  finance  companies'  maxi 
rates  are  all  set  by  the  various  states; 
also  state,  ".  .  .  Some  3,500  comp 
divide  up  $290  billion  in  outstai 
consumer  loans."  The  study  you  <j 
concerns  only  finance  companies,  vt 
hold  a  bit  over  20%  of  consumer  in 
ment  credit. 
—John  R  Swift 
Vice  President. 

The  First  National  Bank  of  Chicago 
Chicago.  Ill 
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Snv  In  Fact  and  Comment  (Nov.  12), 
wrote:  "On  the  Mercedes  assembly 
one  man  does  nothing  but  bang  <| 
shut  to  be  sure  that  each  sounds  the 
a  Mercedes  door  should  sound."  Ii 
last  50  years  I  have  seen  the  same 
tence  written  about  every  single  ma 
car  in  the  industry. 
— Harvey  Edlin 
Wahan,  Mass. 


Spiking  rumors 

Sih:  I  liked  your  "Doing  Right  M 
Dollars  As  Well  As  Sense" (Fact  and <\ 
ment,  Nov.  12).  We  have  one-half  hoi 
devotions  and  an  information  me« 
on  company  time  each  week — keeps 
rumor  mill  quiet. 
— George  Seaberg 
A.R.I.  Industries,  Inc. 
Moline.  111. 


South  Africa  not  so  ba< 

Sih:  You  label  South  Africa  as  onl 
the  world's  two  least  humane 
tions  ("Hammer  &  Sickle  etdied  in  g« 
Nov.  26).  Freedom  House's  latest  su 
finds  South  Africa  amongst  the  i 
countries  in  the  third  world  and  bey 
comparison  with  the  Communist 
The  standard  of  living  of  all  South 
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Ithnic  groups  is  vastly  superior  to 
Hherc  else  in  Africa  south  of  the  Sa- 
uncomc  earned  hy  non-South  Afri- 
■orkers  in  the  mines  is  responsible 
(lie  bulk  of  the  income  of  African 
tfries  such  as  Lesotho,  Mozambique 
Iptswana. 
fl.Wnv 
\o,'lli 


i  Mutual  decision 

U-  "Is  there  life  after  downfall?" 
S12).  I  was  | not ]  "fired."  My  depar- 
rom  an  official  Pullman  position, 
■,  was  the  result  of  a  mutual  dcci- 
nade  in  1970. 

:he  nine  years  1  led  Pullman,  the 
ration's  revenues  went  from  $690 
in  to  $2.6  billion;  profits  increased 
$9.9  million  to  a  record  $63.9  mil- 
lst  year.  And  stockholders  received 
■nd  increases  every  year  in  the  last 
my  tenure.  That's  a  performance 
1  companies  should  be  looking  tor 

go. 

tact  is,  I  am  looking  foj  a  new 
nge. 

ael  1$  Casey  Jr. 
in  Inc. 
I  /// 


An  opportunity? 

he  article  "Son  of  Proposition  13" 
\V^>  says,  "Under  the  proposed  ini- 
the  collective  bargaining  unit 
be  no  larger  than  the  employing 
■ration  in  any  voucher  school.  That 
I  lessen  teacher  bargaining  power." 
ic  so  called  Family  Choice  voucher 
ualifies  for  the  ballot  and  passes — 
ith  public  funds  as  a  catalyst — we 
re  many  now  underpaid  teachers  in 
e  and  parochial  schools  will  seek 
r  wages  and  need  the  help  of  our 
fling  experts,  and  thus  strengthen 
mion." 
og/ia 
'nt. 

Mia  Teachers  Association 
name.  Calif 


j  other  transportation 

aggest  you  buy  a  kiddie  car  for  the 
Mr.  Forbes  before  he  knocks  him- 
ff  with  those  crazy  balloons  and 
cycles. 
/'  Drennan 
\a,  NY. 


GIVE  THE  GIFTOF 
THE  IRISH  MIST 


Give  someone  a  bottle  of  Irish  Mist  and  you 
give  them  hills  that  roll  forever,  lakes  that  radiate 
light,  and  a  gentle  mist  that  settles  every  evening. 

Every  sip  of  Irish  Mist  is  all  that  and  more: 
A  legendary,  centuries  old  drink  sweetened  with 
just  a  wisp  of  heather  honey.  Irish  Mist  can  be 
enjoyed  anytime,  or  place,  or  way:  on  the  rocks; 
neat;  or  mixed  to  your  taste. 

It's  a  pleasing  drink.  It's  a  perfect  gift:  Irish 
Mist  in  the  handsome  gift  box.  Always  given  with 
pride  and  received  with  appreciation. 

IRISH  MIST 
THE  LEGENDARY  SPIRIT 

Imported  Irish  Mist®  Liqueur.  70Praof.  ©1979 Heublein,  Inc.,  Hartford,  Conn.  U.S.A. 
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Sagebrush.  Snow.  Mountains.  And  Oil? 


Fifty  years  ago  it  was  easy  to  find  oil  in  the 
United  States.  It's  a  different  story  now,  yet 
never  has  it  been  more  important  to  locate  new 
gas  and  oil  reserves  within  our  own  borders. 
That's  why  exploration  in  this  country  is  booming 
these  days.  Areas  are  being  surveyed  that  have 
never  been  searched  before.  In  some  cases, 
previously  surveyed  territory  is  getting  a  second, 
third,  or  even  fourth  look  to  make  sure  deposits 
aren't  being  missed. 

Here  in  th         >w  of  Nevada's  Snake 
Mountains,  for  example,  an  exploration  crew 
from  Seismog;  sph  Service  Corporation,  a 


Raytheon  company,  uses  special  v  ibrator- 
equipped  tractors  to  send  seismic  signals  de^ 
beneath  the  floor  of  the  Great  Basin.  Other 
SSC  crews  are  helicoptered  to  sites  higher  ir 
mountains  where  trucks  and  tractors  can't 
operate.  In  fact,  SSC  currently  has  more  ere 
at  work  in 'the  United  States  than  ever  befon 
helping  oil  and  gas  companies  locate 
new  deposits. 

Two  other  Raytheon  companies  are  exjj  > 
ing  their  capabilities  to  meet  the  challenges 
and  opportunities— presented  by  the  changi 
energy  market. 


The  Badger  Company,  Inc.— a  leader  in  the 
leering  and  construction  of  petroleum 
eries  and  petrochemical  plants— is  also  at 
v  i  on  several  coal  conversion  projects,  rang- 
rom  conceptual  studies  for  the  Department 
it;  nergy  to  engineering  and  procurement 
ces  for  major  elements  of  the  world's  largest 
mercial-scale  synthetic  fuels  plant. 
United  Engineers  &  Constructors  Inc.  con 
s  as  a  leading  designer  and  builder  of  power 
s  for  the  electric  utility  industry.  Current 
includes  many  major  power  projects  and 
iety  of  environmental  control  systems. 


Seismograph  Service  Corporation.  Badger. 
United  Engineers.  Three  fine  companies  involved 
in  energy  services,  one  of  five  basic  business  areas 
at  Raytheon.  The  others  are  electronics,  major 
appliances,  heavy  construction  equipment,  and 
educational  publishing.  For  copies  of  our  latest 
financial  reports,  please  write  Raytheon  Company, 
141  Spring  Street,  Lexington,  Massachusetts  02173. 


r  to^rye  man  receive, 
ossible  exceptions 
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"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor  in  Chief 


WE  COULD  BLOW  IRAN  INTO  OBLIVION 


few  minutes  at  the  push  of  a  few  buttons. 

all  the  heated  fulminations  about  Carter's  restraint  in  the 
;ent  crisis  endangering  us  by  showing  weakness  is  wide  of 

ark.  Hotheaded  military  response  would  cost  50  hostages 
r  heads  and  10  million,  20  million  or  30  million  Iranian 
ear  dead  would  save  neither  those  50  nor  life  and  lives  of 

orld  we  now  know. 

plomatic  immunity  is  essential  to  every  country,  but  we 
Id  remember  that  occasional  outrages  of  it  are  as  old  as 
existence  of  diplomats.  In  fact,  159  years  ago,  an  Iranian 
ah-aroused  mob  sacked  the  Russian  embassy  in  Tehran 
massacred  the  staff — at  the  moment  and  on  the  spot. 


Killing  those  50  American  hostages  would  be  so  contrary  to 
the  tenets  of  Islam  that  even  that  vengeful  fanatic  Khomeini  is 
unlikely  to  risk  the  universal  condemnation  of  the  rest  of  the 
Islamic  world. 

Freezing  credits;  deporting  rioting  Iranian  students;  ceasing 
to  train  Iranian  fighter  plane  pilots;  ceasing  to  supply  military 
spare  parts — these  actions  are  one  matter. 

Bloody  military  invasion  would  be  a  hopeless  other. 

The  New  York  Times  put  it  beautifully:  "Get  tough  America, 
not  with  someone  else's  son  in  the  82nd  Airborne,  but  by  driving 
less,  shiveringa  little  and  thus  dispelling  the  impression  that  the 
nation  is  so  hooked  on  oil  it  can  be  held  up  for  any  price." 


CHEERFUL  CHRISTMAS  SEASON  QUERY 

ow  long — perhaps  How  Soon  would  be  more  prophetic —  What  with  stolen  and  "lost"  quantities  of  uranium  and 
re  some  terrorists  hold  hostage  a  great  city  with  a  be-it-  endless  publications  currently  providing  how  to  make  one, 
so-crude  atomic  explosive  device?  time  is  ticking. 

THE  DITHER  OVER  THE  DOLLAR  AS  THE  WORLD'S  CURRENCY 


jor  ado  about  a  problem  that  is  daily  less  than  it  was. 
day  only  half  the  world's  commerce  is  based  on  swapping 
s.  Marks  account  for  14%,  with  demand  rising.  The 
d,  revived  by  North  Sea  oil  breezes,  and  the  French  franc, 
orted  by  mattresses  stuffed  with  varying  amounts  of  gold, 
her  handle  some  12%  to  14%.  The  more  these  currencies, 
with  Dutch  guilders,  Italian  lire,  as  well  as  Swiss  and 
an  francs,  are  in  demand  the  more  their  treasuries  will 


have  problems,  and  the  less  is  the  danger  of  emotional  or 
idiotic  international  runs  on  the  U.S.  dollar. 

It  so  happens  our  relatively  giant  GNP  gives  the  dollar  more 
worth  than  it's  getting  in  the  international  monetary  jungle. 
The  dollar  isn't  going  to  suffer  as  the  Germans  and  others  try 
to  stem  iraniotic  cravings  for  their  currencies  in  quantities 
that  are  unsustainable. 

Dethroning  the  dollar  will  crown  it  with  renewed  worth. 


DEPLOYING  THE  NEW  U.S.  MEDIUM-RANGE  NUCLEAR 

iles  in  Western  Europe  shortly  (as  now  agreed  to  by  all  It  would  also  remove  the  question  of  whether  we'd  First 

D  except  Holland)  insures  Russian  invasion  restraint —  Strike  if  Western  Europe  were  threatened  with  swift  elimina- 

h  NATO's  conventional  strength  has  long  since  ceased  to  tion  by  a  sudden  Soviet  conventional  military  overrun, 

t  will  greatly  lessen  NATO's  present  total  dependence  on  Russia's  fit  over  the  prospect  is  as  understandable  as 

lotly  debated  retaliatory  nuclear  capability.  NATO's  doing  of  it  is  essential  to  their  ongoing  independence. 

ES,  DECEMBER  24,  1979  21 


NEW  YORK'S  BEST  RESTAURANTS-1979 


La  Caravelle 
La  Cote  Basque 
La  Grenouille 
Le  Cygne 


*     *     *  * 

Forbes  Magazine's 
Restaurant  Guide 


New  York's  few  best  continue  to  be  unbettered  anywhere 
else,  including  Paris.  Only  two  of  Forbes'  Eight  for  1979 
are  big:  The  Four  Seasons  and  "21,"  the  latter  a  very 
special  case,  i.e.,  the  nearest  a  public  restaurant  will  ever 
come  to  being  literally  a  club  for  its  regulars  and  Newly 
Arrived.  With  the  prospect  of  a  new  owner  for  "21,"  and 
the  recent  purchase  of  La  Cote  Basque  by  the  proprietor  of 
the  eminently  successful  Le  Lavandou  (see  below),  it  re- 


Lutece 

Parioli  Romanissimo 
The  Four  Seasons 
"21" 


mains  to  be  seen  if  they  will  hold  their  place  in  this  galax| 
Le  Cygne?  If  you've  not  dined  here,  you've  not  experienci 
the  best  in  New  York,  and,  for  Italian  food,  ditto  Panel 
Romanissimo,  whose  zuppa  inglese  is  super. 
Lutece,  Grenouille  and  Caravelle  are  to  the  Big  Appkl 
dining  scene  what  the  Statue  of  Liberty  (incidentally,  al 
French)  is  to  its  Harbor — unchanging,  with  haute  cuisii| 
torch  held  high. 


*      ★  ★ 


Chalet  Suisse 
Christ  Cella 
Claude's 


David  K's 
Dodin  Bouffant 
11  Monello 


La  Petite  Ferme 
Le  Chantilly 
Le  Cirque 


Le  Lavandou 
Nippon 
Quo  Vadis 


Serendipity  3 
Shun  Lee  Palace 
Soho  Charcuterie 


Four  of  last  year's  14  couldn't  cut  it  this  year.  With 
Auberge  Suisse  way  down,  Citicorp  Center  is  left  without 
one  really  good  place  to  eat  among  its  many.  W  indows 
on  the  World  has  declined  to  where  there's  little  very 
appealing  left  but  the  windows.  Like  Mamma  Leone's 
uptown  tourist  trap,  Windows'll  continue  to  pack  in  the 
out-of-towners  but  no  longer  those  eager  to  eat  well  as 
well  as  see  well. 

There  are  five  wonderful  new  three  stars:  Claude's — 
None  of  this  nouvelle  stuff,  but  rich,  rich  .  .  .  you 


should  be  so  rich.  David  K's — Nearly  everybody  intl 
Chinese  food  puts  this  on  top  and  we  agree.  Dodiil 
Bouffant — Imaginative  new  dishes  and  combination! 
that  intrigue  and  reward.  And  Le  Cirque  is  back,  witl 
a  former  Le  Cygne  chef  doing  justice  in  the  kitchen  tj 
the  warm,  unceasing  attentiveness  that  owner  Sirii| 
Maccioni  extends  to  his  selective  clientele.  Serendi] 
ity  3 — For  lunch  either  with  kids  or  just  a  sweet  tootrl 
this  is  a  yummy  sandwich,  cake,  banana  split,  sod|| 
fountain  place  that's  a  Must. 


STACKING 

Not  the  dice.  Net  the  odds.  But  the  fork.  For  those    the  knife  makes  delicious  good  sense, 
who  love  to  blend,  to  batch,  to  mate  all  the  goodies  on       They've  known  that  in  Europe  for  a  long  time,  buj| 
the  plate,  stacking  the  back  of  the  fork  with  the  aid  of    somehow  the  word  doesn't  seem  to  get  around  here. 

MOVIE  REVIEWS 


French  Postcards — If  ever  two  such  naive  American  college 
wys  showed  up  in  Paris,  it's  unlikely  that  any  French  woman 
or  American,  for  that  matter)  of  any  age  would  give  'em  a 
umble.  A  "comedy"  that  might  have  been.  Luna — One  jolt- 
ng,  overblown  Bernardo  Bertolucci  scene  after  another,  with 


satire.     Rich  Kids — Early  teeners  of  rich  divorced  parents! 
0.002%  of  'em — will  probably  like  this  movie;  the  divcj 
"rich  parents" — all  0.004%  of  'em — may  identify.  For  the| 
of  us,  the  film's  a  put-to-sleeper.  Unconvincing  acting, 
trived  scripting.     "10" — Our  middle-aged  hero  chases- 


he  young  teener's  dope  problem  more  harrowing  than  the    catches,  yet!— the  sexiest  celluloid  Symbol  since  Marilyn lj| 
leeting  Mother  Love  bit.  This  film's  for  those  into  dissecting 
Directors  rather  than  for  us  mere  moviegoers.    Monty  Py- 
thon's Life  of  Brian— i  can  see  why  the  Formally  Religous  are 

ixercis^d,  but  for  those  of  -y  or  no  persuasion,  there  are  many 
ery  funny  bits,  some  unmatched  pieces  of  super  celluloid 


roe.  Bountifully  endowed,  Bo  can  act  too.  No  Woody  /I 
subtlety  in  this  movie,  but  a  colorful  romp  all  the  wa| 
Mexican  sea,  Bo  scene,  and  back  to  Julie  Andrews. 
Not? — A  better  question  is  why  anyone  would  attend 
boring,  contrived  French  cuteness  effort. 
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EPITOME  OF  THE  BEST  IN  ARMY'S  TRADITION 


arl  "Red"  Blaik  had  a  long  (1941-58)  and  very 
kessful  career  as  West  Point's  football  coach  and 

etic  director.  He  molded  some  great  material, 
J  inspired  innumerable  lesser  men  to  play  better 

i  they  thought  they  could. 

ist  fall,  during  a  home  game  at  halftime,  the 
jdemy  paid  him  a  moving  tribute. 

i  acknowledging  it,  the  great  Red  concluded:  "I 

en't  mellowed  to  the  point  where  I'm  willing  to 
May  the  best  team  win.'  ' 

hi 


JVNA  WASTE  MONEY? 

Buy  diet  books. 


rmy  at  the  half  was  trailing  overwhelmingly  favored  Wash- 
on  21-7.  The  Army  team,  in  their  dressing  room,  must 
■  heard  of  his  words.  They  came  out  and  racked  up  14 
its  to  hand  then-unbeaten  Washington  a  tie  game, 
he  three  cadets  ushering  that  day  in  our  area  of  the  stadium 


were  very  attractive  young  women  and,  at  first 
blush,  we  mostly  all  thought,  "How  nice,  but  how 
foolish."  Imagine,  young  ladies  in  the  trenches, 
leading  troops  in  combat  situations.  One  of  our 
group  joked,  "I  didn't  mind  coming  home  from 
World  War  H  a  sort  of  hero  to  the  girls.  Can  you 
imagine  dating  a  girl  who  is  herself  a  war  hero?" 

On  further  thought,  we  realized  how  essentially 
nostalgic  our  reactions  were.  Look  at  the  military 
job  women  do  in  Israel.  In  countless  combat  situations  as  well 
as  in  rugged  kibbutz  outposts,  they've  played  a  part  fully 
comparable  to  that  of  their  male  comrades-at-arms. 

Not  unlike  the  pioneer  women  of  our  own  nation's  early 
years.  Women  at  arms  are  likely  as  capable  as  they  are 
in  'em. 


HE  MUST  HAVE  THOUGHT  THE  SHOE  FITS 


The  other  day  as  we  were  showing  a  CEO  a  part  of  Forbes' 
editorial  operation,  one  employee  who  overheard  my  enthusi- 
astic description  of  his  department  smilingly  handed  me  this: 


My  Cow  Is  Dead 
So  I  Don't  Need 
Your  Bull 


WANNA  MAKE  MONEY? 

Write  one. 


WANNA  WAIST  AWAY? 

Eat  less. 


WHEN  WILL  MAGGIE— AND  THE  U.S.— EVER  LEARN? 


By  M.S.  Forbes  Jr. 


Britain's  Margaret  Thatcher  has  yet 
in  to  learn  that  you  don't  cure  inflation 
i|  md  other  economic  illnesses  by  sti- 
ling  the  economy. 

Soon  after  taking  power,  she  coura- 
geously cut  the  U.K.'s  suffocating  in- 
:ome  tax  rates,  but  this  invigorating 
nove  was  vitiated  by  a  near-doubling 
)f  the  value  added  tax.  The  average 
kit  is  worse  off  than  before.  The 
:apital  gains  levy,  moreover,  was  left 
mchanged,  leaving  it  the  highest  in 
he  West. 

Now  the  Conservatives  have  tight- 
:ned  the  noose  on  the  economy  even 
nore  by  jacking  up  substantially  the 
J.K.'s  already  high  interest  rates, 
business,  heavily  dependent  on  debt, 
vill  have  to  pay  more  than  20%,  as- 
uming  it  is  able  to  get  credit. 
.  The  Thatcher  government  is  fol- 
owing  a  sterile  theory  of  monetarism, 
i  theory  that  downplays  the  potency 
>f  incentive  on  economic  activity. 

With  credit  increasingly  unavail- 
ble,  with  profit  margins  shrinking, 
he  U.K.'s  economy  is  in  for  an  unnec- 
:ssanly  bleak  new  year,  especially 
vhen  you  consider  that  this  island  is 
'irtually  self-sufficient  in  energy. 
The  U.S.,  unfortunately,  refuses  to 


learn  from  the  British  experience.  The 
U.K.  adopted  the  Carter- Vol cker  type 
of  austerity  back  in  1975.  The  stan- 
dard of  living  was  reduced;  spending 
was  tightened;  deficits  were  shrunk. 
Money  supply  growth  declined  and 
inflation  came  down — for  a  while. 

But  Britain's  economy  remained — 
and  still  remains — stagnant,  and  infla- 
tion has  shot  up  again. 

You  don't  return  an  economy  to 
health  by  making  people  poorer. 

STOCKS  HAVE 
DONE  WELL 

Contrary  to  popular  opinion,  stocks 
have  been  a  rather  good  investment 
this  year  despite  an  incipient  reces- 
sion, energy  shortages,  the  destruc- 
tive windfall  profits  tax,  roaring  infla- 
tion and  record-breaking  interest 
rates.  Since  1974,  in  fact,  the  average 
equity  has  kept  pace  with  gold,  houses 
and  many  other  inflation  "hedges." 

The  Dow  Jones  industrial  average 
has  been  lackluster  in  1979,  barely  up 
from  a  year  ago,  but  the  DJI  represents 
only  30  large  companies.  Other, 
broader-based  measurements  tell  a 
different  tale.  . 

Standard  &  Poor's  S00  is  up  10% 
from  last  year;  the  New  York  Stock 
Exchange  Composite,  13%.  With  divi- 


dends, the  total  return  is  over  15%. 

Second-  and  third  tier  stocks,  as 
well  as  those  not  listed  on  the  Big 
Board,  have  done  far  better.  The 
mammoth  Value  Line  Index  (about 
1,700  issues)  has  risen  20%  in  the  past 
12  months;  the  NASDAQ  O-T-C 
Composite,  24% ;  and  the  American 
Stock  Exchange  Index,  over  50%. 

Since  1975  when  Americans  have 
been  permitted  to  buy  gold,  the  price 
of  the  "barbaric  relic"  has  doubled.  So 
has  that  of  the  average  house.  Yet 
many  stocks  have  done  even  better: 
The  Value  Line  Index  has  jumped 
140%;  the  NASDAQ,  142%;  the 
American  Stock  Exchange,  278%. 
Even  the  Dow  Jones  industrials,  with 
dividends,  have  appreciated  70%. 

One  reason  smaller  stocks  have  per- 
formed so  spectacularly  is  last  year's 
reduction  in  the  capital  gains  tax, 
which  benefits  individual  investors 
who  traditionally  buy  these  types  of 
equities.  At  the  same  time,  institu- 
tions have  also  been  reducing  their 
proportion  of  stocks,  the  kind  you'd 
find  in  the  Dow  Jones  industrial  in- 
dex, in  favor  of  bonds,  which  have 
performed  miserably. 

This  writer  is  willing  to  bet  that 
stocks  will  do  even  better  in  the  next 
five  years  than  in  the  past  five. 
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Other  Comments 

Often  comments  by  others  stimulate  irritate 
abuse  or  amuse  this  editor's  mind — MSF 


U.S.'  Two  Cars 
and  Reds'  Meat 

These  days,  ironically,  a  degree  of  de- 
pendence goes  hand  in  hand  with  a  high 
standard  of  living.  Before  two-car  fam- 
ilies came  into  vogue,  this  country  ex- 
ported oil.  But  everybody  else  is  in  the 
same  situation.  If  Russians  are  willing  to 
sat  potatoes  and  cabbage,  they  don't 
need  us  for  grain.  But  if  the  Soviet  leaders 
want  to  put  meat  on  the  dinner  tables  of 
Leningrad  and  Minsk,  they  will  have  to 
jet  the  grain  to  teed  the  cattle  from  us, 
their  most  powerful  adversary. 

While  we  depend  on  Saudi  Arabia  for 
that  underpopulated  vast  nation,  sur- 
rounded by  hostile  states,  depends  on  us 
or  military  security.  We  must  import 
some  of  our  oil,  but  [apan  must  import  it 
ill.  Without  trade,  Britain  goes  hungry. 
—Roger  Rieklets,  Wall  Street  journal 

Absolution  for  Terrorists 

This  was  one  of  the  things  1  learned 
irsthand  in  Yenan  as  I  searched  for  his 
:ory:  revolutions  are  made  by  intellectu- 
lls.  Not  all  intellectuals  arc  revolutionar- 
es.  But  if  intellectuals  can  weave  their 
dr. is  about  what  bothers  ordinary  pen- 
ile, they  can  ensnare  and  mesh  them 
ogethcr.  If  they  are  shrewd  enough  to 
lescribe  conditions  to  workers  and  fami- 
lies so  that  simple  people  recognize 
a  hat  is  cramping  them  or  destroying 
hem — then  they  can  mobilize  these 
>eople  to  change  things,  to  kill,  to  hunt, 
:o  die,  to  be  cruel,  with  the  moral  absolu- 
ion  that  intellectuals  can  always  give 
iimple  killers  and  terrorists. 

—Theodore  H.  White, 
In  Search  of  History 

The  "So?"  Foreign  Policy 

Sirs:  All  that's  missing  from  U.S.  for- 
;ign  policy  is  the  word  .so.  Like  when 
someone  says,  "The  U.S.  supports  dicta- 
:orships."  The  U.S.  says,  So?  "The  U.S. 
s  racist!"  So?  Get  my  drift? 

— General  Ivan  Burkey  (Self-appointed) 
Livonia,  Mich. 

Letter  to  the  Editor,  National  Lampoon 

Nutmeg  Nuttiness? 

Nutmeg  can  drive  you  nuts.  Yet  an- 
other potential  holiday  hazard,  according 
:o  Clinical  Psychiatry  *  s(  is  that  aro- 
matic light  brown  spiti  that  a  cup  of 
:ggnog  would  be  nothi, 
s  evidence  that  doses  in  exc  ,  of  one 
ablespoon  of  nutmeg  ca  .  •  i  dizzi 
less,  headaches,  an  increase  •  rate, 


confusion  and  hallucinations>  (Maybe — 
after  his  third  cup  of  rice  pudding— your 
Uncle  George  really  docs  see  Santa 
Glaus.)  . 

— Executive  Fitness  Newsletter 

Currency  Problems 

Abbot  Gilles   Ii   Muisis  of  Tournai 
found  the  mysteries  of  the  coinage  even 
more  obscure  than  the  plague  and  was 
inspired  to  a  famous  verse: 
Money  and  currency  are  very 

strange  things. 
They  keep  on  going  up  and  down 

and  no  one  knows  why; 
If  you  want  to  win,  you  lose, 

however  hard  you  try. 
In  1351,  the  first  year  of  |King  (can  D's] 
reign,  the  currency  suffered   18  alter- 
ations, and  70  in  the  course  of  the  next 
decade. 

— Barbara  W.  Tuehman, 
A  Distant  Mirror 

Attacking  the 
Energy  Problem 

Solar  Reactor  Corp.,  a  Miami,  Fla.- 
based  energy  research  and  development 
company  formed  in  1976,  has  engineered 
a  unique  process  that  involves  harness- 
ing the  thermal  and  kinetic  energy  that 
is  released  when  chlorine  is  exposed  to 
light  and  then  mixed  with  hydrogen.  The 
solar  reactor  process  begins  with  the  pro- 
duction of  hydrogen  and  chlorine  from 
brine,  or  saltwater,  in  a  standard  com- 
mercial electrolytic  cell.  The  two  sepa- 
rate gases  are  injected  into  a  combustion 
chamber  much  like  gasoline  and  air  in 
the  conventional  combustion  en- 
gine. .  .  .  Unlike  a  standard  internal 
combustion  engine,  however,  the  com- 
bustible mixture  in  the  solar  reactor  en- 


gine requires  no  compression.  Th(| 
are  then  recycled  back  into  the  cu 
tion  chamber,  initiating  the  cyclel 
Unlike  gasoline  the  two  gases  nl 
used  up  in  the  process;  only  the  ll 
used.  .  .  .  According  to  a  spokesm  [ 
process  could  be  used  to  power  jet, 
and  rotary  engines,  as  well  as  g^| 
steam-driven  turbines. 

— Nation's  Hu\ 


Hippie  Conformity 

.  .  .  memories  of  hippier  timeH 
sweet   side,   that   kind  of  compM 
counterculture  togetherness  so  t\ 
pressure  to  conform  in  nonconform 


Those  who  defame  us,  c 
us,  abuse  us  and  lie  abou\ 
would  he  in  one  hell  of  <| 
without  us. 

— Senator  Russell  Long  (D| 
himself  an  extensive  oil  invj 
addressing  oil  prodl 


Menu  French 

I  detest  all  French  menus  in  the  Ljl 
States,  the  ones  that  have  no  transit 
on  them.  I  think  it's  extremely  p;| 
tious  in  a  country  where  English 
language  to  list  dishes  only  in  Fij| 
There  should  be  some  clue  as  to  vl 
in  the  dish  and  how  it's  prepared-l 
sauteed,  roasted,  fried — they  don't f 
to  go  into  a  long  thing. 
— Mimi  Sheraton,  as  quoted  in  Inteii 


Surprise  for  Someon»| 

"The  little  boy  came  out  of  the 
Claus  line  to  rejoin  his  mother,"  v| 
Edith  Heal.  "  'What  did  you  tell 
you  want  for  Ghristmas?'  she  said. 

"The  little  boy  smiled  blissfully.  '1 
find  out  on  Christmas  morning.'  " 
— Lawrence  Van  Gil 
The  New  York  71 


"For  a  kindly  old  man,  he's  mighty  quick  with  the  whip. " 

Drawing  by  Kraus;  c  1965  The  New  Yorker  Magazine.  Inc  ■ 
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PAUL  HOOPER  KNOWS  MORE  ABOUT  TRAFFIC  SAFETY 

THAN  3M  DOES. 


THAT'S  WHY  WE  LISTEN  TO  HIM. 


When  Paul  Hooper  talks  about 
highway  safety,  3M  listens.  Paul  is 
County  Road  Engineer  of  King 
County,  Washington.  He's  dedicated 
the  last  nineteen  years  of  his  life  to  - 
finding  new  and  better  ways  to  keep 
people  alive. 


Today,  Public  Safety  EnginUM 
like  Paul  reach  to  contemporary  , 
technology  for  answers.  Like  the  3M~ 
Opticom  "System  that  automatically 
changes  traffic  lights  from  red  to 
green  to  help  emergency  vehicles  get 
to  the  scene  sooner  and  safer.  And 
when  new  technology  is  needed, 
Paul  will  be  among  the  first  to  know. 


By  listening  to  him,  3M  can 
create  more  ingenious  products  for 
practical  use.  And  that's  our  job.  At 
3M,  listening  is  more  than  just  good 
philosophy.  It's  vital  to  our  future. 

3M  HEARS  YOU. 


Electric  utilities  have  always  set  high  standards 
for  the  products  they  use.  Too  much  depends  on 
them  to  do  otherwise. 

Recently,  however,  leading  utilities  were  look- 
ing for  power  cable  that  would  not  just  meet 
industry  standards  —but  beat  them. 

It  was  Phelps  Dodge  that  came  up  with  the 
answer:  our  new  I  llgher  Performance  Cable.  A 
cable  made  to  more  stringent  specifications  and 
tested  to  higher  lev*        improved  reliability. 


Unusual?  Not  at  all.  Greater  reliability  is  the 
hallmark  of  a  score  of  quality  products  we  make 
for  electric  utilities.  Copper-Nickel  condenser  tub 
for  example.  And  our  Continuously  Transposed 
Cables  of  magnet  wire  for  power  transformers. 

All  in  all,  each  year,  we  turn  about  a  billion 
pounds  of  copper  into  modern,  useful  products 
for  the  utility  industry  and  others.  That's  because 
people  who  depend  on  copper  depend  on  us. 
Phelps  Dodge — the  time-tested  name  in  copper. 


The  copper  people  from 
Phelps  Dodge 
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Forbes 


\w  companies  have  had  more  turnarounds 
id  more  setbacks  than  General  Dynamics. 
I  right  now  it's  hard  to  see  what  could 
\me  along  to  disrupt  its  prosperity. 


Crown  jewel 


By  Howard  Rudnitsky 
with  William  Harris 

hen  General  Dynamics  Corp. 
Chairman,  President  and  Chief 
Executive  Officer  David  S.  Lew- 
to  his  feet  last  month  before  a 
(led  ballroom  of  money  managers  at 
York's  Regency  Hotel,  he  was  all 
[es.  Oh,  yes,  there  were  still  some 
[lems.  His  Quincy,  Mass.  commer- 
shipyard  is  short  of  business  and 


could  close  down — at  a  potential  cost  of 
$30  million.  His  54.6%-owned  Quebec- 
based  Asbestos  Corp.  Ltd.  may  be  ac- 
quired by  Quebec's  French  separatist 
government  for  a  token  $65  million. 

Little  things  like  that.  But  for  a  com- 
pany that  will  do  over  $4  billion  in  sales 
this  year,  these  problems  were  indeed 
minor.  For  the  first  time  in  the  decade, 
Lewis  said,  "we  don't  have  so  many  ago- 
nizing unknowns.  We're  aiming  for  sta- 
bility and  we're  getting  it." 


A  lot  of  knowledgeable  people  agree. 
Wall  Street  expects  General  Dynamics  to 
earn  around  $6.50  to  $6.75  a  share  this 
year.  Not  bad  for  a  company  whose  1978 
profits  were  wiped  out  by  a  huge  writeoff 
and  whose  previous  best  year  was  in 
1977  when  it  earned  $3.80  a  share.  A 
number  of  analysts  predict  it  is  headed 
for  at  least  $7.50  a  share  in  1980.  GD 
goes  into  the  Eighties  with  a  $10  billion 
funded  backlog,  and  it  has  already  swal- 
lowed the  last  bitter  pill  of  the  Seventies: 
the  $359  million  writeoff  last  year  which 
wrote  finis  to  its  protracted  cost-overrun 
dispute  with  the  Navy  on  a  $2.3  billion, 
18-ship  contract  for  SSN  688  nuclear  at- 
tack submarines. 

Ironically,  Navy  contracts  are  one  of 
the  bright  spots  of  the  story  now.  You 
would  expect,  as  Lewis  put  it,  that  "any- 
body with  any  brains  should  probably 
never  put  another  penny  into  the  subma- 
rine business."  Yet  since  1975  General 
Dynamics  has  spent  $160  million  build- 
ing facilities  for  the  Navy's  big  Trident 
supersubmarine  program — and  will 
spend  an  additional  $100  million  or  so. 
Eventually  this  expenditure  could  be  well 
worth  it.  Why  so?  Because  General  Dy- 
namics— and  some  other  Navy  ship- 
builders (see  box,  p.  30) — finally  made 
their  point:  They  have  no  intention  of 
going  broke  just  to  serve  the  Navy.  The 


\ral  Dynamics'  F-16 fighter  being  flight-tested  by  the  U.S.  Air  Force 

I  a  potential  $10  billion  market,  what's  good  far  the  Free  World  is  good  for  General  Dynamics. 
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contractor-,  arc  no  longer  going  to  take 
the  entire  rap  from  inflation.  The  com-, 
pany's  revised  agreement  with  the  gov- 
ernment last  year  provides  that  subse- 
quent overruns  or  underruns  on  the  ini- 
tial SSN  688  contracts  be  divided  equally 
between  the  company  and  the  govern- 
ment, to  a  maximum  of  $100  milium. 
Anything  over  $  100  million  will  be  GD's 
responsibility.  The  company  figured  the 
>dds  carefully  before  signing  the  agree- 
ment, and,  says  Lewis:  "Those  estimates 
were  made  in  January  1978,  almost  two 
/ears  ago.  So  far,  we  are  well  ahead  of 
ichedule — we're  meeting  and  beating  ev- 
;ry  cost  we  used  in  that  estimate."  This 
/ear  the  company  contracted  for  two  ad- 
ditional SSN  688  submarines  at  an  80-20, 
oD-Navy  split  on  cost  overruns. 

Lewis,  having  taken  his  writedown, 
low  expects  to  complete  the  SSN  688 
urogram — and  hopefully  book  a  profit. 
Hie  Trident,  for  which  GD  is  the  sole 
:ontractor,  is  18  months  behind  sched- 
lle,  but  it  is  now  profitable.  Seven  Tri- 
lents  are  under  construction  at  GD's 
Proton,  Conn,  yards,  and  the  Navy  plans 
o  order  at  least  six  more  over  the  next 
ive  years  in  this  $2.4  billion  program. 

All  this  means — with  the  bad  news 
)ehind  it — GD's  marine  division  could 
urn  out  to  be  quite  profitable,  says 
Zrowell,  Weedon's  John  N.  Simon.  That 
emoves  a  big  black  cloud  from  the  rest 
)f  the  company's  military  contracts, 
iome  of  which  are  well  through  the  de- 
velopment stage  and  into  the  production 
itage,  where  the  big  profits  come. 


Take  GD's  key  military  project,  the 
F-16  Air  Force  fighter.  The  F-16  could 
ultimately  lead  to  a  1,388-plane  contract 
in  1986-87 — worth  in  excess  of  $10  bil- 
lion at  today's  prices — if  the  Air  Force 
fully  funds  it  or  no  new  plane  comes  along 
to  displace  it.  Already,  the  Air  Force  has 
negotiated  orders  for  at  least  250  planes, 
with  the  rest  to  be  ordered  according  to 
annual  budget  requirements. 

Until  J  978  General  Dynamics  had 
built  fewer  than  ten  F-16s.  It  was  only 
last  year  that  the  company  moved  into 
full  production.  In  1980  it  plans  to  deliver 
220  F-16s,  130  to  the  Air  Force)  30  to 
Israel  and  60  to  NATO  forces  in  Europe. 
(NATO  has  a  contract  for  348  and  could 
order  more.)  Analyst  Simon  estimates 
pretax  F-16  profits  will  be  at  least  $70 
million  this  year,  and  well  over  $100 
million  annually  in  the  early  1980s — or 
nearly  as  much  as  the  company's  entire 
1975  pretax  earnings  of  $130  million. 

For  now,  and  in  the  future,  GD's  aero- 
space group  also  has  the  Sparrow  missile, 
four  cruise  missiles,  the  Stinger  man- 
portable  air  defense  system,  the  Phalanx 
gun  defense  system,  and — perhaps  the 
biggest  of  all — the  Air  Force's  strategic 
air-launched  cruise  missile  (ALCM),  a 
potential  multibillion-dollar  project.  The 
final  ALCM  contract  award  is  down  to 
the  wire:  a  "fly-off"  between  General 
Dynamics  and  Boeing.  The  winner  is  to 
be  selected  early  next  year.  As  of  now, 
Boeing  is  given  a  slight  edge,  but  even 
the  loser  could  get  one-third  of  the  busi- 
ness— and  a  lesser  portion  of  the  profits. 


Overall,  about  60%  of  GD's  bacH 
military.  How  about  the  other  40%\ 
spite  the  well-publicized  problems 
Quincy  shipyard  and  its  possible  ql 
GD  if  Lewis  has  to  lay  off  5,000  enjl 
ees  and  shut  it  down,  the  compar 
some  profitable  nonmilitary  busin 
Its  construction  materials  and  natal 
sources  subsidiaries,  which  produce 
lime  and  asbestos,  for  example,  will 
ably  earn  over  $30  million  afterta:| 
year,  up  sharply  from  1978. 

If  Dave  Lewis  was  happy,  shrewl 
Henry  Crown  must  have  permitted! 
self  at  least  a  quiet  smile  of  satisfa  [ 
The  83-year-old  Chicago  financial 
son  Lester  and  his  crony,  the  83-yejl 
former  chairman  of  Consolidated  ll 
Nathan  Cummings,  own  or  contro 
20%  of  the  company's  27  million  sll 
They  have  made  a  paper  profit  oil 
over  $200  million  and  will  be  g<| 
about  $6.5  million  from  dividends! 
year  in  real  cash — tax  free. 

Crown  first  became  a  General  Dy| 
ics  stockholder  in  1960  when  the 
pany  bought  his  Material  Service 
for  a  block  of  preferred  stock.  ! 
years  later  he  was  out  when  fd| 
chairman  Roger  Lewis  called  in  thi 
ferred  and  retired  it.  But  Henry  Cro| 
tenacious.   He  and   Cummings  \i 
buying  GD  common.  All  througlj 
company's  recurring  profit  swoons,! 
bought.  By  the  Seventies,  Crown! 
back  in  control.  He  ousted  Roger  l| 
and  brought  in  Dave  Lewis  (no  reh 
from  McDonnell  Douglas. 


: 


Damn  the  torpedoes 


Not  long  ago  (Forbes,  Oct.  15,  1976),  U.S.  Navy  contractors 
were  accusing  the  admirals  of  bankrupting  them  with  in- 
flexible, fixed-price  contracts  that  led  to  billion-dollar  over- 
runs. Shipbuilders  threatened  to  boycott  Navy  contracts. 

Now,  General  Dynamics  isn't  the  only  Navy  shipbuilder 
to  turn  around.  Todd  Shipyards,  the  biggest  independent 
shipyard  left  in  the  country,  earned  $11.7  million  last  year 
on  $390  million  in  sales,  nearly  five  times  its  best  previous 
profit  in  this  decade.  Operating  income  at  Congoleum 
Corp.'s  Bath  Iron  Works  shipyard  nearly  doubled  last  year  to 
a  record  $19.4  million.  1979's  first  nine  months  is  running 
45%  ahead  of  that  figure,  with  Bath 
ahead  of  schedule  on  14  new  Navy  frig- 
ates. Tenneco's  Newport  News  is  build- 
ing eight  submarines,  a  cruiser  and  a 
carrier.  Litton  Industries  (at  one  time 
refusing  to  do  any  more  Navy  work)  is 
outfitting  seven  destroyers.  All  were 
begun  under  old  contracts,  renegotiated 
in  settlements  with  the  Navy  last  year. 

Those  settlements  were  costly.  Alto- 
gether, the  shipbuilding  industry  has 
probably  swallowed  close  to  $1  billion 
of  the  $3.2  billion  in  disputed  claims 
against  the  Navy  filed  since  1969. 

But  along  with  the  writeoffs  came 
new  contracts  with  100%  escalation 
clauses  for  inflation  (compared  with 
85% — sometimes  nothing  it  the  ships 


were  behind  schedule).  Some  have  separate  escalation  il 
energy  costs.  Overruns  above  that  are  split  now  80-20,  wil 
the  shipbuilders  bearing  80%.  Delivery  dates  can  be  adju:l 
ed  for  delays  beyond  the  Navy's  or  the  contractor's  contrcl 

Litton  President  Fred  O'Green  says  he  is  now  "looki  | 
forward"  to  doing  more  business  with  the  Navy.  The  fact 
both  sides  need  each  other.  The  Navy  has  to  get  its  shil 
built  somewhere,  and  Navy  business  is  about  the  on| 
business  around  these  days  for  shipyards. 

How  long  will  the  honeymoon  last?  Politics  being  po| 
tics,  no  man  can  say.— Brtati  McGlynn 


U.S.  Naiy  guided  mi, 
.  •     -»  u(J  in  the 


ssile  frigate  at  sea 
water  to  full  speed,  ahead. 
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The  Crown/Cummings  interest  was 
.juired  at  an  average  price  of  around 
10  a  share  (adjusted  for  a  21/2-to-l  split 
i  early  1979).  At  today's  price  of  56,  it  is 
nth  close  to  $300  million — more  than 
je  times  cost. 

About  that  tax-free  dividend.  For  ac- 
unting  purposes,  GD  reports  defense - 
iject  earnings  on  the  percentage-com- 
rtion  method,  but  for  tax  purposes  it 
>ws  a  loss  until  the  contract  is  com- 

I  rted.  GD  asked — and  got — a  ruling 


from  the  IRS  that  this  year's  $1.20-a- 
share  dividend  would  be  a  tax-free  return 
of  capital  rather  than  a  taxable  dividend. 
Next  year's  probably  will  be,  too. 

Dave  Lewis  is  doing  alright  too.  His 
own  stock  options  are  flourishing,  and,  at 
62,  he  can  look  forward  to  enjoying  corpo- 
rate success  after  a  grueling  decade  of 
straightening  the  company  out.  Says  ana- 
lyst Simon:  "GD  could  earn  $11  to  $12  a 
share  by  1983-84.  The  stock  is  certainly 
attractive."  Analysts  like  Drexel  Burn- 


ham's  Alan  Bcnasuli  basically  agree, 
though  Benasuli's  numbers  may  vary. 
Says  he:  "This  is  a  major  military  pro- 
curement cycle  we  are  entering,  and 
there's  perhaps  another  five  years  to  go. 
GD  is  being  very  conservative  about  how 
they  include  profits  in  their  programs,  so  I 
think  we  have  a  very  different  situation 
than  we  had  five  or  ten  years  ago."  Out  of 
the  limelight,  the  fellows  that  really  are 
smiling  are  that  pair  of  octogenarians, 
Henry  Crown  and  Nate  Cummings.  ■ 


International  Chairman  John  Seabrook 
plains  why  two  pieces  of  paper  can  be  worth 
uch  more  to  the  stockholder  than  one. 


Starting  over 


ohn  M.  Seabrook,  the  tall,  brisk, 
snowily  handsome  chairman  and 
chief  executive  of  Philadelphia's 
;t   IU   International  conglomerate, 
ties.  A  reporter  has  asked  a  question 
oesn't  much  like.  In  spinning  off  IU's 
;aas-Larsen  shipping  subsidiary  last 
th,  were  he  and  some  of  IU's  other 


officers  and  directors  serving  their  own 
private  interests?  For  one  thing,  Sea- 
brook will  now  be  drawing  two  salaries 
instead  of  one;  and  his  compensation  is 
already  generous:  $578,000  last  year. 
Moreover,  the  new  Gotaas-Larscn  will 
be  an  offshore  company  and,  presum- 
ably, only  loosely  surveyed  by  the  Sccuri- 


igpi 


r 


nfernational  Chairman  John  Seabrook 

oorried  about  the  best  interests  of  the  shareholders,  himself  included. 
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ties  &  Exchange  Commission. 

Seabrook  is  emphatic:  The  charge  of 
self-dealing  is  preposterous.  The  only 
reason  anyone  raises  it,  he  says,  is  that 
people  aren't  used  to  managements' 
properly  superintending  their  stock- 
holders' best  interests — not  when  some 
$800  million  in  assets  and  the  power  that 
goes  with  them  are  at  stake. 

"You  ask  why  not  sell  out  for  cash 
instead  of  spinning  it  off?"  Seabrook  is 
angry.  "Gotaas-Larsen  was  an  offshore 
business,  and  if  we'd  sold  it  and  kept  the 
money,  it  would  have  been  taxable.  But 
that's  what  most  other  managements 
would  have  done — sold  it.  Because  few 
managements  are  willing  to  reduce  the 
assets  under  their  control.  People  don't 
believe  you  could  have  done  something 
simply  for  your  shareholders'  benefit." 
Seabrook  says  later,  "Even  Howard 
[Howard  Butcher  HI,  the  Philadelphia 
stockbroker  who  ran  IU  for  19  years] 
called  me  up  and  said,  'Jack,  Jack,  have 
you  lost  your  mind?  You  could  get  a  lot  of 
money  for  that,  you  could  buy.  .  .  '  He 
had  several  suggestions  for  what  we 
could  buy  for  that,  as  you  can  imagine." 

In  the  20  years  Seabrook  has  been  run- 
ning it,  IU  has  pursued  a  somewhat  errat- 
ic course.  When  he  came  to  the  company 
in  1959,  IU  was  simply  a  holding  com- 
pany for  four  Canadian  gas  and  electric 
utilities,  and  its  directors  wanted  to  di- 
versify against  the  possibility  of  a  gov- 
ernment takeover.  And  diversify  IU 
did — into  six  different  businesses  that 
altogether  generated  close  to  $2.6  billion 
in  revenues  last  year. 

"The  theory  was  to  diversify  into 
some  labor-intensive  businesses,  such  as 
trucking  [Ryder  Truck  Lines,  Pacific  In- 
termountain  Express),  and  into  some 
capital-intensive  businesses,  such  as 
shipping.  We  wanted  to  have  a  foot  in 
the  oil-based  economy  of  western  Alber- 
ta [Canadian  Utilities],  and  a  foot  in  the 
manufacturing  economy  of  the  U.S.,  the 
whole  economy  [Southwest  Fabricating 
&  Welding,  C.  Brewer).  Gotaas-Larsen 
gave  us  a  foot  in  the  economies  of  West- 
ern Europe  and  Japan  as  well." 

In  the  late  Sixties  and  early  Seventies, 
Gotaas-Larsen  became  a  major  force  in 
lofting  IU's  earnings  from  88  cents  a 
share  in  1969  to  $2.31  a  share  in  1973.  By 
1973,  in  fact,  Gotaas-Larsen  had  virtual- 
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t  taken  over  the  company,  generating 
nly  12%  of  its  revenues,  but  75%  of  its 
74  million  net. 

However,  shipping  is  a  volatile,  cycli- 
il  and  speculative  business — not  the 
)rt  of  thing  you  can  build  a  steady  divi- 
cnd  policy  upon.  "Most  people  who  buy 
J,"  Seabrook  says,  "have  been  oriented 
)  that  utility  kind  of  dividend  that  we 
ay  with  the  prospect  of  a  good  growth 
i  earnings — which  they've  had  as  well. 
otaas-Larsen  required  vast  amounts  of 
ipital,  and  many  people  were  afraid  that 
le  cash  demands  of  Gotaas-Larsen 
ould  threaten  the  dividends." 

The  trouble  is,  Gotaas-Larsen's  pros- 
irity  didn't  last.  In  the  aftermath  of  the 
ctober  War  and  the  oil  embargo,  the 
tternational  oil  tanker  market  col- 
psed,  and  Gotaas-Larsen's  fortunes 
lifted  from  feast  to  famine.  Its  ships 
ere  laid  up  for  lack  of  business,  the 
oating  interest  charges  on  its  debt  be- 
in  soaring  through  the  roof,  and,  with 
le  market  in  disarray,  Gotaas-Larsen 
as  committed  to  buying  hundreds  of 
lillions  of  dollars'  worth  of  ships  for 
hich  neither  IU  nor  anyone  else  could 
e  any  earthly  use. 

Though  Gotaas-Larsen  cost  only  $12 
lillion  when  IU  acquired  it  in  1963,  it 
lid  dividends  only  in  five  years — $33 
llhon  altogether — and  along  the  way 
)sorbed  a  good  $140  million  in  IU  cap- 
al.  The  pressure  might  not  have  been  so 
ctreme  but  for  the  fact  that  just  about 
le  time  Gotaas-Larsen's  fortunes  began 
i  decline,  IU  ran  into  problems  in  its 
her  businesses.  IU's  agribusiness  group 
Brewer,  that  is)  was  hard  hit  by  rising 
irpluses  and  falling  prices  in  both  sugar 
id  potatoes,  and  operating  income  slid 


"You  ask  why  not  sell  out  for 
cash?  Gotaas-Larsen  was  an 
offshore  business,  and  if  we'd 
sold  it  and  kept  the  money,  it 
would  have  been  taxable." 


from  $64  million  in  1974  to  $1.6  million 
last  year.  At  the  same  time,  IU's  distribu- 
tion services  group  slid  from  $22  million 
to  $9.6  million,  the  result,  Seabrook  con- 
cedes, of  a  misdirected  effort  to  build  an 
industrial  distribution  group  without  any 
marketing  expertise.  IU's  utility,  truck- 
ing and  industrial  services  groups 
boomed,  doubling  their  operating  earn- 
ings in  four  years  to  $184  million,  but  it 
wasn't  enough  to  offset  the  difficulties 
elsewhere. 

By  1978  Seabrook  was  preparing  the 
Gotaas-Larsen  spinoff,  canceling  one  liq- 
uified natural  gas  tanker,  deferring  deliv- 
ery on  another  until  1982  and  selling  off 
an  ultralarge  crude  carrier — at  the  cost  of 
$55.6  million  in  penalties,  losses  and 
other  charges.  IU  wound  up  with  a  mere 
$12.1  million  profit  last  year,  or  30  cents 
a  share. 

What  of  the  IU  that  remains?  What 
remains  is  an  enormous  $2.4  billion  busi- 
ness that  last  year  would  have  earned  a 
rather  thin  $67.7  million,  or  $1.97  a 
share,  without  the  Gotaas-Larsen  losses. 

The  largest  of  what  is  left  is  IU's  $1 
billion  trucking  business,  second  largest 
in  the  U.S.  (after  Roadway  Express)  and 
one  of  its  fastest  growing.  Trucking  may 
not  be  a  dynamic  business,  but  IU  has 
made  it  so  by  progressively  enlarging  its 
market  share.  And  the  utility  business  is 


""  operating  head,  President  John  Christy 
?  ^f.  'Vs  troubled  distn  n  z;  Um  an&  agribusiness  groups  under  control. 


not  especially  dynamic  either,  not 
more,  except  that  the  bulk  of  IU's  5 
million  utility  business  is  in  Alb 
which  is  booming  the  way  Texas 
maybe  30  years  ago.  Then  there's 
$300  million  industrial  services  gr 
waste  management  mainly — recove 
metals  from  steel  mill  slag,  convei 
utility  stack  scrubber  sludge  into  pal 
material — which  is  growing  faster  i 
IU  can  keep  up  with  it.  There's  an 
creasingly  profitable  silver  mine  onj 
Arctic  Circle,  and  a  promising  gold  p 
pect  nearby  that  could  go  into  deve^ 
ment  next  year.  So  there's  plentj 
growth  around. 

At  the  same  time,  Seabrook  an<j 
President  John  Christy  have  gotten 
der  control  IU's  two  trouble  spots 
agribusiness   and  distribution  groj 
partly  by  dumping  the  dozen  or  so  ou 
that  weren't  yielding  a  decent  red 
Christy,  an  ITT  alumnus,  has  trim; 
down  the  sprawling  distribution  q 
ness   to  two  main  areas — paper 
food — and  the  agribusiness  to  sugar, 
lasses,  fertilizers,  nuts,  spices  and 
estate.  Though  IU  has  succeeded 
liantly  in  moving  Brewer  into  high-j 
it,  fast-growth  items  like  macada 
nuts  and  cardamom  spice,  Brewer's  q1 
all  fortunes  hinge  primarily  on  s 
prices,  and  that's  as  much  out  of 
control  as  is  oil. 

And  what  of  Gotaas-Larsen,  wl 
IU's  stockholders  now  own  even  ij 
does  not?  With  $500  million  in 
$165  million  in  contracts  for  ships  y 
be  built,  and  little  more  than  breakfl 
in  prospect  for  this  year,  the  prosp; 
are  nonetheless  bright  enough  so 
Gotaas-Larsen's  creditors  were  prep) 
to  approve  the  spinoff.  Gotaas-La 
has  a  profitable  cruise  ship,  cherrj 
tanker  and  semi-submersible  drillinj 
business,  and  three  LNG  ships  uj 
long-term  charter  between  Abu  D] 
and  Tokyo.  One  more  LNG  carrie] 
under  a  short-term  and  unprofitable  t 
tract,  and  another,  to  be  delivereij 
1982,  is  not  yet  under  contract.  Got! 
Larsen's  five-unit  oil  tanker  fleet  con 
ues  to  lose  money,  but  demand  is  aire 
beginning  to  pick  up.  "The  turnaro 
has  to  come,"  Seabrook  says,  "bed 
nobody  is  ordering  new  ships — evei 
the  oil  trade  remains  static,  ships 
bound  to  get  older  and  the  scrappage 
has  exceeded  new  building." 

This  leaves  IU's  stockholders  with 
pieces  of  paper.  One  is  a  speculative  1« 
shot,  the  other  a  fairly  sound  conglop 
ate.  Whether  the  new  setup  will  pi 
more  consistently  profitable  than  the 
one  remains  to  be  seen,  but  at  1 
stockholders  can  now  hope  the  come 
will  settle  down.  Seabrook  seems 
think  it  will.  "We've  divested,"  he  sj 
"$600  million  to  $700  million  in  sj 
and  put  the  money  instead  into 
things  we're  in  for  the  long  term." 
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astle  &  Cooke  has  plenty  of  excuses  for  this 
>ar's  dismal  showing:  high  interest  rates,  bad 
eather,  ornery  competitors  and  depressed 
•abmeat prices.  But  are  excuses  enough? 
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Bad  luck?  Or 


bad  management? 


— 


By  Michael  Kolbenschlag 


ONALD  J.  KlRCHHOFF  WORRIED  that 

Castle  &  Cooke,  Inc.'s  food  busi- 
ness was  misunderstood  by  the 
incial  analysts  that  cover  the  big 
78  revenues:  $1.3  billion)  diversified 
etable,  fruit  and  seafoods  company, 
last  month  he  rounded  up  nine  ana- 
s  who  regularly  follow  the  firm  and 
I  them  to  Honduras  for  a  quick  look 
:s  pineapple  and  banana  plantations. 
Jo  sooner  had  the  analysts  arrived 
1  the  plantations  were  hit  with  the 
st  torrential  rains  and  mud  slides  in 
years.  The  analysts  never  got  to  see 
pineapples,  and  the  banana  trees  that 
e  visible  stood  in  10  feet  of  water, 
ile  the  plants  themselves  suffered  no 
t  damage,  bridges  and  roads  were 
hed  out,  causing  Castle  &  Cooke  to 
two  weeks  of  production, 
he  Honduran  trip  seems  an  apt  meta- 
for  the  troubles  Honolulu-based 
tie  &  Cooke  has  been  having  of  late, 
d-quarter  net  fell  47.5%  compared 
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as-L 
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with  1978,  to  21  cents  a  share.  Kirchhoff 
now  says  full  1979  net  could  fall  as  much 
as  one-third  below  1978  net  of  $47.6 
million,  or  $2  a  share,  despite  an  antici- 
pated 20%  increase  in  revenues  to  $1.6 
billion.  That  will  leave  the  company 
with  a  return  on  stockholders'  equity  of 
about  8% — they  could  do  better  in  Trea- 
sury notes.  "I  agree,"  Kirchhoff  says 
lamely.  "Our  profits  have  been  reason- 
able for  the  last  few  years,  but  we're  not 
anywhere  near  the  level  we  should  be." 
Castle  &  Cooke  stock  recently  traded  at 
$13.50  a  share,  well  below  its  $18.50 
book  value,  and  at  a  tiny  fraction  of  what 
the  company's  vast  real  estate  holdings 
are  worth.  Net  income  as  a  percentage  of 
revenues  has  fallen  steadily  from  a  high 
of  5.7%  in  1974  to  about  3.3%  for  the 
first  36  weeks  of  this  year. 

Although  some  of  Castle  &.  Cooke's 
problems  can  be  traced  to  factors  outside 
Kirchhoff 's  control,  such  as  the  Hon- 
duran storm  or  escalating  fuel  costs, 
much  of  the  company's  poor  perfor- 
mance is  a  direct  result  of  the  ambitious 


expansion  and  diversification  programs 
that  he  has  been  pursuing  in  the  past  few 
years.  His  hope  was  that  broadening  Cas- 
tle &  Cooke's  base  would  help  it  avoid 
the  quarterly  lurches  in  earnings  that 
give  food  industry  managers  nightmares. 
So  far,  the  opposite  has  been  the  result. 

Kirchhoff  joined  Castle  &  Cooke  when 
it  acquired  banana-producer  Standard 
Fruit  a  Steamship  in  1 964.  By  1 973  he  had 
moved  from  the  SF&S  offices  in  Honduras 
into  the  presidency  of  Castle  &  Cooke. 
With  that  background  it  was  no  surprise 
that  his  first  task  was  to  wage  a  banana  war 
with  United  Brands  for  the  U.S.  market, 
which  he  won.  His  Dole  brand  bananas 
became  the  number  one  name  in  the  U.S., 
alternating  with  pineapples  as  the  com- 
pany's top  profit  center.  The  strategy  of 
being  bold  in  both  bananas  and  pineapples 
paid  off  handsomely,  and  in  1 977  sales  and 
profits  rose  by  19%  and  14% — about  three 
times  the  industry  average. 

What  worked  once  should  work  twice 
or  even  three  times,  Kirchhoff  reasoned. 
So  he  then  launched  a  major  expansion 
program.  It  not  only  staked  out  new  mar- 
keting goals  for  bananas  and  pineapples 
but  included  the  purchase  of  a  $100  mil- 
lion fleet  of  refrigerated  vessels  to  get  his 
fruit  to  market.  On  top  of  this  he  added 
the  $16.6  million  acquisition  of  the  na- 
tion's largest  lettuce  grower  and  shipper, 
California's  Bud  Antle  Inc.,  and  the  in- 
vestment of  over  $20  million  to  boost 
mushroom  production  67%  to  50  million 
pounds  per  year  (making  Castle  &  Cooke 
America's  second-largest  mushroom 
grower  after  Ralston  Purina).  Rounding 
out  the  food  operation,  Kirchhoff  poured 
money  into  his  growing  seafoods  busi- 
ness, which  since  1975  had  included  not 
only  Bumble  Bee  brand  salmon  and  tuna 
but  also  crab,  shrimp  and  bottom  fish. 
All  this  hectic  expansion  has  done  little 
so  far  for  Castle  &  Cooke's  bottom  line. 
In  fact,  it  is  largely  responsible  for  this 
year's  earnings  drop. 

Kirchhoff  decided  to  attack  the  Euro- 
pean banana  market  in  1978  and  1979 
and  ended  up  causing  a  dramatic  over- 
supply.  Dole  bananas  increased  their 
market  share  in  Europe  from  10%  to 
20%-to-25%,  but  the  cost  has  been  high 
and  the  company  still  lags  behind  United 
Brands'  40%-to-50%  share.  Says  a  chas- 
tened Leonard  Marks  Jr.,  Castle  &  Cooke 
executive  vice  president,  "To  increase 
penetration  in  Europe  you  would  have  to 
bring  in  an  additional  boatload  of 
100,000  to  150,000  boxes  of  bananas  ev- 
ery week,  and  that's  a  lot  of  product." 

Although  Dole  pineapple  is  still  num- 
ber one  in  the  U.S.  market  with  about  a 
50%  share,  competition  from  Thailand 
and  Mexico  has  left  Castle  &  Cooke  with 
flat  canned  pineapple  sales  and  a  fresh 
pineapple  market  where  growth  has  been 
reduced  from  a  heady  20%  per  vear  to  a 
more  modest  10%. 

Oversupply  of  lettuce  in  1979  will  hurt 
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ud  Antle  profits,  and  seafoods  earnings 
ave  failed  to  reach  expected  levels  due  to 
^pressed  prices  for  the  company's  crab 
roducts  and  near-record  salmon  catches 
i  Alaska.  Mushrooms  lost  money  in 
)78  and  aren't  doing  much  better  this 
;ar,  as  the  company  in  its  new  plants 
ill  hasn't  solved  the  problems  of  grow- 
ig  and  picking  the  sensitive  little  fungi. 
Castle  &  Cooke's  ace  in  the  hole  has 
ways  been  real  estate,  yet  this  has  been 
le  company's  biggest  disappointment. 


rC  Executive  Vice  President  Marks 
Uing  Europe  bananas  is  no  picnic. 

ie  company  is  the  fourth-largest  real 
tate  owner  in  Hawaii.  Its  149,000  acres 
ere  include  most  of  an  entire  island — 
mai — and  a  substantial  tract  in  Oahu, 
3se  by  Honolulu,  as  well  as  a  large  tract 
i  the  island  of  Hawaii.  Even  as  raw  land 
is  could  be  worth  well  over  $1  billion, 
ie  company  also  has  several  major  resi- 
ntial  developments  on  the  U.S.  main- 
tid.  Those  U.S.  mainland  projects,  how- 
er,  have  lost  money  for  the  past  four 
ars.  Says  Marks,  "The  mainland  ac- 
/ities  will  be  profitable  in  1979,  but  we 
e  winding  them  down,  and  our  future  is 
Hawaii." 

Although  overall  real  estate  earnings 
r  the  fourth  quarter  and  for  1979  will 
ach  record  levels^  the  company  v/ill 
alize  $2  million  less  than  originally  an- 
:ipated  because  of  high  interest  rates 
at  have  helped  keep  bulk  land  sales 
Dm  getting  off  the  ground.  Tight  money 
also  likely  to  slow  home  building  sales 
Hawaii  in  1980. 

William  Knobici.  a  ds  analyst  for 
nford  C.  Bernstein  S  x  in  New  York, 
dn't  go  to -Honduras  but  he  did  visir 
istle  &  Cooke  in  San  Francisco  where 
rchhoff  has  his  office  Kncbie;  is  tough 
appraisal  of  Kirchboff;  "They've 


invested  a  lot  of  money  that  just  isn't 
paying  off.  My  guess  is  that  things  will 
get  better — they  usually  do  in  cases  like 
this — but  they've  certainly  found  ways 
to  foul  things  up!" 

Knobler  and  others  are  bothered  not 
only  by  Kirchhoff's  expansion  decisions 
but  also  by  the  way  he  has  chosen  to 
finance  them.  Current  liabilities  for  Cas- 
tle &  Cooke  were  $224  million  at  the  end 
of  1978,  of  which  $66  million  was  in 
notes  payable,  a  70%  increase  over  1977. 
Those  figures  will  be  far  higher  for  1979, 
due  to  the  company  strategy  of  borrow- 
ing short  term  and  waiting  for  a  promis- 
ing "interest  window"  to  present  itself 
before  rolling  the  debt  over  into  long 
term.  Given  a  15%-plus  prime  rate,  the 
wait  is  likely  to  be  a  long  one,  and  mean- 
while the  company  is  left  with  short- 
term  interest  charges,  tied  to  prime,  that 
have  increased  40%  over  1978. 

Kirchhoff  insists  he  isn't  worried.  "We 


will  do  better  in  1980,"  he  says. 
Thais  had  a  drought  and  are  shif 
away  from  pineapple  production,  ai 
hurricane  in  Panama  and  the  flood 
Honduras  bode  for  better  banana  su] 
and  demand  for  next  year."  Backing 
his  words  with  his  dollars,  he  has 
concluded  the  acquisition  of  the 
Harbor  Industries  tuna  cannery  in 
Diego  for  $9.6  million.  Some  80°/, 
tuna  sales  are  tropical  light  meat  ti 
and  Castle  &  Cooke's  only  West  C 
cannery  is  in  Astoria,  Ore. — sadly  oi 
place  to  tap  this  market  now  domin; 
by  Star-Kist  and  Chicken-of-the-Sea. 

Tuna  could  make  up  for  the  deprel 
prices  in  crab,  but  it  alone  won't  a 
the  cyclical  earnings  problems  that  d 
tinue  to  plague  Castle  &.  Cooke.  " 
widgetmaker  has  an  advantage  ove 
since  he  can  project  his  quarter-to-q 
ter  earnings,"  says  Kirchhoff.  "We  d| 
have  that  ability."  How  sad.  How  true 


If  coal  is  to  play  a  bigger  part  on  the  U.S.  ene 
gy  scene,  there  must  be  peace  and productive 
in  the  mines.  Big  hopes  rest  on  Sam  Churc 
the  new  boss  of  the  mine  workers'  union. 

Renaissance 
for  the  UMW? 


By  Ann  Hughey 


It  was  a  sweltering  Washington 
August  afternoon  in  1977  and  the 
miners  in  front  of  the  United  Mine 
Workers'  elegant  old  headquarters  on 
McPherson  Square  were  in  an  ugly  mood. 
They  had  ridden  all  night  in  buses  from 
the  Appalachian  coalfields  to  protest  cut- 
backs in  their  medical  benefits. 

Many  believed  UMW  President  Arnold 
Miller  had  betrayed  them,  holding  back 
news  of  the  cutbacks  to  ensure  his  re- 
election earlier  that  summer.  The  cut- 
backs, announced  a  week  after  the  elec- 
tion, sparked  a  massive  wildcat  strike 
aimed  as  much  against  Miller  as  against 
mine  owners.  It  was  the  last  in  an  unpre- 
cedented spate  of  wildcats  that  racked 
the  coalfields  under  Miller  and  brought 
the  300,000-member  union  to  the  brink 
of  chaos. 

It  was  not  Miller,  however,  who  waded 
into  the  surly  mob  that  August  day,  but 
his  newly  elected  vice  president,  Sam 


Church,  a  burly  coal  miner  from  sou 
western  Virginia.  It  was  Church,  v| 
his  straightforward  answers  to  hosj 
questions,  who  took  the  edge  off 
miners'  smoldering  anger. 

Today  Church,  43,  is  the  union's  pri 
dent.  His  elevation  gives  the  UMV 
chance  to  reverse  the  precipitous  decj 
in  influence  that  it  suffered  during  V. 
ler's  seven  years.  Church  will  have  tq 
more  than  keep  his  members  happy, 
will  also  have  to  produce  labor  peace 
help  to  improve  productivity  if  coal  ii 
play  a  larger  part  in  the  nation's  eno 
future. 

Church's  first  test  as  president  is 
the  union's  December  convention 
Denver.  His  emerging  strategy: 

•  Approval  of  a  strike  fund,  which 
UMW  has  never  had,  that  would  ena 
him  to  strike  selectively  against  coal] 
erators  who  want  to  negotiate  sepal 
contracts  instead  of  one  national  agH 
ment.  The  fund  could  come  from  due? 
from  a  separate  assessment  of  memos 
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It's  going  to  take 
a  mutual  effort  to 
save  this  arm. 

A  Liberty  Mutual 
effort. 

This  man  is  an  accident  victim. 

The  struggle  to  regain  full  use  of  his 
damaged  arm  involves  countless  hours  of 
hard  work  and  intensive  therapy.  But  he 
won't  have  to  go  through  it  alone. 

His  efforts  will  be  supported  by  the 
Liberty  Mutual  Rehabilitation  Center. 
Established  36yearsago,  the  Center  has 
helped  thousands  of  people  recover  to  lead 
productive  lives. 

We  put  a  lot  of  effort  into  rehabilitation 
Mutual  effort  made  possible  by  the  17,000 
employeesand  more  than  one  million  policy 
holders  who  together  make  up  Liberty  Mutu 

Feeling  safe. 

Feeling  secure. 

It's  a  mutual  feeling. 

LIBERTY 
MUTUAL 

Liberty  Mutual  Insurance  Company,  Liberty  Mutual  Fire  Insurance  Company, 
Liberty  Life  Assurance  Company  of  Boston.  Home  Office:  Boston.  ©  1979. 


•  An  early  surt  to  bargaining  on  the 
pg]  contract  (current  contract  expira- 
ion  date:  Mar.  27,  1981)  to  avert  another 
atastrophic  strike  like  last  year's  Ill- 
ay  walkout. 

•  More  effective  lobbying  for  coal  in 
Washington  to  create  more  miners'  jobs. 

•  A  pulling-together  of  the  fractious 
IMW  leadership,  made  up  of  ambitious 
nd  powerful  district  and  local  leaders. 

A  strike  benefit  fund  is  key  to 
lurch's  strategy,  for  this  reason:  Coal 
argaining  has  been  industrywide,  with 
ie  coal  operators  represented  by  the  Bi- 
jminous  Coal  Operators  Association, 
'Inch  negotiates  a  single  contract  with 
ie  union  But  a  split  among  the  opera- 
>rs  has  appeared.  Big  Consolidation 
!oal  Co.,  owned  by  Continental  Oil  Co., 
as  quit  the  BCOA  in  hopes  of  cutting  a 


strike,  despite  the  Carter  Administra- 
tion's  panicky  declaration  of  a  national 
emergency,  and  the  widespread  miner 
layoffs  that  followed  the  strike  have 
demonstrated  to  the  miners  just  how 
deeply  they  are  in  trouble.  This  increases 
chances  for  approval  of  the  fund. 

The  union  is  also  in  severe- financial 
difficulties.  Its  assets,  mostly  tied  up  in 
shares  in  the  National  Bank  of  Washing- 
ton, are  down  to  about  $40  million,  about 
half  what  the  union  held  when  Miller 
took  over  in  1973,  and  the  convention 
delegates  will  be  asked  to  approve  a  dues 
increase  to  pay  for  organizing  and  other 
activities. 

The  ailing  and  ineffectual  Miller  acted 
as  a  lightning  rod  for  trouble,  and  his 
resignation  was  cause  for  celebration 
among    miners    and    operators  alike. 


nited  Mine  Workers  President  Sam  Church 

tough,  new  leader  trying  to  pull  together  a  sorely  troubled  union. 


.■tter  deal  with  the  union  on  its  own. 
he  steel  companies  that  own  coal 
lines  have  threatened  to  do  the  same 
ling  unless  they  are  given  more  clout  in 
ie  bargaining  unit. 

With  a  strike  fund,  Church  figures  he 
mid  strike  Consol — or  any  deserter 
om  mass  bargaining — without  having 
)  strike  the  whole  industry.  Now,  if  he 
led  that  the  striking  miners  would 
robably  send  out  pickets  to  shut  down 
/ery  mine  in  sight:  That's  the  union's 
adition.  With  a  strike  fund,  they  might 
Jt.  Separate  contracts  could  weaken  the 
nion,  hut  if  Church  has  to  run  several 
:ts  of  negotiations,  the  fund  would  give 
im  added  flexibility  .  lould  he  decide  to 
lay  off  company  against  company  in  the 
me-honored  John  L.  Lewis  fashion. 

The  decline  of  UMW-mincd  coal  to 
:ss  than  50%  of  the  nation;.!  total,  the 
itiyely insignificant ini]  a  last 


Church  is  a  far  more  experienced  union- 
ist than  Miller,  who  had  no  aptitude  for 
administration  and  had  held  only  local 
union  office  before  rising  to  the  presiden- 
cy. Church's  background  includes  local 
union  and  district  office  plus  four  years 
working  his  way  up  through  the  UMW 
bureaucracy,  from  its  contract  depart- 
ment to  a  position  as  Miller's  executive 
assistant  and  then  the  vice  presidency. 

Church  won  the  operators'  respect  at 
the  bargaining  table,  and  after  the  1978 
strike  they  increasingly  sought  him  out 
when  joint  action  with  the  union  was 
needed.  Inside  the  union  as  well,  UMW 
officials  and  miners  began  to  look  to 
Church  for  action.  "Sam  will  make  a 
decision.  He'll  admit  it  when  he  makes  a 
mistake.  Arnold  couldn't  say  he'd  made  a 
mistake  if  you  put  a  gun  to  his  head," 
one  UMW  official  who  knows  both 
men  well. 


Under  Miller,  notoriously  hard  to 
with  and  suspicious,  Church  wall 
tightrope,  trying  to  keep  the  union 
tioning  while  convincing  Miller  c 
loyalty.  Even  when  Miller  recentb 
publicly  accused  Church  of  pic 
against  him,  Church  kept  his  rr 
shut,  refusing  to  contribute  to  the  p 
bickering  that  characterized  muc 
Miller's  administration. 

"We  have  a  chance  to  pull  this 
together,"  says  Church.  One  of  his 
acts  as  president  was  to  bring  the  un 
district  presidents  and  its  exec 
board  to  Washington  to  seek  their  i| 
and  sound  them  out  on  this  mo 
convention. 

"I  believe  in  cooperation,"  Churcl 
the  group.  "I  want  to  wipe  the 
clean.  If  you've  got  any  hatchets 
bury  them  and  get  on  with  the  bus 
of  running  this  union."  He  won  a  u: 
mous  vote  of  confidence.  Church 
rivals  in  the  intensely  political  un 
many  inherited  from  Miller — but 
are  taking  a  wait-and-see  attitude 
one  bitter  foe  says:  "The  goddam  un 
about  gone.  Going  after  Sam  now  is 
shooting  yourself  in  the  foot." 

Ever  on  Church's  mind  is  the  reha 
tation  of  the  union's  image,  importa 
organizing  and  the  country's  accept 
of  coal  as  a  key  and  reliable  sour< 
energy.  Church  promises  to  be  a  s 
and  effective  lobbyist,  not  only  fo 
members  but  also  for  the  industry 
employs  them. 

"We  need  to  be  recognized  in  the  1 
lative  bodies  in  the  states  and  in  W 
ington.  They  have  to  know  who  the 
ers  are,"  says  Church,  who  frequ^ 
wears  a  large  button  saying  "Why 
coal?"  and  with  his  wife,  Patti,  haj 
corded  a  song  they  wrote  together  e 
ling  coal's  virtues. 

The  operators  are  delighted  with 
They  also  see  him  as  a  prime  force  ii 
new  spirit  of  labor-management  coo] 
tion  that  has  been  growing  since  the 
strike  and  is  partially  responsible 
dramatic  decline  in  the  number  of  \ 
cat  strikes.  During  his  first  week  i] 
fice,  Church  single-handedly  put  a  q 
end  to  a  wildcat  strike  at  a  mine  w 
company  officials  thought  it  woul 
days  before  they  could  get  the  men 
to  work. 

Church  is  not  without  his  rough  ec 
When  he  worked  for  Westmoreland 
Co.,  officials  say,  he  was  fired  for 
ging  a  foreman.  Church  filed  a  grieva 
won  it  and  was  rehired,  but  there 
been  other  brawls  since,  giving  Ch 
foes  the  opportunity  to  paint  him 
thug.  However,  one  management  off 
points  out  that  John  L.  Lewis  was 
above  using  his  fists  and  says,  "The  a 
ty  to  physically  intimidate  is  not  a 
qualification  for  office  in  an  indus 
union."  Church  has  vowed  to  water 
temper.  ■ 
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Raymond  Cabrera, 
dea  man.  Inflation  fighter. 
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Raymond's  better  idea- 
one  of  9,000  submitted  in 
Bethlehem's  1978  "Take  It  To 
The  Top"  program—  is  helping 
us  work  smarter  at  our  steel 
plant  in  Los  Angeles,  Calif. 
Understandably,  when  all  of  us 
are  able  to  work  smarter,  using 
methods  and  machinery  that 
work  harder,  we  produce  more 
and  earn  more  real  income. 
And  that's  what  fighting  infla- 
tion is  all  about. 

Better  ideas  save  money 
Over  the  next  three  years, 
we  expect  to  save  more  than 
$15  million  solely  from  sugges- 
tions generated  by  our  1978 
"Take  It  To  The  Top"  campaign. 
'And  we  expect  equally  as  good 
Results  from  our  1980  program. 


People  in  government 
can  work  smarter,  too 

When  you  get  right  down 
to  it,  deficit  spending  by 
government  is  the  chief  cause 
of  inflation.  We  need  to  take 
better  ideas  to  the  top  in 
government,  too.  We  need  to 
keep  government  aware  that 
unfettered  spending  must  be 
brought  under  control  — and 
that  one  way  to  check  inflation 
is  to  make  our  tax  dollars 
more  productive. 

Let's  all  take  our 
better  ideas  to  the  top 
Cutting  inflation  down  to 
size  is  everybody's  business. 
One  way  you  can  help  is  to  take 
your  own  better  idea  for  fight- 
ing inflation  to  someone  who 
can  do  something  about  it. 


Raymond  Cabrera, 

who  works  at 

Bethlehem's 

Los  Angeles  Plant, 

was  awarded 

a  new  car  for 

his  better  idea: 

reorganization  of  a 

product  storage  area 

to  provide  more 

efficient 

customer  service. 


That  someone  may  be 
President  Carter. .  .your  boss. . . 
your  governor. .  .your  represent- 
atives in  Congress...????? 

Your  idea,  like  Raymond 
Cabrera's,  can  make  a  differ- 
ence. But  only  if  you  share  it. 


Bethlehem 

Working  Smaller 
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IVhy  Johnny  cant  read... 

The  failure  of  so  many  of  our  children  to  learn  the  basics  is  so  widespread 
i  America  today  that  there  are  thousands  like  Johnny  who  graduate  frorr 
chool  without  even  being  able  to  read. 

But  Jimmy  and  many  others  like  him  in  the  New  Orleans  Elemental} 
Schools  are  learning  how  to  read  and  a  lot  of  other  skills  with  the  help  o 
/lastery  Learning  Systems  from  Westinghouse. 

Developed  by  educators  and  applied  by  Westinghouse  engineers  anc 
ystems  specialists,  the  Mastery  Learning  System  employs  an  effective  combi 
lation  of  tei  hing  aids,  techniques  and  strategies  -  whatever  is  required  tc 
simulate  interest  and  help  students  learn  the  basics. 

In  addition       tsting  and  measuring  step-by-step  progress,  a  compute 
i  helps  the  nage  the  class  efficiently  and  inform  the  studentt 

uch  they  lea>  day  rather  than  how  much  they  didn rt  learn. 


nd  Jimmy  can 


Most  important,  Mastery  Learning  instills  a  sense  of  pride  when  the 
(o  htudents  realize  they  can  succeed. 

The  system  works.  It  works  so  well  in  their  elementary  schools  that  New 
taprleans  is  adopting  Westinghouse  Mastery  Learning  Centers™  for  use  in  their 
'<  secondary  schools  as  well. 

Mastery  Learning  Centers.™  Just  another  way  Westinghouse  directs  its 
mnergy  into  helping  America. 


estinghouse 


A  powerful  part  of  your  life. 


When  the  Arabs  have  pumped  their  last  barrel  of  oil,  the  U.S.  will .  IBWa  ° 
iave  its  priceless  forests— a  marvelous  asset  that  can  be  used  forevi 


America's  green  gold 


By  Kathleen  K.  Wiegner 

(VV  hen  Captain  John  Smith  and 
m]Lf  his  little  hand  of  colonists  ar- 

W  W  rived  off  the  coast  of  Virginia 
72  years  ago,  they  confronted  a  wilder- 
ess  so  vast  that  it  was  said  a  squirrel 
ould  travel  from  the  Atlantic  to  the  prai- 
le's  edge  without  ever  once  touching 
round.  For  nearly  three  centuries  after 
lat,  the  forests  were  cut  lavishly  and 
tastefully;  yet  Americans  can  thank 
leir  stars  that  a  full  70%  of  that  forest 
ind  still  exists.  Our  oil  is  fast  dwindling, 
ut  our  trees  mostly  remain,  a  natural 
^source  of  incomparable  value. 
From  these  forests  may  come — not  the 
nswer — but  one  major  answer  to  the 
ation's  energy  woes.  And  we're  not  just 
liking  about  woodburning  stoves.  Al- 
;ady  ethanol  made  from  wood  is  being 


mixed  with  gasoline  in  California  to 
power  cars.  Scientists  at  the  University 
of  California's  Lawrence  Berkeley  Labo- 
ratory hope  to  design  a  full-size  demon- 
stration plant  by  1981  that  could  refine 
tons  of  wood  chips  into  fuel  oil.  Wood 
by-products  are  already  being  used  to 
make  many  chemicals,  such  as  plastics 
and  synthetic  fibers,  now  made  from  oil. 
Georgia-Pacific  sells  wood  ash  to  Ver- 
mont farmers  as  a  substitute  for  chemi- 
cal-based fertilizer. 

Alone,  wood  cannot  free  the  U.S.  from 
its  economic  dependency  on  a  handful  of 
shaky  Middle  Eastern  nations.  It  can 
help,  however,  and  help  importantly.  It  is 
estimated  that  before  the  year  2000 
Americans  could  be  getting  10%  of  their 
energy  from  wood.  That's  no  small 
amount.  To  the  extent  that  wood-based 
energy  replaced  oil,  it  could  reduce  the 


U.S.'  energy  import  bill  by  at  leasl 
billion  a  year  at  1979  prices. 

The  abundance  and  availability  ol 
renewable  resource  has  contributec 
portantly  toward  making  the  U.S 
best-housed  nation  in  the  world — b 
Foreigners  visiting  this  country  foi 
first  time  are  amazed  to  see  how  lav 
Americans  use  wood  for  housing 
them  it  is  a  scarce  material.  Anc 
though  some  people  may  deplore 
fact,  wood — provided  at  reasoi 
cost — has  helped  bring  about  today 
formation  explosion. 

U.S.  forests  today  cover  740  mi 
acres — an  area  greater  in  size  thar 
entire  U.S.  east  of  the  Mississippi.  C 
redwood  and  Douglas  fir,  plus  lesse 
ants  like  Sitka  spruce  and  Westen 
cedar,  run  in  a  green  belt  down 
mountainous  slopes  of  the  West  C 


I  Alaska  to  California,  a  display  of 
]|:ers  (cone-bearing  trees  also  known 
i  iftwoods,  though  the  lumber  they 
j.  may  be  very  hard)  unequaled  in  the 
( d.  Another  belt,  800  miles  to  the 
['  covers  the  Rocky  Mountains  from 
i  ida  to  Mexico  with  more  conifers — 
serosa    pine,    Engelmann  spruce, 
He  fir  and  larch.  Hardwoods  (whose 
§;  are  covered  rather  than  bare  like 
floods')  such  as  maple,  elm,  oak  and 
|j  blanket  the  eastern  U.S.  On  the 
(i  sandy  regions  of  the  South  flourish 
L»ht,  fast-growing  pines  such  as  lob- 
|  longleaf  and  slash  pine, 
cue  488  million  acres  of  America's 
Its  are  classified  as  "commercial," 
6  ling  they  grow  enough  trees  per  acre 
I;  usable  for  commercial  purposes. 
1  mgh  the  U.S.  ranks  behind  the  Sovi- 
jiion  and  Canada  in  its  abundance  of 
I'oods,  the  principal  source  of  lumber 
)aper,  the  U.S.  is  well  ahead  of  its 
rivals  in  its  ability  to  utilize  high- 
ly softwoods.  They  grow  faster  in 
J.S.  because  of  the  milder  climate, 
|-  an  be  brought  to  market  faster  over 
ibetter  transportation  network.  Best 
U.S.  forest  technology  leads  the 
ism  I  and  has  enabled  the  American  in- 
fo y  to  get  far  more  out  of  each  forest 
han  any  of  its  rivals, 
a  time  when  the  very  fate  of  the 
World  hangs  on  the  continuing 
ibility  of  energy  and  raw  materials, 
a  dismaying  sight  to  see  self-righ- 
environmentalists  trying  to  pre- 
;the  nation  from  utilizing  this  great 
rce.  They  forget  that  while  we  have 
:Sffl  using  our  forests  more  extensively, 
ave  also  learned  how  to  rebuild 


them  better  and  faster.  Since  1952,  the 
first  year  records  were  kept,  the  annual 
net  growth  of  wood  has  risen  56% .  This 
means  that  while  we  are  using  more  and 
more  forest  products,  wood  growth  has 
exceeded  harvest,  leading  to  an  increase 
in  standing  timber.  This  is  the  precise 


Tissue  culture  in  Weyerhaeuser  laboratory 
A  tiny  slice  starts  a  superior  tree. 

opposite  of  the  situation  in  oil.  The  na- 
tion is  harvesting  no  more  trees  today 
than  it  harvested  in  1900,  even  though 
we  are  consuming  eight  times  as  much 
paper  and  70%  more  lumber. 

Nor  has  the  U.S.  reached  a  limit  on  its 
potential  to  grow  more  wood  on  the  ex- 
isting land  base.  At  present,  without 
management,  we  are  only  growing  trees 
at  an  estimated  61%  of  our  productive 
capacity.  With  proper  management,  the 
U.S.  could  double,  perhaps  triple,  the  pro- 
ductivity of  its  forests  within  fifty  years. 

While  the  future  for  wood  seems  se- 
cure, the  short-term  prospects  for  Ameri- 
ca's forest  products  companies  are  less 
glowing.  Persistent  interference  and  mis- 
management by  the  federal  government 
continues  to  shackle  the  companies  that 
buy  timber  from  federal  lands.  Moreover, 
wood  and  paper  are  cyclical  businesses, 


and  next  year  the  swing  is  likely  to  be 
down.  The  squeeze  on  mortgage  money 
has  already  hit  residential  construction. 
As  a  result,  lumber  and  plywood  prices 
are  tumbling.  Paper,  whose  use  is  closely 
tied  to  gross  national  product,  will  also 
be  hurt  by  the  expected  recession. 

But  it  is  important  to  remember  that 
growing  trees  is  a  long-term  business, 
and  for  those  companies  that  have  taken 
the  lead  in  growing  the  forests  of  the 
future,  that  future  is  bright  indeed.  Be- 
yond lumber  and  paper  lies  a  world  of 
uses  for  wood  which  look  more  and  more 
likely  as  the  price  of  oil  soars  toward  $50 
a  barrel. 

Remember  this:  The  world  is  consum- 
ing not  only  oil  but  all  the  major  natural 
resources  at  a  frightening  rate.  There  is  a 
real  question  as  to  whether  there  are 
enough  resources  around  to  maintain  liv- 
ing standards  in  the  West  and  Japan  and 
at  the  same  time  to  improve  standards 
even  modestly  in  the  poorer  nations  of 
the  world.  But  trees,  unlike  oil  or  copper 
or  iron  ore,  are  renewable.  Moreover,  we 
are  constantly  finding  new  ways  to  use 
trees  more  effectively.  Thus  we  use  more 
wood  products  without  cutting  addition- 
al trees.  Technology  shows  us  how.  As 
recently  as  1950,  for  example,  only  21% 
of  a  typical  tree  went  into  the  end  prod- 
ucts; the  rest  was  wasted,  either  burned 
in  dirty,  smoky  wigwam  burners  or  left 
to  rot  in  the  forests.  Today,  companies 
can  use  around  60%  of  a  tree.  As  new 
technologies  are  developed  to  turn  more 
wood  scraps  into  marketable  products, 
that  percentage  will  grow. 

Improved  tree-use  begins  in  the  forests 
themselves.  Paul  Bunyan-like  machines 
now  can  pull  trees  right  out  of  the 


ft 


DECEMBER  24,  1979 


41 


Mind—roots  and  all — thus  harvesting 
least  20%  more  wood  weight  per  acre 
an  could  older  harvesting  methods, 
lis  year  Georgia-Pacific  unveiled  a  pro- 
type  of  what  it  calls  a  biomass  harvest- 
s' machine  (nicknamed  "Jaws  3"  by  its 
erators)  whose  circular  blades  cut  an 
jht-foot  swath  of  weeds  and  brush, 
ke  Sherman  marching  through  Geor- 
i,  the  G-P-designed-and-manufactured 
achine  sweeps  up  the  forest  under- 
ush  in  flat  southern  pine  country — 
ereby  preparing  the  land  for  planting 
are  productive  trees — and  chops  it  into 
>od  chips  for  boiler  fuel  for  several  Ar- 
nsas  mills.  In  one  hour  it  scrapes  up 
)od  chips  equal  to  as  much  as  1,000 
lions  of  fuel  oil. 

awdust  and  shavings  from  saw- 
^  mills  and  plywood  mills  can  go 
J  into  products  like  particleboard  or 
iferboard  or  be  burned  as  fuel.  Just 
rning  the  trash  left  on  the  forest  floor, 
study  by  Louisiana-Pacific  found, 
)uld  save  the  U.S.  one  month's  worth 
imported  oil  every  year,  reducing  our 
nual  oil  import  bill  by  more  than  $4 
lion. 

Crowing  trees  as  crops  is  another  way 
S.  companies  are  boosting  forest 
;lds.  "Until  recently,"  says  Jack  Wolff, 
:e  president  for  land  and  timber  at 
jyerhaeuser  Co.,  "the  U.S.  has  been 
ing  off  a  wild,  naturally  created  forest 
source,  just  as  our  prehistoric  ancestors 
ed  off  wild  fruits  and  grains."  But  just 
agriculture  stabilized  food  supply,  so 
3  foresters  have  become  tree  farmers, 
inaging  the  forests  from  planting  to 
rvest. 

Vlany  of  the  techniques  to  help  trees 
)w  to  cutting  size  faster  are  not  spec- 


tacular— thinning  young  stands  to  give 
remaining  trees  more  growing  room,  re- 
moving tall  trees  to  let  in  more  sunlight, 
controlling  disease  and  insects  and  fertil- 
izing selectively.  But  the  results  of  using 
these  techniques  assiduously  can  be 
spectacular.  Crown  Zellerbach  found 
that  merely  thinning  a  test  plot  of  hem- 
lock caused  the  remaining  trees  to  gain 
more  than  two  feet  a  year  in  height, 
while  an  unthinned  plot  lost  78%  of  its 
trees  to  natural  causes. 
Reforesting  by  scattering  seedlings 


Weyerhaeuser plantlet  from  tissue  culture 
Object:  disease-free,  rapid  growth. 

from  helicopters  rather  than  relying  on 
the  wind,  or  planting  seedlings  that  have 
been  grown  in  nurseries  to  a  size  where 
their  chance  of  survival  is  greater,  also 
speeds  up  the  tree-growing  process.  A 
Douglas  fir  seedling,  raised  in  a  green- 
house in  its  own  individual  plastic  tube, 
reaches  plantable  size  (6  to  8  inches)  in 
five  to  seven  months.  A  natural  seed  may 
take  several  years  to  reach  the  same 
size — if  it  survives  at  all. 

One  forested  acre,  left  to  nature,  would 
grow  a  stand  of  mature  trees  in  250 
years.  That  same  acre,  properly  man- 
aged, could  grow  a  stand  ready  for  cutting 


every  50  years — thus  providing  five 
vests  instead  of  one  in  the  same 
span,  with  six  times  the  volume  of  w 
of  the  unmanaged  forest. 

Forest  geneticists  object  to  words 
"supertrees"  or  "clones,"  but  that's 
actly  what  they  are  developing  in 
laboratories  to  improve  tomorn 
trees.  A  number  of  forest  products  c 
panies,  like  Weyerhaeuser,  Georgia 
cific  and  Union  Camp,  have  inve 
considerable  time  and  millions  of  do; 
to  grow  the  forests  of  the  future.  U 
only  the  seeds  from  superior  treej 
grafting,  geneticists  hope  to  pass 
valuable  genetic  traits  such  as 
growth  or  better  resistance  to  ins) 
and  disease.  While  the  full  harvest  of 
work  may  take  as  long  as  50  yeart 
more,  success  in  the  laboratories  w<j 
allow  companies  to  cut  their  old-groi 
trees  faster  than  they  could  if  they  ha 
rely  on  a  natural  growth  process. 
Forest  Service  has  estimated  that  in 
first  generation  alone  genetics  could 
up  to  15%  more  wood  to  a  Douglas^ 
and  gains  of  10%  to  20%  have  aln 
been  made  in  the  first  generation  o 
netically  improved  Southern  pine. 

For  two  years  Simpson  Timber  C(| 
Areata,  Calif,  has  been  growing  test-1 
redwoods.  Using  a  process  called  ti^ 
culture,  scientists  take  a  tiny  portion! 
redwood  tree,  put  it  in  a  test  tube  I 
different  chemicals — and  there  it  gnj 
needles,  roots  and  all.  The  plantlet 
called  to  distinguish  it  from  a  seedlini 
then  transferred  to  a  nursery  when  itj 
grown  to  a  viable  size. 

Getting  more  redwood  per  acre  is 
ticularly  important  because  redwoods 
now  in  short  supply,  because  much  ol 
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i  they  are  able  to  grow  on  has  been 
en  by  the  federal  government  to  cre- 
Redwood  National  Park.  Simpson  es- 
ates  that  by  using  genetically  superi- 
jlanting  stock,  which  will  represent 
best  traits  of  only  around  200  superi- 
ees,  it  can  increase  timber  growth  at 
t  50%  per  acre. 

eyerhaeuser,  the  nation's  third- 
largest  forest  products  com- 
pany, is  clearly  betting  its  future 
research  and  development.  Weyer- 
user  is  particularly  rich  in  trees,  but 
ly  are  old  trees.  In  order  to  cut  those 
s  that  are  no  longer  growing  and  re- 
e  them  with  faster-growing  timber  of 
al  volume,  the  company  last  year 
ned  a  lavish  $40  million  technology 
ter  near  its  Tacoma,  Wash,  headquar- 
with  approximately  100  laborato- 
that  will  accommodate  up  to  800 
)loyees.  At  it  and  eight  smaller  re- 
ch  laboratories  across  the  country 
in  Indonesia,  Weyerhaeuser  is  fur- 
ing  what  it  calls  the  "high-yield  for- 
[  At  the  technology  center,  in  a  base- 
it  laboratory  environmentally  con- 
led  for  temperature  and  humidity,  a 
erhaeuser  tissue  specialist  works 
i  other  geneticists  to  produce  trees  of 
tical  quality.  Elsewhere,  in  seedling 
series,  young  trees  grow  from  seeds 
come  from  seed  orchards  designed 
n   roduce  fast-growing  new  forests. 
}  We  axe  involved  in  a  high-cost  project 
•hich  you  don't  see  the  benefits  until 
cut  the  tree,"  says  Rex  B.  McCul- 
;h,  a  geneticist  involved  in  Weyer- 
aser's  tree  improvement  program, 
erhaeuser  is  now  spending  about 
D  million  a  year  on  reforestation  and 
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forest  management.  Since  1966  it  has 
planted  1.2  billion  seedlings,  says  C.W. 
Bingham,  a  company  senior  vice  presi- 
dent. "In  addition,  we  have  rehabilitated 
251,000  acres  which  had  been  covered 
with  low-value  species,  and  have  fertil- 
ized a  total  of  1.4  million  acres." 

What  happens  in  the  laboratories  and 
in  the  forests  is  of  more  than  academic 
interest.  At  present  the  U.S.  gets  2%  of 
its  energy  from  wood.  The  ability  to  in- 
crease that  level — and  to  meet  future  de- 
mand for  existing  and  new  wood  prod- 
ucts^— depends  on  getting  higher  yields 
from  the  forests. 

Wood-buming  stoves?  They  are  pleas- 
ant and  even  useful  on  a  limited  scale, 
but  using  all  the  forest  for  kindling  wood 
is  not  the  answer  to  the  energy  shortage. 
There  are  better  uses  for  trees.  Turned 
into  lumber,  they  save  energy  because  of 
their  insulating  qualities,  which  are  su- 
perior to  those  of  aluminum,  brick,  stone 
or  concrete.  As  a  building  material,  lum- 
ber requires  a  far  smaller  expenditure  of 
energy  to  make  than  any  of  these  alter- 
natives. In  a  few  areas  of  the  country, 
however,  especially  in  communities 
close  to  forests,  trees  caw  provide  fuel.  In 
Vermont,  for  example,  wood  chips  sell 
for  just  $14  a  ton.  A  ton  of  wood  chips 
has  the  energy  content  of  a  barrel  of  oil. 
With  fuel  oil  currently  costing  nearly  $36 
a  barrel  in  Vermont,  it  clearly  pays  to 
bum  wood  chips. 

The  biggest  users  of  wood  for  energy 
today  are,  naturally,  the  forest  products 
companies  themselves.  By  using  solid 
wastes  or  pulping  wastes,  they  have  been 
able  to  generate  45%  of  their  power 
needs.  Louisiana-Pacific's  Samoa,  Calif, 
wood  products  plant,  for  example,  gener- 


ated enough  power  last  year  from  wood 
wastes  to  run  its  large  complex,  provide 
power  for  the  100  homes  nearby  and  sell 
the  leftover  power  to  Pacific  Gas  &  Elec- 
tric. Indeed,  L-P  estimates  that  if  the 
costs  of  purchased  energy  had  risen  an 
additional  20%  in  1978,  its  earnings 
would  have  dropped  only  5% . 

But  what  about  wood  as  fuel  for 
other  industries  without  easy  ac- 
cess? The  potential  for  fast-grow- 
ing trees  to  be  used  exclusively  for  fuel  is 
one  idea  being  explored.  Such  "biomass 
plantations"  were  used  extensively  in 
Europe  and  in  the  eastern  U.S.  during  the 
19th  century  to  produce  firewood  from 
hardwood  harvested  on  a  short  growing 
cycle  and  quickly  regenerated  by  sprout- 
ing new  trees  from  the  cut  stumps.  In 
Woodland,  Me.  Georgia-Pacific  has  es- 
tablished an  experimental  plantation  of 
crossbred  poplar  seedlings  to  find  out 
how  quickly  they  will  reach  usable  size. 
G-P  hopes  it  will  get  a  20-to-30-foot  tree 
in  seven  years  or  less.  These  trees  could 
then  be  used  for  both  pulp  wood  and  fuel. 
Other  fast-growing  hardwood  species 
such  as  cottonwood,  sycamore,  red  alder 
and  aspen  are  also  promising,  provided 
they  do  as  well  in  the  wilds  as  they  have 
done  in  the  laboratories.  And  there  is 
considerable  energy  potential  in  new- 
grown  hardwoods,  the  most  desirable 
fuel  wood,  55%  of  which  go  unharvested. 

Recent  studies  for  the  U.S.  Energy  Re- 
search &  Development  Administration 
point  to  the  future  economic  feasibility 
of  changing  the  physical  nature  of  wood 
on  a  large  scale.  For  example,  getting  oil 
from  wood  chips  is  in  the  research  stages 
in  Albany,  Ore.  at  a  plant  funded  by  the 
Department  of  Energy.  Scientists  there 


aim  they  can  produce  a  barrel  of  indus- 
lal-grade  oil  for  about  $26.  There  is  a 
}ssibility  of  producing  natural  gas,  too. 
wood  is  burned  in  an  inadequate  supply 
:  oxygen,  it  is  converted  into  methane, 
ydrogen  and  other  gases.  "Wood  gasifi- 
ition  is  cheaper  than  coal  gasification 
id  not  all  that  complicated,"  enthuses 
r.  C.  Edward  Taylor,  corporate  manager 

environmental  controls  for  Louisiana- 
icific,  which  is  planning  to  use  wood 
is  in  two  of  its  gas-fired  kilns.  "And 
lere  is  no  sulfur  to  clean  up  afterwards." 

o  overcome  bulk  and  transporta- 
I  tion  problems,  a  company  in 
L  Brownsville,  Ore.  is  reducing  the 
ood's  moisture,  pulverizing  it  and  then 
>mpressing  it  into  pellets  the  size  of  dog 
bble.  The  company  claims  the  pellets 
in  then  be  shipped  and  burned  like  coal 

competitive  prices. 

Hard  on  the  heels  of  last  spring's  lines 
the  filling  station,  gas-thirsty  Califor- 
ans  began  receiving  their  first  ship- 
ents  of  "gasohol"  made  from  gasoline 
id  the  alcohol  produced  from  wood  su- 
irs  at  Georgia-Pacific's  Bellingham, 
ash.  pulp  mill.  The  beauty  of  alcohol 
ade  from  wood — as  opposed  to  corn, 
r  example — is  that  it  comes  from  pulp- 
g  process  by-products.  Delivered  to 
alifornia,  G-P's  alcohol  costs  around 
.50  a  gallon.  People  in  the  New  York 
ea  are  already  paying  as  much  as  $1.14 
gallon  of  gasoline.  With  the  next  turn  of 
e  OPEC  screw  and  with  U.S.  decontrol 
iminent,  $1.50-a-gallon  gasoline  is 
early  in  the  offing. 

Wood  has  considerable  promise  as  a 
edstock  for  the  chemical  industry, 
hich  now  depends  heavily  on  oil.  Wood 
lemicals  themselves  are  not  particular- 


ly new.  Turpentine,  for  example,  was  an 
important  industry  in  southern  forests 
for  centuries.  Tall  oil  (from  the  Swedish 
tallolja,  meaning  pine  oil)  is  still  an  im- 
portant ingredient  in  adhesives,  printing 
inks  and  detergents  and  accounts  for 
about  $250  million  in  wood  chemicals 
sales  a  year.  Union  Camp  Corp.  turns 
mill  wastes  worth  a  few  cents  a  pound 
into  flavors  and  fragrances  worth  more 
than  $1  a  pound.  Some  of  Champion 
International's  by-products  go  into  soil 
conditioners.  ITT  Rayonier's  pulp  mill  in 
Hoquiam,  Wash,  produces  a  popular  syn- 
thetic vanilla,  called  vanillin.  Pulping  by- 
products even  go  into  L-Dopa,  the  drug 
used  to  treat  Parkinson's  disease. 

Wood  can  also  be  used  to  produce  such 
basic  chemicals  as  phenols,  acetones, 
benzenes,  ammonias  and  formaldehydes. 
Until  recently,  however,  wood  chemicals 
haven't  been  competitive  with  most  oil- 
and  coal-based  products,  but  some  forest 
products  executives,  such  as  G-P's  Chair- 
man Robert  Flowerree,  believe  that  esca- 
lating costs  of  fossil  fuels  could  soon  cre- 
ate a  demand  for  these  wood  chemicals. 

So,  what  are  we  waiting  for?  Why  isn't 
the  U.S.  charging  ahead  with  programs 
to  use  its  forests  more  extensively?  The 
answer  is  almost  embarrassingly  predict- 
able: We  are  being  stalled  by  that  strong 
alliance  between  a  meddling,  cumber- 
some bureaucracy  and  single-issue,  self- 
appointed  guardians  of  the  environment. 
The  large  forest  companies  that  have 
been  pioneering  much  of  the  research 
and  development  together  own  only  14% 
of  America's  commercial  forest  land.  By 
far  the  biggest  chunk,  half  the  trees  us- 
able for  lumber  or  paper,  is  owned  by  the 
federal  government  through  its  National 


Forest  System.  Here  politics  and  si 
minded  environmentalists  have 
creating  chaos  over  the  past  decad 
Forbes  has  previously  written  (Oc 
1977),  an  estimated  6  billion  board  f<j 
timber  in  the  national  forests  is  w 
every  year  simply  because  mature 
are  left  to  rot  and  die.  That's  more 
half  of  the  1 1  billion  board  feet  th< 
vice  will  sell  this  year. 

Even  this  deadwood  would  be  usa 
sold  as  salvage,  but  salvage  sale; 
minimal  because  the  Forest  Se 
claims  Congress  does  not  approp 
enough  money  to  get  the  job  done.  F 
fires,  like  the  ones  that  raged  thr 
Idaho  this  year,  threatening  lives 
leaving  behind  thousands  of  ch 
acres,  are  the  price  paid  for  this  neg] 

In  addition,  some  62  million  roa 
acres,  about  one-third  of  nat 
forest  acreage,  have  been  lo 
away  since  1970  while  the  Forest  Se 
studied  them  as  possible  additions  t\  pess.  In  Apn 


16  million-acre  National  Wildel 
Preservation  System,  where  tree  cu 
is  not  allowed — which  means,  in  e. 
that  the  timber  will  be  left  to  ins 
decay,  windstorms  and  forest  fires. 

The  Forest  Service  is  also  hampert 
a  management  policy  almost  as  awk 
as  its  name — "nondeclining  even  fl 
Don't  be  intimidated  by  the  scier 
sound  of  the  term.  All  it  means  is 
you  can't  cut  any  more  national  fi 
trees  than  you  grow  in  a  given  year, 
policy  makes  absolutely  no  sense.  I 
or  fewer  trees  may  have  reached 
maximum  potential  and  be  ready  for 
ting.  No  matter,  "nondeclining 
flow"  it  must  be.  The  result  is  that  ii 
national  forests,  mature,  fully  gi 
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nay  stand  for  years,  even  decades, 
ing  newer  trees  of  a  chance  for  life 
;priving  the  nation  of  potential  en- 
ld  raw  materials. 

hen  there  is  the  issue  of  clear-cut- 
ting. Some  environmentalists  ob- 
ject to  it  because  cutting  an  entire 
in  of  a  forest,  rather  than  a  tree  here 
tree  there,  leaves  unsightly  bald 
on  lush  green  hillsides.  The  loggers 
le  right  to  clear-cut,  but  the  size  of 
cuts  was  reduced  drastically,  add- 
the  cost  of  tree  harvesting. 
1    government  shortsightedness 
id  the  effect  of  creating  an  artificial 
r  shortage,  especially  in  the  West, 
many  companies  depend  on  For- 
rvice  sales  for  their  mills.  From 
to  1978,  the  wholesale  price  index 
twood  lumber  rose  by  almost  55%, 
ing  the  higher  prices  paid  for 
Forest  Service  timber.  Is  this  infla- 
Dr  bureaucratic  rigidity? 
re  have  recently  been  a  few  signs 
gress.  In  April  of  this  year,  Presi- 
Carter  recommended  opening  up  36 
.  n  wilderness  acres  to  timber  cut- 
to  June  he  tried  to  halt  lumber's 
ton  lonary  spiral  by  asking  the  Forest 
e  to  raise  the  allowable  cut  by  as 
as  3  billion  board  feet  a  year.  But 
>aitj  inmentalists,  who  seem  to  care  lit- 
vtJ!  out  inflation  or  the  price  of  hous- 
ied  that  the  15  million  additional 
Ji  §the  Carter  Administration  recom- 
d  for  wilderness  were  insufficient. 
\>.  =  battle  continues  to  rage  in  the 
and  in  Congress.  Says  a  frustrated 
d  Madden,  chief  executive  of  Pot- 
"It  takes  25  to  70  years  to  grow  a 
we  need  some  stability  in  gov- 
nt  policy.  What  we're  doing  now 


hies. 


has  to  have  some  relationship  to  what 
we're  doing  in  30  years." 

While  it  is  largely  government  mis- 
management that  is  responsible  for 
many  of  the  problems  in  the  Pacific 
Northwest,  it  is  the  absence  of  a  compre- 
hensive government  policy  that  is  hob- 
bling development  in  the  eastern  half  of 
the  U.S.  where  much  of  the  commercial 
forest  land  is  in  the  hands  of  several 
million  small  private  owners. 

Here  the  problems  are  different,  espe- 
cially in  the  South.  Take  a  look  at  Ala- 
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Weyerhaeuser  nursery  in  Rochester,  Wash. 
Superior  seedlings  by  the  billion.  

bama,  where  individuals  own  about  16 
million  acres,  or  75%  of  that  state's  com- 
mercial forests.  About  300,000  acres  are 
harvested  in  Alabama  every  year,  but  less 
than  1  acre  in  12  is  being  replanted  or 
reseeded  by  man.  As  a  result  the  land  is 
growing  wood  at  only  half  its  potential. 
The  same  holds  true  throughout  much  of 
the  South.  Because  pine  is  a  fast-growing 
tree,  pine  growth  still  continues  to  ex- 
ceed loss.  But  the  U.S.  Forest  Service 
estimates  that  1  million  acres  of  valuable 
pine  forests  are  lost  each  year  because 
independent  landowners  didn't  regener- 
ate cutover  lands. 


What  happens  in  the  South  matters. 
Today  the  South  produces  a  third  of  the 
nation's  softwood  plywood,  60%  of  its 
pulpwood  and  56%  of  its  newsprint.  One 
study  predicts  that  by  the  year  2000  the 
South  will  provide  the  majority  of  the 
nation's  wood  supply,  producing  twice  as 
much  as  the  region  does  today. 

There  are  some  incentives  for  the 
small  southern  tree  farmer.  In  some 
states  such  as  North  Carolina,  Virginia 
and  Mississippi,  forest  products  compa- 
nies pay  a  special  tax  which,  along  with 
matching  state  funds,  is  used  to  finance 
reforestation.  Big  forest  companies  also 
provide  management  assistance  to  small 
owners  in  exchange  for  an  option  to  buy 
their  trees  at  competitive  prices.  Indus- 
try- and  state-operated  nurseries  provide 
top-quality  pine  seedlings  to  improve  re- 
forestation. Lobbying  is  going  on  in 
Washington  to  let  a  small  timber  owner 
postpone  taxation  on  any  portion  of  his 
harvest  reinvested  in  a  new  crop  of  trees. 

In  New  England,  the  one  bright  spot  is 
Maine,  where  the  pulp  and  paper  indus- 
try got  its  start  well  over  100  years  ago. 
Although  Maine  has  been  logged  over  as 
many  as  five  times  in  U.S.  history,  it  still 
ranks  as  the  nation's  most  heavily  forest- 
ed state.  Big  companies  like  Internation- 
al Paper,  Great  Northern  Nekoosa  and 
Diamond  International  own  about  50% 
of  Maine's  forests,  giving  them  a  unique 
degree  of  control  over  supply.  As  a  result, 
many  papermakers  are  expanding  into 
lumber,  using  only  leftovers  for  pulp. 

In  the  rest  of  New  England,  trees  pro- 
vide scenery  and  firewood,  but  a  study  by 
the  Yale  School  of  Forestry  and  Environ- 
mental Science  recently  concluded  that 
unless  these  forests  are  better  managed, 
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iv  Engla .  ;  could  lose  the  very  mixture 
.aim  and  village  that  makes  it 
)  attractive.  Today  many  of  the  trees 
re  stunted  and  twisted  as  they  compete 
ir  growing  space.  But  with  proper  man- 
cement,  New  England's  abundant  hard- 
oods  could  provide  an  area  highly  de- 
sndent  on  imported  oil  with  fuel  to  see 
through  the  cold  winters. 
Finally,  a  more  rational  wood  and  for- 
>t  policy  could  do  a  lot  to  improve  the 
.S.'  balance  of  payments.  The  U.S.  is 


still  a  net  importer  of  wood  products — in 
fact,  the  largest  one  in  the  world.  This 
year  two-thirds  of  U.S.  newsprint  and 
one-third  of  its  softwood  lumber  will  be 
imported  from  Canada,  which  accounts 
for  70%  of  total  U.S.  wood  imports  over- 
all. Last  year  our  trade  deficit  in  forest 
products  was  a  record  $2.9  billion.  There 
are  compelling  economic  reasons  for  our 
imports  from  Canada— lack  of  newsprint 
capacity  for  one.  But  Canada  is  a  special 
case.  We  could  substantially  reduce  our 


trade  deficit  in  forest  products  simp 
lifting  the  prohibition  against  expo 
logs  from  U.S.  national  forests. 

The  U.S.  is  and  will  remain  a  vorai 
consumer  of  forest  products.  But 
our  climate,  land  mass  and  technc 
we  should  be  able  to  produce  enoug 
our  present  needs  with  plenty  to  s 
That  "spare"  could  be  a  big  help  ii 
energy  shortage,  but,  unfortunately 
bureaucracy  and  the  ideologues  an 
dling  while  the  Middle  East  burns. 


How  to  tell  the  trees  from  the  forest 


Rarely  does  a  big  U.S.  timber  parcel  come  up  for  sale,  and 
when  it  does,  it  usually  fetches  a  price  that  shows  how 
valuable  renewable  resources  have  become  in  an  era  when 
other  natural  resources  are  running  out  or  becoming  im- 
mensely costly  to  get  at.  Last  spring  Bodcaw  Co.,  owner  of 
335,000  acres  of  prime  Louisiana  forest  land,  went  on  the 
block.  The  buyer  was  International 
Paper  (which  already  owns  8  million 
acres).  The  price:  $805  million,  or 
$2,400  an  acre. 

Because  big  forest  products  com- 
panies are  integrated  from  tree  al- 
most to  ultimate  consumer,  timber 
holdings  are  only  one  factor  in  de- 
ciding their  value.  Efficiency  in  con- 
verting trees  into  lumber  or  paper,  a 
company's  mix  of  products,  its 
management  and  the  state  of  the 
economy  must  also  be  considered. 
But  if  you  want  to  invest  in  trees, 
you  can  view  a  company's  timber 
holdings  in  three  ways. 

First,  and  safest,  is  to  regard  timber 
as  inventory.  The  company  with  the 
largest  self-sufficiency  (whose  mills 
are  most  supplied  with  its  own  trees) 
would  then  rank  high.  Weyerhaeuser,  with  over  90%  self- 
sufficiency,  would  rank  first  among  the  companies  listed 
below.  Great  Northern  Nekoosa,  with  a  self-sufficiency  of 
only  30%,  would  be  at  the  bottom  of  the  list.  Self-sufficien- 
cy is  more  important  for  a  company  if  its  mills  are  in  the 
West,  where  purchased  timber  must  be  mainly  high-cost 
Forest  Service  timber.  In  the  South,  where  most  timber  is 
bought  privately,  self-sufficiency  is  less  important.  Louisi- 
ana-Pacific's self-sufficiency  of  only  39%  is  thus  more  seri- 
ous than,  say,  Union  Camp's  34%  because  of  L-P's  higher 
percentage  of  western  mills. 

Another  way  to  look  at  timber  is  to  figure  out  how  many 


trees  go  with  a  share  of  a  company's  stock.  A  share 
Weyerhaeuser  would  buy  you  0.04  acres,  whereas  a  share 
International  Paper  buys  you  0.18  acres.  That  gauge,  ho\ 
ever,  ignores  the  size  and  kind  of  trees  growing  on  th, 
acre  and  what  they  can  be  used  for:  A  log  used  for  lumb 
or  plywood  yields  several  times  the  revenue  of  the  san 
amount  of  wood  used  for  pulp.  Tfl 
difference  among  species  is  also  in; 
portant,  since  a  Douglas  fir  brings 
much  higher  price  than,  say,  a  Soutl 
ern  pine.  Weyerhaeuser's  trees,  f<j 
example,  are  predominantly  largl 
old-growth  trees  which  make  hig] 
grade,  high-priced  lumber.  IP's  tree 
on  the  other  hand,  are  largely  in  tfj 
South,  where  trees  tend  to  be  ha 
vested  smaller.  Thus  a  southern  acl 
usually  contains  less  volume  of  wod 
than  an  acre  in  the  Northwesi 
though  southern  trees  reach  maturil 
faster.  By  contrast,  Great  Norther 
Nekoosa's  acres  are  largely  in  Main 
where  many  trees  are  suitable  on} 
for  pulp. 

The  most  speculative  way  to  pi 
trees  is  to  look  at  the  market  value 
a  company's  timber  holdings.  Most  companies'  stock  pricq 
do  not  reflect  the  full  value  of  this  asset,  often  acquired  at 
low  cost  and  appreciating  rapidly  lately  (around  20%  in  thl 
last  two  years).  Looked  at  in  this  way,  an  investor  in  Bois 
Cascade  would  only  be  paying  36  cents  for  $  1  worth  of  tree 
whereas  an  investor  in  Union  Camp  pays  $1.05  for  $ 
worth  of  trees.  That  doesn't  necessarily  make  Boise  a  bette 
buy,  since  investors  in  Union  Camp  are  also  paying  fc 
Union  Camp's  low  cost  of  converting  trees  into  paper  an 
plywood,  which  helps  Union  make  a  better  return  tha| 
Boise  Cascade. 
As  they  say,  there's  lots  of  ways  to  cut  a  tree.— KK.W. 
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Recent 
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Acreage 
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net  income 

per  $1  est 

timber  value 

stock 

self- 

owned 

Company 

|WJ 

(mil) 

timber  value 

per  share 

price 

sufficiency 

[mil) 

Boise  Cascade 

$2,885 

$181 

$  .36 

$  91 

32% 

50% 

2.7 

Champion  International 

3.760 

252 

.52 

45 

23 'A 

50-55 

3.4 

Crown  Zellerbach 

2.750 

125 

.25 

156 

39% 

57 

2.1 

Georgia-Pacific 

5.100 

340 

.56 

45 

25% 

50 

4.8 

Great  Northern  Nekoosa 

1.140 

90.5 

.90 

36 

32% 

30 

2.7 

International  Paper 

4.450 

295 

.36 

103* 

37% 

40^45 

8.4 

Louisiana -Pacific 

1.325 

107 

.32 

64 

20% 

39 

0.84 

Potlatch 

.825 

79.5 

.37 

87 

32l/s 

55 

1.3 

St.  Regis  Paper 

2.500 

155 

.48 

57 

27% 

39 

3.1 

Union  Camp 

1.380 

152 

1.05 

42 

44% 

34 

1.7 

Westvaco 

1.240 

76.9 

.72 

40 

29 

35 

1.3 

Weyerhaeuser 

4.450 

545 

.28 

102 

28% 

90  + 

5.9. 

'Excludes  May  1979 
Forest  Industries. 


for  $810  million  in  acquisition  of  Bodcaw  Co.  but  includes  425,000  acres  sold  in  March  1979  to  Southw 
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A  top  international  bank  should 
be  located  where  its  customers 
do  business. 


At  Continental  Bank,  we  think 
geographical  proximity  is  not  just 
desirable,  it's  essential. 

Proximity  increases  communication.  Reduces 
response  time.  And  leads  to  a  strong  working 
relationship.  So  our  financial  teams  are  never 
ore  than  minutes  away  from  the  headquar- 
ers  and  subsidiary  offices  of  the  customers  they 
serve.  It's  what  you  expect  from  a  top  inter- 
national bank.  At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 

Argentina  •  Australia     Austria  •  Bahamas     Bahrain  •  Belgium  •  Brazil     Canada  •  Colombia    France    Greece    Hong  Kong 
Indonesia  •  Italy  •  Japan  •  Kenya    Korea  •  Lebanon  •  Malaysia  •  Mexico  •  The  Netherlands  •  The  Philippines    Singapore  •  Spain 
Switzerland  •  Taiwan    Thailand  •  United  Kingdom  ■  United  States    Venezuela  •  West  Germany 
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Siegler  remains  an  oddball  collection  of 
lostly  small,  diversified  operations.  But  un- 
er  Chairman  Bob  Campions  unsentimental 
irection,  it  has  become  one  of  the  better 
lanaged  conglomerates  around. 

A  comeback  by 
brutal  realism 


By  Paul  Gibson 


ASSING  A  TOASTED  DANISH  aCTOSS 

J  the  breakfast  table,  Chairman 
i  Robert  Campion  of  Lear  Siegler 
z.  positively  scowls.  "I  really  don't 
iow  why  you've  bothered  to  come,"  he 
jmbles.  "I  don't  think  there's  a  story 
talk  about." 

Campion  does  a  lot  of  things  in  the 
le  of  duty  he  would  rather  not  do.  He 
s  agreed  to  this  meeting  in  Lear 
;gler's  Manhattan  apartment,  just  as 
had  agreed  to  spend  dinner  the  pre- 


vious evening  listening  to  a  Washington 
insider  espouse  the  merits  of  Ted  Kenne- 
dy's candidacy.  That  was  hard  stuff  to 
digest  for  Campion,  an  ardent  Connally 
supporter.  And  now  here  at  breakfast  is  a 
Forbes  reporter  upsetting  him  by  want- 
ing to  know  how  Lear  Siegler,  which  is 
likely  to  net  about  $68  million  on  $1.5 
billion  in  revenues  in  its  fiscal  year  end- 
ing next  June  30,  has  become  one  of  the 
better  managed  conglomerates. 

Remember  Lear  Siegler?  It  was  a  con- 
glomerate creation  of  the  Fifties  and  Six- 
ties, put  together  by  the  late  John  G. 


Brooks,  a  human  dynamo  whose  c 
kept  his  name  constantly  in  the  h 
lines  and  gave  Lear  Siegler  a  mismat« 
collection  of  marginally  profitable  1 
nesses  that  included  aerospace  syst 
military  electronics  and  space  hea| 
units  plus  a  cluster  of  consumer  prod 
and  services.  When  Brooks  died  sudd 
early  in  1971,  Campion,  then  comj 
secretary,  took  charge  and  Santa  M 
ca-based  Lear  Siegler  faded  into  obs 
ity.  What  happened?  we  ask,  munc 
the  Danish. 

Pouring  himself  more  coffee,  Cam 
relaxes  a  little  as  he  recalls  how  init: 
he  set  out  to  strip  Lear  Siegler  tc 
essentials  by  shedding  about  a  quart 
its  volume — mainly  by  selling  its  O 
pic  Radio  division,  a  modular  houi 
venture  and  a  chain  of  accounting 
computer  schools — while  impo 
some  urgently  needed  discipline. 

Campion  is,  unlike  his  predece 
unabashedly  a  numbers  man.  With  a 
dy  complexioned,  full-moon  face  aij 
trim  silver  mustache,  Campion  at  58 
a  military  mien  that  might  owe  sq 
thing  to  his  World  War  II  days  as  a  tl 
nical  sergeant  operating  a  radar  uni 
Okinawa.  More  likely,  his  by-the-b 
management  style  is  in  his  nature.  A) 
from  his  army  stint,  Campion  has 
but  two  jobs.  He  joined  Chicago's  A) 
ander  Grant  &  Co.,  the  accounting  fi 
as  an  office  boy,  and  by  studying  at  n 


pin  i 

his  bootd 
iu're  conii 
tioningtn 
Only  the 

jie  trail"1 


accoi 
[acute 
lesini 


bes 
is  plan," 


e  planning  ■ 
fleii  idea  of 
pative '« 
[ben  to  cleat 
being  really  J 
ding  leag 
tjcular, 
notlong 
m  lnteraun; 
ither  off' 
couldn't 
sunng  produc 
ileto  take  ai 
barked  out, 
It  was,  ht 
itarian,  do- 
tal to  make. 


«  SOUTHERN  RAILWAY,  THIS  COMPACT  CAI 


jess  how  far  it  could  travel  on  a  truck! 

iley  Crane.  Chairman,  Southern  Railway  System,  Washington,  D.C.  20013 


IT) 


e  railroad  is  the  most  efficient 
>f  fuel  in  the  transportation 
try.  Bar  none. 

d  the  Southern  Railway  is  one 
most  efficient  railroads  in  the 
ry- 

r  instance,  on  the  Southern,  a 
lb.  compact  t  -  can  travel  145 
on  one  gallon  of  fuel.  Hew  far  • 
a  truck  carry  it  on  the  same 
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carry  freight  anywhere  near  as  far  as 
railroads  can  per  gallon  of  fuei. 

What  does  this  mean  for  the  future? 
Well,  it  means  that  trucks  will  be  used 
less  and  less  for  long  hauls. 

More  and  more  products  will  ride 
on  the  Southern,  and  trucks  will  be 
used  for  distribution  at  the  other  end 
of  the  line.  Because,  in  the  coming 
years,  only  the  railroad  will  have  the 
energy-efficiency  for  long  hauls. 

V\fe  have  the  energy  for  the  long  haul 


M 
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iVESAGREEN  LIGHT  TO  INNOVATIONS 


With  some  49  divisions  mak- 
ing hundreds  of  technical, 
automotive  and  specialty 
products  selling  mainly  to 
other  companies  rather  than 
consumers,  Lear  Siegler  isnt 
easy  to  understand.  Except  in 
one  thing:  In  everything  he 
does,  Campion  keeps  harking 
back  to  those  productivity 
and  profitability  themes. 


that  can  do  the  next  thing  next." 

For  Campion  the  next  thing  was  to 
methodically  rebuild  his  company,  par- 
tially by  acquisitions  that  took  Lear 
Siegler  into  car  parts,  among  other 
things,  partially  by  extending  product 
lines  while  constantly  pruning  and  cut- 
ting off  those  endeavors  that  failed  to 
meet  his  productivity  or  profitability 
standards.  Totally  devoted  to  diversity, 
Campion  even  now  is  constantly  reshuf- 
fling his  pack.  Thus  in  recent  months 
Lear  Siegler  has  sold  off  a  brake-block 
operation  in  Indiana  plus  its  Hinson  divi- 
sion, which  makes  tractor  cab  enclo- 
sures, and  Erma-Werke,  a  West  German 
maker  of  bearings  and  sport  rifles.  In 
their  place  he  has  added  Aero  Quality 
Sales,  which  produces  aircraft  batteries, 
and  Rapistan,  a  largish  ($150  million  in 


sales)  producer  of  conveyer  systems. 

Today,  with  some  49  divisions  making 
literally  hundreds  of  technical,  auto- 
motive and  specialty  products  selling 
mainly  to  other  companies  rather  than 
consumers,  Lear  Siegler  is  not  an  easy 
company  for  outsiders  to  understand.  Ex- 
cept in  one  thing:  In  everything  he  does, 
Campion  keeps  harking  back  to  those 
productivity  and  profitability  themes. 
Take  the  way  he  insists  that  his  divi- 
sions be  managed.  In  essence,  they  are 
run  to  a  very  simple  formula:  For  every 
$1  of  total  assets,  Campion  wants  $2 
back  in  sales  on  which  he  wants  to  net  4 
cents  to  5  cents  in  profits. 

A  division  manager's  job  at  Lear 
Siegler  is  no  sinecure.  Before  anyone  is 
promoted  to  that  level  he  is  told  three 
things:  1)  His  competence  has  earned 
him  the  job.  2)  He  cannot  accept  it  with- 
out reflecting  for  24  hours.  3)  He  must 
save  all  of  his  increased  salary. 

"We  warn  them  they  will  succeed  or 
fail,"  explains  Campion,  "and  if  they  fail 
they  will  be  glad  they  saved  the  extra 
money  because  they  will  be  looking  for  a 
new  job."  Campion  is  a  hard — some 
would  say  ruthless — taskmaster.  In  his 
eight  years  as  CEO,  there  has  been  an 
almost  complete  turnover  among  the  di- 
visional presidents — some  promoted, 
some  retired,  many  thrown  out.  "I'm  not 
particularly  proud  of  this,"  Campion  ad- 
mits, "but  I  doubt  you'll  find  people  bad- 
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The  American  Worker. 

Head  of  a  family,  heart  of  a  nation. 

We've  been  insuring  America's  most 
valuable  resource,  her  workers,  for  almost  100 
years  now.  But,  only  in  the  last  few  years  has  it 
become  apparent  how  inflation  can  eat  away  at 
a  family's  hard-earned  assets,  including  its  life 
insurance.  That's  why  we  developed  the  Triple  E 
Insurance  Plan.  With  Triple  E  (the  E's  stand 
for  Executive  Estate  Escalator),  your  benefit  in- 
creases automatically  each  year  by  an  amount 
equal  to  the  cash  value  of  your  policy  -  at  no 
extra  cost  to  you. 

Triple  E  has  other  advantages,  too.  You 
can  borrow  against  it  or  convert  it  to  a  retire- 
ment plan. 

To  find  out  how  our  Triple  E  Insurance 
Plan  can  help  you  fight  inflation,  call  or  unite 
us  today. 
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Helping  America  make  intelligent  insurance  decisions  since  1887. 


luthing  us.  We  give  them  fair  warning 
what  will  happen  and  we  keep  telling 
■  top  people  that  to  survive  they  must 
prepared  to  run  faster  and  faster."  To 
that  message  across,  each  year  Cam- 
3m  not  only  fires  his  weakest  producers 
[jt  dumps  the  two  or  three  least  profit- 
ie  product  lines. 

Bf  the  management  style  at  Lear  Siegler 
per  Campion  is  brutal  realism,  it  is 
jjo  successful.  In  the  past  five  years, 
t  lr  Siegler  has  averaged  a  27%  annual 
jjiwth  in  earnings  per  share  and  a  22% 
|;rage  return  on  equity,  a  record  topped 
S.y  by  Teledyne  among  conglomerates. 
Sit  surprisingly  Lear  Siegler's  stock 
Ice  1974  has  soared  from  5  to  21,  trad- 
i ;  at  about  five  times  its  expected  fiscal 
llO  earnings  (fully  diluted). 
Campion  doesn't  lack  for  worries.  Ba- 
|  to  Campion's  strategy  is  leverage.  At 
|:sent,  Lear  Siegler  has  51  cents  of  debt 
|  each  $1  of  equity,  quite  high  by  to- 
il's standards  for  good  conglomerates. 
| so,  about  a  third  of  its  sales  and  a 
■krter  of  its  profits  come  from  auto- 
^■tive  products,  an  area  that  Campion 
Jn  stressed  heavily  back  in  the  mid- 
flm Os.  He  quickly  had  second  thoughts. 
Mmpion  not  only  foresaw  the  troubles 
iiijjlv  gathering  over  Detroit,  but  also  real- 
jHd  that  the  auto  companies  would  in- 
'iJjasingly  squeeze  their  suppliers'  profit 
sSrgins.  Campion  didn't  so  much  mind 
,.M  automakers'  putting  on  the  screws  in 
H  1974  crunch.  He  could  accept  that, 
jlpat  he  did  object  to  was  that  the  mar- 
j«s  didn't  improve  as  sales  later  soared, 
■hen  you  cannot  make  money  in  bad 
;Aes  or  good  times,  it's  like  smoking 
bjlre  and  enjoying  it  less,"  he  says  rue- 
sitty.  Never  a  man  to  take  his  lumps 
Jcilely,   Campion  has  already  taken 
w  Siegler  out  of  the  axle-housing  busi- 
ims  and  is  in  the  process  of  shrinking 
Kill  division  making  seats  for  cars  and 
Hcks.  From  $63  million  in  sales  in  1977 
;sj|t  division  will  be  down  to  only  $14 
dalllion  by  next  June  30. 
■In  fact,  only  8%  of  Lear  Siegler's  auto- 
fflltive  business  now  comes  from  sup- 
King  original  equipment  parts.  The  rest 
alnes  from  the  automotive  aftermarket 
■jjfrom  supplying  the  highly  specialized 
I||chine  tools  the  automakers  must  buy 
Blthey  restructure  their  assembly  lines 
|||  the  smaller  vehicles  of  the  1980s. 
Bliilarly,  a  good  chunk  of  Lear  Siegler's 
Bljhnical  products  go  into  military  and 
Blnmercial  aircraft,  two  areas  likely  to 
Blather  the  recession  without  pain.  If 
Bithing,  says  Campion,  "I  think  we 
Hpw  how  to  be  better  managers  in  bad 
ies.  In  good  times  we  tend  to  ease  up 
i  run  things  with  a  freer  rein." 
-lis  breakfast  finished,  Bob  Campion 
iks  anxiously  at  his  watch  and  says, 
th  a  sigh  indicating  his  unwanted  visi- 
should  soon  leave,  "I  guess  I'm  not 
;y  good  at  telling  our  story." 
}n  the  contrary.  ■ 
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Yet  another  giant  company  is  standing  ac- 
cused of  fraud.  Where  were  the  auditors? 


No  place 
to  hide 


Fraud.  Yoi'd  think  that  would  be 
among  the  first  things  auditors 
would  look  for.  Yet  here  we  go 
again  with  Gulf  &  Western  Industries, 
Inc.  being  accused  after  an  exhaustive 
three-year  investigation  by  the  Securi- 
ties &.  Exchange  Commission  of  60 
pages'  worth  of  misdeeds,  unethical  acts 
and  frauds. 

Now  what  exactly  is  the  problem?  If 
fraud  this  be,  why  is  so  much  of  it  slip- 
ping by  the  corporate  auditors?  Why 
aren't  they  more  on  the  alert? 


Gulf  &  Western's  Charles  Bluhdorn 
"A  fair  presentation"? 

The  American  Institute  of  Certified 
Public  Accountants  (AICPA)  seems  clear 
enough  about  an  auditor's  responsibility 
to  detect  wrongdoing:  "The  independent 
auditor  has  the  responsibility  within  the 
inherent   limitations   of   the  auditing 


Numbers  Game 


process  ...  to  search  for  errors  or  irregu- 
larities that  would  have  a  material  effect 
on  the  financial  statements  and  to  exer- 
cise due  skill  and  care  in  the  conduct  of 
that  examination." 

Douglas  R.  Carmichael,  AICPA's  vice- 
president,  auditing,  explains  the  impor- 
tance of  the  word  "material":  "The  basic 
responsibility  of  the  auditor  is  to  see 
what  is  material  in  a  dollar  sense,"  he 
says,  choosing  his  words  carefully.  "In 
other  words,  you  could  have  a  transac- 
tion that  would  reflect  on  the  integrity  of 
management,  or  on  the  character  of  the 
company,  that  would  not  be  material  to 
the  financial  statement."  The  fact  is,  a 
chief  executive  padding  his  expense  ac- 
count wouldn't  count  as  material  even  if 
that  did  suggest  that  the  CEO  wasn't 
scrupulously  honest. 

Generally  speaking,  "materiality"  is 
defined  as  something  with  at  least  a  10% 
impact  on  consolidated  earnings. 

Some  of  the  things  the  SEC  is  accusing 
G&W  of  certainly  seem  "material."  For 
example,  that  alleged  $64.5  million  profit 
from  undisclosed  commodity  sugar  spec- 
ulation in  the  Dominican  Republic  in 
1975  would  seem  to  be  clearly  "material" 
for  a  company  that  was  then  earning 
$140  million. 

G&W's  auditors  are  Ernst  &  Whinney, 
the  big  eight  CPA  firm.  Ernst  &  Whin- 
ney isn't  talking  about  the  situation.  Nei- 
ther is  G&W.  But  a  top  partner  of  a  rival 
auditing  firm  defends  Ernst  &  Whinney's 
actions  in  these  words:  "An  auditor 
must  start  with  the  assumption  that 
management  is  not  trying  to  pull  the 
wool  over  his  eyes.  There  is  one  thing 
that  an  auditor  can  almost  never  find  and 
that  is  a  transaction  that  never  hits  the 
books." 

In  a  similar  vein,  Walter  E.  Hanson, 
senior  partner  of  Peat  Marwick  Mitchell 
&  Co.,  testified  before  Congress:  "Soci- 
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n  the  wreckage  ot  the  bankrupts: 


A  rafl  freight  system 
that's  back  on  the  track 


3n  April  1,  1976,  Conrail  began 
operations  with  the  mandate 
)  rehabilitate  the  rail  facilities  and 
^vitalize  the  rail  freight  service  of 
le  Northeast  and  Midwest,  which 
ad  been  operated  by  six  collapsing, 
ankrupt  railroads. 

The  purpose  was  to  give  shippers 
first-class  service— and  to  remove  the 
burden  of  subsidizing  the  railroad 
from  the  shoulders  of  the  American 
taxpayer. 

bnrail's  17,000  route  mile  system 
jmprises  8.9  percent  of  America's 
lil  route  miles,  but  originates,  ter- 
linates,  or  handles  21.8  percent  of 
le  nation's  rail  traffic. 
Today,  as  a  result  of  a  $2,816  bil- 
on  investment  in  improvements  to 
tvysical  assets,  Conrail  has  never 
een  in  better  shape  to  provide 
rst-class  service— and  to  end  the 
?ed  for  taxpayers'  support. 

Yes,  the  railroad  is  working 

i  the  first  42  months  of  operations 
onrail  acquired  561  new  locomo- 
ves.  Another  2,897  were  over- 
auled,  rebuilt  or  converted.  About 
uee-fourths  of  the  4,400-unit 
icomotive  fleet  is  now  upgraded  or 
placed.  This  cost  $577  million. 
Between  April,  1976,  and  the  end 
•  September,  1979,  heavy  repairs 
ere  completed  on  nearly  64,000 
eight  cars  and  6,304  new  freight 
irs  were  acquired.  This  cost  $511 
illion. 

In  the  same  period,  Conrail 
ivested  $1.1  billion  installing  nearly 
S  million  crossties  and  over  3,600 
ack  miles  of  steel  rail. 

The  result?  A  vital,  efficient 
eight  railroad  is  now  working 
iroughout  the  Northeast  quarter, 
retching  from  Boston  to  St.  Louis; 
om  Chicago  to  Wa  hington.  D.C 

Support  from  unions 

7hen  Conrail  started,  the  unions 
'presenting  Conrail  employees 


promised  their  support.  And  they 
have  given  it. 

In  accordance  with  the  legislation 
that  created  Conrail,  the  railroad  has 
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New  equipment:  only  part  of  the  story 

signed  or  come  to  agreement  with 
the  unions  on  23  new  collective 
bargaining  agreements,  which  will 
replace  246  of  the  285  agreements 
Conrail  inherited  from  its  predeces- 
sor railroads.  They  cover  99  percent 
of  Conrail's  organized  labor  force. 

Financial  results  improved 

The  government  has  put  money 
into  Conrail— as  an  investment. 

By  the  end  of  September,  1979, 
this  investment  totaled  $2.5  billion, 
more  than  88  percent  of  which  has 
been  spent  on  improvements  to 
physical  assets. 

In  addition,  Conrail  has  raised 
more  than  $627  million  in  private 
financing  to  acquire  new  equipment. 

Although  losses  are  still  being 
incurred,  Conrail's  financial  per- 
formance shows  an  upward  trend. 

Yet  Conrail's  ultimate  success 
depends  heavily  on  external  factors. 

Chief  among  them  are  the  state  of 
the  economy  and  the  question  of 
regulation  of  the  rail  industry. 

Regulatory  reform 

Despite  Conrail's  progress  over  the 
>ast  three  and  one-half  years,  it  is 
clear  that  changes  in  the  regulatory 


environment  are  required  if 
Conrail's  dependency  on  Federal 
financial  support  is  to  be  ended  and 
if  financial  self-sustainability  is  to  be 
projected  for  Conrail. 

Conrail  believes  regulatory 
reform  will  be  accomplished  by  1981 
and  future  plans  are  being  made  on 
that  basis. 

Shippers  are  on  the 
right  track  with  Conrail 

Companies  that  depend  on  a  strong, 
efficient  railroad  are  pleased  with 
the  progress  Conrail  is  making. 

"Schenley  is  very  dependent  on 
Conrail,  since  Conrail  exclusively 
serves  most  of  our  plants.  We've  seen 
measurable  improvement  in  Conrail's 

level  of  Service! '  -  Robert  H.  Haberle, 

Vice  President-General  Traffic  Manager, 
Schenley  Distillers,  Inc.,  Cincinnati 

"I  have  been  impressed  by  Conrail's 
responsiveness.  Conrail  has  been  able 
to  provide  an  efficient,  effective  trans- 
portation service  which  is  adaptable 

to  Our  needs!'        -James  Nellis,  President, 
Clipper  Exxpress,  Chicago 

"Pennsylvania  Power  and  Light  and 
its  customers  are  extremely  dependent 
on  Conrail,  as  Conrail  exclusively 
serves  all  of  our  coal-fired  plants.  We 
have  seen  considerable  improvement 
in  Conrail's  level  of  service!' 

—Joseph  H.  Amend, 
Supervisor,  Fuel  Transportation, 
Pennsylvania  Power  and  Light  Company 

"Conrail  has  been  making  improve- 
ments in  bulk  transloading  and  is 
now  providing  the  efficient,  inter- 
modal  transportation  service  we  need 

in  our  industrial  chemical  group!' 

—Gil  G.  Zuek, 
General  Manager,  Transportation, 
FMC  Corporation,  Philadelphia 

To  learn  how  Conrail  can  serve  your 
shipping  needs,  write  James  A. 
Hagen,  Senior  Vice  President,  Con- 
solidated Rail  Corporation,  Six 
Penn  Center  Plaza,  Philadelphia,  PA 
19104. 


CONRAIL" 


It  helps  architects 
plan. 


J'  would  like  to  invest  additional  re- 
,'irces  in  the  audit  function,"  he  said, 
jily  as  long  as  the  additional  benefits 
:eed  the  additional  costs.  Additional 
liting  past  this  point  will  not  be  re- 
dded by  commensurate  benefits." 
•slow  this  is  scarcely  surprising.  If  a 
npany's  management  itself  has  been 
nmitting  fraud,  that  management  is 
dly  going  to  welcome  an  increased 
.  ^enditure  on  auditing  fees  to  better 
|  ect  fraud. 

The  auditing  profession  clearly  recog- 
,es  that  its  fraud  detection  procedures 
not  entirely  effective.  Recently  there 
/e  been  a  series  of  intensive  discus- 
ns  aimed  at  clearing  up  the  many  gray 
as.  In  fact,  the  AICPA  formed  a  sub- 
nmittee,  headed  by  Price  Water- 
jse's  Donald  R.  Ziegler,  to  try  to  bet- 
understand  how  frauds  are  commit- 
and  how  they  can  be  more  surely 
ected  and  dealt  with  by  auditors.  Oth- 
ruestions  the  subcommittee  should  be 
ding  with:  How  can  an  auditor  use 
armation  which  is  in  his  hands  to 
ect  fraud  before  the  SEC  does?  And 
that  matter,  when  a  red  flag  of  poten- 


top  partner  of  a  rival  audit- 
firm  defends  Ernst  & 
tinney's  actions  in  these 
»rds:  "An  auditor  must  start 
th  the  assumption  that 
inagement  is  not  trying  to 
11  the  wool  over  his  eyes, 
ere  is  one  thing  that  an 
ditor  can  almost  never  find 
d  that  is  a  transaction  that 
ver  hits  the  books." 


[  fraud  does  spring  up,  how  far  is  it 
sonable  to  push  a  client? 
During  the  three  years  of  the  SEC  m- 
itigation,  Ernst  &  Whinney  has  stood 
unchly  by  GikW's  side.  In  G&W's 
»st  recent  10K,  dated  Oct.  24,  1979,  a 
mth  before  the  SEC  complaint  became 
Dlic,  the  firm  wrote:  "Ernst  &  Whin- 
/  have  advised  G&W  that  nothing  has 
he  to  their  attention  in  the  course  of 
■  investigation  which  would  lead  them 
conclude  that  G&W's  financial  state- 
:nts  require  any  adjustment  for  a  fair 
sentation." 

t  may  turn  out,  of  course,  that  Ernst  & 
linney  was  entirely  correct — that  Gulf 
Western  committed  no  fraud  at  all. 
t  if  the  SEC  makes  its  point  and  ad- 
nisters  the  usual  wrist  slap  of  forcing 
to  agree  not  to  do  such  things 
fin,  history  suggests  that  stockholder 
ss-action  lawsuits  will  inevitably  fol- 
v.  Not  only  can  this  be  very  expensive 
the  company,  it  could  cost  Ernst  & 
linney  millions  in  settlements.  At  this 
nt,  says  the  AICPA's  Carmichael, 
te  auditor  can  do  almost  nothing  but 
Try." — Richard  Greene 


At -A- Glance  Personal  Planners 

Keep  your  best  laid  plans  from  going  astray. 
Survey  your  day,  week  or  month  At  »A«  Glance. 


SHEAFFER  EATON 


TEXTRON 


Sheaffer  Eaton  Division  of  Textron  Inc 


Whether  your  goal  is  long  or 
short  term  growth . . . 

CONSIDER  GOLD 


Americans  today  are  buyin 
gold  —  and  imported  gold 
coins  in  particular  —  in 
unprecedented  quantities. 
Recent  figures  indicate 
that  the  import  of  gold 
bullion  coins  for  1979  was 
double  those  of  1977. 

Here  at  Monex,  we  think 
more  Americans  are  switchin 
a  porrion  of  their  paper  money 
into  real  money  for  four  solid  reasons:  1)  A 
growing  concern  with  inflation  and  the 
shrinking  value  of  the  dollar  in  terms  of 
real  purchasing  power.  2)  A  growing  reali- 
zation of  all  the  things  you  can  do  with 
gold  besides  "saving  it  for  a  rainy  day."  3) 
A  growing  awareness  of  gold's  flexibility  in 
meeting  a  variety  of  short-term  and  long- 
term  financial  goals.  4)  The  growing  popu- 
larity of  one  particular  coin,  the  South 
African  Krugerrand,  as  the  most  conven- 
ient, logical  way  to  own  gold. 

Why  this  overwhelming  preference  for 
the  Krugerrand?  Because  it  contains 
exactly  one  troy  ounce  of  gold,  so  it  is  easy 
to  price,  buy,  and  sell. 


Do  it  now. 


et  the  free  facts  about  the 
Krugerrand  from  Monex,  the 
world's  largest  investment 
firm  specializing  in  pre- 
cious metals  for  the  indi- 
vidual investor. 


Call  toll-free  (800)  854-3361. 

(California  call  (800)  432-7013.) 
simply  mail  coupon  below. 


r 


MONEX  INTERNATIONAL,  LTD. 

4910  Birch  Street  •  Newport  Beach,  CA  92660 
Gentlemen: 

I  want  to  look  into  the  subject  of  gold,  how  to  buy  it, 
where  to  buv  it,  and  whv  I  should  Please  send  me 
current  facts  on  the  subject,  including  your  booklet  on 
whv  the  best  way  to  own  gold  is  the  Krugerrand.  I 
understand  there  is  no  cost  or  obligation  on  mv  part. 


Name. 


City,  State,  Zip_ 


Business  Telephone  

Home  Telephone  

Approximate  cash  available 
tor  coin  investment  $  


Monex  International  Ltd  isa  registered  Commodity 
TradingAdvisor  _  _F9D24J 
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ay  sound  as  unlikely  as  that  movie  about 
'  limning  the  big  university  bike  race, 
>ut  it's  true:  Dayton's  Huffy  Corp.  and  the  rest 
)f  the  U.S.  bike  industry  have  finally  taken  the 
J.S.  market  back  from  the  foreigners. 


Breaking  away 


By  James  Cook 


iffy  Chairman  Stuart  Non'irop 
rthe first  time  in  years,  an  adult  market  for  bikes. 


FOREIGN  COMPETITION  has  drii 
raft  of  American  industries  t 
wall  since  the  end  of  the  yi 
everything  from  shoes  and  textili 
steel  and  consumer  electronics — b 
the  past  few  years,  at  least  one 
industry  has  triumphantly  reassert! 
self:  the  $750  million  U.S.  bicycle  IxU 
try.  And  it  has  done  so,  not  so  r| 
because  the  dollar  has  gotten  cheapcj 
government  bike  regulation  more  <i 
gent — though  both  have  unquestion 
helped — but  by  that  most  basic  of I 
italist  strategies,  producing  a  compal 
product    at    significantly  lower 
"These  days,"  says  Stuart  J.  Nortlj 
54,  chairman  and  chief  executive  of 
ton,  Ohio's  Huffy  Corp.,  the  U.S.'  rj 
ber  one  (and  the  world's  number 
bicycle  producer,  "the  American  bik) 
dustry  is  the  world's  low-cost  sourJ 
bikes  for  the  American  market." 

That's  a  far  cry  from  the  situatij 
decade  or  so  ago.  During  the  Fifties! 
Sixties,  the  lower-cost  foreign  bike  rj 
ufacturers  easily  called  the  tune  in 
U.S.  market.  Their  prices  were  so 
they  drove  the  U.S.  tire-,  chain- 
brakemakers  out  of  the  business,  incj 
ing  some  giants  like  General  Motorsr 
years  the  U.S.  bike  manufacturers  tb 
selves  were  forced  to  live  off  foil 
components  and  paper-thin  marginsj 
that  has  changed,  mainly — and  parai 
ically — because  in  the  early  Seventiej 
mand  for  lightweight  European-style) 
speed  bikes  went  through  the  roof. 

"In  the  Sixties,"  Northrop  says,  ' 
bike  was  considered  a  kid's  toy.  If 
were  17,  you  were  at  least  suppose 
have  the  keys  to  Dad's  car.  But  in 
Seventies,  suddenly  the  ten-speed 
was  there.  It  had  a  sort  of  macho  ra> 
image,  and  whatever  it  had  it  had  so 
how  become  acceptable."  Demand 
ploded,  and  for  the  first  time  in  yj 
there  was  an  adult  market  in  the  U.S| 
bicycles.  Adult  bicycle  consumpi 
went  from  6%  of  the  market  in  [1 
maybe  400,000  units,  to  25%  currer) 
or  2.5  million  units — nearly  50%  if  I 
call  "adults"  everyone  over  the  age  on 
In  three  years,  between  1971  and  1< 
the  industry  sold  over  43  million  bikf 
twice  the  usual  rate — and  at  the  heigt 
the  boom  foreign  producers  suppliec 
unprecedented  34%  of  the  U.S.  mar 
But  in  1975,  when  demand  rccedec 
more  normal  levels,  the  market 
awash  with  unsold  bikes,  and  the  m| 
U.S.  producers  were  back  in  the  I 
again.  During  the  boom,  Huffy  and 
other  major  producers — Murray  0 
and  AMF — had  poured  money  into 
ger  and  more  efficient  plants  and  wol 
up  with  a  significant  cost  advant; 
"The  American  industry,"  says  N 
throp,  "now  has  the  lowest  man-hq 
per  bicycle  of  any  bike  industry  in 
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mow  an  industrial  produc 
from  Colt  Industries 
helps  give  a  substantial  b 
to  American  productivity. 


New,  super  high  speed  steels  produced  by  our  Crucible  Specialty  Metals 
Division  are  helping  the  nation's  toolmakers  turn  out  durable  metal- 
;  cutting  tools  that  produce  more  parts— and  produce  them  faster.  Our 
;  Crucible  Particle  Metallurgy  process  produces  a  completely  uniform  steel 
structure,  so  that  tools  made  from  our  CPM  steel  perform  the  same  way 
every  time.  There's  longer  tool  life  and  less  tool  maintenance,  resulting  in 
j  significantly  higher  productivity.  With  process  and  product  improvement 
like  this,  it's  not  surprising  that  our  Crucible  divisions  are  leaders  in  spe- 


Colt  Industrie! 


cialty  steels.  Or  that  Colt  Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy.  For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  BB,  430  Park  Avenue,  New  York,  NY  10022. 

Fairbanks  Morse  diesel  engines  'Fairbanks  scales  -Pratt  &  Whitney  and  Elox  production  equip- 
ment ••Quincy  compressors  'Central  Moloney  transformers  'Trent  welded  stainless  steel  pipe  and 
tubing  'Crucible  permanent  magnets  and  coil  springs 'Colt  firearms  JHolley  carburetors 

1Chandl.ervEvans  fuel  controls  'Fairbanks  Morse  pumps  □  Crucible  specialty  steels  OGarlock  industrial 
seals  'Stemco  truck  products  'France  compressor  products  LjMenasco  shock  mitigation  systems. 


orld.  In  most  'industries  you've  got  to 
ive  a  scale  facility  in  order  to  compete. 

the  Sixties,  600;000  units  was  a  scale 
cility.  Now  you've  probably  got  to  pro- 
ice  1.2  million  to  be  competitive.  Size 
akes  all  the  difference.  You  can  plot 
»ur  profit  margins  according  to  the  size 

your  plant." 

In  the  shakeout  that  followed,  U.S. 
oducers  like  H.P.  Snyder  and  Iverson 
ent  out  of  business,  the  Europeans  and 
panese  withdrew  from  the  medium- 
id  lower-priced  mass  market  and  re- 
□uped  in  the  higher-priced  premium 
arkets,  while  Huffy  set  about  winning 
ielf  a  significantly  larger  market  share, 
id  how!  Huffy 's  share  went  from  23% 
U.S.  production  in  1974  to  over  35% 
is  year — vs.  maybe  30%  for  Murray 
lio,  11%  for  Schwinn  and  about  10% 
:  AMF.  The  impact  on  Huffy's  earnings 
is  breathtaking.  In  just  five  years,  they 
ared  181%  (to  $5.7  million)  on  a  39% 
in  in  sales  (to  $201  million),  while  its 
turn  on  equity — which  dropped  as  low 
3%  in  1971 — began  to  move  into  the 
-atospheric  18%  its  market  dominance 
titled  it  to. 

Under  Northrop,  who  came  in  as  presi- 
nt  in  1972  after  four  years  as  a  vice 
esident  at  Singer,  Huffy  made  a  good 
ing  even  better  by  restructuring  the 
mpany — dumping  its  loss  operations 
d  diversifying  in  more  promising  and 
□fitable  directions.  Huffy  had  started 
t  in  the  mid-Twenties  as  Huffman 
anufacturing,  making  auto  service 
uipment — it  is  still  the  U.S.'  leading 
aker  of  gasoline  cans  (a  bonanza  busi- 
ss  currently),  oil  can  spouts,  oil  filters 
d  jack  stands — and  over  the  years 
inched  out  into  bicycles  (in  1934)  and 
to  power  lawn  mowers  (in  1950).  Nor- 
rop  liquidated  its  long-profitless  power 
3wer  business  in  1975 — at  a  $3.9  mil- 
m  loss — and  picked  up  a  fishing  and 
sketball  equipmentmaker,  Frabill 
anufacturing,  for  $2.9  million  in  stock 
d  notes  in  1977. 

"We're  constantly  pursuing  diversifi- 
tion  opportunities,"  Northrop  says. 
Mien  I  came  here,  about  120%  of  our 
rnings  came  from  bikes.  We've 
aught  that  down  to  85%.  The  bike 
siness  is  tremendous,  so  there  isn't 
y  urgency.  But  we'd  be  a  stronger  com- 
ny  if  bikes  were  less  than  85%." 
Huffy's  newly  won  success — and  that 
the  industry — wasn't  based  on  a  cost 
vantage  alone,  ft  also  reflected  a 
ange  in  the  way  in  which  bicycles 
aved  into  the  market.  Until  a  decade  or 
ago,  close  to  50%  of  U.S.  bicycles  were 
Id  through  bike  shops,  which  offered  a 
:mium-priced  product  with  custom 
■vice.  But  in  the  Seventies  the  balance 
gan  to  shift  decisively  to  the  mass 
:ailers — not  only  the  old  Hue  compa- 
ss like  J.C.  Penney,  Montgomery  Ward 
d  Sears,  Roebuck,  but  the  new  dis- 
unt  retailers  like  K  mart  and  Woolco, 


Caldor,  Zayre  and  Target — who  took 
consumer  durables  like  bikes  and  sold 
them  on  a  supermarket  scale  at  super- 
market prices. 

To  accomplish  this,  Huffy  had  to  pro- 
duce ten-speed  products  that  required  a 
minimum  of  service.  "In  the  mass  retail 
market,"  Northrop  says,  "once  a  product 
is  sold,  it's  got  to  stay  sold.  It  can't  keep 
coming  back  to  the  store  for  adjust- 
ment." So,  instead  of  leaving  the  retailer 
to  adjust,  and  assemble  the  product, 
Huffy  preadjusts  both  the  derailleurs  (the 
ten-speed  gear  assembly)  and  the  caliper 
brakes  and,  except  for  some  minor  as- 
sembly work,  the  bikes  are  ready  to  go 
when  they  arrive  in  the  store. 

As  a  result,  once  the  pressure  of  short- 
ages was  off,  the  U.S.  manufacturers 
squeezed  the  imports  out  of  the  mass 
retail  markets,  leaving  the  bike  shops 
with  premium-priced  imports  like  Ra- 
leigh, Peugeot  and  Fuji  and  U.S.  labels 
like  Ross,  Columbia  and  Schwinn.  By 
1979  the  mass  retailers  had  pinned  down 


By  1 979  the  mass  retailers  had 
pinned  down  a  good  75%  of  the 
bike  market  and  were  still  en- 
larging their  share.  Huffy  was 
far  and  away  the  U.S.'  biggest- 
selling  label,  outselling  its 
nearest  competitor,  Schwinn, 
by  a  2-to-l  margin. 


a  good  75%  of  the  market  and  were  still 
enlarging  their  share.  Huffy  was  far  and 
away  the  U.S.'  biggest-selling  label,  out- 
selling its  nearest  competitor,  Schwinn, 
by  a  margin  of  2  to  1 . 

Now  that  the  boom  has  gone  bust,  the 
industry's  growth  has  subsided  to  a  more 
modest  10%  annually — well  above  the 
6%  growth  rate  that  has  prevailed  since 
1950.  Northrop  doubts  the  industry  can 
sustain  it  for  long.  Though  U.S.  bicycle 
demand  has  doubled  every  decade  since 
the  Twenties,  Northrop  expects  no  more 
than  a  50%  increase  in  the  Eighties.  Still, 
a  50%  increase  is  50  million  more  units, 
and  that  should  be  quite  enough  growth 
to  sustain  everybody. 

Northrop  is  determined  that  Huffy  is 
going  to  get  at  least  its  share  of  the 
growth  ahead.  He's  building  a  $16  mil- 
lion, 1 -million-unit  plant  at  Ponca  City, 
Okla.,  which  he  expects  to  get  into  pro- 
duction next  July.  It  will  eventually  raise 
Huffy's  capacity  by  as  much  as  30%,  to 
roughly  4  million  units  a  year — only  a 
few  hundred  thousand  fewer  than  Great 
Britain's  T.I.  Raleigh  Ltd.,  the  world's 
largest  manufacturer,  produces  in  some 
17  countries  around  the  world. 

With  the  growth  rate  slackening  off 
and  a  recession  in  prospect,  Huffy  could 
conceivably  be  building  to  serve  a  mar- 
ket that  may  never  materialize.  Will  the 
adult  bike  market  collapse  the  way  the 


skateboard  and  the  pet  rock  did?  "It 
guts,"  Northrop  concedes,  "to  say  I 
increasing  the  capacity  of  the  com 
in  1980."  But  he  isn't  much  worriei 
is  not,  mind  you,  counting  on  gas 
shortages  to  trigger  an  upsurge  in 
demand.  Rather,  he's  counting  on 
tinuing  demand  from  Huffy's  pri 
market,  the  mass  retailers.  Retailers 
K  mart,  he  says,  talk  about  adding 
new  stores  a  year,  and  to  stock  } 
they're  going  to  need  bicycles  along; 
everything  else.  "These  retailers  coir 
us,"  Northrop  says,  "and  they  say  J 
have  the  financial  capability  to  op| 
stores  this  year.  We  know  how  r 
square  feet  we're  prepared  to  alloca 
bikes,  the  kinds  of  returns  we  car 
and  how  many  bikes  we'll  need.  Are 
going  to  expand  your  capacity  to  ^ 
our  demand?'  "  Huffy's  Ponca  City  jj 
answers  that  question  decisively. 

In  putting  its  chips  on  the  mass  re 
ers,  Huffy  has  no  intention  of  losini 
own  identity.  Like  Murray  Ohio,  wj 
markets  most  of  its  production  ui 
private  labels,  largely  through  S 
Huffy  produces  private-label  bicycle! 
companies  like  Penney,  Ward  and  K  n 
which  will  sell  no  other  brand.  Bu 
bulk  of  its  output — over  60%— 
moves  under  the  Huffy  label  througj 
tailers  like  Caldor,  Zayre,  Woolco 
Target.  "The  true  discounter,  afterj 
wants  a  nationally  branded  produc 
discount,"  Northrop  says.  As  Huffy's 
ads  make  clear,  that's  what  Huffy  is]] 

Northrop's  bike  strategy  suggestsl 
direction  Huffy's  future  diversificatic 
likely  to  take — not  simply  leisure  t) 
durable  goods  manufacture,  but  manii 
tured  goods  adaptable  to  mass-ma 
retailing.  "If  K  mart  sells  a  produc 
ought  to  be  selling  it,"  he  says,  "w 
interested  in  it — at  least  if  it  isn't  j 
goods.  We  know  these  people,  how 
create  the  lines  they're  interested  in,, 
design,  the  manufacture,  tying  in 
product  with  the  retailer's  promotio! 

So  far  the  strategy  has  paid  off.  Iri 
fiscal  1980  first  quarter  (ended  Sept. 
Huffy's  earnings  tripled  on  a  35% ! 
crease  in  sales.  The  first  quarter  was  {) 
a  year  earlier,  but  oncoming  recession 
no,  all  things  considered,  the  rest  of 
year  looks  bright.  Retail  bike  inv 
tories,  Northrop  explains,  are  below  i 
mal,  manufacturer's  inventories  are  r] 
existent  and  order  backlogs  are  unusu 
high.  Thus,  despite  startup  costs  at 
Ponca  City  plant  that  should  cut  ei 
ings  in  fiscal  1980  by  20  cents  a  shl 
Huffy  will  not  be  too  hard  put  to  post 
26%  to  49%  gain  in  earnings  for  the 
year  some  analysts  predict  for  it.  W 
Huffy  aims  at  these  days  is  a  20%  ami 
increase  in  earnings  and  an  average  1 
return  on  equity.  And  that  tells  you  h 
far  Huffy  has  come.  They're  not  the  go 
you'd  expect  from  an  industry  in  dan 
of  being  run  over  by  imports.  ■ 
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ecTheideakit  for  growing  conpanie 
caught  in  the  travelcost  squeeze. 


There's  no  reason  on  earth 
to  let  the  rising  costs  of  business 
]  travel  squeeze  the  growth  out  of 
I  your  company. 

Not  when  you  can  get  the 
!  jame  kit  that  has  already  helped 
j  lundreds  of  companies  put  a  lid 
pn  those  costs. 

It's  the  Beechcraft  Business 
(Flying  Kit.  And  it's  specifically 
j  designed  to  help  you,  step:by-step, 
I  take  a  realistic  look  at  whether  a 
j  company  airplane  can  help  solve 
i  your  business  travel  problems. 

Truth  is,  a  company  airplane 
!  may  not  be  the  answer  for  you. 
!  But  with  this  kit  in  your  hand, 
|  you'll  know  for  sure.  One  way  or 
:  ;he  other. 

And  this  year,  the  kit  has 
!  Deen  up-dated  and  expanded  with 
mew  information  that  makes  objec- 


tively evaluating  a  company  air- 
plane even  easier. 

Inside  the  kit,  you'll  also  find 
answers  to  the  most  important 
questions  you  have  about  owning 
a  company  airplane.  How  do  you 
determine  the  need  for  one?  Will 
it  be  a  good  investment?  What 
financing  plans  are  available?  . 

The  kit  even  helps  you  deter- 
mine the  actual  net  capital  cost  to 


your  company  of  owning  a  bu 
ness  airplane,  like  the  Beechcrc 
Duke  shown  here. 

Find  out  for  yourself  why  tl 
company  airplane  is  the  faste 
growing  mode  of  business  trav 
today. 

Send  for  your  free  Beechcre 
Business  Flying  Kit  now. 

r------------------------ 

}  Write  on  your  company 
{  letterhead  to:  Beech  Aircraft 
j  Corporation,  Dept.K9,  Wichita 
i  Kansas  67201.  Ask  for  out 
!  free  Business  Flying  Kit,  and 
i  please  mention  if  you're  a  pi 
!  lot.  If  you'd  rather  call,  make 
J  it  collect  and  ask  for 
j  Dick  Schowalter,  Jr.  (tfjs 'uc&{ 
!  316-681-7072.  ( 

I     Member  General  Aviation  ]  flEBBJ 

■    Manufacturers  Association  «9  ■  III  I 


The  Beechcraft  Duke.  A  6-seat,  cabin  class,  pressurized  airplane 
that  can  speed  you  along  in  style  and  comfort  at  over  270  mph. 


&  m 
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Companies  which  set  up  a  special  tax- 
exempt  trust  for  funding  employee  bene^ 
fits,  such  as  health,  accident  and  disability 
insurance,  may  realize  substantial  reduc- 
tions in  costs  compared  with  conventional 
insurance  plans, 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives* 


It  is  no  news  to  corporate 
management  that  outlays  for 
employee  benefits  have  been  ac- 
celerating at  a  rapid  pace  and  are 
likely  to  continue  to  do  so. 

Overall,  the  cost  of  provid- 
ing employee  benefits  has  been 
increasing  at  an  average  rate  of 
14%  a  year,  going  from  less  than 
$2  billion  in  1950  to  an  estimat- 
ed $60  billion  in  1978.  Benefit 
plans  can  cost  as  much  as  35%  to 
40%  of  the  amount  paid  in  sala- 
ries. At  many  companies,  health 
insurance  for  employees  has  be- 
come the  single  most  expensive 


item  that  the  company  buys 
from  an  outside  supplier. 

How  long  can  this  continue? 
Since  it  is  the  function  of  em- 
ployee benefit  plans  to  cover  rap- 
idly rising  medical  costs  and  to 
replace  lost  job  income,  and 
since  inflation  places  increasing 
pressure  on  employees'  real  in- 
come, they  may  expect  benefit 
payments  to  rise  accordingly.  On 
the  other  hand,  corporations  - 
which  must  bear  the  brunt  of  the 
premium  costs  involved  —  are 
looking  for  sound  financial 
alternatives. 


One  way  now  coming  into 
wider  use  is  through  benefit 
self-funding. 

No  reserves  versus 
reserves 

The  most  direct  self-funding 
technique  involves  paying 
claims  (for  example,  hospitaliza- 
tion claims)  directly  out  of  the 
company's  cash  flow.  No  re- 
serves for  future  claims  are  set 
aside.  And  since  no  premiums 
are  paid,  it  is  possible  to  save  the 
cost  of  the  premium  taxes  other- 
wise payable  by  the  insurance 
company. 

The  firm,  in  effect,  becomes 
its  own  insurer  on  a  pay-as-you- 
go  basis.  However,  stop-loss  in- 
surance is  usually  purchased  to 
protect  against  unexpectedly  se- 
vere claims  experience.  Because 
of  ERISA  restrictions,  such  self- 
funded  plans  may  be  suitable 
only  for  companies  which  pay  all 
premiums  and  do  not  require 
employee  contributions  to  their 
plans. 

For  many  other  companies,  a 
tax-exempt  trust  may  be  the 


employee 


most  satisfactory  form  of  self- 
funding.  This  type  of  trust  is 
essentially  a  vehicle  for  setting 
aside  funds  and  building  up  re- 
serves through  investment.  It  is 
limited  to  voluntary  benefits,  in 
contrast  to  those  benefits,  such 
as  workers'  compensation,  which 
are  mandatory  under  federal  or 
state  law.  Such  a  trust  may  be 
established  and  administered  so 
as  to  qualify  for  exemption  from 
federal  income  tax. 

A  tax-exempt  trust  is  set  up 
to  fund  a  formal  plan,  drawn  to 
meet  the  specific  needs  of  an  in- 
dividual company.  Employer 
and  employee  contributions  are 
turned  over  to  the  fund's 
trustees,  who  also  pay  claims  and 
expenses  and  invest  excess  funds. 
With  a  qualified  fund,  employer 
contributions  are  deductible  as 
business  expenses,  and  benefit 
payments  are  generally  not  taxa- 
ble to  employee  recipients. 

Shelter  from  taxes 

And  most  important,  the  in- 
vestment income  of  the  trust 
(other  than  unrelated  business 
income)  is  ordinarily  not  subject 
to  federal  income  tax. 

The  result  may  be  a  substan- 
tial reduction  in  costs  for  a  plan 
funded  through  a  trust  as  com- 
pared with  traditionally  insured 
plans  —  particularly  on  coverages 
which  develop  large  claim  re- 
serves, such  as  long-term  dis- 
ability. All  of  which  may  net  out 
to  lowered  expenses  for  em- 
ployee benefits. 

To  achieve  the  potential  pre- 
mium savings  involved,  self- 
funding  of  employee  benefits  ap- 
pears to  be  most  worthwhile  for 
companies  with  over  1,000  em- 
ployees, although  smaller  com- 
panies also  gain  under  the  right 
circumstances. 


In  any  event,  the  potential 
benefits  of  self-funding  should 
be  weighed  against  cost-cutting 
plans  offered  by  insurers,  such  as 
experience  rating  and  minimum 
payment  plans,  which  can  sub- 
stantially reduce  premiums  and 
increase  cash  flow  while  pro- 
viding full  insurance  company 
services. 

Administering  the  plan 

Once  the  decision  to  self- 
insure  is  reached,  most  busi- 
nesses find  they  will  have  a 
need  for  administrative  services 
furnished  by  a  professional  out- 
side supplier.  These  services  in- 
clude consultation  on  the  estab- 
lishment of  a  benefit  plan,  its 
planning  and  design,  and  the 
creation  of  a  tax-exempt  trust. 

After  the  plan  is  in  opera- 
tion, claims  administration 
becomes  the  most  important 
function  of  the  outside  admin- 
istrator, together  with  the  prep- 
aration of  booklets,  documents, 
government  reports  and  other 


communications.  ESIS,  one  of 
the  IN  A  companies,  can  supply 
these  services  to  business 
through  its  employee  benefits 
division. 

Comprehensive 
business  insurance 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry  around 
the  world. 

For  an  informative  booklet 
on  self-funding  employee  bene- 
fits, write  INA,  1600  Arch 
Street,  Philadelphia,  PA  19101. 


Dont  take  our  word,  take  theirs 

When  a  third  party  determines  an  employee's  eligibility  for  bene- 
fits, the  decision  may  be  more  readily  accepted  than  when  it  is  made 
by  the  employer's  own  people. 

This  is  one  reason  some  companies  with  self-funded  plans  prefer  to 
have  a  professional  outside  company  administer  their  claims. 

Meeting  requirements  of  this  kind  typifies  INA's  comprehensive 
full-service  approach  to  increasingly  sophisticated 
business  insurance  and  risk  management  problems. 

The  Professionals 


here's  nothing  glamorous  about  Apogee  En- 
\rprises.  Nothing  but  its  profits,  that  is. 


Feasting  on 
crumbs 


The  Up-And-Comers 


wsee  Enterprises  Chairman  Russ  Raumgardner 

Lund  myself  in  a  very  archaic,  dull,  dead-end  business— and  I  had  a  ball. 


On  Xerxes  Avenue  South  in  Minneapo- 
lis, Minn,  (yes,  they've  also  named  a 
"North"  after  the  old  Persian),  there  lives 
a  company  with  the  equally  grand-sound- 
ing name  of  Apogee  Enterprises.  People 
are  forever  making  jokes  about  its  being 
a  company  that's  "going  around  in  cir- 
cles" (since  an  apogee  is  the  point  at 
which  an  orbiting  satellite  is  at  its  great- 
est distance  from  the  earth). 

But  this  company  definitely  isn't.  Lit- 
tle $74  million  (sales)  Apogee  has  an 
earnings  growth  record  of  around  22%  a 
year  compounded  for  the  past  five  years, 
and  a  return  on  equity  (with  debt  now 
37%  of  capitalization)  that's  been  run- 
ning 16.8%  and  rising  (last  year  it  was 
22%).  When  you  are  making  auto  and 
building  glass,  aluminum  window  frames 
and  Venetian  blinds,  like  Apogee,  that's 
.  .  .  well,  okay,  that's  out  of  this  world. 

It  was  all  sort  of  an  accident,  says 
Chairman  and  President  Russell  H. 
Baumgardner,  61,  who  started  the  com- 
pany with  just  $10,000  in  1949  and  today 
controls  a  35%  position  in  Apogee  that's 
worth  around  $10  million  in  the  o-t-c 
market  where  the  stock  trades  at  a  re- 
spectable 9  times  earnings. 

"I  was  a  struggling  young  lawyer  out  in 
Minneapolis  when  one  day  these  three 
guys  come  into  the  office  wanting  to 
incorporate  a  glass  company,"  Baum- 
gardner recalls,  speaking  as  if  he  had  his 
grandchild  on  his  knee.  "Two  of  them 
were  just  glazing  stiffs — workers.  The 
other  was  a  used-car  jockey." 

Their  idea  was  sound  enough:  Buy 
auto  safety  glass  (which  was  flat  back  in 
1949)  and  cut  it  down  into  impulsion 
plates  for  television  sets  that  would  pro- 
tect viewers  should  the  tube  explode, 
They  could  undercut  the  heavily  back- 
logged  competition  by  persuading  a 
glassmaker  to  leave  off  the  usual  "watei 
bug"  mark  that  was  put  two  inches  in 
from  the  edge  on  all  auto  glass  to  show 
quality  specifications.  That  extra  twc 
inches  on  every  piece  of  glass  meant 
lower  costs  and  therefore  lower  prices.  A 
local  television  set  manufacturer  boughl 
the  idea.  A  glass  company  agreed  to  leave 
off  the  water  bug,  if  it  was  prepaid  for  its 
product.  But  at  the  last  moment  the  fi- 
nancial backers  got  cold  feet. 

The  end  of  a  good  idea?  No.  The  begin- 
ning of  Baumgardner's  career  as  an  entre- 
preneur. "These  three  guys  were  m> 
partner's  clients  and  he  says  to  me 
'Look,  these  guys  are  desperate,'  "  says 
Baumgardner.  "My  partner  asks,  'Wh) 
don't  you  look  at  the  situation?  It's  simi 
lar  to  some  of  the  things  you  were  telling 
me  your  Dad  got  into.'  " 

That  last  phrase  clinched  it.  The  eldei 
Baumgardner  had  run  an  investment  ad 
visory  firm  in  Washington,  D.C.  thai 
dabbled  in  turnaround  deals  among  thf 
many  asset-rich  companies  left  high  anc 
dry  by  the  end  of  World  War  li.  Younj 
Russ  Baumgardner  had  gone  to  work  fo: 
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is  father  right  after  leaving  law  school. 

his  rather  didn't  retire  as  promised 
:  65  [with  the  memorable  line  "Retire- 
lent  is  a  state  of  mind"),  Russ  quit  and 
ent  back  to  Minnesota  to  start  a  law 
ractice.  "I  said,  'Dad,  you're  never  going 
)  quit,'  "  he  recalls,  "and  I  was  right.  At 
le  age  of  80  he  still  had  ten  clients." 
Now,  a  few  years  later,  Russ  Baum- 
irdner  had  a  chance  to  try  his  own  hand 
:  his  father's  game,  and  he  grabbed  it. 
e  lent  the  three  men  $10,000,  twice 
leir  combined  investment.  The  busi- 
ess  began  to  prosper. 
But  just  when  Baumgardner  was  con- 
atulating  himself  on  how  easy  it  is  to 
t  back  and  collect  interest  payments, 
2  learned  from  the  workmen  that  the 
sed-car  salesman  was  robbing  the  little 
impany  blind  to  fuel  a  taste  for  high 
ving.  "He  had  shortstopped  the  receiv- 
es and  pledged  the  assets — the  thing 
as  broke,"  says  Baumgardner  with  an 
nused  Santa  Claus  chuckle.  Nearly 
7,000  was  missing — all  the  firm's  equi- 
■  and  then  some.  It  was  what  bankers 
ill  a  "welcome  to  the  business,  part- 
;r!"  situation.  To  protect  his  loan 
lumgardner  and  the  two  workers 
eked  in  an  additional  $5,000  in  equity 
ter  getting  the  used-car  salesman  to 
irrender  his  stock  (to  the  company). 
Just  as  the  company  was  getting  back 
l  its  feet  in  replacement  auto  glass,  one 
the  two  workmen  died.  Baumgardner 
mght  him  out  and  started  spending  one 
ly  a  week  at  the  shop.  Feeling  a  bit 
lilty  about  how  hard  the  one  remaining 
orkman,  Harold  Burrows,  was  work- 
g,  Baumgardner  sold  him  an  additional 
)%  interest  in  the  company  for  $100 
lest  he  wake  up  one  day  and  say,  'That 
tmned  lawyer!'  ").  Now  the  two  owned 
ie  company  50-50. 

A  year  later  Baumgardner's  law  partner 
lied  him  in.  It  was  1951.  "  'Russ,'  he 
id,"  Baumgardner  recalls  in  the  man- 
;r  of  a  midafternoon  soap  opera,  "  'ei- 
ier  screw  around  with  that  little  glass 
>mpany  or  practice  law.'  " 
A  crucial  turning  point  in  the  Baum- 
irdner  career!  He  pauses  to  savor  the 
ama  of  it  all:  how  he  broke  the  bad 
:ws  to  poor  old  Harold  Burrows  that  he 
as  cashing  in  his  chips,  how  Harold 
eaded  with  him  to  stay  just  one  more 
:ar,  how  Russ  turned  him  down  yet 
;ain,  how  he  changed  his  mind  while 
iving  home  that  night,  and  finally  how 
:  bade  farewell  to  his  law  partner. 
"Frankly,  I  was  a  mediocre  lawyer," 
lumgardner  admits.  "Hell,  I  was  at- 
acted  to  cases  that  had  no  money  in 
iem!  I  remember  I  had  one  where  a  guy 
»t  a  ward  of  the  state  pregnant  and 
anted  to  marry  her."  (Exasperated  by 
,e  bureaucratic  delays,  Baumgardner  fi- 
ll ly  gave  Romeo  the  unlawyerlike  hint 
at  he  could  get  hitched  legally  in  neigh- 
iring  Wisconsin.) 

Does  Baumgardner  still  miss  his  law 


practice?  Indeed  he  does.  "I  can't  imag- 
ine a  better  way  of  spending  your  time," 
he  says.  "That'll  be  my  second  career." 

As  it  happened,  Baumgardner's  full- 
time  entry  into  the  glass  business  in 
1951  was  nicely  timed.  Two  years  later 
Detroit  came  out  with  curved  auto- 
mobile windshields.  "All  of  the  tradi- 
tional wholesalers  looked  at  this  thing  as 
a  nuisance,"  he  recalls.  And  indeed,  to 
them  it  was.  In  the  space  it  took  to  store 
two  dozen  curved  windshields  they  could 
store  perhaps  2,000  of  the  older,  flat  vari- 
ety. Young  Baumgardner  spotted  an  op- 
portunity to  outflank  the  closed  club  of 
glass  distributors.  "In  those  days  it 
wasn't  exactly  a  monopoly,  but  the  near- 
est thing  to  it,"  he  says.  "You  didn't  buy 
glass  from  manufacturers  like  Libbey- 
Owens-Ford  and  PPG  Industries  unless 
you  were  a  distributor,  and  you  weren't  a 
distributor  unless  your  father  had  been." 
Because  Baumgardner's  firm  was  willing 
to  stock  up  heavily  on  curved  wind- 
shields made  by  a  small  Detroit  glass- 


"A  business  broker  calls  me 
one  day  and  says,  'Russ,  you 
want  to  buy  an  aluminum  win- 
dow company?'  I  says,  'No.'  He 
says,  'Jeez,  they're  loaded!'  I 
says,  'Well,  they  must  have 
stole  it!'  And  he  says,  'No, 
take  a  look.'  So  I  says  okay.'  " 


maker,  Shatterproof  Glass  Corp.,  when 
established  channels  were  forever  in 
short  supply,  he  and  Shatterproof  were 
able  to  walk  off  with  40%  of  the  Minne- 
sota market. 

Another  one  of  Baumgardner's  bright 
ideas:  A  windshield  isn't  just  a  piece  of 
glass,  he  thought.  A  windshield  is  also  an 
auto  part.  Therefore  it  can  be  distributed 
through  an  entirely  different  channel: 
auto  parts  jobbers.  That  in  turn  meant  he 
didn't  have  to  tie  up  his  capital  buying 
glass.  "It  was  very  common  in  the  auto- 
motive industry  to  have  an  independent 
wholesaler  redistribute  for  a  fee,"  he  ex- 
plains. "You  don't  own  the  damn  inven- 
tory. You  just  get  it  in  the  most  efficient 
bulk  and  pass  it  out  a  set  at  a  time." 

This  was  almost  more  fun  than  the 
law,  he  thought  to  himself.  "I  found  my- 
self in  a  very  archaic,  dull,  dead-end  in- 
dustry that  was  slow  to  see  opportuni- 
ties, slow  to  react,  slow  to  exploit  oppor- 
tunities— and  I  just  had  a  balll" 

Baumgardner  was  by  no  means  the 
only  one  having  these  triumphs,  of 
course.  The  replacement  windshield 
market  was  big  enough  to  attract  the 
attention  of  a  lot  of  men  in  neighboring 
states  with  equally  bright  ideas.  But 
Baumgardner  did  press  the  attack  by  set- 
ting up  or  buying  small  glass  shops  in 
states  like  Iowa — and  Florida. 

"Boy,  did  this  kid  get  a  lesson  in  Flor- 


ida*" says  Baumgardner,  with  an 
rosy-cheeked  Santa  Claus  ho-ho. 
bought  a  string  of  glass  shops  in  Fl 
and  you  never  saw  such  bandits  in 
life!  We  were  cocky  enough  to 
that,  you  know,  give  us  a  market  ari 
can  make  a  go  of  it.  We  found  that 
there  if  you're  sucker  enough  to  t 
check — well,  youought  to  get  stuck 
bad  debt  experience,  which  norma 
zilch,  was  20%  to  30%  in  Florida 
us  a  bundle." 

But  there  were  far  more  occaj 
when  Apogee  moved  shrewdly  to  ex 
modest  opportunities.  There  was  cle 
need,  for  example,  for  someone  who  d 
make  odd-shaped  windows  or  rep 
ment  windshields  for  foreign  cars 
production  run  was  too  small  to  be 
nomical  for  the  big  domestic  manufai 
ers.  "Very  few  people  were  interest 
making  1,000  windshields,"  B 
gardner  explains.  "Well,  we  got  the  b 
idea  there's  gotta  be  some  way  of  ms 
a  short  production  run  economic 
found  a  process  developed  in  Finlam 
perfected  in  Sweden  that  can  do  it.  T 
we're  the  largest  manufacturer  of  cv 
replacement  windshields  for  the  foi 
car  market,  and  the  dominant  cons 
tion  glazier  in  the  Midwest." 

The  next  step  was  Apogee's  entry 
the  construction  and  remodeling 
dow  frame  business.  This,  too,  was  4 
acteristically  an  opportunistic  movj 
don't  want  you  to  think  we're  genj 
or  anything,"  Baumgardner  caul 
with  a  smile.  "A  business  broker  call 
one  day  and  says,  'Russ,  you  want  tq 
an  aluminum  window  frame  compan 
says,  'No.'  He  says,  'Jeez,  they're  loaJ 
I  says,  'Well,  they  must  have  stol^ 
And  he  says,  'No,  take  a  look — th 
not  residential.'  So  I  says  okay.  I 
curious  how  in  hell  they  could  be  lo| 
in  that  business." 

Answer:  The  company  was  in  a 
tected  little  niche  making  custom 
dow  frames  for  "monumental"  build 
to  architect's  specifications.  Ba 
gardner  bought  it  with  what  he  regard 
exceptional  skill.  "When  you  strip 
deal  down  of  all  its  shenanigans,  we  n 
the  down  payment  with  their  money 
used  their  earnings  to  retire  the  deb 
incurred  to  buy  them.  It  was  100%  b 
strap.  Really  a  classic.  I  had  a  ball." 

With  its  hobo  strategy  of  "lookini 
what  the  rest  don't  want  or  apprecid 
it  was  perhaps  inevitable  that  a  glass 
window  frame  company  should  evej 
ally  get  into  Venetian  blinds — one  ol 
least  inspiring  businesses  imaginable 

Once  again,  Apogee  had  a  nice,  mo 
little  idea.  Hospitals  like  to  be  abl 
control  the  amount  of  light  in  a  patie 
room.  But  they  can't  use  curtains 
cause  of  problems  with  contaminat 
So  they  use  Venetian  blinds,  which  Y 
to  be  cleaned  by  hand  once  a  week.  V 
if  those  Venetian  blinds  could  be  pui 
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two  panes  of  glass  with  controls  on 
window  frame? 

he  trouble  was  it  had  to  be  built 
t,"  says  Baumgardner.  "If  the  cord 
jammed  you  had  problems."  Apogee 
nothing  but  trouble  with  an  outside 
lier,  so  it  bought  a  Venetian  blind 
hine  in  Switzerland.  Now,  of  course, 
mgardner  wanted  to  keep  it  running 
the  time  to  lower  his  costs.  So  he 
iked  around  for  other  business.  "We 
d  competitors  who  must  be  having  the 
ne  problem,  we  thought,  so  we  told 
;m,  'Here,  we  can  meet  your  Venetian 
nd  specs,'  says  Baumgardner.  Wasn't 
going  into  competition  with  himself? 
/hy  not?"  he  replies.  "They  were  going 
do  it  anyway.  Besides,  we  thought  we 
re  better." 

Dne  day  an  employee  had  a  bright 
•a:  window  furniture — Venetian  blinds 
ide  out  of  wood  with  molding  around 
;m  like  a  picture  frame.  The  Venetian 
'nd  business  in  time  became  one  of 
-    ogee's  most  profitable. 
„„;  t  is  a  curious,  ferret-like  approach  to 
:repreneurship  that  Apogee  practices, 
,  nstantly  searching  for  modest  little 
,  :hes  that  others  disdain.  But  it  is  genu- 
•ly  entrepreneurial  all  the  same.  Al- 
en,„  >ugh  it  has  made  numerous  acquisi- 


tions in  its  time,  Apogee's  earnings 
growth  has  been  almost  entirely  generat- 
ed internally.  Most  of  the  acquisitions 
were  tiny  and  designed  to  gain  entry  into 
regional  or  specialty  markets.  It  has  been 
a  slow,  painstaking  way  to  grow.  Not  the 
kind  of  thing  to  excite  Wall  Street  in  the 
go-go  years;  in  fact,  Apogee  didn't  even 
go  public  until  1971.  "The  Sixties  was  a 
concept  era,"  says  Baumgardner,  "and 
we  didn't  have  a  concept  that  amounted 
to  a  damn."  Never  mind.  The  public 
stockholders  have  fared  reasonably  well. 
Adjusted  for  splits,  shares  have  more 
than  doubled  in  value  since  they  were 
issued. 

Even  the  name  Apogee  Enterprises  is 
intended  to  be  wryly  self-deprecating. 
"When  we  set  up  our  holding  company 
in  1968  in  order  to  switch  from  a  func- 
tional organizational  structure  to  a  prof- 
it-center one,  our  lawyer  kept  saying, 
'Give  me  a  name,  I  gotta  file  the  pa- 
pers,' "  says  Baumgardner.  "I  said,  'Call 
it  any  damned  thing  you  want — call  it 
Zilch  Corp.!'  So  one  of  the  guys  said, 
'We're  going  around  in  circles  so  why 
don't  we  call  it  Apogee?'  It  was  the  year 
before  the  lunar  landing.  We  had  a  good 
laugh  about  it  and  it  kinda  stuck." 

Two  years  ago  Russ  Baumgardner  got 


an  attractive  offer  to  sell  the  company. 
He  put  the  question  to  his  three  vice 
presidents.  Each  of  them  had  grown  up 
in  the  business  with  him.  Each  of  them 
was  also  a  major  stockholder,  because 
Baumgardner  urged  them  to  buy  out  Har- 
old Burrows'  interest  when  he  retired. 
"  'You  want  a  big  brother?'  I  asked  these 
three  guys,"  Baumgardner  says.  "We 
went  off  into  the  woods  for  a  weekend 
on  it.  I  said,  'Remember  now,  you  walk 
off  with  a  bundle  of  money.  You  get  a  big 
project  you  won't  have  to  scramble  so 
hard  for  the  dough.  .  .  .'  " 

The  three  decided  they  wanted  to  con- 
tinue running  their  own  show.  "Then  1 
asked  them,  'If  something  happens  to 
me,  how  do  you  want  to  structure  the 
company?'  "  says  Baumgardner.  "It  was 
the  first  time  we  had  seriously  taken  a 
look  at  succession."  Baumgardner  picked 
one  of  their  number,  Laurence  Nieder- 
hoffer,  as  his  preference  for  heir  appar- 
ent, subject  to  board  approval. 

"I  tell  Larry,  'Any  time  I'm  in  the  way, 
tell  me  and  I'll  get  the  hell  out!'  "  says 
Baumgardner  with  great  nonchalance. 

Wasn't  that  what  his  father  had  said  tc 
him,  without  really  meaning  it? 

"Yeah,  but  I  would  get  out,  though,' 
Baumgardner  shoots  back. — Geoffrey  Smith 
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the  time  of  the  year  when  some  sophisticated  people  are  despei~ate 
get  into  a  tax  shelter,  any  tax  shelter.  So,  you  better  watch  out.'. . 


'Tis  the  season 
to  be  careful 


By  Jean  A.  Briggs 
and  Gerald  Odening 


fellow  we  know  in  the  tax  shel- 
ter trade  says  that  December  is 
the  fleecing  season  in  his  busi- 
People  who  haven't  planned  much 
ing  the  year  suddenly  realize  they're 
g  to  owe  a  big  chunk  of  cash  to 
le  Sam  on  Apr.  15.  Panicked,  they 
k  around  for  a  tax  shelter.  Any  tax 
Iter.    "I   can't,"   this   expert  says, 
ink  of  a  better  way  to  get  burned." 
o  we  checked  with  the  Securities  & 
:hange  Commission.  Are  there  many 
shelter  frauds  around  these  days?  Ar- 
r  Carr,  chief  enforcement  attorney  at 
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the  SEC's  Boston  office,  shook  his  head 
and  said:  "There's  more  fraud  today  than 
at  any  other  time  in  the  20  years  I've 
been  in  this  job."  Carr  and  his  colleagues 
in  other  SEC  offices  supplied  us  with 
some  horrendous  examples: 

In  Los  Angeles  last  August,  Aaron  Al- 
bert Kleinman's  Manus  Inc.  signed  a  con- 
sent order  and  agreed  to  let  his  company 
go  into  receivership.  Kleinman  had  start- 
ed Manus  in  1969  and  registered  it  as  an 
investment  adviser  in  1976.  Over  the 
years  he  purported  to  be  selling  tax  shel- 
tered limited  partnership  interests  in 
nine  different  properties,  as  well  as  so- 
called  Bureau  of  Indian  Affairs  bonds. 

The  SEC  alleged  that  Kleinman  didn't 


invest  in  real  estate  at  all  but  diverted  the 
money  for  his  own  use.  He  sent  investors 
regular  statements,  nonetheless,  explain- 
ing how  their  "properties"  were  doing, 
and  early  investors  received  checks  cov- 
ering their  promised  returns.  These  re- 
turns, the  SEC  alleged  in  its  original 
complaint,  were  actually  money  collect- 
ed from  new  investors — the  old  Ponzi 
game.  Bureau  of  Indian  Affairs  bonds! 
There's  no  such  thing.  In  all,  75  investors 
had  put  up  close  to  $2  million. 

In  another  Los  Angeles  case,  four  mer 
and  a  woman,  Verland  T.  Whipple,  Win- 
ston E.  Christensen,  Raymond  E  Jones 
Joseph  Graves  and  Ruth  Hoerner  Budd 
had  agreed  in  June  to  a  judgment  of  per 
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bn  < '  Sterge  of  An  Car  <  )il  trying  on  a  new  outfit 
tttiing  like  oil  to  fuel  fantasies. 


anent  injunction — without  admitting 
denying  guilt — that  neither  they  nor 
ur  companies  they  controlled  would 
olate  securities  laws  in  the  future, 
ley  also  allowed  the  four  companies  to 
into  receivership.  They  had  been  sell- 
g  investors  unregistered  interests  in 
nited  partnerships  with  tax  shelter  an- 
js,  supposedly  set  up  to  finance,  pro- 
ice  and  distribute  films.  According  to 
e  SEC  they  had  no  films,  no  production 
silities,  no  stars  and  no  distributors. 
ie  money  allegedly  was  going  into  their 
vn  pockets. 

Also  on  the  West  Coast,  in  Seattle, 
ere  was  William  W.  Dean,  a  handsome, 
ceable  former  broker  who  decided  to  go 
to  the  real  estate  business.  In  August 
ean  agreed  not  to  violate  securities 
ws  in  the  future  without  denying  or 
muting  guilt.  His  company,  DLD, 
c,  was  already  in  bankruptcy. 
Dean  apparently  got  into  trouble  sim- 
y  because  he  didn't  know  what  he  was 
dng.  He  raised  over  $800,000  from  75 
vestors  in  5  states  for  1 1  different  part- 
:rships  with  tax  angles.  He  did  buy 
operties  and  do  some  development, 
it,  the  SEC  charged,  he  didn't  keep 
parate  books  or  bank  accounts  for  each 
rtnership  and  when  things  didn't  turn 
it  the  way  they  were  supposed  to,  he 
gan  covering  up  with  faise  and  mis- 
ading  statements.  Furthermore,  his  se- 
nnit's were  unregistered. 
If  you  think  the  West  Coast  is  the  only 
ace  where  phony  tax  shelters  thrive, 


consider  the  case  of  John  C.  Sterge,  of 
Boston.  Sterge  has  been  plying  his  trade 
at  least  since  1965.  Three  years  ago  he 
signed  a  consent  order  agreeing  not  to 
commit  securities  fraud  in  the  future. 
The  SEC  referred  his  case  to  the  Justice 
Department  for  criminal  proceedings. 

Sterge  peddled  limited  partnerships 
and  fractional  undivided  interests  in  oil 
deals.  What's  wrong  with  that?  Nothing 
except  that,  according  to  the  SEC  in  its 
original  civil  complaint,  some  of  the 
deals  weren't  what  he  said  they  were.  For 
example,  he  allegedly  raised  money  to 
complete  wells  that  were  dry  holes. 
Where  did  the  money  go?  Much  of  it, 
allegedly,  into  his  own  pockets — al- 
though some  did  go  into  wells  that  po- 
tentially could  produce.  The  SEC  be- 
lieves this  character  had  collected  close 
to  $10  million  from  800  investors  in  23 
states. 

How  docs  he  do  it?  Chiefly  through  his 
lavish  style  of  living — a  Rolls-Royce  Sil- 
ver Shadow  and  an  extensive  wardrobe 
to  which  he  reportedly  added  200  suits  a 
year.  The  suckers  apparently  feel  reas- 
oned by  all  this  affluence  and  flattered  to 
deal  with  so  apparently  rich  a  man. 

But  oil  wells  are  old  hat.  John  Duffel  1  III 
of  Arlington,  Tex.,  Oklahoma  City, 
Okla.  and  Los  Angeles,  Calif,  was  a  bit 
more  inventive.  He  allegedly  persuaded 
ome  800  investors  to  cough  up  $9  mil- 
lion for  new  tractor  trailers.  He  sold  in- 
terests in  limited  partnerships,  each  of 
which  was  supposed  to  own  and  operate 


a  single  truck  worth  $145,000.  His  p 
each  partnership  would  get  the  10% 
credit  as  well  as  the  chance  to  wrio 
business  expenses.   According  to 
SEC,  Duffell  acquired  very  few  tri] 
and  when  he  did  acquire  one  he  did  a 
the  wrong  year  for  the  purported! 
benefits  to  apply  and  it  was  shortb 
possessed.  Where  did  the  money 
Most  of  it  went  to  the  five  compa 
controlled  by  Duffell  and  his  four 
leagues.  These  companies  were  supp* 
to  be  providing  services  to  the  part 
ships  but,  according  to  the  SEC,  \ 
not.  Instead,  Duffell  diverted  large  si 
to  other  purposes  such  as  buying  a 
jet  and  a  race  horse  transportation  c 
pany  and  setting  up  a  bank  accounl 
the  Grand  Cayman  Islands.  Without 
mining  or  denying  guilt,  Duffell  and 
majority  of  his  colleagues  have  sign; 
consent  to  a  court-ordered  injunction 
to  violate  securities  laws  in  the  futui 
What  are  the  lessons  from  all  t 
Know  who  you  are  dealing  with  w 
you  invest  your  money.  If  you're  a  si| 
investor,  ask  yourself:  Why  should 
Rolls-Royce  owner  want  to  bother  v 
me?  If  the  return  or  the  tax  shelter  is 
generous,  be  suspicious.  Deal  only  v 
reputable  outfits.  Do  your  tax  planr 
early  in  the  year  so  you  won't  be  flai 
around  on  Dec.  27,  becoming  a  suckei 
doubtful  merchandise.  In  the  last  res 
pay  Uncle  Sam;  better  to  lose  50% 
60%  of  your  mdney  to  the  tax  colleo 
than  100%  to  some  crook.  ■ 
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As  our  shareholders  already  know — but  don't  mind 
hearing  again  and  again — operating  results  for 
Management  Assistance  Inc.  in  fiscal  1 979  rose  to 
record  levels  for  the  sixth  year  in  a  row. 

Revenue  and  income  were  the  highest  in  our 
history. 

These  results  mean  we've  been  growing,  and  our 
growth  reflects  the  worldwide  acceptance  of  our 
information  processing  products  and  services  in 
rapidly  expanding  markets. 

We're  prepared  to  continue  growing  in  the  future. 

MAI  is  well-positioned  in  the  information  process- 
ing industry,  which  is  progressing  at  a  rate  of  30% 
per  year.  (Today,  there's  hardly  a  business  in  any 
major  industry  that  isn't  considering  some  type  of 
electronic  office  eguipment  in  its  plans  for  the  future.) 
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Our  Basic  Four"  business  computers, 
Wordstream™  word  processing  systems  and  the 
maintenance  services  we  provide  increase  the  effi- 
ciency of  business  management.  An  important  ad- 
vantage, particularly  in  a  time  of  recession. 

Our  increasing  investment  in  research  and  devel- 
opment keeps  our  products  technologically  and  cost 
competitive. 

Our  technological,  marketing,  financial  and  man- 
agement capabilities  have  us  well  on  the  way  to 
achieving  our  goal  of  supplying  a  broad  range  of 
essential  products  and  services  for  the  emerging 
electronic  office  of  the  future. 

To  learn  more  about  MAI  write  for  our  Annual 
Report  to:  Management  Assistance  Inc.,  300  East 
44th  Street,  New  York,  NY  1 001 7. 
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it  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc 


enbergs  built  a  major  supermarket 
ha  the  middle  of  nowhere.  Now  there's  a 
lew  challenge — to  grow  big  and  stay  small. 

BigV 
...as  in  victory 


g  \ 's  original  Florida  Supermarket 

tootc  more  than  onions  to  put  Nowhere,  N. Y.  on  the  map. 


J viii,  recently,  the  sleepy  agricul- 
tural hamlet  of  Florida,  N.Y.  was 
known  to  the  outside  world — if  it 
as  known  at  all — as  the  onion  capital  of 
le  world,  source  of  the  pungent  Florida 
lions  that  provide  close  to  6%  of  the 
.S.'  onion  supply.  Rut  now  Florida  is  also 
;coming  known  as  the  home  of  one  of 
le  most  successful  retailing  enterprises 
i  the  U.S. — Big  V  Supermarkets,  Inc. 
ven  Big  V's  president,  A.  Richard  Rosen- 
;rg,  42,  is  amazed.  Says  he:  "Who'd  have 
lought  we  could  build  a  major  retail 
lain  here  in  Nowhere,  N.Y.? 
Big  V  is  remarkable  enough  by  almost 
ly  standard.  In  the  seven  years  since 
ic  company  went  public  in  1971,  Big 
's  sales  have  nearly  quintupled  (to  $295 
lillion),  its  earnings  have  risen  nearly 
50%  (to  $4.2  million)  and  last  year  its 
turn  on  equity  hit  an  immoderate 


26.3%,  among  the  highest  in  U.S.  retail- 
ing or  any  other  industry.  It's  not  all 
leverage  either,  despite  Big  V's  42%  debt 
ratio:  Big  V  also  gets  a  hefty  17.8%  re- 
turn on  its  total  capital.  This  year  prom- 
ises to  be  even  better — how  much  better, 
Dick  Rosenberg  and  his  father,  Big  V's 
founder  and  chairman,  William  Rosen- 
berg, 72,  won't  predict.  Big  V's  nine- 
month  earnings  were  up  only  15%  on  a 
23%  gain  in  sales,  and  this  year's  fourth 
quarter  is  more  uncertain  than  usual. 
"Our  customers'  reluctance  to  buy  is  get- 
ting a  little  greater,"  Dick  Rosenberg 
says.  "So  that  puts  more  pressure  on  the 
gross,  and  everything  begins  to  get 
tougher  and  tighter.  We'll  have  to  be 
better  than  we've  been." 

Big  V's  formula  is  simplicity  itself:  low 
prices,  the  lowest  in  its  trading  area,  and 
high  volume,  to  absorb  its  relatively  con- 


i 


centrated  operating  costs.  This 
$355  million  in  sales  will  come  fror, 
26  stores  clustered  within  a  1 50 
stretch  of  the  Hudson  Valley.  Thtj 
big  stores,  all  of  them,  averaging  3 
square  feet  apiece,  and  they'll  gen 
upwards  of  $13.5  million  in  sales, 
ord  exceeded  by  only  two  other 
chains  in  the  country — New  Orl 
Schwegmann   and  Woodbridge, 
Pathmark.  "We  are  a  small  compa 
terms  of  the  number  of  stores  and 
one  in  terms  of  our  sales  volume,' 
Rosenberg  says.  "That's  an  advanta 

Big  V  turns  over  its  inventory  ro» 
30  times  a  year,  more  than  twic 
industry  average,  and  that  goes  a 
way  toward  explaining  why  Big  V 
boasts  one  of  the  best  profit  margi 
the  industry:  1.4%,  vs.  a  0.83%  ind 
average.  Dick  Rosenberg  likes  to 
out  that  any  of  the  competitors  1 
wrested  market  dominance  away  fr< 
A&P  or  Grand  Union — could  have 
what  Big  V  did.  Only  they  didn't. 

A  onetime  insurance  salesman, 
Rosenberg  moved  to  Florida  (N.Y., 
is)  in  1942  and  opened  a  4,000-sq  l 
foot  grocery — a  super  enough  mark 
those  days  in  a  town  that  even  toda< 
a  population  of  just  over  2,000.  The 
prospered,  and  so  did  Bill  Rosenbei 
the  mid-Fifties  he  decided  that  th< 
store  was  the  wave  of  the  future  anj 
in  what  now  seems  a  moment  of  in 
ity,  closed  down  his  original  store 
built  a  really  big  supermarket — 33 
square  feet — on  the  edge  of  town. 

To  everybody's  astonishment,  Rfll 
berg's  Victory  Supermarket  (as  Big  V 
then  known)  boomed,  drawing  costj 
scious  shoppers  from  communitie 
and  20  miles  away.  "You  wouldn't  op 
store  here  today,"  Dick  Rosenberg  : 
Bill  Rosenberg  agrees,  but  adds: 
worked.  We've  always  operated  as  ii 
toughest  competitor  was  right 
door — even  when  no  one  was  there— 
our  customers  knew  it.  That's  why 
kept  coming." 

Big  V  had  certain  decided  advants 
The  Hudson  Valley  was  something 
backwater,  a  region  of  small  to' 
smaller  industries,  horse,  truck  and  d 
farms,  with  no  clearly  defined  geogra; 
center.  No  retailer  dominated  the  re; 
as  Finast  once  dominated  New  Engl 
or  A&P  the  big  eastern  cities.  A&P 
Grand  Union  were  there,  and  so  \i 
Stop  &.  Shop,  Waldbaum's  and  a  nun 
of  independents.  As  Big  V's  expan: 
got  under  way,  moreover,  a  serie) 
trans-Hudson  bridges  and  highvi 
opened  up  Big  V's  original  territor 
Sunbelt-sized  population  growth,  as  f 
York  City  people  fled  to  the  countr 
search  of  the  last  low-cost  real  estati 
the  region.  The  result:  a  boom  that  las 
until  the  first  gas  crisis  struck  in  197 

Low  prices  and  high  volume  were  q 
half  of  Big  V's  success  formula.  The  ol 
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•as  its  membership  in  the  big  Wakefern 
iod-who'esalers'  cooperative,  based  in 
lizabeth,  N.J.  Flying  the  ShopRite  ban-  ■ 
er  and  providing  a  2,000-item  private- 
>bel  line,  Wakefern  supplies  a  good  85% 
[  what  Big  V  sells,  a  fifth  of  it  under  the 
lopRitc  label.  "The  big  advantage  is  the 
aying  power,"  Dick  Rosenberg  says, 
rhe  idea  is  to  buy  even  the  slowest- 
loving  item  in  the  best  buying-unit 
.lantities.  In  some  companies,  you  buy  a 
ailer  load  of  4-ounce  cans  of  mush- 
10ms,  and  you  have  them  for  three 
;ars.  At  Wakefern,  a  trailer  load  might 
;  only  two  or  three  weeks'  supply.  So 


further  geographical  limits  on  where  Big 
V  can  go — the  distance  a  truck  can  go  to 
make  a  delivery  and  return  within  a  ten- 
hour  working  day.  So  ShopRite  is  limited 
to  a  five-hour  radius  of  its  New  Jersey 
warehouse,  and  for  Big  V  that  places  the 
northern  limit  at  its  newest  store  in 
Glens  Falls,  N.Y. 

A  large  part  of  Big  V's  growth'  has  come 
from  new  store  openings — 15  in  the  past 
seven  years — but  for  all  that,  Big  V  has 
demonstrated  an  uncommon  skill  at  gen- 
erating more  and  more  volume  from  its 
existing  stores.  Revenue  per  store  has 
risen  from  $5.6  million  in  1971  to  nearly 


>r  Rosenbergs:  founder  Bill,  son  Dick 

teir  strategy  was  tailor-made  for  recessions  as  well  as  booms. 


le  advantages  are  considerable."  Wake- 
rn,  in  short,  afforded  Big  V  pretty  much 
le  same  purchasing,  warehousing,  dis- 
ibution  and  marketing  economies  the 
g  chains  enjoyed  and  freed  Big  V  to 
mcentrate  on  cultivating  its  stores, 
it's  a  snap,"  Rosenberg  says.  "Every 
me  you  wanted  to  put  up  a  store,  you 
eked  up  the  phone  and  said,  'Send  me  a 
ailer  to  Kingston  or  Middletown.'  " 
ShopRite  also  provided  a  certain  disci- 
ine  to  Big  V's  expansion.  ShopRite 
iembe"rs  may  not  have  regional  fran- 
lises,  but  there's  no  point  in  competing 
ith  each  other  from  the  same  Wakefern 
:onomic  base,  so  the  34  member  com- 
mies have  kept  out  of  each  other's  way. 
Wakefern  serves  its  entire  five-state, 
)0-store  network  out  of  a  single  ware- 
3iise  in  Elizabeth,  N.J.,  and  that  sets 


$14  million  currently,  and  that's  not  all 
inflation.  In  1977,  when  Big  V  failed  to 
open  any  new  stores  at  all,  its  sales  none- 
theless rose  24%  (unburdened  by  store 
opening  costs,  earnings  rose  49%). 
"Take  out  10%  inflation,"  Rosenberg 
says,  "and  that's  still  14%  real  growth." 

Given  its  commitment  to  price  and 
volume,  Big  V  has  inevitably  tried  to 
become  the  dominant  retailer  in  each  of 
its  trading  areas.  But  the  price  can  come 
high.  When  A&P-WEO  launched  its 
price  war  back  in  1972,  for  instance,  Big 
V  had  no  choice  but  to  meet  price  cut 
with  price  cut.  "There  was  no  way  to 
protect  our  profit  margins,"  Dick  Rosen- 
berg recalls.  "You  said,  'He's  not  going  to 
get  my  sales,'  and  whatever  it  takes — 
well,  tough.  That's  the  kind  of  business 
this  is.  If  you  posture  yourself  as  number 


one  and  say  we've  got  to  be  leader, 
times  you  have  to  face  the  short 
loss  to  get  the  long-term  gain." 

Rosenberg    expects    Big  V's 
growth  is  going  to  be  balanced 
evenly  between  new  store  opening 
expanded  volume  from  existing  s 
But  Big  V's  horizons  are  widening 
siderably.  Next  year  Wakefern  is  op 
a  new  dry  grocery  warehouse  12 
from  Big  V's  Florida  headquarters, 
will  not  only  take  the  pressure  off  \ 
fern's  overcrowded  New  Jersey 
house  but  also  add  two  hours  to  B 
merchandising   reach,  enabling 
move  beyond  Albany  into  places 
Rochester  and  Syracuse,  cities  it  \  I 
not  possibly  have  served  from  V\ 
fern's  New  Jersey  base. 

As  it  is,  Big  V  has  already  begi 
spread  out.  It  is  opening  a  new  stc 
Scranton  next  year,  its  first  in  Pen 
vania.  It  is  planning  another  in  up 
New  York.  But  it  still  has  plenty  c 
portunities  left  in  its  current  mark 
area — to  the  east,  where  it's  open: 
new  store  in  Carmel  next  year;  tc 
south,  in  suburban  Westchester;  an* 
ther  north,  in  the  Hudson  Valley. 

Big  V  started  out  as  a  family  comp 
and  it  remains  so.  Dick  Rosenberg 
father  and  his  mother,  company  Si 
tary  Viola  Rosenberg,  still  control  59 
the  company's  stock  ($12  million  wo 
and  this  frees  Big  V  from  the  tyrani 
short-term  goals.  "At  various  stocl 
ker  meetings,  the  guys  keep  tellin 
what  we  ought  to  do,"  Dick  Rosen 
says,  "and  I  say,  'Hey,  wait,  my  bus^ 
is  running  the  supermarkets,  and  I  ■ 
ever  let  the  tail  wag  the  dog.'  If  the  n 
bers  don't  come  out  exactly  as 
should,  if  things  go  down  when  th 
ought  to  go  up,  that's  the  way  life 
don't  think  you  can  ever  sacrifice 
long  term  for  the  short  term." 

For  any  retailer  these  days,  the  fu 
looks  a  lot  less  certain  than  it  did  a 
years  ago.  There's  a  recession  gathe: 
of  course,  and  the  threat  of  gasd 
shortages.  But  Rosenberg  thinks  Big 
low-price  policy  is  tailor-made  for  re 
sions,  and  the  spread  and  variety  oi 
merchandise  in  an  energy  shor 
should  be  an  advantage.  "As  long  as 
have  a  big  store,"  he  says,  "you're  oi 
People  will  go  where  they  can  get 
most  done  in  one  stop." 

Rosenberg  concedes  that  one  of  the 
problems  is  running  the  company  as 
ciently  when  it  gets  big  as  they  did  w 
it  was  small.  The  solution  so  far  has  b 
to  keep  the  organization  to  a  minim 
put  every  store  on  a  profit  center  basi 
terms  the  store  manager  can  responc 
"I'm  a  phone  call  away,"  he  says.  "Tl 
are  no  multiple  layers  of  managem 
separating  me  from  the  guys  in 
stores.  The  real  challenge  in 
business  is  to  grow  big  and 
small. " — -James  Copk 
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CARS  PEOPLE 
SWEAR  BY.  NOT  AT. 


If  that's  what  you  have  to  say  about  the  last  new 
car  you  bought,  you're  not  alone.  More  and  more 
people  today  are  thinking  less  and  less  of  the  way  new 
cars  are  made. 

But  there's  one  group  of  people  who  can  still  talk 
about  their  cars  without  using  X-rated  words. 
Volvo  owners. 

In  fact,  statistics  show  that  9  out  of  10  people  who 
buy  new  Volvos  are  happy. 

And  this  year  happiness  comes  in  more  forms 
than  ever  before.  From  Volvo  s  affordably  priced 
DL  sedans  and  wagons  to  the  luxury  class  GLEs  that 


afford  every  comfort  and  convenience  feature  anyone 
could  want. 

There's  also  the  Volvo  GT  that  will  give  many  of 
the  world's  most  revered  performance  cars  a  run  for 
their  money.  But  it  does  it  for  thousands  less. 

And  finally,  the  Bertone  Coupe.  A  personal  luxury 
car  created  for  the  individual  seeking  the  ultimate  mark 
of  quality  in  an  automobile;  hand  craftsmanship. 

Whichever  model  you  select,  you'll  be  getting  the 
quality,  comfort  and  safety  that  make  Volvo  something 
quite  uncommon  in  this  day  and  age. 

A  car  that's  a  blessing  VOLVO 
instead  of  a  curse.  A  car  you  can  believe  in. 


What  makes  the  American  bxpress  Card  indispensable: 

Fve  done  a  lot  of  r  unnin  M 

a  Driver  Securi 


iut  I've  never  run  into 
ilMan  like  this  one. 


V 


"Sure  there  are  plenty  of  auto  clubs 
around,  but  this  one  was  designed 
exclusively  for  the  fast-paced  lives  of 
American  Express  Cardmembers.  If 
I  have  an  accident  more  than  100 
miles  away  from  home,  I  want  to  know 
someone's  going  to  pick  up  the  tab  for 
emergency  hotel  and  transportation. 

"The  plan  does— up  to  $200.  If  I 
have  a  problem  on  the  road  I  call  the 
tow  truck  or  service  I  want.  And  I'll 
be  reimbursed  up  to  $25. 

"This  plan  even  provides  bail  bond 
and  coverage  for  most  traffic  violations. 
The  Driver  Security  Plan*  is  an  extra 
fee  service  of  the  Card,  but  for  sheer 
value,  it's  one  of  the  best  plans  I've  run 
into.  And  I've  done  a  lot  of  running." 

Jim  Fixx 


Dispensing  machines  like  this  one  are 

another  reason  the  American  Express  Card 
is  so  indispensable.  Day  or  night.  Weekends 
and  holidays.  It  dispenses  from  $100  to  $500 
in  American  Express'  Travelers  Cheques  to 
enrolled  Cardmembers. 

There  are  over  75  conveniently  located 
machines  throughout  the  country.  For  detaih 
or  an  application,  just  call  800-528-8000. 


■ 


The  indispensable  Card.  You  can't  afford 
to  lose  it,  but  occasionally  it  happens. 
No  problem.  In  most  cases  Cardmembers 
can  replace  a  Card  in  a  day  or  two.  Just  go 
to  one  of  the  almost  1,000  Travel  Service 
Offices  of  American  Express  Company,  its 
subsidiaries  and  Representatives.  They  can 
even  arrange  for  emergency  cash,  travel 
tickets  or  lodging. 


The  American  Express  Card.' 
Don't  leave  home  without  it. 


**  **Cluh  benefits  provided  by  the  ARCOTravel  Club  (insurance  benefits  provided 
by  the  Fireman's  Fund  Insurance  Companies) The  plan  is  available  in  most  states. 
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3as:  The  cleanest  way 
to  unlock  coal's  energy. 


ere's  an  important  proven  alternative  technology  for  mak- 
I  the  most  of  America's  vast  coal  supplies.  It's  cleaner, 
<re  efficient  and  more  economical  than  burning  coal  with 
ubbers  to  generate  electricity.  It's  called  coal  gasification. 
We  have  yet  to  build  a  commercial-scale  coal  gasifica- 
i  plant  in  the  United  States  to  supplement  our  natural  gas 
Dplies,  but  the  technology  has  a  long  history  of  successful 
plication  in  other  countries.  Consider  its  advantages: 

1.  Gasification  is  environmentally  preferable  from  pro- 
ction  to  end  use— and  every  step  along  the  way.  For 
tance,  commercial  gasification  plants  would 
lit  only  1  /5  to  1  /10  the  air  pollutants  of  equivalent 
al-electric  plants,  and  generate  substantially  less  solid 
stes. 

Furthermore,  the  transmission  and  distribution  system 


for  gas  is  more  environmentally  acceptable  because 
it  is  almost  entirely  underground. 

2.  Gasification  would  require  less  of  our  natural 
resources.  Thirty  percent  less  coal  would  be  required  for  a 
coal-gas  plant  than  a  coal-electric  plant  producing  the  same 
amount  of  energy  for  residential  uses.  A  gasification  plant 
would  consume  88%  less  of  our  valuable  water  resources. 

3.  Gasification  would  be  the  best  coal  energy  investment 
for  the  nation.  A  coal  gasification  plant  would  require  about 
half  the  initial  capital  investment  of  a  coal-electric  plant  gen- 
erating the  same  amount  of  useful  household  energy* 

And  once  delivered,  gas  from  coal  would  cost  consumers 
less  than  half  the  cost  of  electricity  from  coal. 

Coal  gasification  would  not  only  be  the  best  use  of  our 
country's  vast  coal  resources,  it  could  also  play  an  important 
role  in  reducing  energy  imports. 


ENVIRONMENTAL  IMPACTS  OF  EQUIVALENT  COAL  ENERGY  PROJECTS 


GAS  =  High-Btu  Coal  Gasification 
Plant  (250  MMctd) 


OIL  =  Coal  Liquefaction  Plant  and  Syn- 
Crude  Refinery  (250  x  10v  Btu/day) 
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Kaiparowits  Power  Plant 
(3000  Mwe  with  scrubbers) 
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Sti  i.  Primary  Environmental  Impacts,  Volume  II  Final  Environmental  Impact  Statement  on  the  Proposed  Kaiparowits  Protect  U  S  Department  ol  the  Interior  March  1976 

All  figures  rounded 

ias:  Th«  Mure  belongs  to  the  efficient. 

'For  more  intormatic-   write  to  American  Gas  Association,  Department  14-OD,  1515  Wilson  Blvd.,  Arlington,  VA  22209 


uprising  almost  everybody  but  its  scholarly 
?0,  the  Clark  Kent  of  the  drug  industry  has 
\en  creating  an  R&D  powerhouse. 


Sterling's  doctor 
in  the  house 


By  Richard  Greene 


^  or  ten  years,  net  margins  and  re- 
|    turn  on  equity  of  $1.3  billion 
(sales)  Sterling  Drug  Inc.  drifted 
I  m — net  from  9.5%  of  sales  in  1969  to 
%  in  1978,  return  on  equity  from  a 
Srkling  23.5%  to  a  merely  respectable 
5%.  It  was  especially  puzzling  be- 
se,  by  all  other  standards,  78-year-old 
rling  was,  and  is,  solid  as  a  rock.  Its 
I  million  in  long-term  debt  is  7%  of 
ill  capitalization  and  the  company  has 
I'Ugh  cash  to  pay  it  off  nearly  three 
es  over.  Its  $1  billion  in  assets  are 
rly  triple  its  liabilities.  Since  1950 
jrling  has  had  just  one  down  year  in 
|-share  earnings. 

b  some,  such  symptoms  added  up  to  a 
ir  case  of  terminal  maturity — a  cash- 


rich,  old- line  company  drifting  gently  off 
into  the  sunset.  Not  so.  Sterling  simply 
was  conducting  its  business  the  way  com- 
panies did  in  the  days  before  all  numbers 
were  supposed  to  tend  upward  in  all  ways 
at  all  times.  It  was  husbanding  part  of  its 
present  for  the  future. 

In  the  late  Sixties,  as  markets  for  its 
proprietary  drugs — household  names  like 
Bayer  aspirin,  Midol  and  Phillips'  milk  of 
magnesia — became  increasingly  mature, 
the  company  hired  Dr.  W.  Clarke  Wes- 
coe,  chancellor  of  the  University  of  Kan- 
sas and  former  dean  of  its  school  of  medi- 
cine, as  vice  president  for  medical  affairs. 
In  1974  he  became  Sterling's  president 
and  CEO.  Methodically,  carefully,  Wes- 
coe  has  spent  the  Seventies  preparing 
Sterling  for  the  Eighties. 

At  59,  Wescoe  fits  the  image  of  a  doc- 


tor so  completely  that  you  almost  expect 
to  see  a  stethoscope  hanging  across  the 
vest  of  his  blue  pin-striped  suit.  His  re- 
marks are  understated  and  qualified.  He 
is  not  given  to  bursts  of  enthusiasm  or 
despair.  Listen  to  him  discuss  the  prob- 
lems his  company  has  run  into  in  testing 
its  new  ethical  drug  amrinone,  for  exam- 
ple: "Fascinating,"  says  the  good  doctor. 
"Very  interesting." 

Amrinone  is  considerably  more  than 
that.  The  most  important  of  the  six  ma- 
jor new  ethical  drugs  to  come  out  of 
Wescoe's  revamped  laboratories,  it  is  a 
possible  replacement  for  the  heart  drug 
digitalis  and — if  those  "interesting" 
problems  can  be  licked — a  true  super- 
drug,  one  of  the  few  in  Sterling's  history. 

Amrinone  once  was  labeled  a  Food  & 
Drug  Administration  "fast-track"  drug — 
which  can  take  as  little  as  6  to  18 
months  of  review  after  the  company's 
testing  is  complete  (compared  with  36 
months  for  many  new  drugs).  Earlier  this 
year  some  analysts  predicted  a  potential 
market  of  $250  million  just  five  years 
out.  In  June,  though,  it  was  discovered 
that  some  test  patients  had  a  decreased 
count  of  platelets,  a  blood  clotting 
mechanism.  In  October  the  oral  version 
of  the  drug  went  back  into  testing,  and 
after  reformulation  the  injectable  type 
should  be  back  on  the  track  soon. 

Wescoe  discusses  the  amrinone  prob- 
lem in  his  precise  fashion:  "No  one  who 
had  the  decrease  in  platelet  count  ever 
got  into  any  trouble — that  is  to  say,  there 
was  no  evidence  of  bleeding,  and  bone 
marrow  wasn't  affected.  And  some  peo- 
ple have  been  kept  on  amrinone  through- 
out this  period  because,  had  they  taken 


mnpling  of  Sterlings  proprietary  drugs 

i  uring,  old-line  products,  but  afirm  leg  of  the  tripod  supporting  solid  Sterling. 
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When  the  German  chemical  company 
Friedrich  Bayer  &  Co.  invented  aspi- 
rin back  in  1893,  it  was  hailed  as  a 
wonder  drug,  and  in  some  ways  it  still 
is.  For  years  nobody  knew  exactly 
how  it  worked.  Yet  its  synthesized 
salicylates,  which  occur  in  nature  in 
the  willow  and  other  plants,  simply 
relieve  pain,  fever  and  inflammation 
so  safely  and  effectively  that  for  years 
many  scientists,  including  the  FDA's 
Dr.  J.  Richard  Crout,  have  ranked  as- 
pirin as  "one  of  medicine's  greatest 
discoveries." 

But  for  the  last  few  years  aspirin  has 
given  Bayer  (Sterling  Drug  bought 
American  rights  to  the  name  over  60 
years  ago)  plenty  of  headaches.  Soon 
after  British  scientists  cleared  up  part 
of  the  mystery  in  1971  of  how  aspirin 
works  (it  inhibits  the  body's  produc- 
tion of  hormone-like  substances 
called  prostaglandins),  Johnson  & 
Johnson  brought  out  its  nonaspirin 
Tylenol,  shrewdly  positioning  it  not 
as  an  aspirin  substitute  but  as  a  supe- 
rior replacement  without  aspirin's 
side  effects,  like  stomach  discomfort. 

Against  Tylenol's  marketing  blitz, 
Sterling's  characteristic,  deliberate 
approach  proved  a  disadvantage.  Be- 


fore it  could  react  effectively,  Tyle 
grabbed  nearly  3%  of  Bayer's  shar 
the  U.S.  over-the-counter  pain-rel 
er  market.  That  doesn't  sound  1 
much,  but  with  pretax  margins 
30%  and  a  $750  million  dome 
market,  it  works  out  to  about  1 1  ce 
a  share  before  taxes.  Buffered  aspir 
took  a  little  more,  and  even  Ana 
surpassed  Bayer.  Now  Tylenol  has 
estimated  20%  of  the  market,  Ana 
13%  and  Bayer  10%. 

When  Sterling  finally  got  on  its  f 
with  competitive  one-on-one  ad\ 
tising,  it  was  delivered  another  bl 
by  the  FDA,  which  charged  it  w 
running  misleading  ads.  Now,  w 
revised  advertising,  Bayer  is  fina 
making  some  inroads  by  pointing 
things  Tylenol  can't  do,  such  as  fij 
inflammation.  In  1978  Bayer's  sa 
were  up  18%,  and  a  similar  gain 
expected  this  year.  Some  new 
search  has  indicated  that  in  sm 
doses    aspirin's    anticlotting  eff« 
might  make  it  useful  in  helping  p 
vent  heart  attacks  or  strokes.  If 
FDA  approves  aspirin  for  doctors 
administer  in  such  cases,  it  col, 
open  up  whole  new  worlds  for 
aspirin  manufacturers.— R.G. 
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i  off,  they  were  going  to  die." 
me  analysts  see  the  potential  of  am- 
ie  at  up  to  $2  a  share.  That  would  be 
n  experience  for  Sterling.  It  has  been 
t  of  second-tier  American  Home 
ets,  without  the  research  muscle  of 
1-drug  powerhouses  like  Merck  and 
lly,  and  built  on  a  tripod  of  propri- 
drugs,  ethical  drugs  and  consumer 
like  Lysol  antiseptics  and  d-Con 
cides. 

ethical-drug  leg  of  that  tripod  has 
the  most  attention  from  Wescoe; 
g  this  year  will  spend  $50  million 
D,  up  34%  since  1977  and  equal  to 
0%  of  projected  1979  earnings  and 
,  of  sales  (compared  to  2.4%  of  sales 
8  for  AHP).  Research  spending  has 
:ased  every  year  since  Wescoe  ar- 
|  He  personally  reviews  every  pro- 
l,  and  once  he's  approved  it,  won't 
for  budgetary  reasons.  Says  he:  "We 
le  what  our  programs  will  cost  and 
r  the  budget  to  fit  the  program." 
;rling  has  also  been  spending  hefty 
ants  at  the  other  end  on  advertising, 
stimated  $85  million  domestic  ad- 
sing  budget  this  year  makes  it  the 
.try's  fiftieth  largest  advertiser,  al- 
gh  it  ranks  335  on  the  Forbes  Sales 
That,  too,  has  paid  off:  Raising  the 
udget  for  Sterling's  popular  Midol 
ets  from  $2.3  million  in  1977  to  $3. 1 
.on  in  1978  helped  increase  sales 
$8  million  to  $  10  million,  and  to  an 
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Sterling  Chairman  W  Clarke  Wescoe 
A  measured  shot  in  the  arm. 

estimated  $12  million  this  year. 

With  characteristic  thoroughness, 
Wescoe  also  has  rearranged  Sterling's  di- 
visions, a  process  that  took  four  years. 
Now  each  leg  of  the  tripod — pharmaceu- 
ticals, over-the-counter  proprietary  drugs 
and  consumer  goods — is  a  self-contained, 
"pure"  division  with  no  gray  areas  or 
product  crossovers.  This  has  set  up  some 
healthy  internal  competition. 


Although  26%  of  worldwide  sales  are 
in  household  products,  far  more  reces- 
sion-sensitive than  drugs,  Sterling  rode 
through  the  last  slowdown  with  merely  a 
flattening  of  sales,  and  Wescoe  feels  even 
less  vulnerable  this  time  because  his  cus- 
tomers have  been  much  more  careful  in 
handling  their  inventories — "because  of 
the  price  of  money,  they  have  taken  to 
ordering  twice  a  month  in  smaller  quan- 
tities instead  of  once  a  month  in  large 
quantities." 

If  that  scenario  is  correct,  Wescoe  may 
have  a  satisfying  harvest  to  reap  in  the 
Eighties  from  the  seeds  he  so  carefully 
planted  in  the  Seventies.  Sterling's  re- 
turn on  equity  has  already  started  up 
again;  it  has  been  running  at  17% 
through  the  first  nine  months  of  this 
year.  Net  margins  widened  to  7.8%  from 
last  year's  7.2%,  and  earnings  per  share, 
up  an  average  of  2.7%  year-to-year  be- 
tween 1974  and  1977,  rose  10%  in  1978 
and,  if  the  pace  of  the  first  three  quarters 
holds  in  the  fourth,  should  be  up  20% ,  to 
$1.88,  in  1979. 

Nearly  half  Sterling's  sales  are  over- 
seas, where  ethical  drugs  commonly 
clear  testing  hurdles  and  go  to  market 
much  sooner  than  they  do  in  the  U.S.  So 
Sterling's  new  R&D  muscle,  and  its 
fruits,  should  show  considerable  new 
profitability  there  even  sooner.  The  po- 
tential, as  the  good  doctor  might  say,  is 
interesting.  ■ 


1REF,  the  nation's  largest  equity  portfolio, 
4aces  its  bets  as  a  new  decade  dawns. 

The  Eighties 

with  a  little 
Kentucky  windage 


The  Money  Men 


We  began  lightening  up  on  our  oil 
asition  early  in  the  year,"  says  43-year- 
ld  James  S.  Martin,  who  heads  $6  billion 
ssets)  College  Retirement  Equities 
und,  by  far  the  largest  single  portfolio  of 
quities  in  the  U.S.  and  one  that  is  grow- 
lg  at  the  rate  of  $600  million  to  $700 
nllion  a  year. 

With  most  oil  stocks  selling  at  or  near 
leir  highs  for  the  year  right  now,  some 
ight  months  after  he  began  pruning 
ack  CREF's  huge  position — some  $975 


million — in  the  industry,  that  sell  deci- 
sion looks  like  a  blunder.  But  Martin 
sticks  by  his  guns,  a  slight  smile  showing 
under  his  mustache.  "Because  of  our  size 
we're  gradual  in,  gradual  out,"  he  replies. 
"That  forces  us  to  be  early." 

Well,  any  institution  could  say  that. 
Large  holdings  obviously  can't  be  liqui- 
dated overnight  at  the  absolute  high.  But 
isn't  Martin  clearly  premature  on  oil? 
Sell  Exxon  (CREF's  largest  single  petro- 
leum holding)  in  the  50s,  when,  in  the 
opinion  of  many  analysts,  its  assets 
make  it  worth  nearly  three  times  that 
much  per  share? 

Martin  smiles  with  the  inner  peace  of 


one  who  has  read  his  Graham  &  I 
"We  know  that  oil  companies  are  I 
bought  out  at  $3  a  barrel  in  the  groul 
$5  a  barrel  in  the  ground,"  he  says.  I 
if  you  do  that  to  Exxon  it's  worth  $  I 
$130  a  share  rather  than  $57.  1'rl 
arguing  that  if  Exxon  could  liquids! 
their  assets  today  they  would  nl 
worth  $130.  It's  just  that  there's  nql 
pect  of  that  happening.  Who's  gojl 
buy  Exxon?  Clearly  nobody.  We  sal 
asset  is  only  worth  the  earnings  and 
dends  it  will  generate.  Using  the 
dividend  discount  model  approaJ 
valuation,  the  stock  looks  overp 
Now  we  have  a  pretty  optimistic  ou 
on  the  industry's  ability  to  generate 
term  ■  earnings  and  dividends — bu 
market  does  too." 

Martin's  tough-minded  analysis 
nals  a  decided  change  in  CREF  ir 
ment  strategy.  "The  old  approach! 
much  more  cycle-oriented,  some  i; 
shorter  term  in  focus  and  far  less  n  j 
in  the  fundamental  analysis  of  Gr.  j 
&.  Dodd  as  a  consequence,"  says  M  ii 
who  came  to  CREF  in  the  dark  da  < 
the  1974  market  crash  after  13  ai 
with  Chase  Manhattan's  Chase  Inv  j 
Management  Corp.,  and  who  took  n 
as  operating  head  of  CREF  in  April. 

There's  no  mystery  about  what  { 
gered  that  change.  The  college  pi  e; 
sors,  now  some  642,000  strong,  wh  x 
long  to  CREF  or  to  its  older  sister  i  I 
income  fund,  Teachers  Insurance  &  | 
nuity  Association,  were  aghast  at  u 
happened  to  CREF's  portfolio  in  197  U 
(Most  professors  split  their  cont  it 
tions — generally  5%    of  their  si  I 
matched  by  10%  from  the  universi  l 
50/50  between  CREF  and  TIAA.)  j 
CREF  "accumulation  unit"  or  hypotj  I 
cal  share  worth  $90.54  in  1972  | 
worth  just  $51.17  two  years  later.  S 
CREF  annuities  vary  according  to 
performance,    retired  professors 
stung  badly  and  wasted  no  time  vel 
their  displeasure  on  CREF  manager! 
Being  an  entirely  self-managed  port 
("It's  just  basically  cheaper  once  yc 
past  a  certain  size,"  says  Martin),  C 
didn't  even  have  the  luxury  of  pu 
the  blame  on  outside  money  manai 
as  most  corporations  could.  So  there 
an  agonizing  reappraisal. 

Should  CREF  continue  its  long-st 
ing  policy  of  staying  fully  invested  2 
times?  Yes,  Martin  and  his  associ 
decided.  A  lot  of  big  institutional  m« 
may  be  sitting  on  the  sidelines  i 
waiting  for  the  next  major  upswin 
the  market.  Martin  thinks  they're  v 
ing  their  time. 

"One  set  of  figures  I  just  reporte 
our  trustees  yesterday,"  he  says,  ligh 
a  cigar  carefully,  "were  comparative 
ures  for  bank  and  insurance  comf 
equity  funds  over  five  years,  taking 
tember  of  1974  as  the  market  bott 
The  figures  show  that  CREF  was 
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ts  float  time  from  days  to 
t:l  ours  on  international  fund 
nsfers  with  SWIFT,  a 
nsatlantic  communications 
ystem. 
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AmeriTrust. 
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unloaded 
Mateo  Tools 
Corporation's 
freight  payment 
problem  with 
a  complete 
check  payment 
service. 


helps  Lakewood  Hospital  control 
health  care  costs  by  speeding 
the  cash  flow  of 
receivables 
with  a 
post  office 
Lock  Box. 


helped  Windsor  Realty 

&  Management,  Inc.  clean  up 
their  rental  billing  and  collections 
system  with  TABS. 


helps  companies 
ante  up  their  Federal 
Income  and  Social 
Security  tax  liabilities 
to  Uncle  Sam  through  our 
Automated  Electronic  Payroll  Service,  tfHj 


Headquarters:  Cleveland.  Ohio 

Making  things  happen 
in  MidAmerica. 


M  goes  to  the  far  corners  of  the  earth  to  help 
ind  and  produce  oil  and  gas. 


[ere,  on  a  sandy  bluff  over- 
wiring  the  Gulf  of  Suez,  C-E 
latco  desalters  are  processing 
il  from  one  of  Egypt's  off- 1 
hore  oil  fields.  In  fact,  C-E 
latco  equipment  plays  a  part 
1  processing  about  25%  of 
le  oil  and  gas  the  world  uses 
very  day. 

At  other  corners  of  the 
wld,  C-E  energy  specialists 
nd  equipment  are  also  at  work, 
elping  to  search  out,  develop 
nd  use  energy  resources. 

On  a  remote  coastline  of 
Kalimantan,  an  Indonesian 
iland,  stand  facilities  that  pro- 
uce,  process  and  transport 
il  from  the  Handil-Bekapai 


fields.  Starting  with  feasibility 
studies  and  design,  energy 
specialists  from  C-E  Crest  pro- 
vided engineering,  procure- 
ment, and  project  management 
for  this  challenging  multi- 
million  dollar  project. 

In  the  North  Sea. 

Gray  Tool,  a  C-E  operating 
unit,  has  furnished  wellhead 
equipment  for  more  than  50% 
of  the  platforms  now  installed 
or  scheduled  for  installation 
in  the  harsh  operating  environ- 
ment of  the  North  Sea. 

C-E  Vetco  has  developed 
a  diverless  underwater  drilling 
and  production  system.  Used 
successfully  in  the  North  Sea,  it 
cuts  the  time  between  dis- 
covery and  initial  production  of 


offshore  oil  and  gas  reserves. 

Energy  is  our  business,  all  over 
the  world. 

For  more  than  65  years,  C-E 
has  been  a  leading  supplier  of 
systems,  equipment,  tech- 
nology, and  research  to  help 
develop  the  world's  energy, 
conserve  it,  squeeze  more  uses 
from  it,  and  clean  up  after  it. 

For  more  about  C-E's 
worldwide  activities,  write 
Combustion  Engineering,  Inc., 
Dept.  7004-75, 900  Long  Ridge 
Road,  Stamford,  Connecticut, 
U.S.A.  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


i  The  Money  Men 
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'%  over  that  period.  The  S&P's  500  is 
bout  the  same  percentage,  but  if  you 
ust  for  the  cost  of  running  an  index 
d — which  we  feel  is  appropriate — you 
114%.  But  bank  equity  pools  were  up 
);  and  insurance  company  pools 
>ut  97% .  Now  the  difference  has  all 
to  be  timing  decisions  working 
inst  them — unless  you  think  that  a 
.  sample  of  insurance  and  bank  portfo- 
5  was  just  perverse  in  terms  of  stock 
;ction.  They  were  sitting  on  their 
h  reserves  and  missed  a  good  part  of 
strong  upleg  in  the  market." 
E  it  made  no  sense  to  try  to  time  major 
.ngs  in  the  stock  market,  did  it  make 
'  sense  to  try  to  time  cyclical  move- 
nts in  specific  industries?  No,  they 
ided,  it  did  not.  "I'm  not  familiar 
:h  any  evidence  that  people  can  time 
ir  investments  well,"  says  Martin,  his 
'ish  face  cold  with  conviction.  "We 
to  focus  on  the  secular  rather  than  the 
lical — and  hope  that  the  cyclical  cre- 
is  the  opportunity." 
for  example? 

Well,  here  it  is  late  1979,"  says  Mar- 
speaking  softly  but  in  short,  rapid 
sts.  "We're  probably  going  into  a  re- 
sion.  Chrysler  has  a  problem.  Car  in- 
tones are  up.  Sales  and  earnings  are 
n.  A  terrible  first  quarter.  That's  a 
lical  phenomenon.  The  timing  and 
gnitude  of  it  is  unforecastable  in  our 
nion.  But  it  creates  an  opportunity  for 
because  we  believe  in  the  long-term 
for  General  Motors.  We're  clearly 
ly  there.  We're  buying  and  we'll  con- 
e  to  buy.  We  could  have  been  a  lot 
re  aggressive  in  buying  GM,  given  our 
g-term  outlook.  But  we  think  we 
ht  have  an  even  greater  buying  op- 
tunity  tomorrow.  That's  judgmental 
tucky  windage  applied  because  I 
't  think  one  can  ignore  the  cyclical, 
basically  the  approach  is  secular." 
ut  what's  really  the  difference  be- 
en "Kentucky  windage"  and  playing 
cycles?  By  way  of  response  Martin 
his  thumb  over  his  shoulder  at  a 
puter  console  that  is  tirelessly  dis- 
ing  little  green  digits  on  a  screen 
ind  him.  "We've  learned  more  in  the 
2  or  3  years  in  equity  management 
n  we  learned  in  the  preceding  50,"  he 
s  proudly.  "The  computer  allows  us  to 
w  every  minute  what  we  think  about 
ry  stock  we  follow  through  an  on-line 
ation  system,  a  dividend  discount 
del.  Push  a  button  and  it  says  this 
k  is  still  attractive  even  though  it 
t  up  five  points,  or  this  one  went 
n  and  now  it  is  attractive.  .  .  .  We 
w  that  minute  by  minute.  Ten  years 
you  knew  that  month  to  month.  You 
e  different  procedures  that  will  opti- 
e  tradeoffs  or  give  you  a  particular 


yield  characteristic.  Interest  rates,  for  ex- 
ample, influence  stocks  in  different 
ways — and  not  just  savings  and  loans. 
They're  more  important  to  stocks  that 
depend  heavily  on  debt.  Before  now  all 
those  weightings  had  to  be  calculated 
between  your  ears  and  it  can't  be  done 
between  your  ears — certainly  not  if 
you're  following  450  stocks,  as  we  are." 

Fair  enough,  a  computer  permits  you 
to  be  more  methodical  because  it  per- 
mits you  to  make  precise  tradeoffs 
among  a  wide  number  of  considerations. 
But  that  in  itself  doesn't  mean  that 
CREF  is  taking  the  long-term  view. 

"Well,"  Martin  replies,  "we  hope  we're 
saying,  'We  forecast  this,  this,  this  and 
that.  Now  build  me  a  portfolio  that  lets 
those  forecasts  show  through.  Hedge  me 
out  on  the  bets  I'm  unwilling  to  make.' 
After  all,  you  can  and  should  admit  that 
you  just  don't  know  about  some  things 
and  you're  unwilling  to  bet  on  them." 

What  bets  is  CREF  willing  to  make, 
and  unwilling  to  make,  at  the  moment? 


"We're  betting  that  autos  are 
going  to  be  okay.  We're  bet- 
ting that  certain  domestic  ba- 
sic material  companies  are 
going  to  have  an  edge— paper, 
for  example,  or  aluminum — 
and  will  be  highly  competitive 
long  term.  I  think  we'll  see 
real  impact  on  the  energy 
question  within  five  years." 


Martin  flicks  off  his  cigar  ash  decisive- 
ly and  sighs.  He  was  afraid  that  would  be 
the  next  question.  "Okay,"  he  says,  tick- 
ing the  bets  off  on  his  fingers.  "We're 
unwilling  to  bet  on  very  low  inflation — 
or  on  hyperinflation.  We're  willing  to  bet 
that  inflation  stays  within  a  range  that  is 
manageable  both  by  the  economy  and  by 
the  private  sector,  as  it  has  so  far.  We're 
betting  that  autos  are  going  to  be  okay. 
We're  betting  that  certain  domestic,  ba- 
sic material  types  of  companies  are  going 
to  have  an  edge:  paper,  for  example.  Or 
aluminum.  That  these  are  going  to  be 
highly  competitive  in  the  long-term. 
We're  betting  against  oils  at  this  point, 
to  a  limited  degree.  Which  is  to  say  we're 
betting  on  a  more  rapid  substitution  pro- 
cess or  alleviation  of  the  energy  situation 
than  I  think  most  people  would  be  will- 
ing to  forecast  right  now.  You'd  have  to 
say  we're  technological  optimists  there.  I 
think  we'll  see  real  impact  on  the  energy 
question  within  five  years.  The  econom- 
ic incentives  are  just  enormous." 

Martin  elaborates  on  that  prediction 
with  great  enthusiasm.  "The  Depart- 
ment of  Energy  gave  SRI  International 
[Stanford  Research]  and  the  Jet  Propul- 
sion Lab  a  contract  to  develop  a  two-step 
process  to  produce  by  1986  a  silicon  ma- 
terial that  was  applicable  to  photovoltaic 


technology  for  solar  energy.  This  year — 
on  their  own,  not  funded  by  DOE — SRI 
developed  a  one-step  process  which 
wasn't  expected  until  1988." 

What  about  recession?  What  is  CREF 
betting  on  there?  The  consumer  seems 
to  be  pulling  in  his  horns. 

"We're  betting  a  little  bit  against  the 
consumer  here,"  Martin  replies,  thought- 
fully. "The  relative  real  position  of  the 
consumer  clearly  can't  advance  over  the 
next  15  years  the  way  it  has  over  the  last 
20.  He  can't  forever  keep  taking  a  larger 
share  of  GNP.  But  I  don't  think  we're 
saying  that  GNP  is  going  to  go  down.  It 
seems  to  us  that  the  capital  investment 
sector  has  to  increase  its  share  of  gross 
national  product  if  we're  going  to  work 
our  way  through  some  of  these  things." 

But  investment  in  plant  and  equip- 
ment in  the  U.S.  as  a  percent  of  GNP  is 
lower  than  in  almost  any  other  industri- 
alized country,  and  has  been  for  well  over 
a  decade. 

"That's  right,"  says  Martin,  relighting 
his  cigar,  "and  the  reasons  are  clear.  The 
economic  incentives  didn't  justify  it." 

In  other  words,  there  will  be  federal 
support  for  capital  spending? 

"Implicit  in  what  we're  saying  is  the 
belief  that  government  policy  will  move 
in  the  right  direction,"  Martin  replies. 
"No  matter  who  the  President  is.  And  I 
think  there's  evidence  to  show  that's 
reasonable.  I  think  we'll  see  something 
in  the  tax  area  that's  going  to  affect 
personal  savings,  which  has  been  one  of 
our  tremendous  problems.  Tax  the  inter- 
est and  then  have  an  inflation  rate  on  top 
of  it?  Why  save?  That's  the  argument  my 
16-year-old  son  used  on  me  the  other 
night.  'Why  don't  you  put  more  money 
in  the  bank,  Jimmy,  with  this  nice  job  of 
yours?'  I  say.  'Well,  because  to  put  money 
in  the  bank  is  to  lose  money,'  he  says. 
Absolutely  right.  I  think  the  tax  structure 
will  be  changed  in  other  ways  to  create 
the  right  incentives  for  savings.  They 
exist  in  other  countries.  I  think  it's 
coming." 

After  that  moderately  encouraging 
forecast,  one  last  question:  If  CREF's  per- 
formance in  the  27  years  since  it  was 
founded  follows  that  of  the  S&P's  500  as 
closely  as  a  midday  shadow,  why  bother 
trying  to  beat  it?  Why  not  just  relax  and 
be  an  index  fund? 

"I  don't  think  our  costs  in  managing 
this  fund  as  we  do  add  any  more  than 
.05% — five  basis  points — to  the  costs 
we'd  have  if  we  were  an  index  fund," 
Martin  replies.  "Now  if  you  spend  $1 
million  a  year  above  and  beyond  what 
you'd  spend  if  you  were  an  indexed  fund 
and  you  get  back  $2  million  a  year,  was  it 
worth  the  investment?  As  a  percent  of 
$6  billion  the  difference  doesn't  amount 
to  much.  But  would  you  make  the  invest- 
ment if  you  were  the  guy  making  the 
choice?  I  say  you'd  make  it  every 
time. "— Geoffrey  Smith 
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9  you  could  easily  treble  your  money  or  lose  most  of  it 
cavorites.  For  gainers,  it  was  the  year  of  the  lo  w-priced  stock. 


Winners  and 
sinners 


Statistical  Spotlight 


e  we  rages  went  nowhere  in  1979  but 
re  were  plenty  of  individual  winners 
I  losers.  The  stock  market,  as  mea- 
ed  by  the  Dow  Jones  industrials,  be- 
i  1979  at  805  and  was  only  a  few 
nts  higher  in  early  December.  Never- 


theless, the  old  cliche'  is  still  true:  It's  not 
a  stock  market  but  a  market  of  stocks. 

On  ten  Big  Board  stocks  this  year  you 
could  have  trebled  your  money  and  you 
could  have  doubled  it  on  scores  more.  We 
have  listed  below  the  50  NYSE  equities 
with  the  biggest  gains  so  far  in  1979,  and 
the  50  biggest  losers. 

And  while  you  could  have  made  good 
money  in  this  going-nowhere  market, 


you  could  easily  have  lost  your  shirt, 
Not  only  in  publicized  disasters,  like| 
Corp.  and  General  Public  Utilities,  bi 
quality  stocks,  like  Polaroid,  Sir 
KLM,  Outboard  Marine,  Winneb 
Ford  Motor  and  American  Airlines. 

What's  true  on  the  major  exchan 
equally  true  of  the  25  biggest  win 
and  the  25  biggest  losers  on  the  h\ 
and  on  the  o-t-c  market.  ■ 


A  market  of  stocks 


W\  the  major  stock  averages  were  up  in  1979;  the  Dow 
modestly  13%),  the  Amex  handsomely  (51%).  But,  as  usual, 
particular  stocks  soared  while  others  plummeted.  Below, 


the  50  biggest  gainers  and  losers  on  the  New  Yorl 
Stock  Exchange  and  the  25  biggest  gainers  and  losers  on  th 
American  Stock  Exchange  and  in  the  NASDAQ  market, 
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Want  to  see 

manufacturing  costs  go  down? 


Borg-Warner's  Morse  Chain  Division  is  about  to  market  an  AC  electric  motor  speed  control  that 
can  cut  the  electricity  needed  to  run  industrial  motors  by  up  to  one-third.  That's  Borg-Warner 
today.  And  there's  more  to  come.  In  eight  major  markets  Borg-Warner  is  a  company  to  watch. 


BORGJf  WARNER 


Watch 

Bora-Warner 


A  market  of  stocks 
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5% 

3% 

8%- 

-  3% 

-.25 

def 





21.56 

2,7: 

-landleman 

-33 

16  Va 

10% 

17  ■ 

-10% 

2.12 

5.0 

1.00 

9.3 

11.64 

2: 

Frigitronics 

-32 

14% 

10 

18% 

-  978 

1.28 

7.8 

.30 

3.0 

5.61 

Electronic  Memories  &  Mag 

-32 

45/g 

314 

.  5% 

-  2% 

UCl 

2.43 

1 

VI  Lowenstein 

-31 

13% 

9'/s 

17% 

-  9Va 

.47 

19.4 

.30 

3.3 

45.01 

6 

Lane  Bryant 

-31 

19% 

13'/s 

22%- 

-11% 

1.98 

6.6 

1.00 

7.6 

19.82 

3C 

Firestone  Tire  &  Rubber 

-31 

llVa 

8% 

137s 

-  8'/8 

1.70 

4.8 

.60 

7.3 

24.95 

4,8; 

Memorcx 

-30 

29% 

20% 

39 

-17% 

5.26 

3.8 





19.38 

6- 

ECuhlrncn 

-  30  ■ 

14'/s 

y  /4 

16% 

-  9% 

1  .OU 

1  X  T. 

1 0.O 

1  J.JO 

i: 

)apan  Fund 

-30 

12% 

8% 

13'/8- 

-  8% 

.18 

2.1 

1.24 

- 

Fabri-Centers  of  Ame.; 

67a 

4% 

8  - 

-  4% 

1.13 

4.2 

.28 

5.9 

10.84 

12 

Chrysler 

8% 

6 

11% 

-  57s 

-10.80 

def 

29.61 

13,61 

Fotomat 

11 

7% 

14% 

-  SVa 

.30 

25.8 

4.29 

1< 

def-deflcit.    NM-not  meaningful 
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From  capturing  thoughts 
to  containing  products... 

Union  Camp  is  part  of  your  life! 


Putting  thoughts  on  paper  has  its  own  specia 
way  of  crystallizing  ideas  and  sentiments . . . 
and  preserving  them  as  well.  At  Union  Camp 
we  produce  a  variety  of  papers  that  can  carry 
heavy  thoughts,  light  verse,  or  pretty  pictures. 
Not  only  for  stationery  but  other  fine  white 
grades  for  brochures,  booklets,  business 
forms,  computer  print-outs,  posters  and 
more  — all  created  to  make  communi 
eating  easier  and  more  effective. 


Union  Camp 


We  help  manufacturers  make  shipping 
their  products  easier  and  more  effective,  too. 
With  strong,  economical  corrugated  con- 
tainers. Union  Camp  is  a  major  manufacturer 
of  boxes  for  everything  from  appliances  to 
auto  accessories,  produce  to  poultry,  foot- 
wear to  furniture. 

At  Union  Camp  helping  to  transfer 
thoughts  and  move  merchandise  are 
just  two  of  the  ways  we're  growing! 


fc3   Union  Camp  Corporation.  1600  Valley  Road.  Wayne.  New  Jersey  07470 


Growing  in  more  ways  than  one. 

PAPER  •  PACKAGING  ■  CHEMICALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


A  market  of  stocks 


    "  '! 

o  change 

Price 

Latest 

Pnce/ 

Book 

A 

since 

as  of 

Recent 

1979  price  range 

12-months 

earnings 

Indicated 

Current 

value 

S 

Jan.  1 

(an.  1 

pnee 

high 

low 

EPS 

ratio 

dividend 

yield 

per  share 

t 

 _              -  — 

Tailcy  Industries 

— Zo  la 

1  178 

O  /8 

12'/2- 

77s 

0  1  -UJ 

7  7 

'S 1  nn 

1  9  VL 

1  Z  .1 J  /o 

1 1  1  4^ 

c 

Magic  Chef 

-28 

lO'/s 

7% 

ll'/2- 

67/8 

1.78 

4.0 

.60 

8.3 

14.22 

United  Merchants  &  Mfrs 

-27 

7% 

5% 

8%- 

5'/8 

.  1.38 

3.8 

— 

— 

12.93 

UAL 

-27 

29'/« 

2i'/8 

34%- 

20'/« 

-1.54 

def 

1.00 

4.7 

43.84 

31 

Gray  Drug  Stores 

-27 

13% 

10 

16V4- 

9% 

1.63 

6.1 

.80 

8.0 

17.56 

Ford  Motor 

1 7 

— Z  1 

42'/n 

305/s 

45%- 

29% 

10.90 

2.8 

4.00 

13.1 

85.48 

42 

CLC  of  America 

-27 

1 1  % 

8'/2  ' 

127s- 

7'/8 

.22 

NM 

.24 

2.8 

7.09 

American  Airlines 

-27 

13 'A 

9% 

14%- 

9'/8 

2.10 

4.5 

.40 

4.2 

22.94 

2, 

Armstrong  Rubber 

-26 

24  Vi 

18 

25%- 

17'/8 

4.39 

4. 1 

1 .20 

6.7 

67.90 

Ranco 

-26 

18% 

13% 

23  - 

12% 

1 .82 

7.6 

.84 

6.1 

14.36 

Ampriran  Stock  Exchange 

w  inncts 

Baruch-Foster 

9V-> 

Z  /2 

1  4 

147/8- 

2% 

.26 

NM 

1 .34 

Howell  Corp 

332 

7% 

33V4 

34  - 

7% 

5.74 

5.8 

.40 

1.2 

13.63 

(umper  Petroleum 

327 

2% 

11% 

11%- 

2% 

.12 

NM 

— 

— 

2.81 

Wainoco  Oil 

313 

67/l6 

26% 

29  Vi- 

6% 

.67 

NM 

.12 

.5 

3.14 

Vesely 

270 

l5/8 

6 

9Vi- 

1% 

-1.96 

def 

— 

— 

1.42 

Delhi  International  Oil 

9  A7 

ZO  / 

O  /8 

ZJ  /4 

27  - 

7 

0*1 

26.5 

1  n 

4 

^  9A 

Great  Basins  Petroleum 

264 

4% 

17% 

187s- 

4% 

.15 

NM 

2.81 

Wichita  Industries 

257 

3% 

12% 

127/8- 

3% 

.37 

34.4 

— 

— 

2.47 

Petro-Lewis 

252 

5Va 

177/8 

18%- 

5'/8 

1.32 

13.5 

— 

— 

4.23 

Forest  Laboratories 

238 

35/g 

12 'A 

14'/2- 

3% 

.51 

24.0 

— 

— 

2.07 

1  ubosueaceromex  AUK 

9  XI 

ZO  / 

_  /8 

g 

10%- 

2% 

.53 

15.0 

3.55 

Crown  Central  Petroleum 

231 

13'/8 

43  Vi 

47'/8- 

12% 

15.78 

2.7 

.80 

1.8 

39.93 

Crystal  Oil 

231 

9 

30 

30%- 

9'/8 

1.48 

20.2 

.36 

1.2 

5.57 

Triton  Oil  &  Gas 

230 

4'/8 

13% 

14%- 

4 

-.05 

def 

— 

— 

3.64 

Dynalectron 

223 

3'A 

10  Vi 

15%- 

3'/s 

.15 

NM 

— 

— 

3.78 

^restmoni       cx  uas 

9  1  3 

1  0 
i  y 

25%- 

5l/2 

.66 

28.7 

.19 

1  n 

2.86 

Meenan  Oil 

213 

5% 

167/8 

19'/8- 

5 

2.56 

6.5 

.24 

1.4 

7.10 

Struthers  Wells 

209 

65/s 

20% 

22%- 

6% 

1.01 

20.4 

.32 

1.5 

4.91 

Askin  Service 

208 

13/16 

2'/2 

4%- 

% 

-.03 

def 

— 

— 

2.71 

Consolidated  Oil  &  Gas 

208 

7 

21% 

22%- 

6% 

.17 

NM 

— 

— 

10.06 

Commodore  International 

1  z 

OO  /8 

38%- 

10  Vi 

in  1 

8  73 

Digicon 

204 

2% 

8% 

9  - 

2% 

.22 

NM 

4.40 

Marshall  Industries 

197 

43/s 

13 

13  - 

4% 

1.30 

10.0 

— 

11.48 

Glasrock  Products 

195 

5'/g 

15'/8 

15%- 

5*4 

.62 

24.3 

10 

.7 

7.60 

Schiller  Industries 

194 

2% 

7% 

9'/s- 

2Vl 

1.17 

6.2 

— 

— 

5.81 

Ml  f  l  *  \  ti  -i  1   Pi  f'l  iiAn 
iNdllOlldl  1  dla^Ull 

79 
—  /  z 

Z  /4 

/4 

3'/4- 

% 

—A  43 

UCl 

1  79 
1 .  /  z 

California  Life 

-66 

4'/« 

1% 

4%- 

1% 

-2.08 

def 

.02 

Superior  Industries  Intl 

-60 

14»/2 

5% 

15%- 

5% 

1.21 

4.7 

.25 

4.3 

7.92 

Iroquois  Brands 

-60 

33% 

13% 

34%- 

11*4 

1.66 

8.0 

.36 

2.7 

13.25 

1 

Executive  Industries 

-59  • 

7% 

3>/8 

8%- 

27/8 

-.85 

def 

— 

— 

8.25 

riitiiuiy  rrussi 

— D  1 

1  z 

J  /8 

12'/4- 

3% 

1   1  7 
—1.1/ 

aet 

3  A9 

Starrett  Housing 

-56 

8% 

37/8 

9%- 

3*4 

.92 

4.2 

.15 

3.9 

6.98 

1 

Edmos 

-56 

27s 

l'/4 

3%- 

l'/4 

-.78 

def 

6.88 

ET  Barwick  Industries 

-56 

2 

7/8 

2%- 

% 

.69 

1.2 

— 

— 

1.11 

Colonial  Commercial 

-54 

12% 

5% 

227k- 

4% 

-.07 

def 

— 

— 

1.27 

A  m  f  \  -1  h  1 

ill  1  I  Vlcll  1  I 

—54 

48 

9  1  7/u 

Z  I  /8 

52}/4- 

16'/8 

1  1  5 

4n 

1  ft 
1 .0 

1  1  09 
1  1 .  yz 

a 
j 

Florida  Capital 

-51 

4'/« 

2 

14%- 

2 

-1.72 

def 

5.06 

Glover 

-50 

1% 

7s 

27s- 

7s 

^.17 

def 



— 

4.82 

I 

Cramer  Electronics 

-48 

3'/8 

1% 

5*4- 

1% 

-1.50 

def 



— 

7.41 

1 

CHB  Foods 

-47 

13'/2 

7 

1 6  '/K  - 

6*4 

1.36 

5.1 



— 

11.27 

2 

A  nn  1 1 (*n  I^^vi rt*o. 

n y y  1 1CVJ  L/C  VRC3 

A  7 
'-t  l 

O  /8 

d-Vu 
/8 

1  1  '/s- 

3'/2 

.Zo 

1  O.O 

L.LO 

Medco  Jewelry 

-46 

1% 

7/8 

1%- 

*4 

-2.40 

def  ■ 

0.15 

Wilson  Brothers 

-45 

2% 

l'/i 

3*4- 

l'/2 

-.83 

def 



— 

5.25 

Robintech 

-45 

11 

6 

13%- 

5'/2 

-1.95 

def 



— 

12.93 

1< 

Marshall  Foods 

^5 

4% 

2'/2 

4%- 

2% 

-1.69 

def 



— 

10.69 

GIT  Industries 

-45 

4% 

2% 

6*4- 

2% 

78 

uei 

1  8^ 

.  J 

Carrols  Devel:  .-vent 

-45 

7'/8 

37/8 

8'/4- 

3% 

.52 

7.4 

.05 

1.3 

1.36 

-42 

1% 

1 

2'/8- 

1 

-.57 

def 

-6.26 

1% 

1 

2*4- 

% 

-.03 

def 

0.98 

3| 

3 

1% 

3%- 

l'/2 

.18 

9.7 

2.48 
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FORBES 

THE  GIANT 
KILLER 


Top  ten 
Magazines 

Pages 
Gained  or  Lost 

Total 
Advertising  pages 

Rank 

Forbes 

433 

2,489 

8 

People 

333 

3,151 

4 

Cosmopolitan 

299 

2,240 

9 

TV  Guide 

223 

3,409 

3 

Fortune 

188 

2,140 

10 

BusinessWeek 

135 

4,676 

1 

The  New\brker 

69 

3,720 

2 

Newsweek 

66 

3,121 

Time 

-72 

2,816 

6 

Sports 
Illustrated 

-94 

2,549 

7 

Only  seven  magazines 
have  topped  Forbes  in 
advertising  pages  for  1979* . 
and  they're  all  weeklies. 


As  you  can  see  from  the  chart,  Forbes  is  not  only  the  Number  One  non-weekly  in  the  country, 
its  the  only  non-weekly  up  there  with  the  giants.  Lucky  for  them,  Forbes  isn't  a  weekly. 

'Eleven  Month  Publishers  Figures-  Source  MIN.  Medu  Industry  Newsletter 

Forbes: 


CapitalistTbol 

Forbes  Magazine-60  Fifth  Ave  .NY,  NY  10011 


A  market  of  stocks 


%  change 

Price 

Latest 

Price/ 

Book 

Anj 

Rpppnt 

1979  price  range 

1 2-months 

earnings 

Indicated 

Current 

value 

Company 

Ian.  1 

Jan.  1 

price 

high  low 

EPS 

ratio 

dividend 

yield 

per  share 

NASDAQ 

Winners 

Magellan  Petroleum 

A  A  10/ 

44  Z  /o 

1  'lib 

£37. 
3/4 

7  7/u 

/  78—  v4 

4>  — .U4 

UCI 

C     A  1 
3)  .41 

Wphli  Resources 

All 

8 

41 

41  Vi-  8'/4 

.15 

NM 

8.93 

$ 

McFarland  Energy 

336 

3'/b 

135/8  . 

14V2-  3 

.76 

17.9 





2.86 

Thomas  International 

300 

Vi 

2 

4     -  '/4 

-1.07 

def 

— 

— 

.25 

Oregon  Metallurgical 

289 

A% 

18 

197/s-  3% 

1.04 

17.3 

— 

— 

4.13 

Tomlinson  Oil 

lay 

A  1/ 
4V4 

1  /£3/ 
1  (178 

1  /i3/~       /I  1/ 
tO  78—  478 

1  ni 
I  .01 

lo. U 

/11C 

4.Z3 

Cvkes  Dutatronirs 

JVM  ^    i      ■    1  '  -  1  I  1    ■  1  ■  ' 

288 

4'/2 

17l/2 

19%-  4y2 

.88 

19.8 

2.76 

Great  National 

281 

2% 

10V2 

10%-  2% 

.37 

28.3 





2.48 

Commonwealth  Oil  Ref 

279 

2% 

9 

12s/8-  2% 

l.lO 

8.1 

— 

3.02 

Oklahoma  Oil 

270 

1% 

6 

9'/4-  l'/2 

-.03 

def 

— 

— 

.57 

Amarex 

Z.io 

1  3  74 

3  0/2 

£1         1  £3/. 
OZ  —13/4 

i  on 
i  .yu 

107 
zy.  / 

11  QQ 

ll.aa 

Dyco  Petroleum 

256 

7'/4 

25% 

25%-  7% 

l.Ol 

25.4 

3.40 

US  Energy 

256 

8 

28  72 

40'/2-  7 

.02 

NM 





1.09 

Equity  Oil 

254 

14% 

52 'A 

55'/4-14V2 

1.46 

35.7 

$.70 

1.3% 

10.41 

Lear  Petroleum 

252 

9% 

33'/8 

36%-  9% 

1.33 

24.9 

.12 

.4 

4.66 

Applied  Materials 

1  C  l 

23  I 

1  78 

1  C 
ZD 

Z/      —  1 

1  in 
Z.  1U 

1 1  .y 

C  QA 
3.84 

Oxoco 

246 

1% 

5s/s 

6 '78-  l5/8 

.10 

NM 

.47 

Guardian  Chemical 

244 

% 

3 

7%-  7/s 

-.01 

def 



.45 

Tosco 

237 

6 

20V4 

24%-  55/s 

2.98 

6.7 

— 

— 

2.65 

1, 

Mostek 

232 

18'/8 

60l/4 

61VS-17% 

2.74 

21.9 

— 

— 

15.05 

Kroy  Industries 

Tin 

zzy 

O  1/ 

1 0 
zo 

Qni/  os/ 

dUVi—  078 

1  1  n 
z.  ly 

117 

11.  1 

.z4 

.y 

/"  no 

o.yy 

Royster 

229 

37» 

12% 

13    -  3% 

.68 

18.7 

.40 

3.1 

9.52 

Fife 

226 

2% 

9% 

lOVs-  2% 

1.20 

7.7 

.16 

1.7 

5.74' 

May  Petroleum 

223 

5% 

17 

17l/2-  5t8 

.94 

18.0 

— 

— 

6.78 

Wells-Gardner  Electronics 

222 

2'/4 

7'/4 

8%-  2% 

-.57 

def 

— 

— 

5.73 

Sinners 

El  Dorado  International 

—OS 

/i  i/ 

4'/4 

5/ 
78 

C\L  17. 
O  72  —  72 

.40 

i.o 

1  1/£ 
Z.Zo 

Integrity  Entertainment 

-81 

5% 

1 

5V2-  1 

-.87 

def 

.50 

5.0 

1. 11 

American  Clipper 

-76 

67s 

1% 

8      -  l'/2 

-.45 

def 

3.71 

Leisure  Time  Products 

-75 

1 

l/4 

7/s-  % 

-.35 

def 

— 

— 

1.05 

Inforex 

-74 

6% 

1% 

9%-  l5/8 

-.17 

def 

— 

— 

6.16 

Posi-Seal  International 

71 

— /  o 

y  78 

1  5/ 
Z78 

1  ni/       1  5/ 
1U/4—  Z78 

.Z4 

iu.y 

1  n 
.1U 

o.a 

11c 

Z.  13 

EIP  Microwave 

-72 

9  74 

2l/2 

9%-  IVl 

.56 

4.4 

2.39 

Recoton 

-68 

2% 

2%-  7/8 

.26 

3.3 





2.57 

Pop  Shoppes  International 

-67 

3'/4 

l'/16 

3%-  1 

-.02 

def 

— 

— 

NA 

Data  Dimensions 

-67 

5 

l5/8 

6'/2-  IVs 

-.98 

def 

— 

— 

3.04 

Amicor 

— OO 

1  1/, 
1  72 

1/ 
'72 

13/  1/ 
174—  72 

1  Q 

—.la 

uet 

1  A  Q 

— Z.4o 

Wiener 

-63 

15 

51/2 

18   -  5% 

1.04 

5.2 

.36 

6.5 

8.88 

Frawley 

-63 

8'/4 

3 

7/8-  21/2 

-1.27 

def 

9.12 

Cambridge  Memories 

-63 

4% 

1% 

5%-  1% 

.15 

11.6 





1.30 

Microform  Data  Systems 

-61 

25/8 

1 

3'/8-  1 

-2.00 

def 





.01 

Morgans  Restaurants 

— ou 

11/ 
2  72 

1 

1V2-  1 

-.88 

def 

.95 

Brougham  Industries 

-60 

l'/4 

l/2 

1  Vi—  % 

-2.55 

def 

.41 

Cont'l  Information  Systems 

-59 

6% 

2% 

8%-  2% 

-1.88 

def 

.24 

8.7 

2.28 

Computer  Automation 

-59 

23 '/2 

9'/2 

25%-  8'/2 

-2.13 

def 

.20 

2.1 

13.01 

Allied  Technology 

-58 

l13/w 

% 

l7/8-  % 

-.34 

def  ' 





.68 

odiem  v^arpet  ivinis 

—Of 

/I  l/„ 
4  78 

1 1/ 

5      -  1S78 

.25 

7.0 

3.31 

Paul  Harris  Stores 

-57 

10'/2 

4'/2 

10V4-  4l/2 

-1.46 

def 

— 

— 

7.99 

Pacesetter  Industries 

-57 

1% 

% 

1%-  % 

-1.18 

def 

2.49 

Kayot 

-57 

78 

% 

l'/s-  % 

-1.52 

def 

.32 

Groman 

-57 

1% 

1%-  % 

-.35 

def 

3.36 

duf-deftcit    NM-not  meaningful.    NA-not  available. 


FORBES,  DECEMBER  24, 


If  s  time  to  honor  some 
of  our  national  resources: 

Aaron  Copland 
Ella  Fitzgerald 
Henry  ronda 
Martha  Graham 
Tennessee  Williams 


They've  created  music  for  us. They've  sung.  Acted.  Danced. 
And  written  masterpieces.  And  when  they  did,  it  moved  us.  Lifted 
our  spirits.  And  changed  our  lives. 

Their  lifelong  contributions,  through  the  performing  arts, 
enriched  the  quality  of  our  lives  and  American  culture. 

For  their  life's  work,  each  has  received  the  coveted  Kennedy 
Center  Honor.  Now,  you  can  witness  the  ceremony  and  celebration 
as  you  join  hundreds  of  their  famous  colleagues  in  paying  tribute 
to  these  five  individuals. 

It  will  be  a  gala  evening  of  performances  and  remembrances 
inside  our  national  cultural  center,  The  Kennedy  Center  for  the 
Performing  Arts  in  Washington,  D.C. 

Don't  miss  any  of  it.  Because  stars  like  these  don't  come  out 
every  night  of  the  year. 

The  Kennedy  Center  Honors 

A  Celebration  of  the  Performing  Arts 
Saturday,  December  29,  CBS-TV 

Check  local  listing  for  time  and  channel. 


@  Bell  System 


hat,  er  happened  to  Amoskeag,  the  once- 
New  England  textile  company?  Is  its 
accessor  on  the  road  to  greatness  again? 


Breakout 
candidate 


By  Jean  A.  Briggs 


High  above  Boston,  on  the  45th 
floor  of  the  Prudential  Building,  is 
a  suite  of  offices  shared  by  two 
ell-born  men,  one  age  41,  the  other  77. 
he  younger  is  Joseph  Buell  Ely  II,  the 
der,  Frederic  Christopher  Dumaine  Jr. 
!y  is  named  for  his  grandfather,  a  two- 
rm  governor  of  Massachusetts  in  the 
hirties.  Dumaine  was  named  for  his 
ther,  EC  Dumaine,  a  well-known  New 
igland  financier  and  industrialist 
iroughout  the  first  half  of  the  century, 
jgether  the  two  run — besides  a  gaggle 


of  trusts  and  the  private,  Pennsylvania- 
based  Arthur  T.  Walker  Co. — a  publicly 
held  (over-the-counter)  outfit  named 
Amoskeag  Co. 

Amoskeag  either  owns  outright  or  has 
a  controlling  interest  in  some  impressive 
assets.  It  owns  over  40%  of  Fieldcrest 
Mills  ($500  million  sales)  of  Eden,  N.C., 
100%  of  Fanny  Farmer  Candy  Shops  ($44 
million  sales)  of  Bedford,  Mass.  and  99% 
of  Maine's  Bangor  &  Aroostook  Railroad 
($26  million  revenues).  Besides  these, 
Amoskeag  controls  a  miscellany  of  firms 
like  Moore's  Falls  Corp.,  which  has  land 
holdings  in  Massachusetts,  Maine  and 


New  Hampshire,  and  Westville  Fj 
Corp.,  a  maker  of  modular  home 
told,  Amoskeag  either  owns  outrij 
has  firm  control  of  companies  wi| 
sets  of  nearly  $180  million,  revent 
well  over  $500  million  and  earnii 
over  $25  million. 

But  Amoskeag  is  something  moi 
is,"  says  one  Bostonian,  "a  trove  of 
and  stories  that  have  happened 
many  years  and  that,  crazily  enough 
no  less  interesting  as  time  goes  on. 
cifically,  it  is  the  remains — the 
perhaps — of  the  greatest  New  En 
cotton  textile  concern,  the  Amu 
Manufacturing  Co.  of  Manchester,1 
Established  in  the  1830s,  it  grew 
the  largest  textile  mill  in  the  \1| 
stretching  for  miles  along  the  Mem, 
River,  operating  its  own  foundries,  I 
ing  its  own  locomotives  and  textil 
chinery,  even  owning  a  giant  c 
plantation  in  Mississippi.  It  thrived) 
well  into  this  century,  when  techni 
cal  change  and  competition  from  si 
ern  mills  brought  on  its  decline.  Icl 
bled  along  until  1936,  when  a  floi 
damaged  its  equipment  as  to  bring  i 
liquidation. 

The  original  Frederic  Christophe 
maine  was  the  son  of  poor  French  C 
dian  immigrants.  He  began  as  offia 
for  a  wealthy  Bostonian  who  soon 
him  to  work  at  the  mill.  He  started 
as  a  bobbin  boy  in  1880  and  by  190« 
worked  his  way  up  to  treasurer- 


and  Set a,  r  Adviser  Frederic  C.  Dumaine  Jr. 
of  things  past,  feeding  an  anticipation  of  things  to  come. 
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The  MC.the  latest  truck  design, 
specifically  built  for  intra-city  pickup 
and  delivery. 

A  new  standard  for  short-haul  service  was  set  with 
the  introduction  of  Mack's  low-profile  cabover,  the 
MC.  A  short  BBC,  set-back  front  axle,  and  integral 
power  steering  give  the  MC  exceptional  maneuver- 
ability, while  the  wide,  deep  windshield  with  large 
side  and  rear-view  mirrors  provide  excellent  all- 
around  visibility.  That  makes  the  Mack  MC  a  real 
beauty  in  the  back  streets,  and  means  less  effort 
for  the  driver  and  greater  safety  overall.  Efficient 
use  of  fuel  and  years  of  dependable  service  are  built 
into  the  MC,  and  naturally  the  800  Mack  Parts  and 
Service  Centers  stand  ready  to  meet  your  service 
needs. 

You  expect  the  leader  to  show  the  way  into  the 
'80s  and,  with  the  Mack  MC,  the  leadership  shows. 

Mack  Trucks,  Inc.  One  of  The  Signal  Companies  ® 


nan  who,  in  those  days  in  New  England, 
an  the  company.  It  was  his  hard  destiny 

0  preside  over  its  decline  and  fall. 

In  1925,  in  an  effort  to  protect  the 
hareholders — which  by  then  included 
he  Dumaines  trust  he  had  set  up  for  his 
amily — Dumaine  reorganized  the  com- 
>any  with  the  manufacturing  arm  as  a 
ubsidiary  of  the  main  company.  That 
nabled  lum  to  shield  some  $26  million 
n  earnings  from  the  ever-heavier  weath- 
r  besetting  New  England  textiles.  When 
he  manufacturing  subsidiary  went  tin- 
ier, the  parent,  essentially  a  holding 
ompany,  remained  intact,  and  Dumaine 
nd  his  family  were  the  largest  holders  of 
iarent  company  stock. 

While  he  was  Amoskeag's  treasurer, 
Ximaine  had  been  active  in  other  com- 
anies  as  well.  He  revived  the  moribund 
ore  River  Shipbuilding  Co.  and  sold  it  at 

nice  profit  to  Bethlehem  Steel.  He  ran 
he  Waltham  Watch  Co.  for  years, 
nd  dressed  it  up  so  nicely  that  he 
ould  sell  it  at  a  profit  (it  promptly 
/ent  bust  in  the  hands  of  its  new 
wners).  He  is  probably  best  re- 
lembered,  however,  for  his  cap- 
ure  at  age  82  of  the  New  Haven 
Railroad  in  1948. 

All  this  history  is  relevant  pri- 
larily  because  he  left  his  son  EC. 
)umaine  Jr.  (called  Buck  or  Bucky 
ecause  of  his  athletic  ability;  he 
ven  played  professional  hockey 
)r  a  time)  in  charge  when  he  died 

1  1951.  Buck  was  reportedly  so 
luch  in  awe  of  his  father  that 
men  he  made  a  decision  he  would 
ay,  "This  is  what  my  father  would 
ave  done."  Like  the  Eugene 
)'Neill  character  who  could  not  Amosk 
et  away  from  the  land,  he  has  First, 
ever  been  able  to  get  away  from  textiles 
nd  railroads.  While  New  England  was 
urturing  a  great  electronics  boom — its 
oung  companies  often  housed  in  long- 
ilent  textile  mills — this  New  Englander 
trove  to  create  a  New  England  rail  sys- 
;m  and  a  southern  textile  empire. 

Dumaine's  first  task  after  his  father's 
eath  was  to  carry  on  the  revival  of  the 
Jew  Haven  Railroad.  Within  three  years, 
owever,  he  lost  control  of  the  road  in  a 
roxy  fight*  with  Patrick  McGinnis, 
mo  proceeded  to  milk  the  New  Haven 
d  badly  that  it  went  bankrupt  and 
IcGinnis  went  to  jail.  Buck  Dumaine 
i\d  his  New  Haven  holdings  after  he  lost 
ontrol,  and,  as  a  result,  is  said  to  have 
een  one  of  the  few  people  to  make  mon- 
y  from  the  New  Haven. 

Far  from  being  turned  off  toward  rail- 
fading,  by  loss  of  the  New  Haven,  Du- 
laine  promptly  bough:  into  the  Dela- 
ware &  Hudson,  then  came  up  with  a 


scheme  to  create  a  New  England  rail  sys- 
tem via  end-to-end  mergers  of  four  exist- 
ing roads:  the  D&H,  the  Boston  & 
Maine,  the  Maine  Central  and  the  Ban- 
gor &  Aroostook.  Unfortunately,  the 
DikH  shareholders  decided  to  be  taken 
over  by  the  Norfolk  &  Western;  so  while 
Dumaine  made  a  pot  of  money,  he  lost 
the  western  anchor  of  his  system. 

Even  that  did  not  quench  his  interest 
in  railroading,  for  he  bought  the  Bangor 
&  Aroostook,  a  traditionally  profitable 
pulp-and-potato-hauling  road  in  northern 
Maine,  and  he  bought  into  the  Maine 
Central.  But  the  latter  deal  soon  degener- 
ated into  a  bitter  personal  and  bureau- 
cratic three-way  battle  among  Dumaine, 
one  of  the  Maine  Central's  top  execu- 
tives and  the  moribund  Interstate  Com- 
merce Commission.  So  Amoskeag,  its 
Maine  Central  stock  in  an  independent 
voting  trust,  has  drawn  back  from  the 
*r  'if, 


eag's  long-closed  Manchester 
the  business  went  south. 


N.H.  cotton  mills 
Tomorrow,  Ireland 


\!  the  same  time  he  was  aiso  involved,  as  an  American 
'vohri  Co.  director,  in  the  stormy  proxy  fight  by  which 
•xtroii  tirtitlh  took  over  American  Woolen.  Textron  s 
yy  little  utys.  he  warned  Buck  not  to  try  to  cany  on  tu  o 
td>  fights  simultaneously.  Buck  did -and  lost  both. 


fray — though  last  summer  the  ICC  decid- 
ed, out  of  the  blue,  that  Amoskeag  had 
violated  the  Clayton  Act  by  buying 
Maine  Central  stock  14  years  earlier. 

Dumaine  has  had  considerably  more 
success  in  textiles.  In  1953,  just  two 
years  after  his  father  died,  he  bought  the 
textile  manufacturing  division  of  Mar- 
shall Field  &  Co.  At  that  time  what  is 
now  Fieldcrest  Mills  consisted  of  little 
more  than  some  dilapidated  mills  with 
about  6,000  employees.  The  company 
concentrated  on  home  furnishings — 
towels,  sheets,  rugs — and  has  been  an 
outstanding  success,  growing  faster  and 
earning  a  better  return  than  its  competi- 
tors over  most  of  its  26-year  history.  It 
led  in  introducing  printed  sheets  and  co- 
ordinated towels,  and  it  still  dominates 
the  high-priced  domestics  trade.  Now  it 
is  building  a  plant  in  Ireland  and  plans  to 
expand  throughout  Europe. 

Joe  Ely  sees  Fieldcrest  as  Amoskeag's 
shining  star,  the  one  that  people  should 
look  at  if  they  want  to  see  what  Buck 
Dumaine  has  wrought.  Buck  gets  his  spe- 
cial charge  bragging  about  the  jobs  he  has 
created.  Says  he,  of  the  employees  at  two 


mills  bought  by  Fieldcrest  last  year 
people  were  looking  over  their  sho 
nervously  and  saying,  'Somebody's 
ing,  maybe  they'll  help  us.' 
enough,  the  new  employees  were 
put  under  Fieldcrest's  pension  pi 
Ely  tells  the  story,  the  listener  cann 
recall  the  long  years  when  Dumai 
nior  took  the  heat  for  throwing  vir 
all  of  Manchester  out  of  work. 

Fanny  Farmer  is  a  different  rtt 
Amoskeag  bought  in  originally  in) 
(says  Dudley  Dumaine,  Buck's  46j 
old  son,  who  was  Amoskeag's  CEC 
last  year)  to  help  a  family  frienc 
proxy  fight.  Then  the  investmen 
increased  with  the  idea  that  the 
pany  could  be  shaped  up  and  sold 
Dumaine's  son-in-law  was  put  in  t 
it.  But  the  FTC  stopped  one  pro 
merger,  the  Justice  Department  an 
The  son-in-law  departed  in  1970 
Fanny  Farmer  has  limped 
with  no  clear  direction  ever 
Two  years  ago  Amoskeag  tri 
buy  the  rest  of  Fanny  Farme 
was  turned  down  by  its  board 
year  Ely  succeeded. 

Why  such  an  effort  to  buy 
ond-rate  company?  "To  get  ct 
in  one  place,"  says  Ely,  "s 
company  can  be  turned  arou 
has  a  world  of  potential,  ar 
numbers  have  been  saying 
for  some  time.  If  we  were  to  s« 
felt  the  candy  business  repres 
the  best  opportunity  for  grow 
the  future,  we'd  be  kidding 
selves.  But  we  do  have  a  tre 
dous  opportunity  to  im 
Fanny  Farmer  if  we  could  jusi 
couple  of  things  right." 

But  there's  more  to  it.  Say 
"The  purchase  of  Fanny  Farmer  is  i 
of  getting  off  the  dime  for  Amosk 
which  has  been  in  a  period  of  pau; 
several  years.  "In  coming  out  of  si 
period,  there  has  to  be  an  event,  one 
will  start  the  magneto,  and  this  is  i 
Joe  Ely  is  clearly  an  ambitious  and 
suasive  young  man — persuasive  en 
to  talk  as  intensely  family-minded  ai 
as  Buck  Dumaine  into  making  Ely 
at  Amoskeag,  replacing  Buck's  owr 
(Dudley  Dumaine  won't  say  why  h 
the  company:  "Isn't  that  terrible 
laughs.)  Ely  had  arrived  at  Amoskea 
morning  in  1970,  after  brief  stints  i 
construction  and  brokerage  busine 
and  asked  for  a  job.  "I  asked  Joe's  fa 
Richard  Ely  [a  leading  Boston  law 
about  him,"  recalls  Buck  Dumaine, 
his  father  said  he  was  a  hard  worke 
stubborn.  'As  stubborn  as  I  am?'  I  as 
'Well,  not  quite,'  said  Richard  Ely." 

But  why  Amoskeag?  Without 
tion,  partly  for  sentimental  reasons 
elder  EC.  Dumaine  was  as  much 
end  to  Joe  Ely  as  was  his  own  grai 
ther,  a  rather  conservative  Dem 
who  (according  to  his  grandson] 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of 

these  securities.  The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE 

  November  29,  1979 

#500,000,000 

Southern  Bell  Telephone  and  Telegraph  Company 

Forty  Year  10.90%  Debentures,  due  December  1,  2019 


Price  99.73% 

(Plus  accrued  interest  from  December  1,  1979  to  the  date  of  delivery.) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  Si  Smith  Incorporated 

Morgan  Stanley  8C  Co. 

Incorporated 

Salomon  Brothers 

The  First  Boston  Corporation  Goldman,  Sachs  8C  Co. 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  8C  Co.  Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated 

Dillon,  Read  8C  Co.  Inc.  Donaldson,  Lufkin  8C  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  8C  Company  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  Paine,  Webber,  Jackson  8C  Curtis 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin     Shearson  Hayden  Stone  Inc.     Smith  Barney,  Harris  Upham  8C  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  8C  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 

Alex.  Brown  8C  Sons  The  Robinson-Humphrey  Company,  Inc.  Thomson  McKinnon  Securities  Inc. 
ABD  Securities  Corporation  Allen  8C  Company  A.  E.  Ames  8C  Co.  Atlantic  Capital 

Incorporated  Incorporated  Corporation 

Robert  W.  Baird  8C  Co.  Basle  Securities  Corporation  Bateman  Eichler,  Hill  Richards 

Incorporated  Incorporated 

William  Blair  8C  Company      Dain  Bosworth      Daiwa  Securities  America  Inc.      Dominion  Securities  Inc. 

Incorporated 

F.  Eberstadt  8C  Co.,  Inc.  A.  G.  Edwards  &  Sons,  Inc.  Eppler,  Guerin  8C  Turner,  Inc. 
EuroPartners  Securities  Corporation                           Robert  Fleming  Kleinwort,  Benson 

Incorporated  Incorporated 

Ladenburg,  Thalmann  8C  Co.  Inc.  McDonald  8C  Company  McLeod  Young  Weir  Incorporated 

Moseley,  Hallgarten,  Estabrook  8C  Weeden  Inc.  New  Court  Securities  Corporation 

The  Nikko  Securities  Co.  Nomura  Securities  International,  Inc.  Oppenheimer  8C  Co.,  Inc. 

International,  Inc. 

Piper,  Jaffray  &  Hopwood  Wm.  E.  Pollock  dC  Co.,  Inc.  Prescott,  Ball  &  Turben 

Incorporated 

Rotan  Mosle  Inc.  Scandinavian  Securities  Corporation  Stuart  Brothers 

Tucker,  Anthony  8C  R.  L.  Day,  Inc.       Ultrafin  International  Corporation       Wheat,  First  Securities,  Inc. 
Wood  Gundy  Incorporated  Yamaichi  International  (America),  Inc. 


In  truck  leasing 
and  renting  . . . 

Our  Big 
Wheels  keep 
yours  rolling. 

Our  company  has  135  presidents, 
but  you  deal  with  only  one! 

At  Nationalease,  you  always  deal  with  top 
management  when  you  rent  tractors  or  trucks. 
That  means  quick  decisions  when  you  need 
them,  because  each  president  of  the  1 35  U.S. 
and  Canadian  companies  in  the  National  Truck 
Leasing  System  owns  his  own  business.  He 
doesn't  get  transferred  just  as  he's  learned  your 
transportation  needs.  You  don't  get  caught  in  red 
tape  or  headquarters  bureaucracy  to  slow  you 
down. 

Each  president  can  give  you  local,  regional  or 
national  coverage  through  Nationalease's 
network  of  21 6  franchised  Service  Centers 
nationwide.  At  Nationalease,  our  Big  Wheels 
see  the  Big  Picture  —  to  keep  your  trucks  rolling 
efficiently  and  economically. 


!\J. 

Nat^oriaLease 


NATIONAL  TRUCK 
LEASING  SYSTEM 

One  North  Wacker  Drive 
Chicago,  III.  60606 
For  nearest  affiliate 
call  collect:  312-782-2991 


about  to  be  named  to  run  with  | 
hower  in  1956,  when  the  brain  t 
that  killed  him  was  discovered. 

But  there  was  also  the  potentia 
very  interesting  situation.  Young  Jc 
puts  it  this  way:  "Financially  this 
pany  is  like  a  pearl  in  the  ocean.  I  he 
five  or  six  years  it  will  be  perceiv 
the  public  to  be  an  operating  compj 

Amoskeag,  40%  owned  by  th 
maines  trust  and  another  20% 
satellite  trusts,  recently  traded  ove 
counter  at  $40  to  $45  a  share.  But 
keag's  share  of  the  book  value  o 
companies  in  which  it  has  holdin 
up  to  well  over  $100  per  Amo: 
share.  And  remember  that  the  boo 
ue  of  those  companies  is  very  con; 
tively  stated:  Many  of  them — the 
roads,  for  example,  and  Fieldcrest— 
land  carried  at  its  purchase  price 
years  ago.  ("If  the  Bangor  &  Aroo 
bought  its  land  for  3  cents  an  ac 
1880,"  quips  Dudley  Dumaine,  "it  ( 
to  be  worth  at  least  4  cents  now. 
Fanny  Farmer  owns  some  350  1< 
many  of  which  could  be  quite  valua 

Amoskeag  stock  could  be  an  intd 
ing  way  to  own  Fieldcrest,  provideo 
recognizes  two  problems.  There's 
Amoskeag  out  there,  so  the  market 


".  .  .  The  purchase  of  Fa\\ 
Farmer  is  a  way  of  gettii 
the  dime  for  Am.osk.et 
which  has  been  in  a  perio* 
pause  for  several  years. 


is  not  very  liquid;  and  barring  majc 
velopments,  there's  no  reason  to  exp 
higher  market  value  in  the  future. 

One  thing  seems  sure — Amo 
won't  go  private.  The  very  idea  ofl 
Ely:  "If  you  eliminate  checks  and 
ances  you  do  everybody  a  disfavor^ 
almost  shouts.  "As  much  as  I'm  in 
frustration  with  the  SEC  and  the 
changes,  there  is  a  check  and  balar 
can't  go  running  off  doing  whateve 
hell  I  want  to  satisfy  my  soul  or  e 
Buck  Dumaine's  opposition  is  as  era 
tic  if  more  practical:  "We  bough 
some  of  the  great-grandchildren's  si 
in  1972  for  $15  million.  We  had 
shares  but  the  $  1 5  million  wasgone.  V 
you  shrink  the  capital  of  a  large 
poration,  how  then  do  you  meet  its gn 
needs?  You  ought  to  be  able  to  get  at 
two  ears  from  one  kernel  of  corn." 

So  all  the  signs  suggest  a  major  bi 
out:  a  young,  ambitious  chief  execi 
running  an  old  company  with  plem 
undervalued  assets  plus  ample  borrow 
power.  The  first  test  would  seem 
whether  Ely  can  turn  around  Fj 
Farmer  and  then  cash  in  on  it.  If  he 
watch  out.  Both  men  at  the  top  w 
love  to  see  Amoskeag's  future  equa 
well-remembered  past  glories.  ■ 
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Forbes  Diary  Features 

■  2  full  pages  per  week 

■  hourly  schedule  plus 
note  space  for  each  day 

■  personal  data  record 

■  record  of  securities 
bought  and  sold 

■  chart  of  security  and 
financial  trends 

■  U.S.  and  interna- 
tional air  distances 

■  metric  conversion 
tables 

■  toll  free  800 
telephone  directory 

■  staff  vacation  chart 

■  interest  tables 

■  record  of  charitable 
contributions 

■  statistics  on  top  U.S. 
corporations 

■  time  chart  world 
cities 

■  currency  converter 

■  mini-diary  for  first  3 
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East  meets  East 

rhe  dinner  itself  tendered  a  few  weeks 
igo  in  London  by  Prime  Minister  Marga- 
et  Thatcher  for  Hua  Guofeng,  chairman 
>f  the  People's  Republic  of  China,  was 
ust  another  brilliant  state  occasion — the 
lining  room  at  10  Downing  Street  ablaze 
vith  power,  the  menu  (roast  duck, 
>oached  salmon  and  pineapple  drenched 
n  kirsch)  stoked  with  calories.  Perhaps 
he  most  interesting  event  of  the  night 
ook  place  45  minutes  before  the  meal, 
vhen  Chairman  Hua  met  privately  with 
;i r  Yue-kong  Pao,  61,  the  Hong  Kong 
hipping  magnate. 

Mrs.  Thatcher  could  not  have  been  a 
nore  thoughtful  hostess.  China  has  been 
luying  up  vessels  at  a  furious  clip — some 
lalf-billion  dollars'  worth,  at  bargain 
trices,  over  the  past  two  years  alone — 
nd  Y.K.  (as  he  prefers  to  be  called,  rather 
han  Sir  Yue-kong)  owns  the  largest  and, 
t  may  well  be,  the  most  modern  fleet  of 
argo  vessels  and  tankers  in  the  world 
196  ships  with  a  total  capacity  of  20 
trillion  tons,  average  age:  four  years). 

China  has  been  learning,  the  hard  way, 
bout  what  it  takes  to  stay  alive  in  the 
hipping  business.  Many  of  its  bargain 
essels  are  relatively  old,  small  and  fuel- 
nefficient.  No  less  important,  its  ports 
ren't  deep  enough  to  handle  huge,  mod- 
rn  superships.  "Iron  ore  imports  from 
>razil,"  Y.K.  notes,  "must  first  be 
hipped  in  200,000-dead-weight-ton  ves- 
els  to  the  Philippines  before  being  fer- 


i  capitalist  tycoon  to  the  rescue? 


ried  to  China  in  smaller  vessels." 

Hua  told  Pao  that  China,  under  the 
circumstances,  was  slowing  down  "the 
pace  of  modernization"  of  its  shipping 
industry.  Y.K.  responded  by  saying  that 
he  was  prepared — "when  the  time  is 
ripe" — to  help  China  in  two  ways:  to 
advise  in  the  modernization  of  ports  and 
to  charter  his  big  ships  to  them. 

The  pre-dinner  conversation  was, 
however,,  heavily  seasoned  with  irony. 
Thirty  years  before,  Pao,  then  a  young 
bank  executive,  fled  Shanghai  as  the 
Communist  armies  advanced.  Starting 
in  Hong  Kong  with  just  one  vessel,  a  27- 
year-old  coal-burning  freighter,  he  cau- 
tiously expanded  despite  wild  swings  in 
demand.  World  shipping  still  reels  from  a 
recession  that  started  in  1973,  but  Pao's 
ships  cruise  profitably  on  charters  aver- 
aging five  years  in  length. 

Their  meeting  was  briefly  covered 
mainly  by  the  local  Hong  Kong  press  and 
was  followed  by  no  hard  news  of  a  deal. 
None  should  be  expected  until  after  a 
deal  is  struck.  The  Chinese  hate  public- 
ity on  such  things.  — flora  S.H.  Ling 

"Plain  dumb  lucky" 

"It's  the  only  time  in  my  life  where  I've 
been  in  the  right  place  at  the  right  time 
and  did  the  right  thing,"  says  Llewellyn 
King,  a  witty  and  worldly  40-year-old 
journalist.  The  place  was  Washington, 
D.C.,  the  time  was  1973,  just  months 
before  the  Arab  oil  embargo  hit  the  world 
and  the  thing  he  did  that  turned  out  so 
right  was  to  drop  20,000  mailing  pieces 
to  potential  subscribers,  at  a  cost  of  some 
$50,000,  announcing  plans  to  start  yet 
another  Washington-based  newsletter. 
This  one,  though,  was  to  be  called  Energy 
Daily.  "It  all  just  went  'boinng'  with 
enormous  and  instant  success,"  King  re- 
calls. "Within  the  first  few  weeks  I  had 
more  money  in  the  mail  than  I  believed 
existed." 

Energy  Daily  today  has  some  1,600  sub- 
scribers paying  an  annual  subscription  of 
$625.  In  return  for  the  $1  million  or  so 
they  give  him,  subscribers  receive  every 
workday  a  lively,  four-page  newsletter,  a 
well-written  tip  sheet.  It  thrives  by  beat- 
ing the  daily  papers,  television  and,  of 
course,  other  newsletters  to  such  stories 
as  the  coming  resignation  of  Deputy  Sec- 
retary of  Energy  Jack  O'Leary  and  the 
naming  of  John  Sawhill  as  his  successor. 

King  watches  out  for  more  than  com- 
ings and  goings  in  the  bureaucracy.  Earli- 
er this  year  he  ran  a  fact-filled  piece  flatly 
forecasting  the  decline  in  U.S.  electric 
consumption  that  is  only  now  clear. 

King,  who  dropped  out  of  high  school 
in  his  native  Rhodesia  to  become  a  re- 
porter, recalls  his  crazy  teenage  years 
flying  a  small  plane  around  Africa  vainly 
chasing  Communists  for  Henry  Luce. 
Now  he  no  longer  does  it  all  himself.  He 
has  a  staff  of  18,  12  of  them  reporters 


King  of  Energy  Daily 

Suddenly  things  went  "boinng. 


averaging  a  respectable  $30,000  a 
Where  does  he  find  them?  "We  li 
hire  reporters  who  read  Shakespear 
says.  "We  don't  care  if  they  knew 
thing  about  energy.  We  can  make  ej 
writers  of  people,  if  they  can  write 

King  is  a  born  promoter.  "We  b< 
the  more  money  you  spend,  the 
money  you  will  make,"  he  says.  "B( 
my  wife's  propensity  for  fur  coal 
money  gets  piled  back  into  the  proc 
Indeed,  King  figures  he  spends 
$100,000  a   year   on  promotion 
counting  the  cost  of  running  the  C 
Skyland  RG  he  flies  getting  fronj 
place  to  another  on  the  lecture  ci 
He  makes  about  $55,000  a  year  lect 
on  energy  matters  to  such  compan 
AMF,  Norton  Simon  and  United 
nologies  and  appearing  on  such  sho 
Meet  the  Press  and  the  Today  Show.  H 
organizes  conferences  charging  $ 
person  with  up  to  250  attending. 

"Not  an  unprofitable  business," 
muses.  —Fern  Schumer 
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Back  from  the  brink 

When  the  books  close  on  fiscal  1979 
month,  President  Jerome  W.  Rob 
Stamford,  Conn. -based  HMW  Indus 
will  have  netted  more  money  than  it 
the  preceding  nine  years  put  together 
year  just  ending  was  not  all  that  terrif 
estimated$4. 1  million  excluding  tax 
its  on  sales  of  $90  million);  it  just 
good  compared  with  the  god-awful  re 
of  the  past  decade:  cumulative  lossi 
four  bad  years  ($22.3  million)  were  al 
double  the  cumulative  profits  of  five 
itable  years  ($13.1  million). 

Robbins,  nevertheless,  is  entitle 
take  satisfaction  from  1979.  HM1 
now  all  that  survives  of  a  once  pi 
Yankee  name,  the  old  Hamilton  W 
Co.  Robbins  arrived  in  January  1971 
as  it  was  taking  a  $23  million  losj) 
sales  of  $57  million  and  an  extra 
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FINANCE 


Newsweek  isn't  exactly  a  business 
nagazine. 

But  it's  a  magazine  business  people 
ead. 

To  find  out,  for  instance,  what  Nobel 
aureates  Milton  Friedman  and  Paul 
Samuelson  have  to  say  about  the  economy 
and  why  they  don't  agree). 

And  to  learn  what  Jane  Bryant  Quinn 
".  Joan  tell  them  about  their  personal  finances. 
Also,  smart  business  people  are  aware 
hat  people  and  events  have  a  big  effect 
)n  the  numbers.  So  they  want  to  know  all 
hey  can  about  a  Calvin  Klein,  an  Alan 
.add,  Jr.,  or  a  Muammar  Kadaffi. 

As  Dr.  Samuelson  puts  it:  "Conditions 
:pf  or  surviving  were  never  better  than  now  — 
or  those  who  trouble  to  become  well 
informed." 

For  18  million  Americans— 6  million 
i)f  them  professional  and  managerial 
people— that  means  reading  Newsweek 
3ach  week. 

Why  not  join  them— for  solid  information 
you  can  use  in  your  business. 

For  more  information,  contact  your 
Deal  Newsweek  representative,  or  Perk 
i  Nankin,  Newsweek's  Financial  Advertising 
"  f/lanager,  at  444  Madison  Avenue, 
"Mew  York,  N.Y.  10022,  (212)  350-2145. 
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million  writeoff  on  $33  million  in  equity. 
"We  were  one-third  the  company  we  had 
been  and  owed  the  banks  over  S30  mil- 
lion to  boot,"  he  recalls.  He  had  to  act 
fast.  He  cut  corporate  staff  from  150  to 
25,  replaced  top  managers  at  his  ten  op- 
erating units.  He  dumped  a  hopeless  elec- 
tronics division.  He  tried  mass-merchan- 
dising the  Hamilton  watches,  previously 
sold  through  jewelers.  "It  was  blasphe- 
mous to  people  who  had  been  there  for 
years,"  he  says.  "They  felt  it  was  be- 
neath their  dignity  to  do  the  things  need- 
ed for  fast  inventor)'  reduction  to  raise 
cash." 

Within  a  year  the  watch  company  was 
peddled,  too,  to  a  Swiss  company,  which 
refused  Hamilton's  digital  watch  divi- 
sion (Pulsar)  as  part  of  the  deal.  Robbins 
unwisely  tried  to  keep  it  going.  Within 
four  years  the  market  was  awash  in  digi- 
tal watches  and  Robbins  finally  sold  it,  at 
a  loss,  to  Rhapsody  Inc.  in  1977. 

HMW  today  makes  a  living  on,  among 
□ther  things,  fasteners,  fuses  and  elec- 
tronics parts  distribution.  What  has  put 
him  solidly  in  the  black  is  his  Wallace 
Silversmiths  with  its  best-selling  Grand 
Baroque  flatware  pattern.  Until  he  came, 
Robbins  says,  Wallace  marketing  men 
had  to  turn  to  corporate  marketing  men 
to  approve  everything — even  prices. 

When  he  joined  HMW,  Robbins  had 
already  made  a  specialty  of  crisis  man- 
agement. A  graduate  of  the  U.S.  Naval 
Academy  ('48 1  and  Korean  War  veteran, 
he  had  spent  three  years  at  Bulova,  was 
president  of  troubled  Elgin  National 
Watch  Co.  for  three  years,  then  moved 
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"An  outsider  can  see  clearly." 


on  to  Brunswick.  Bush  Universal  (later 
acquired  by  Katy  Industries),  which 
owns  53%  of  HMW,  lured  Robbins  away 
by  offering  him  an  option  to  buy  100,000 
shares  of  HMW  at  $4  per  share  (recent 
price:  5Va)  before  Jan.  31,  1981. 

Robbins  thinks  he  has  earned  every 
nickel. "Troubled  businesses  need  an  out- 
sider to  come  in  and  see  things  clearly," 
he  says.  "A  troubleshooter  isn't  smarter. 
He's  just  different."  — Afyssa  A  Lappen 


Coal  comfort 

What  a  difference  a  year  makes.  In  the 
fall  of  1978  vandals  were  breaking  and 
burning  Norfolk  &  Western  Railway  roll- 
ing stock  in  a  bitter,  long  (82-day)  strike 
by  the  Brotherhood  of  Railway  Airline 
Clerks.  This  year  the  same  folks  are  haul- 
ing the  most  coal  in  a  decade — 73  million 
tons,  6  million  tons  more  than  the  NikW 
estimated,  and  best  since  the  almost  80 
million  tons  hauled  in  1970. 

Since  almost  40%  of  estimated  1979 
revenues  of  SI. 3  billion  are  from  coal, 
1979  N&W's  earnings  will  chug  past  the 
record  of  $5.29  set  in  1978.  To  John  P. 
Fishwick,  N&W's  president,  peace  is 
wonderful. 

With  the  spot  market  for  oil  now  past 
S40  and,  he  thinks,  surely  headed  up  to 
S60  a  barrel,  Fishwick  claims  coal  now 
has  such  a  tremendous  price  advantage 
that  N&W's  future  coal  hauling  must  rise 
much  higher. 

"We're  hearing  from  utilities  from 
Maine  to  Florida  about  coal  hauling  con- 
tracts starting  in  1981,"  says  he.  "If  the 
plants  that  are  on  the  N&W  line 
switched  back  to  burning  coal,  we'd  get 
most  of  the  26  million  extra  tons  they 
would  burn  instead  of  oil." 

Meanwhile,  coal  exports  along  his 
rights-of-way  to  ships  bound  for  Japan 
and  South  America  have  increased  18%, 
to  15.7  million  tons,  from  1977 — despite 
warnings  of  a  worldwide  recession.  Plus, 
as  a  kind  of  double  leverage,  N&W  re- 
ceived a  9%  increase  in  coal  hauling 
rates  last  October. 

To  Fishwick,  63,  a  Virginian  and  a 
graduate  of  Harvard  Law  School,  the 
surge  in  coal  hauling  isn't  surprising.  He 
has  been  waiting  for  it  for  a  decade.  Fish- 
wick has  started  to  upgrade  his  fleet  of 
export  coal  hopper  cars,  which  had  been 
reduced  from  25,000  ten  years  ago  to 
10,000  today  due  to  increased  productiv- 
ity. Although  traditionally  among  the 
most  conscientious  roads  in  mainte- 
nance and  capital  spending,  Fishwick  ex- 
pects no  problems  paying  for  the  new 
cars  at  S30,000  apiece.  Historically,  rail- 
roads have  paid  for  cars  through  equip- 
ment trust  financing,  but  N&W  recently 
decided  to  use  its  own  cash  instead.  And 
Fishwick  thinks  he  can  knock  off  some 
20%  of  the  unit  price  by  building  them  in 
the  N&W's  own  yards  in  Roanoke. 

There  is  hope,  Fishwick  says,  for  a 


Fisi.mick  of  Norfolk  &  Western  Railwa 
Peace,  it's  wonderful. 


durable  peace  in  the  coalfields.  H 
cedes  that  coal  strikes  are  a  possib 
1981,  when  labor  contracts  expi 
story,  p.  34),  but  he  adds:  "Coal  i 
now  realize  that  they  have  to  be 
productive  to  keep  America  comp 
in  the  world  market." — Gerald  Octet 


Billions  more, 
offshore 

"I  have  been  one  of  those  peopl 
buried  the  Gulf  several  times  and 
rise  like  the  phoenix,"  says  John  L 
km,  who  has  just  seen  it  rise  again 

Rankin  heads  the  Bureau  of 
Management's  Outer  Continental 
office  in  New  Orleans,  which  md 
runs  lease  sales  for  offshore  oil-gaj 
ing  all  the  way  from  Virginia  t 
Mexican  border. 

Twice  a  year,  after  checking  bi 
interest,  he  picks  plots  and  sets  i 
bidding.  Late  last  month,  84  energy 
pariies  showed  up  at  the  Superdo 
New  Orleans  for  Rankin's  latest  oi 
and  bid  S 1 .9  billion  for  drilling  ngh 
from  SI. 2  billion  bid  for  a  pack; 
sites  earlier  in  the  year,  and  mort 
double  the  S800  million  Rankin  exr 
for  the  underwater  sites  he  put  up. 

Middle  East  tensions  and  rising 
surely  had  much  to  do  with  the 
pectedly  high  bids  for  the  Gulf  1 
Deposits  that  wouldn't  have  been  i 
able  a  decade  ago  may  be  today 
some  in  the  business  have  another 
"It  looks  as  if  maybe  there  has 
some    breakthrough    we  don't 
about,"  said  one  offshore  leasing  sp 
ist.  He  speculates  there  may  be 
techniques  that  better  the  odds  on 
ing  oil  or  gas  under  the  tracts  they  bi' 

Rankin,  who  has  been  in  the  off 
program  for  21  years,  remembers  th 
ly  lease  total  typically  ran  to  S8  mi 
maybe  S10  million.  In  last  month's 
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Williams  is  strengthening 

its  leadership  positions  today.. 

to  improve  tomorrow's  returns. 

Since  1974  The  Williams  Companies  has  made  capital  expenditures  of  more  than 
$1  billion  to  achieve  an  overall  corporate  balance  and  strengthen  its  leadership 
positions  in  fertilizers,  energy  and  metals. 

In  fertilizers  our  Agrico  Chemical  Company  increased  its  productive  capacity 
more  than  50  percent  and  reinforced  its  position  as  one  of  the  world's  largest,  most 
efficient  miners,  manufacturers  and  marketers  of  fertilizers  and  as  the  leader  in 
manufacturing  value-added  fertilizer  products.  In  metals  our  Edgcomb  Metals 
Company  tripled  in  size,  adding  new  service  centers  and  sophisticated  processing 
eguipment  to  become  the  largest  independent  in  its  field.  In  energy  Williams  Pipe  Line 
Company,  the  nation's  largest  independent,  added  nearly  1,000  miles  of  pipeline 
within  its  8,500-mile  system  to  serve  new  markets  and  transport  additional  products. 
Williams  Exploration  Company  was  built  from  scratch  into  a  very  successful  oil  and 
gas  exploration,  development  and  transportation  company  with  substantial  production 
and  a  large  inventory  of  undeveloped  leases.  And,  we  acguired  27.5  percent  of 
Peabody  Coal  Company,  the  nation's  largest  producer  of  coal. 

To  learn  more  about  our  growing  company  (WMB-NYSE)  and  its  balanced  diversity 
in  fertilizers,  energy  and  metals,  write  or  contact  Lawrence  R.  Francisco,  manager- 
investor  relations,  The  Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172. 


Were  worth  watching  in  the  '80s 
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illion  total,  the  high  bid  was  $144  mil- 
on  from  Mobil  Oil  and  Tenneco  for 
,200  acres  near  the  mouth  of  the  Missis- 
ippi  River.  In  other  parts  of  the  country, 
articularly  off  the  mid-Atlantic  and 
Jew  England  coasts,  offshore  leasing  is 
onstantly  fought  and  delayed  on  envi- 
mmental  grounds.  Not  so  much  in  the 
!ulf.  "It's  been  a  way  of  life  here,"  Ran- 
in  says.  "The  states  were  already  in  the 
usixiess  and,  really,  it  moved  from  the 
pland  marshes  into  the  Gulf."  What's 
lore,  fishermen  don't  oppose  drilling 
ince  they  often  work  for  the  oil  compa- 
ies  when  they  are  not  fishing. 
Rankin,  61,  joined  the  Bureau  of  Land 
lanagement  in  1955.  He  had  been  an 
rkansas  farmer — cotton,  beans,  live- 
:ock — but  quit  following  "the  darndest 
rought  I  ever  saw."  The  next  lease  sales 
l  the  Gulf  will  be  at  the  end  of  1980  but 
ankin  can  keep  busy.  "There  are  literal- 
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Rankin  of  Bureau  of  Land  Management 
Deep  gets  deeper  every  year. 


ly  millions  of  acres  [for  exploration]  still 
available,"  he  says,  but  much  is  in  what 
he  calls  "deep  water."  "When  I  started, 
50  feet  was  deep.  Now,  over  600  feet  is 
deep."  International  agreements  give  the 


government  the  right  to  the  shore  c 
a  depth  of  656  feet — or  deeper  if  te 
logically  possible,  which  makes  it  a 
vague.  "When  we  get  halfway  to  C 
he  says,  "we'll  have  to  stop."  —fern 


Carry  on,  doctor — 
privately 

ix  years  ago,  when  Derek  Damerell  de- 
ded  to  leave  a  secure  job  promoting 
ool  for  the  International  Wool  Secretar- 
t  to  become  chief  executive  officer  of 
ritish  United  Provident  Association, 
ritain's  largest  private  health  insurance 
oup,  it  seemed  he  might  have  made  a 
isastrous  career  decision.  "The  day  I 
:tually  accepted,"  recalls  Damerell, 
Barbara  Castle  [a  leading  Labour  Mem- 
;r  of  Parliament]  announced  in  the 


»s  ehsjse  to  pay, 


House  of  Commons  that  private  medi- 
cine— and  with  it  private  health  insur- 
ance— would  be  abolished." 

Barbara  Castle  and  most  of  England's 
anti-free  enterprise  establishment  badly 
misjudged  the  British  public.  Member- 
ship in  BUPA  now  stands  at  about  2.2 
million.  That's  only  4%  of  the  British 
population,  but  membership  is  growing 
about  12%  a  year  and  Damerell  confi- 
dently predicts  he'll  have  around  5  mil- 
lion members  by  1985.  "BUPA,"  he 
jokes,  "is  probably  one  of  the  healthiest 
and  fastest-growing  businesses  in  Britain 
today." 

BUPA's  popularity  is  a  clear  measure 
of  public  disenchantment  with  the  Na- 
tional Health  Service — an  apparently 
growing  discontent  with  its  inability  to 
deliver  much  more  than  a  minimum 
standard  of  health  care.  Under  the  "Na- 
tional Health,"  it  can  take  up  to  three 
years  to  schedule  a  noncritical  oper- 
ation— one  for  a  ruptured  hernia,  say,  or 
a  new  hip. 

By  no  means  is  BUPA  for  the  rich 
alone.  Rates  typically  run  about  $300  for 
a  family  of  four,  which  is  less  than  half 
the  cost  of  a  standard  Blue  Cross  Blue 
Shield  policy  in  the  U.S. 

Last  fall  BUPA,  which  has  about  three- 
quarters  of  the  private  health  insurance 
market  in  the  U.K.,  received  an  impor- 
tant political  boost  when  40,000  electri- 
cal trade  union  members  signed  a  con- 
tract including  management-paid  cover- 
age by  BUPA  as  a  benefit.  Other  trade- 
union  leaders  protested  vigorously,  not  at 
all  embarrassed  by  the  fact  that  trade- 


union  worthies  have  their  own  pr 
hospital  called  Manor  House. 

Even  with  this  success,  Darr 
treads  softly.  When  asked  what 
unions  might  belong  to,  or  be  inter 
in  BUPA,  Damerell  replies  tightl 
won't  give  you  names.  It's  too 
tive.".He  does,  however,  disclose 
over  20%  of  BUPA's  members  are 
trade-union  members. 

Damerell,  58,  who  gave  up  plar 
become  a  doctor  because  a  badl> 
broken  arm,  the  result  of  a  child! 
bicycle  accident,  left  him  with  lira 
use  of  his  right  limb,  is  now  concen 
ing  on  building  independent  hosp 
Ever  since  the  NHS  was  set  up  in  19 
few  beds  in  most  hospitals  have 
reserved  for  private  patients,  but  La 
Governments  have  repeatedly  threat* 
to  nationalize  these  "pay  beds."  B 
now  has  a  trust  that  controls  3 1  chari 
hospitals,  and  plans  to  build  several 
mercial  hospitals  each  year.  The  aim 
have  hospitals  independent  of  NHS 
give  preference  to  BUPA  patients. 
35%  of  all  private  patients  are  now 
for  in  National  Health  hospitals, 
pared  to  65%  five  years  ago. 

For  Americans  likely  to  face  the 
of  nationalized  health  as  part  of  Te 
Kennedy's  election  campaign,  their 
stinct  may  be  to  jump  for  medicine 
is  "free."  But  most  would  do  well  to 
the  question  why  millions  in  Bri 
now  pay  private  business  for  what 
British  government  collects  taxes  to  j 
away.  — Elizabeth  Bailey 
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It  takes  you  to  Eustace  Tilleys  neighborhood, 
but  knows  more  than  twice  as  many  people. 


Eustace  Tilley,  The  New  Yorker's  exquisite  top-hat- 
ted admirer  of  butterflies,  knows  some  of  the  best  peo- 
ple. But  not  all  the  best  people. 

In  fact,  in  these  gilded  purlieus,  TIME  Z  reaches 
more  than  twice  as  many  readers  as  The  New  Yorker. 

We  do  it  with  ZIP  Codes.  A  mere  20%  of  the 
nation's  residential  ZIP  Code  areas  buy  73%  of  all  the 
California  chablis  sold  in  America,  57%  of  all  the  dish- 
washers, 47%  of  all  the  life  insurance  policies— and  so 
on,  through  virtually  every  category  of  goods  and  ser- 
vices you  can  name. 

As  real-estate  agents  have  known  for  years,  location 
is  everything. 

The  seductive  statistics  on  TIME  Z's  performance 
are  outlined  below.  It  is,  in  brief,  the  biggest  ultraselective 


media  buy  around.  With  this  curious  and  useful  consis- 
tency: that  the  higher  the  neighborhood  income  level, 
the  greater  the  penetration  of  TIME  Z.  In  some  cases,  it's 
25-30%. 

As  a  marketing  tool,  TIME  Z  could  make  the  crucial 
difference  between  hoping  your  advertisement  will  go  to 
the  right  neighborhoods,  and  making  sure  that  it  will. 

Call  your  TIME  representative  for  all  the  facts. 


Circulation: 

1,200,000 

Average  HH  Income:  $37,200 

B&W  Page  Rate: 

$19,545 

Attended  College:  89% 

4-Color  Page  Rate: 

$30,490 

Professional/Managerial:  79% 

There's  a  right  TIME  for  every  advertiser. 


OF  THESE  COMPANIES  HAS  LARGER 
ASSETS  THAN  ANY  OF  THE  OTHERS. 

WHICH  OHE? 


McDonald's 


Johnson  &  Johnson 


Kroger 


PepsiCo 


Continental  Telephone 


All  are  Forbes  oOO  companies. 

But  only  one  has  2.6  billion  dollars  in  assets.  And  grew  to 
hat  size  m  19  short  years. 

The  myste  A  company?  Continental  Telephone  Corporation. 
And  if  that  a   es  as  a  -'.uprise  to  you,  you  should  leam 

nore  about  us. 

.  ■  ike  the  fact  that  we've  q  uietl v  become  the  third  largest 
o  Beil  telephone  company  in  America.  Serving  more  than  2,000 
ran  un;  -  -  sr  the  United  States.  Canada  and  the  Caribbean  with 
': son  !  dephones.That  we've  increased  our  net  income 
'{:{■  ',  m  m  iast  decade  .  And  paid  increased  dividends  each  year 


since  our  first  declaration  in  1964. 

That  1978  revenues  and  sales  rose  17%  over  1977.  Net  in- 
come increased  21%.  And  earnings  per  common  share  climbed  17% 

But  that's  not  all. 

Figures  for  the  first  six  months  of  1979  are  looking  even 
better.  With  net  income  up  20%  to  $56.3  million.  Revenues  and 
sales  up  18%  to  $544  million.  Earnings  per  share  up  14%  to  $1.09. 

If  you're  ready  for  more  facts  and  figures,  write  to  us  at 
56  Perimeter  Center  East,  Atlanta,  GA  30346. 

Continental  Telephone  Corporation. 

Don't  be  surprised  if  you're  hearing  a  lot  more  about  us. 


©Continental  Telephone  Corporation 
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The  Economy 
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Simple 
arithmetic 


;t  people  may  not  be  economists  but 
can  add  and  subtract.  When  they 
15%  inflation  in  housing  prices  and 
mortgage  rates,  they  could  figure 
hat  it  paid  to  buy  houses.  The  same 
cars  and  durable  goods  in  general, 
tension,  since  money  was  a  shrink- 
sset,  why  not  borrow  to  eat,  drink 
be  merry?  Pleasure  may  be  fleeting 
o  was  money.  Consumer  credit  rose 
current  alltime  high  of  23%  of  dis- 
ble  personal  income.  In  the  second 
ter  of  1975  it  was  19.3%. 
lat  is  why  the  pre-Volcker  Fed's 
aal  tightening  of  interest  rates 
't  slow  the  economy  the  way  it 
dd  have.  Ezra  Solomon,  professor  of 
ice  at  Stanford  and  a  former  member 
e  Council  of  Econom- 
visers,  says  that  the 
omic  boom  should 
ended  12  months 
it  was  kept  artiticial- 
lve  by  interest  rates 
were  below  inflation 
The  Oct.  6  action  by 
Fed  has  changed  all 
I  expect  the  con- 
r  to  concentrate  on 
ing  between  now 
the  spring  of  1980," 
mon  says.  That  is  al- 
y  starting  to  happen 
mart). 

k  auto  industry  is  al- 
down  the  chute, 
nng  parts  makers, 
producers  and  other 
liers  with  it.  Housing 
truction  has  also 
ed  dramatically  as  a 
lequence  of  tight 
ey  and  usury  ceilings 
iterest  rates.  Fear  and 
on  are  spreading 
lghout  the  consumer 


and  industrial  sectors.  Any  way  you  read 
it,  that  spells  a  so-so  Christmas  and  a 
business  slowdown  in  1980. 

Next  year,  stepped  up  expenditures  for 
defense  may  prove  to  be  an  unwelcome 
stimulant  as  the  Federal  Reserve  ham- 
mers away  in  its  fight  to  moderate  infla- 
tion. But  unless  consumers  catch  infla- 
tion fever  all  over  again,  they  will  be 
cautious  for  a  year  or  more.  That  would 
mean  a  so-so  Christmas  season  in  1980, 
too.—  Ben  Weberman 

Khomeini's  legacy 

The  madman  who  is  the  current  voice  of 
the  Iranian  "revolution"  calls  upon  the 
entire  Third  World  to  rise  up  and  clobber 
the  U.S.  Meanwhile  Khomeini  is  clob- 


The  bills  come  due 


Among  the  factors  suggesting  that  the  1979-80  recession  will  be 
deeper  and  longer  than  most  since  World  War  II  is  the  amount  of 
consumer  credit  now  outstanding.  More  consumers  will  be 
saving  and  repaying,  rather  than  spending  and  borrowing. 
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bering  the  Third  World.  The  cutbacks  in 
Iranian  production  have  already  hurt  the 
poorer  countries,  many  of  whom  must 
scrounge  for  oil  in  the  $40-a-barrel  spot 
market.  The  Ayatollah  is  also  making  it 
harder  for  the  poorer  countries  to  borrow 
to  pay  for  their  oil.  He  has  declared  that 
sovereign  nations  need  not  pay  their 
debts  if  they  don't  want  to.  That  is  all 
bankers  need  to  hear.  International  mon- 
ey lenders  in  London  say  that — even 
when  the  current  crisis  passes — it  will 
cost  the  poorer  nations  much  more  to 
borrow,  if  indeed  the  money  is  available 
to  them  at  all.  As  Khomeini  has  set  di- 
plomacy back  1,000  years,  so  he  has  set 
international  banking  back  by  at  least 
1 00  years. — Laurence  Minard 

Cash  values 

Since  the  Federal  Reserve  Board  sent  up 
the  interest-rate  balloon  in  October,  life 
insurance  companies  that  permit  cus- 
tomers to  borrow  on  their  policies — at 
bargain  rates — have  been  caught  in  a 
bind.  "Thirty-two  percent  of  our  month- 
ly cash  flow  is  eaten  up  by  policy  loans," 
says  Donald  Schuenke,  a  senior  vice 
president  at  Milwaukee's  Northwestern 
Mutual  Life.  By  the  end  of  the  year  the 
life  industry  will  have  had  to  absorb  an- 
other $6  billion  in  policy  loans,  bringing 
the  total  outstanding  to  a 
massive  $36  billion.  The 
problem  is  that  these  poli- 
cy loans  yield  the  lender 
only  5%  to  6%  (at  most, 
8%)  on  money  that  could 
otherwise  bring  returns  of 
12%  or  more. 

Millions  of  once  unso- 
phisticated Americans 
know  how  to  get  these  life 
insurance  loans,  and  more 
millions  are  fast  learning. 
Life  companies  tied  to 
cash-value  policies  could 
find  themselves  low  on 
money  and  be  forced  ei- 
ther to  borrow  from  the 
banks  at  the  new  high 
rates  or — just  as  bad — to 
sell  off  higher  yielding  in- 
vestments to  provide 
money  for  their  policy 
loans.  Cash  value  life  in- 
surance could  well  be  a  ca- 
sualty if  interest  i^tes  and 
inflation  rates  remain 
high.— Howard  Rudnitsky 
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MONEY&  INVESTMENTS 


The  professional  investors  are  betting  that  a  year  or  so  from  nou 
93%  on  long-term  bonds  will  look  pretty  good. 

THE  PROS  ARE  ACTING 
SMART — FOR  A  CHANGE 


By  Ben  Weberman 


The  individual  in- 
vestor today  is  tak- 
ing an  approach  to 
the  bond  market  en- 
tirely different  from 
the  one  he  took  in 
1975,  when  interest 
rates  were  peaking. 
The  changes  are 
striking  and  not 
nearly  as  healthy 
from  a  financial  viewpoint.  Five  years 
ago,  when  short-  and  long-term  yields 
were  setting  new  peaks,  the  so-called 
smart  institutional  money  and  portfo- 
lio managers  were  timid  about  mak- 
ing long-term  commitments.  It  was 
the  individual,  the  unsophisticated 
consumer,  who  bought  all  those  10%- 
plus  bonds.  The  professionals  cow- 
ered on  the  sidelines  and  came  back 
into  the  long-term  debt  market  only 
when  yields  were  already  consider- 
ably down. 

This  time,  the  professionals  are  put- 
ting their  money  in  the  high-yielding 
longer-term  securities.  Not  so  the 
public.  It  is  either  staying  short  term, 
largely  in  money  market  funds,  or 
splurging  on  so-called  collectibles. 

Individuals  are  being  drawn  into 
money  market  funds,  six-month 
money  market  certificates  and  other 
short-term  instruments  by  the  cur- 
rent attractiveness  of  short-term 
rates.  Instead  of  the  usual  pattern  of 
lowest  yields  on  shortest  maturities 
with  returns  rising  gradually  to  long- 
est due  dates,  the  yield  curve  has  the 
most  generous  interest  rates  on  the 
shortest  maturities.  This  is  normal 
reaction  to  tight  credit  and  is  usually 
short-lived.  That  means  that  the  11% 
to  ,12%  available  on  money  instru- 
ments may  soon  disappear.  Rates 
could  be  in  a  7%  to  9%  range  when 
these  short-term  investments  come 

;  Weberman  is  economics  editor  of  Fokbi-.s 


due  sometime  in  1980  if  the  economy 
is  as  slow  as  new  data  show.  The 
holder  of  a  long-term  bond  would  con- 
tinue to  get  a  high  return.  Money  mar- 
ket investors  would  be  forced  to  roll 
holdings  over  at  lower  rates  as  securi- 
ties mature. 

To  be  sure,  the  pros  have  some  pa- 
per losses  today  on  bonds  that  they 
bought  in  May  to  yield  9.5%  that  now 
yield  12%.  But  they  are  betting  that  a 
year  or  so  from  now  that  9.5%  will 
look  good  and  they  know  nobody  can 
pick  precise  tops  or  bottoms. 

I've  been  badly  burned  recently  try- 
ing to  call  a  top  in  interest  rates,  so  I'll 
desist  from  predictions  on  timing.  I 
will  predict  this,  however:  Unless  our 
entire  system  is  coming  unglued,  the 


I've  been  burned  trying  to 
call  a  top  in  interest  rates, 
but  I'll  predict  this:  Unless 
our  entire  system  comes 
unglued,  the  day  will  come 
when  today's  rates  will  look 
unbelievably  high. 


day  will  come  when  today's  interest 
rates  will  look  unbelievably  high. 
When  that  time  comes,  individual  in- 
vestors who  are  currently  in  money 
market  funds  will  have  to  accept 
much  lower  rates  while  the  profes- 
sionals will  be  feeling  fat  and  sassy 
with  their  locked-in  high  yields. 

Discount  bonds  are  bonds  that  sell 
for  less  than  their  face  value.  Since 
Oct.  6,  nearly  all  bonds  have  become 
discount  bonds.  Consider  that  the 
Aaa-rated  South  Central  Bell  Tele- 
phone Co.  debentures  that  came  to 
market  Sept.  11  with  a  9Vs  %  coupon 
priced  at  98.78  to  yield  exactly  10% 
are  now  trading  at  91 'A  to  yield 
10.8%.  Reason?  New  issues  of  similar 
quality  are  priced  in  the  1 1  %  range. 

Martha  J.  Mulligan  of  the  corporate 
bond  research  department  of  Smith 
Barney,  Harris  Upham  &  Co.  Inc.  rec- 


ommends purchase  of  discount  bont 
The  appreciation  from  purchase  pri 
to  par  at  maturity  is  subject  to  low 
capital  gains  rates,  not  ordinary  i 
come  rates  on  interest.  There  is  c. 
protection  because  a  company  wj 
not  redeem  its  lower  coupon  bon 
unless  interest  rates  fall  dramatical 

Furthermore,  as  interest  rates 
down,  the  price  movement  on  d 
count  bonds  is  greater  than  the  pri 
movement  on  current  coupon  issu 
for  each  small  shift  in  prevailing  inte 
est  rates. 

The  discount  bonds,  of  course,  yie 
less  on  a  current  basis  and  don't  ma 
up  the  difference  until  they  are  actus 
ly  sold  or  redeemed.  But  the  adva 
tage  can  be  considerable  for  a  hig 
bracket  individual.  At  today's  high 
interest  rates — and  consequent  de 
discounts — the  capital  gain  potenti 
is  considerable.  Take  the  long-ten 
Treasury  9'/8S  of  2009.  They  current 
sell  at  91  Vi  to  yield  10%.  If  long-ter 
interest  rates  drop  even  to  9%,  the) 
bonds  would  go  up  in  price  to  1013J 
On  a  $10,000  bond  that  wou 
amount  to  a  capital  gain  of  almo 
$1,000.  You  don't  have  to  be  an  expe 
on  interest  rates  to  realize  that  loni 
term  bonds  are  now  a  heck  of  a  buy. 

Correction:  I  made  a  howling  ern 
in  the  Dec.  10  Capital  Markets  cc 
umn  when  I  inadvertently  stated  th 
a  money  manager  who  expects  to  pi 
long-term  money  to  work  in  June  an 
thinks  rates  of  return  will  then 
lower  should  sell  June  1980  T-bor 
contracts  at  current  prices.  I  meant  t 
say  that  the  portfolio  manager  shou 
buy  the  contracts.  The  explanatic 
that  followed  was  correct.  Prices 
the  June  1980  contracts  would  n 
as  rates  fall  and  the  holder  who  pu 
chased  the  contract  could  reverse  th 
transaction  in  June,  taking  a  prof 
that  would  supplement  the  regul 
inflow  of  money  to  generate  a  yiel 
roughly  comparable  to  that  availabl 
at  the  time  the  contract  ws 
bought.  ■ 
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A  Growth  Report  from  the  Country's  Largest  Independent 
  Gasoline  Retailer. 
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Gathering  Momentum 

for  the  1980's. 


Sigmor  Corporation  grew 
steadily  in  the  past  decade 
to  become  the  largest 
independent  gasoline  retailer 
in  the  country. 


In  accomplishing  this,  we've 
laid  the  groundwork  for  an  even 
more  impressive  decade 
to  follow. 
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Our  success  in  the  Seventies 
was  a  result  of  solid  corporate 
decisions  combined  with  inno- 
vativeness  to  meet  the  needs  of 
a  rapidly  changing  industry. 

For  example: 

We  had  the  foresight  and  skills 
to  negotiate  contracts  with  for- 
eign governments  to  acquire  ade- 
quate supplies  of  crude  oil  to  meet 
increasing  demands  for  gasoline 
by  American  motorists. 

We  recognized  the  profit  poten- 
tial in  our  "shopping  station" 
concept  and  increased  the  num- 


ber of  these  unique  marketing 
outlets. 

We  improved  our  overall 
strength  by  increasing  our  refin- 
ing capacity  and  purchasing 
pipelines  to  augment  our  fleet 
of  trucks. 

The  chart  above  demonstrates 
the  value  of  these  decisions.  Our 
growth  has  been  steady  over  the 
past  ten  years  and  the  record 
promises  a  future  of  solid  ad- 
vancement in  a  industry  vital  to 
the  1980's. 


Sigmor  Corporation. 
We  have  the  momentum. 


For  further  information  address  your  requests  to: 
Robert  J.  Boerner,  Sigmor  Corporation, 
P.O.  Box  20267,  San  Antonio,  TX.  78220 
(512) 223-2631 
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"Are  you  free  for 
hmch  on  Friday?" 

Check  your  business  appointments  next 
year  in  Forbes  1980  Executive  Diary.  You 
:an  fill  every  half  hour  from  8  a.m.  until  5:30 
p.m.  and  stay  completely  organized.  Ivory 
pages,  dark  tan  and  gold  binding  make  it  a 
tiandsome  ornament  for  your  desk.  Gener- 
aus  space,  numerous  reference  and  personal 
record  tables  make  it  a  practical  tool. 

-  2  pages  to  each  week 
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Investors  who  do  not  enjoy  the  dubiou 
pleasure  of  having  capital  gains  taxes  lac 
this  incentive  for  getting  rid  of  their  dogs. 


CLEAN-UP  TIME 


By  Heinz  H.  Biel 


Tax  selling  has 
been  an  annual  rit- 
ual for  decades.  It 
is  something  that 
makes  good  sense 
and  is  profitable  for 
all  concerned.  Al- 
though occasionally 
it  is  blamed  for  late- 
in-the-year  weak- 
ness in  certain  se- 
curities, tax  selling  usually  is  not 
much  of  a  market  factor  one  way  or 
the  other. 

The  main  objective  is,  of  course,  to 
offset  already  realized  capital  gains  in- 
stead of  paying  taxes  on  them.  In 
recent  years,  however,  the  amount  of 
losses  that  can  be  used  to  reduce 
earned  income  has  been  increased 
gradually  from  $1,000  to  $3,000.  As 
that  amount  comes  off  your  top  tax 
bracket,  it  is  a  worthwhile  tax  saving. 

For  tax  purposes,  short-term  losses 
[i.e.,  on  securities  held  for  a  year  or 
less)  are  to  be  preferred,  because  every 
$1  loss  means  a  $1  deduction  from 
earned  income  up  to  the  $3,000  limit, 
whereas  $2  of  long-term  losses  are 
needed  to  achieve  tbe  same  objective. 
Unless  you  are  a  favored  customer 
who  is  getting  reduced  rates,  the  bro- 
kerage commission  on  a  sale  and  sub- 
sequent purchase  can  eat  deeply  into 
the  tax  saving.  It  is  hardly  worth- 
while, for  instance,  to  take  a  loss  of 
two  or  three  points. 

Although  the  major  stock  market 
averages  at  present  are  well  above 
their  level  of  a  year  ago,  some  of  the 
most  widely  held  investment  stocks 
have  become  potential  tax  selling  ob- 
jects. Just  look  at  that  list  of  blue  chip 
stocks  that  made  new  lows  last 
month:  IBM,  General  Motors,  Gener- 
al Electric,  Eastman  Kodak,  Procter  & 
Gamble,  Sears,  U.S.  Steel,  plus  Ameri- 

Heitiz  H  Biel  is  a  rice  president  of  the  NYSE 
firm  of Jaunty  Montgomery  Scott 


can  Tel  &  Tel  and  a  whole  slew 
electric  utilities.  This  year,  howevt 
whopping  losses  also  are  shown  1 
bonds  of  the  very  highest  qualit 
whether  they  be  Treasuries,  corp 
rates  or  tax-exempt  municipals. 

This  is  where  tax  selling  can  1 
most  remunerative,  at  relatively  mo 
erate  commission  cost  and  with  fair 
easy  substitution.  A  20-point  loss  on 
nice  bond  position  can  go  a  long  w, 
in  meeting  your  tax-loss  requir 
ments.  Treasuries,  of  course,  are  tr 
easiest  to  swap.  Just  make  sure  th 
the  replacement  carries  a  differen 
coupon  and  a  different  maturity  da 
in  order  to  avoid  having  the  tax  sa 
nullified  as  a  wash  sale.  Swapping  coi 
porates  or  tax-exempts  may  be  mo] 
difficult,  but  it  can  be  done  if  you  « 
your  broker  devote  some  effort  to  it. 

Tax  saving  is  not  the  only  benefit 
tax  selling.  It  has  a  cleansing  effect  c 
your  portfolio.  It  makes  you  get  rid 
bad  situations  before  they  becoir. 
worth  even  less.  Some  stocks  may  n 
longer  have  much  value  in  dollars  an 
cents,  but  the  tax  loss  is  valuable.  Ii 
vestors  who  live  in  countries  that  c 
not  enjoy  the  dubious  pleasure  of  ha1* 
ing  a  tax  on  capital  gains  lack  th: 
incentive  for  getting  rid  of  their  dog 
I  have  seen  accounts  of  some  Swis 
investors  who  needed  a  veritable  ken 
nel  to  accommodate  the  speculation 
of  the  roaring  Sixties  that  bad  becomi 
worthless  investments  in  the  Seven 
ties.  Our  tax  loss  provisions  encoui 
age  us  to  clean  up  a  mess. 

So  much  on  that  subject.  The  stoc 
market,  my  main  concern,  is  mori 
inscrutable  than  ever.  It  swallowe 
heaping  spoonfuls  of  the  most  horri 
ble,  ominous  and  depressing  news  an 
did  not  break.  The  situation  in  Irai 
and  the  entire  Near  East  remains  ex 
plosive,  and  I  just  don't  know  ho 
much  more  the  market  can  take  with 
out  flinching. 

The  effects  of  a  restrictive  credi 
policy  and  of  sky-high  interest  rate 
will  become  increasingly  apparent 
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e  general  business  picture.  Howev- 
we  should  not  expect  as  yet  any 
eaningful  slowdown  in  the  rate  of 
flation.  That  takes  a  lot  longer,  par- 
cularly  as  we  will  have  to  overcome 
e  upward  pressures  resulting  from 
ising  energy  and  labor  costs. 
I  suppose  there's  no  investment 
osture  that  insures  you  against  all 
isks.   "Energy  stocks"   have  been 
reat  so  far  but  as  investing  and  specu- 
iting  in  this  area  are  deteriorating 
ito  a  fad,  there  will  be  exaggerations 
nd,    inevitably,    corrections.  One 
hould  never  forget  how  difficult  and 
iow  costly  it  is  to  make  worthwhile 
iscoveries.  Despite  Texaco's  several 
as  wells,  the  Baltimore  Canyon  is  no 
lonanza  yet,  and  nothing  of  great  sig- 
ificance  has  been  found  in  Alaska  in 
lore  than  ten  years,  although  some 
00  exploratory  wells  were  drilled  at 
'  Ireat  expense. 

Allied   Chemical   (46)   is  behaving 
lore  and  more  like  an  energy  com- 
CIP  any,  a  field  which  last  year  contrib- 
ted  the  bulk  of  ACD's  profits.  As  it 
rcs  ften  does  with  a  favored  stock,  the 
iarket  ignored  a  writeoff  this  year  of 
146  million — over  $5  a  share — for 
>sses  on  disposal  of  discontinued  op- 
ations.  Although  the  stock  now  has 
negative  price/earnings  ratio  as  a 
suit  of  the  writeoff,  ACD  recently 
)se  to  a  two-year  high. 
Allied   Chemical's   new  manage- 
lent  is  diversifying  aggressively  and 
isn't  kidding  about  it  either.  Earlier 
ffofliis  year  it  acquired  Eltra  Corp.  for 
ose  to  $600  million.  More  recently, 
:  jdward  Hennessy,  Allied's  CEO,  and 
iflow  also  its  chairman,  hinted  that 
lere  could  be  another  major  acquisi- 
on  of  $500  million  or  more  as  well  as 
me  smaller  ones.  Although  these 
e  pretty  big  bites  to  take,  even  for  a 
ompany  of  Allied's  size,  ACD  has 
come  one  of  the  year's  favorite  "in" 
ocks.  Earnings  estimates  for  1980 
inge  all  the  way  from  $5  a  share  to 


up  from  about  $4.60  this  year  (ex- 
uding the  writeoff).  Owning  this 
ock  is  likely  to  prove  a  lively  and 
aite  possibly  a  rewarding  experience. 
By  comparison  the  more  conven- 
nal  chemical  companies  seem 
ost  modestly  priced.  I  have  never 
fore  seen  Du  Pont,  once  the  classic 
ue  chip,  sell  at  a  multiple  of  under  6 
d  yielding  almost  7% .  Monsanto  has 
similarly  low  P/E,  while  Dow 
orbes,  Nov.  26),  at  8  times  earnings, 
fleets  the  expectation  that  its  huge 
pital  expenditures  in  recent  years 
ill  pay  off  big.  These  are  very  sound 
ocks  to  own.  ■ 
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Khomeini  is,  as  Khrushchev  was,  the  per- 
sonification of  a  threat — exactly  what  is 
needed  to  force  the  U.S.  to  defend  itself. 

OUR  FRIEND, 
THE  ENEMY 


By  Srully  Blotnick 


Wi  don' i  even 
know  what's  going 
to  happen  to  us  to- 
morrow, much  less 
ten  ycats  from  now, 

but  it  our  behavior 
as  individuals  is  at 
fected   by  decisive 
shifts   in   the  na 
tion's     mood — and 
my  studies  ovei  the 
last  two  decades  o!  investor  attitudes 
and  actions  sliow  that  it  is  indeed 
tile  Eighties  will  differ  as  drastically 
from  the  Seventies  as  the  Seventies 

did  from  the  Sixties. 

The  Sixties  was  a  decade  of  opti- 
mism, and  it  was  lollowed  by  .1  decade 
hi  pessimism  The  numbers  evidenc- 
ing the  shift  are  startling.  During  the 
period  1960-69,  the  investors  I  moni- 
tor expected  to  cam  on  average  36% 
pel  annum  on  then  money.  During 
1970  79,  the  figure  was  7%. 

What  accounted  toi  the  shift?  The 
Optimism  of  the  Sixties  hail  its  mots 
in  an  earlier  event,  the  launching  in 
October  1957  oi  Sputnik,  the  lii si 
Russian  satellite.  The  event  electri- 
fied American  public  opinion  and 
gave  it  a  direction  that  had  been  miss- 
ing during  the  Eisenhower  years,  liven 
more  important  than  Sputnik  was  the 
then  current  Russian  leader,  Khrush- 
chev. Like  people  everywhere,  Ameri- 
cans have  clear  difficulty  responding 
to  an  abstract  threat.  Nut  Khrushchev, 
shouting  with  a  sinister  grin,  "We  will 
bury  you,"  gave  the  menace  a  reality  it 
had  previously  lacked.  America  leaped 
to  its  feet,  ready  to  defend  itself. 

The  space  race  became  a  matter  of 
national  urgency,  with  President  Ken- 
nedy proclaiming  that  "the  shortage 
of  Ph.D.s  constitutes  our  most  critical 
national  problem."  Nor  was  the  result 

Dr  S'ullv  Blotnick  is  a  practicing  psychologist 
ami  author  of  Winning:  The  Psychology  of 
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a  mere  war  of  words.  Between  1958 
and  1973  the  U.S.  spent  approximate- 
ly $26  billion  on  manned  space  explo- 
ration, while  the  Russians  spent  near- 
ly twice  that  amount.  Federal  assis- 
tance to  education  soared.  Scientists 
and  engineers,  now  objects  of  national 
pride,  poured  out  of  American 
schools.  The  number  of  first-year  en- 
gineering students  jumped  from 
64,000  in  1962  to  80,000  three  years 
later.  Many  physicists  became  media 
figures,  usually  discussing  the  more 
unpleasant  aspects  of  the  race — fallout 
shelters  and  thermonuclear  war. 

Given  the  momentum  the  national 
effort  had  attained  by  the  mid-Sixties, 
it  is  hardly  surprising  that  investor 
expectations  soon  soared:  Starting 
from  a  modest  6%  a  year  in  1960, 
they  reached  a  level  eight  years  later 
at  which,  unbelievably,  investors  ex- 
pected to  double  their  money  every 
nine  months. 

Nor  were  investors  the  only  ones 
anticipating  miracles.  The  majority  of 
390  engineers  I  interviewed  during 
September  1967  said  that  there  was 
"no  limit"  to  how  much  they  could 
earn.  As  one  put  it,  voicing  the  view 
of  the  majority:  "All  I  have  to  do  is 
incorporate  myself.  Start  a  small  com- 
pany. The  money  will  be  there."  It 
certainly  was.  By  November  1968, 
8  1 ""  of  the  investors  1  track  felt  that 
new  issues  represented  a  "good  buy." 

The  recession  of  1970  was  a  depres- 
sion for  the  post  World  War  II  genera- 
tion. Not  only  had  they  never  experi- 
enced anything  like  it  before,  they 
seemed  to  be  its  special  target.  With 
space  spending  drastically  curtailed, 
and  hence  the  race  essentially  over, 
the  glamour  of  high  technology  dwin- 
dled, as  did  the  number  of  stockbro- 
kers who  had  been  merchandising  it. 
In  spite  of  expanding  college  enroll- 
ments, the  number  of  first-year  engi- 
neers plummeted  from  77,000  in  1968 
to  51,000  four  years  later.  Even 
though  the  balloon  had  burst,  national 
moods  don't  shift  overnight.  It  took 


almost  16  months  for  my  index 
investor  expectations  to  drop  from 
high  of  131.8  in  December  1968  to 
low  of  2.3  in  the  spring  of  1970. 

In  a  display  of  harsh  self-reproa 
that  would  have  made  even  our  Pu 
tan  forefathers  wince,  the  nation  p 
ceeded  to  spend  the  subsequent 
cade  repeatedly  chastising  itself  for 
performance  in  every  quarter:  pol 
cal  (for  Watergate),  military  (for  Vi 
nam),    economic    (for  oil-compa 
profits).    We    wanted  someone 
blame  for  the  excesses  of  the  Sixti 
and  kept  pointing  the  finger  at  01 
selves.  Sobriety  returned — jogging 
placed  tripping — but  we  were  imm 
bilized  by  our  fierce  and  eontinui 
acts  of  self-recrimination. 

Now,  that's  over.  For  six  years  t 
U.S.  has  been  the  target  of  an  escal 
ing  economic  war,  resulting  in  t 
rakeoff  by  the  Arabs  of  tens  of  billid 
of  dollars  they  cannot  even  spend.  Bl 
until  now  the  threat  was  too  vag 
and  abstract  to  make  most  America! 
respond.  Enter  the  Ayatollah.  Kb 
meini  is,  as  Khrushchev  was,  exact 
what  is  needed  to  force  the  U.S.  finj 
ly  to  defend  itself:  a  personification 
the  threat — and  someone  equal 
skilled  at  exporting  his  mob  madnq 
to  other  countries  formerly  friendly 
the  U.S. 

Our  enemy  was  visible  at  last, 
televised  picture  of  a  million  Iramai 
screaming,  "Death  to  America,"  h 
finally  driven  the  message  home 
Americans,  most  of  whom  had  hopi 
the  dual  problems  of  energy  and  ma 
sive  capital  outflows  would  disappe 

The  postwar  generation  hasn't  wf 
nessed  the  effects  on  the  natior 
mood  of  a  truly  popular  war.  None  h 
been  fought  in  its  lifetime.  Soldiei 
who  fight  in  one  aren't  ignored  upd 
returning  home.  However,  as  befo 
with  the  Russians,  military  eonflii 
isn't  necessary. 

Psychologically  speaking,  it  w 
Khrushchev  who  put  an  end  to  t 
MeCarthyite  search  during  the  Fiftit 
for  domestic  witches  to  burn.  The  r 
suit  was  an  outpouring  of  enthusiasi 
and  dedication  to  a  cause  which,  a 
though  by  the  late  Sixties  we'd  final 
overdone  it  (we  always  do),  allowt 
the  nation  to  steam  along  happily  f< 
a  decade.  All  the  evidence  points 
Khomeini's  having  put  an  end  to  ai 
other,  even  worse  period  of  self-n 
crimination,  and  hence  given  us 
last  the  national  determination  w 
need  to  solve  our  most  pressing  prol 
lems.  Let's  hope  so.  No  one  is  as  pr« 
ductive  as  people  with  a  purpose. 
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As  far  as  fm  concerned,  investors  already 
have  received  their  present — a  great  big 
beautiful  buying  opportunity. 

SHOPPING  LISTS 


By  Ann  C.  Brown 


You  know  you  aren't 
a  kid  anymore  when 
you  approach  the 
holidays  with  less 
wide-eyed  wonder- 
ment and  more 
glassy-eyed  wonder- 
ing— will  you  make 
it  through  another 
season?  Cards  to  se- 
lect, address  and 
stamp;  parties  to  give,  go  to  and  re- 
cover from;  and  presents,  presents, 
presents.  While  I  was  making  out  my 
shopping  list,  just  for  fun  I  jotted 
down  a  few  gift  ideas  that  might 
make  the  new  year — and  the  new  de- 
cade— a  bit  brighter  and  happier  for  us 
all.  For  example: 

•  To  the  U.S.  Congress — 535  spine- 
stiffeners  to  add  fiscal  support  to  the 
Federal  Reserve's  monetary  attempt 
to  break  the  back  of  inflation.  Next 
year  the  going  may  get  rough  as  un- 
employment rises  and  corporate  prof- 
its fall.  The  temptation  to  reflate  to 
get  reelected  will  be  a  hard  one  to 
resist  and  will  require  a  degree  of 
stick-to-itiveness  not  exhibited  by 
the  Capitol  Hill  crowd  since  I  believed 
in  Santa  Claus. 

•  To  OPEC — as  many  supersaver 
fares  to  Moscow  as  it  takes  to  con- 
vince the  oil-exporting  countries  that 
their  national  interests  and  indepen- 
dence depend  on  a  strong  America 
and  Western  Europe.  When  you've  got 
a  hungry  bear  prowling  around  your 
back  door,  it's  comforting  to  know 
that  you  have  some  well-armed 
friends  to  call  upon. 

•  To  Organized  Labor — a  yardstick 
to  measure  hoped-for  productivity  in- 
creases and  a  very  short  ruler  to  mea- 
sure equally  hoped-for  moderate  wage 
and  benefit  demands.  By  this  time 

Ann  C  Brown  is  executive  lice  president  of  the 
New  York  investment  firm  ofMelhado,  Flynn  & 
Associates. 


everybody  and  his  little  brotherhood 
should  have  gotten  the  message  that 
when  you  take  out  more  than  you  put 
in,  the  result  is  inflation. 

•  To  the  FTC,  SEC,  DOE,  ICC, 
CAB,  NRC,  FCC,  et  al. — a  year's  leave 
of  absence  with  pay.  Government- 
created  regulatory  agencies  seem  to  be 
doggedly  dedicated  to  "doing  things" 
to  justify  their  own  existence,  and  to 
complicating  everyone  else's  in  the 
process. 

•  To  Business — a  barrelful  of  bullets 
to  bite  as  the  method  of  reporting 
earnings  is  changed  to  reflect  the  true 
cost  of  replacing  plant  and  equipment. 
Today,  a  majority  of  companies  are 
underdepreciated  and  the  stock  mar- 
ket already  knows  it — witness  the 
low  prices  and  multiples.  Most  com- 
panies would  be  better-off  if  they  ac- 
knowledged the  real  world.  At  least 
they  wouldn't  be  paying  taxes  on 
overstated  profits. 

As  far  as  I'm  concerned,  investors 
have  received  their  present — a  great 
big  beautiful  buying  opportunity. 
When  you  can  purchase  a  share  of 
Ford  (3 1 )  for  less  than  it  costs  to  fill  up 
the  tank  of  a  four-wheel  drive,  it's 
only  a  matter  of  months,  maybe 
weeks,  before  the  market  starts  play- 
ing catch-up  ball.  I'd  hate  to  be  sitting 
on  the  sidelines  when  the  heavy  hit- 
ters come  to  bat,  and  you  can  bet  they 
will  once  they  are  convinced  interest 
rates  are  heading  down. 

In  my  last  two  columns  (Nov.  12  and 
Nov.  26),  I  recommended  companies 
in  three  industries  that  I  thought 
would  survive  1980  in  reasonable 
style:  media,  leisure  and  natural  gas 
production.  So  far,  the  stocks  have 
been  performing  admirably,  as  have 
stocks  in  another  industry,  energy 
service.  Topping  the  list  is  Schlum- 
berger  Ltd.  (96),  the  blue  chip  of  black 
gold  drilling  helpers.  During  the  past 
year,  Schlumberger  bought  Fairchild 
Camera,  which  gives  it  a  good-size 
stake  in  semiconductors.  Undoubted- 
ly, the  company's  management  is  an- 


ticipating the  day  when  its  basic 
service  starts  to  slow  down.  Howe^ 
for  the  foreseeable  future,  as  mon 
the  impact  of  oil  and  gas  decontro 
felt,  Schlumberger  could  show  ann 
earnings  growth  gains  of  25%  or  1 
ter.  For  the  year  just  ending,  the  cc 
pany  should  earn  around  $5.0 
share,  up  from  $3.94  in  1978.  Ni 
year,  $6.35  seems  possible. 

If  you  like  Schlumberger,  you  rj 
like  what  Schlumberger  likes — Roil 
Cos.  (37).  Schlumberger  bought  \9°/<. 
Rowan  last  year  and  has  recently 
nounced  its  intention  to  increase 
holding  to  25%.  This  could  well  b 
prelude  to  its  eventually  owning 
whole  company,  but  my  guess  is  tj 
for  the  moment  Schlumberger  is  s 
busy  digesting  Fairchild.  Rowan  C 
has  a  fleet  of  19  "jackups"  (mar; 
rigs)  in  addition  to  its  onshore  rj 
Currently,  there  is  a  shortage  of  dr 
ing  rigs  and  Rowan  stands  to  bene 
by  substantial  day-rate  price 
creases.  For  1979,  Rowan  Cos.  rrj 
earn  $2.75  to  $2.80  per  share,  up  fro 
$1.94  last  year.  Preliminary  estima 
for  1980  are  in  the  neighborhood 
$3.75  to  $4  per  share. 

One  of  my  knowledgeable  anah 
friends  has  selected  Baker  Intematic 
al  Corp.  (54)  as  his  number-one  choi 
of  the  energy  service  stocks.  His  n 
son:  Profits  have  grown  close  to  25; 
annually  over  the  past  ten  years.  Ea 
er  this  year,  Baker  International 
1.8  million  shares  of  common  sta 
in  a  timely  move,  considering  toda 
high  cost  of  capital,  to  raise  capital 
expansion.  In  addition  to  serving  t 
oil  and  gas  industry,  the  compa 
owns  Reed  Tool,  a  leading  drilling 
manufacturer.  Earnings  for  the  fisd 
year  ended  September  1979  we 
$3.10  per  share,  vs.  $2.67  for  197 
Next  year  estimates  range  from  $3.' 
to  $4.20  per  share,  with  my  friend  i 
the  high  side.  The  way  things  are  a 
ing,  he  just  may  be  right. 

Smith  International  Inc.  (72)  has 
outside  shot  of  showing  an  earnini 
increase  of  35%  next  year  after  fair 
flat  results  in  1979.  Many  domestic  c 
companies  cut  down  their  exploratio 
activities  this  year  awaiting  the  oi: 
come  of  "windfall-profit"  and  othi 
oil-related  legislation.  As  a  result,  d 
mand  for  Smith  International's  oi 
drilling  tools  has  been  lackluster.  Ne: 
year,  especially  after  the  Iranian  ci 
sis,  exploration  and  developmei 
should  get  back  on  track.  If  thl 
proves  to  be  so,  Smith  alternation 
could  earn  $7.25  per  share,  vs.  th 
year's  estimated  $5.40  to  $5.45 
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A  billion  dollar 
investment 


in  energy 


before  energy  became  the  highly  visible  problem  it  is 
Dday,  St.  Joe  started  to  commit  substantial  resources 
d  energy  production.  St.  Joe  entered  the  oil  and 
las  business  in  1972  and  the  coal  business  in  1974, 
nd  historically  has  been  a  leader  in  supplying  lead  to 
ie  battery  industry. 


Over  the  ten-year  period  ending  in  1983,  St.  Joe 
plans  to  invest  more  than  $1.2  billion  in  coal,  oil  and 
gas.  For  more  information  about  how  St.  Joe  is 
helping  to  meet  America's  energy  needs,  write  to 
Department  4. 


ST  JOE 

MINERALS  CORPORATION 
250  Park  Avenue 
New  York,  N  Y.  10017 


Financial  Strategy 


0^ 


you  believe  in 
the  System  cover 
up  with  a 
Capitalist  Tool 
scarf 

(navy  blue  scarf  embroidered 
with  tasteful  red  "capitalist  tool" 
pattern) 

Forbes  Magazine 

60  Fifth  Avenue/New  York,  N.Y.  10011 
Yes,  I  do  believe  in  the  System,  please 

send  me   Capitalist  Tool 

scarf(s)  @$15  each.  Enclosed  is  my 
check. 

Name  


Address 


City. 


State 


Zip- 


Please  allow  4  weeks  for  delivery 

Forbes:  Capitalist  Tool 
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ENERGY  CONSERVATION 
iT'S  YOUR  CHANCE 
TO  SAVE,  AMERICA 

Oepa-trrerU  of  Enjrgy.  Washington.  D  C 


An  aggressive  banker,  says  Acorn  Fund 
Ralph  Wanger,  is  a  fundamentally  mistak 
en  idea,  like  an  aggressive  mistress. 

SMART 
FUNDS 


By  John  Train 


While  researching 
the  Acorn  Fund  and 
its  management,  I 
examined  the  quar- 
terly reports  for  a 
number  of  years 
back  and  was  struck 
by  the  wit  and  wis- 
dom of  manage- 
ment's comments 
on  the  investment 
scene.  Here  are  some  selections  from 
the  president's  letters  to  shareholders. 
The  first  is  from  the  Sept.  30,  1975 
report: 

Zebras 

"The  latest  fantastic  herd  idea  is 
'market  timing.'  The  zebras  are  in  a 
canyon,  with  the  lions  asleep  at  the 
far  wall.  Every  zebra  is  going  to 
munch  grass  right  up  to  the  lion's 
nose,  then  bolt  down  the  trail  just 
before  the  lion  pounces.  Unfortunate- 
ly, it  is  a  narrow  trail,  and  in  fact  the 
zebras  will  pile  up  into  a  helpless  clot 
at  the  first  narrow  point  and  become 
instant  steak  tartare.  Many  large  in- 
stitutions claim  that  they  can  do  a 
quick  switch — 'market  timing' — from 
stocks  to  cash,  or  cash  to  stocks,  for 
billion-dollar  portfolios  in  a  very  illiq- 
uid market.  No  way. 

"The  best  long-range  strategy  will 
be  to  assemble  a  portfolio  of  sound, 
profitable,  growing  companies  on  a 
value  basis,  and  sit." 

Then,  this  piece  of  strategy  on  Sept. 
30,  1976: 

"As  carbon  (energy)  rises  in  price 
and  silicon  (information)  drops  in 
price,  the  world  will  substitute  infor- 
mation for  energy.  For  instance,  if  you 
are  planning  to  drive  to  a  party,  by 
calling  a  friend  on  the  telephone  and 
arranging  to  take  only  one  car,  a  unit 
of  information  has  saved  a  unit  of 

John  Train  is  president  oj  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 
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gasoline  energy.  When  one  can  fine 
company  that  is  both  using  energ 
saving  (or  producing)  technology  ai 
increasing  its  use  of  information  tec 
nology,  this  can  be  a  good  mvestmer 

"For  instance,  shopping  centers  a 
good  investments  because  the  b 
covered-mall  regional  shopping  cent!  tazleton  tor  t 
saves  time  and  store-to-store  drivii 
energy  by  bringing  dozens  of  stor 
into  the  same  place.  The  most  su 
cessful  stores  have  been  the  users 
information,  in  most  cases  televia 
advertising  which  builds  nation 
brand  identification  and  chain  sto 
images." 

From  the  June  1979  report: 
The  Skylab  Effect 

"Skylab  is  falling!  Skylab  is  fallin 
What  a  potential  disaster,  as  77  toi 
of  scrap  iron  pelt  a  helpless  Eart 
This  event  accounted  for  seven  pagi 
in  a  Time  cover  story,  and  was  tl 
number-one  story  in  Tfje  New  Yoi 
Times  and  other  papers.  What  luck  n 
one  was  mashed! 

"What  were  the  odds  of  your  sta] 
ing  alive  during  Skylab's  fall?  Actua 
ly,  not  too  bad.  If  500  lumps  should  fai 
out  of  the  sky  at  random,  the  odds  o 
any  piece's  hitting  anyone  in  th 
world  would  be  about  1  in  1,000,  an 
of  hitting,  any  American,  1  in  20,00( 
In  fact,  NASA  had  some  ability 
control  the  landing  area  for  Skylab, 
that  odds  against  having  any  Amer 
can  fatality  must  have  been  som< 
thing  like  100,000  to  1.  In  othc 
words,  Skylab  was  a  nonhazard,  am 
strictly  a  media  event. 

"[Similarly],  when  the  terrible  DC 
10  crash  occurred  this  spring,  McDon 
nell  Douglas  stock  dropped  from  28 
20,  but  after  the  shock  wore  off 
little,  recovered  to  26." 

Beefsteak  Mines 

"Just  as  people  overestimate  th| 
danger  of  rare,  spectacular  events 
they  overestimate  the  value  of 
chance  on  a  long-shot  win.  Gamblini 
casinos,  race  tracks  and  lotteries  ar 
always  busy.  There  is  a  steady  flow 
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jivealth  from  hopeful  gamblers  to  the 
Bnen  who  know  what  the  odds  really 
[] re.  W.C.  Fields,  in  The  Bank  Dick,  hit 
lit  rich  in  Beefsteak  Mines  stock,  but 
|t  is  a  bad  bet  in  real  life." 
,  In  the  quarter  ended  Sept.  30  Acorn 
Lund  made  a  number  of  interesting 
purchases:  Hazleton  Laboratories  is 
I/hat  one  might  call  the  downstream 
f  nd  of  Charles  River  Labs.  Charles 
I  Liver  breeds  animals  for  laboratory 
tests,  and  Hazleton  carries  out  the 
rests.  Ralph  Wanger,  president  of 
|k.corn,  calls  this  "legislated  success": 
|:DSCA,  the  Toxic  Substances  Con- 
trol Act,  requires  that  all  chemicals  in 
■ny  substantial  use  in  the  U.S.  be  test- 
d  for  their  toxic — notably  carcino- 
genic— properties;  not  having  in- 
ouse  testing  facilities,  the  chemical 
lanufacturers  ship  their  products  to 
iazleton  for  tests  on  lab  animals  and 
i  in  impartial  reports. 

Acorn's  management  likes  small 
>:  anks,  but  the  only  one  in  the  portfo- 
o  is  First  Hawaiian,  Inc.  Wanger  says 
lev:  nat  he  prefers  dumb  banks  that  "only 
itis  :nd  money  if  they  think  they  are 
i  i  oing  to  get  it  back,"  over  clever  ones, 
e  is  harshly  critical  of  what,  as  a 
hicagoan,  he  sardonically  calls  the 
Jew  York  banking  style:  getting 
all  loney  from  the  King  of  Arabia,  who 
"  ;  all  most  assuredly  demand  it  back  in 
Ei;  ue  course,  and  then  lending  it  to  Sri 
i pi  anka,  which  won't  repay. 

An   "aggressive   banker"   he  de- 
bribes  as  a  fundamentally  mistaken 
ea,  like  an  aggressive  mistress. 
The  fund  has  owned  a  number  of 
Hie  small  domestic  oils,  with  some  of 
e  most  recent  purchases  being  in 
estmont  Oil  &  Gas,  Energy  Resen  es 
■oup,  Hersbey  Oil  and  Murphy  Oil.  To- 
iy,  however,  Wanger  finds  the  ener- 
!  group  generally  fully  priced. 
Information  companies — the  sili- 
on  part  of  his  carbon-versus-silicon 
juation — he  finds  still  attractive,  but 
t  tten  in  the  companies  that  will  gain 
y  the  cheaper  availability  of  informa- 
on,  as  distinct  from  those  who  pur- 
ky  it.  An  example  is  Colonial  Life  & 
wr.cident,  in  which  the  fund  has  been 
icreasing  its  position;  Colonial  Life 
!.    'lis  disability  insurance  to  industrial 
oups,  collecting  $3  a  month  from 
lousands  of  policyholders.  If  you 
anted  to  destroy  the  Acorn  Fund, 
ys  Wanger,  you  should  induce  thou- 
nds  of  investors  to  send  in  $3  a 
onth  and  demand  a  receipt.  The 
>st  of  the  resulting  paperwork  would 
staggering.  In  contrast,  Colonial 
Lfe  prospers  through  its  information 
ocessing  skill.  ■ 


Will  1980  be  the  year  when  your  investments  prosper? 
mm^  Send  today  for 

Forecast  BO 

Clear  advice  on  what  United  expects  from  the 
Stock  Market  and  the  Economy  in  1980 

PIUS  United  picks  the  stocks  and  bonds  you  should  consider 
for  your  portfolio,  analyzes  profit  and  risk. 
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•  10  Promising  buys  for  1980  action 

•  5  Solid  values  among  Quality 
Growth  Stocks 

•  5  Low-Priced  Speculations  with 
strong  profit  appeal 

•  Stocks  selling  below  book  value 


•  Stocks  with  good  yields  and  rising 
dividends 

•  Bonds  for  Income— both  taxable 
and  tax-free 

•  Convertibles  for  both  income  and 
profit 


You  will  also  receive  these 
3  important  timely  United  Reports 

Gambling  Stocks 

Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  advice 
Bally  Gen.  Inst.  Hilton  Hotels  MGM 

Caesar's  World  Golden  Nugget  Holiday  Inns  Playboy 
Del  Webb         Harrah's  Showboat  Ramadalnns 

Elsinore  Resorts  Int'  I 

30  Active  Stocks 


Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  advice 


Amerada  Hess 
Am  Home  Pr 
Am  Motors 
ATT 

Atl  Rchfld 


Boeing 
Charter  Co 
Citicorp 
Digital 
Dow  Chem 


East  Kodak 
Exxon 
Gen  Elec 
Gen  Motors 
Gulf  Oil 


IBM 
ITT 

K  mart 
NLT 

Occi  Pet 


Pan  Am  Air 
PepsiCo 
Polaroid 
Sears 
Sterl  Drug 


Texaco 
UAL 

West  Elec 

Woolworth 

Xerox 


75  Utility  Stocks 

Facts,  figures,  appraisal  of  risk,  and  specific  advice 
United's  analysts  know  that  each  utility's  individual  strengths  and 
weaknesses  can  mean  a  lot  to  its  investment  performance.  For  instance, 
there  is  a  significant  difference  in  whether  it  uses  coal,  water,  oil,  or  nuclear.  It 
can  be  deeply  affected  by  the  regulatory  climate  in  its  area.  In  this  analysis  we 
show  mam  fuel  source,  rate  the  attitudes  of  regulatory  bodies,  and  present  1 1 
other  important  factors.  All  1 3  points  are  weighed  before  we  give  you  our 
advice  on  which  utility  stocks  we  believe  you  should  buy,  hold,  or  sell. 

  SPECIAL  BONUS  REPORT   


16  Money  Market  Funds 

United  recommends  3  tavorites  as  a  relatively  risk-free  way  to  get  1 0%  on  your  money 


Plus— as  a  bonus— a  full  8-Week  subscription  to  United  Reports 

8-issue  subscription  to  United  Reports  alone  is  a  $19  value  $  ISL 

— this  entire  package  only 

■  MAIL  THIS  COUPON  TODAY  FOR  THESE  4  TIMELY  UNITED  REPORTS  •  PLUS  2  MAJOR  BONUSES  «  I 


Please  send  me  the  entire  package  of  Stock 
Market  and  Investment  advice.  I  understand  I  get 
my  money  back  if  I  am  not  completely  satisfied. 
My  check  for  $5  is  enclosed 
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City- 


State- 
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Nol  assignable  without  your  consent 


Report  #  1  Forecast  '80 
Report  #2  Gambling  Stocks 
Report  #3  30  Active  Stocks 
Report  #4  75  Utility  Stocks 
PLUS  THESE  MAJOR  BONUSES 
Bonus  #1  16  Money  Market  Funds 
Bonus  #2  8  weeks  of  United  Reports 
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Not  all  the  hot  little  companies  from 
Sixties  survived.  This  is  the  story  of  one  the 
did.  But  it  wasn't  always  easy. 

TOYS  IN  THE 
BOARDROOM 


By  Thomas  P.  Murphy 

Toys,  as  you  may 
have  discovered,  are 
not  made  by  elves 
and  distributed  by 
Santa  Claus.  They 
are,  in  fact,  made  by 
a  $3.2  billion  indus- 
try that  may  be  in 
for  a  spurt  of  fast 
growth.  This  is  the 
story  of  one  medi- 
um-size company  in  the  industry  and 
the  man  who  put  it  together. 

The  company  is  Leisure  Dynamics, 
Inc.,  a  name  that  conjures  up  visions 
of  the  1960s.  Social  prophets  worried 
about  how  Americans  would  spend 
their  leisure  time,  and  the  rich,  hark- 
ing to  their  talk,  would  rather  casually 
back  a  friend  with  a  concept. 

Louis  F.  Polk  Jr.,  now  49,  had  a 
concept.  He  also  had  the  right  kind  of 
friends  and  sterling  credentials — Yale 
engineering,  Harvard  Business  School 
and,  what's  more,  as  a  vice  president 
at  General  Mills  he  had  put  together  a 
toy  business. 

It  was  the  twilight  of  the  Camelot 
days,  though  that  was  not  obvious  to 
anybody.  Conglomerating  was  still  in 
full  swing,  there  were  whole  indus- 
tries left  in  America  to  be  rational- 
ized, and  the  toy  industry  was  certain- 
ly one  of  them.  Polk's  idea  was  sim- 
ple. Buy  some  smaller  toy  companies, 
combine  them,  then  launch  the  stock 
of  the  larger,  parent  company.  There 
was  a  second  string  to  that  bow.  Polk 
believed  that  toy  companies  could  be 
run  better  than  they  normally  were  by 
their  old,  entrepreneurial  manage- 
ments. It  was  early  in  1969  when 
Polk,  backed  by  two  friends  who  put 
up  $1  million  each,  got  started. 

His  first  acquisition  was  Cox,  the 
premier  maker  of  model  airplanes  and 
model  airplane  engines.  Cox  was  a 
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bargain  largely  because  its  prevn 
management  had  blundered,  makin 
flawed  diversification.  Polk  got  ric 
that  moneyloser  but  stayed  with 
models  and  engines. 

His  next  buy,  made  a  few  mon 
later,  was  further  out.  The  compa 
was  Lakeside,  a  Minneapolis  be 
sign  maker  that  had  wandered  ii 
the  toy  and  game  business  to  util 
excess  plastic  molding  capacity.  La 
side's  attraction  was  twofold:  the  tc 
and  a  publicly  traded  stock.  The  be 
sign  business  was  sold. 

By  the  early  1970s  things  w 
working  the  way  they  were  suppo 
to  work  and  Leisure  was  able  to  flo, 
secondary  issue  of  stock  at  $12  a  sh. 
and  reach  for  a  much  bigger  acqui 
tion.  The  name  of  that  company  v 
Eldon,  and  what  Polk  especially  wa: 
ed  was  its  line  of  slot  cars. 

But  Eldon  was  a  bummer.  Leisu 
after  paying  about  $5  million  to 
don's  owners,  refused  to  pay  more  a 
sued  for  fraud.  The  former  own 
countersued  and  that  htigati 
dragged  on  until  1978,  when  a  coj 
promise  was  reached. 

What  can  be  worse  than  a  bad  a 
quisition  like  that?  The  answer 
1973.  Raw  materials  prices  soared  a| 
the  company  lost  money.  By  19 
Leisure  Dynamics'  stock  was  tradu 
for  50  cents  a  share. 

Polk  had  always  been  chairman 
the  board  but  had  left  day-to-day  ma 
agement   to   others — young  MB 
types  mostly.  No  more.  The  los^ 
were  a  shock,  and  it  was  time 
rebuilding.  "Harvard  Business  Schc 
people  are  great,"  Polk  concluded, 
you  want  to  spend  six  weeks  study 
a  problem.  I  found  I  didn't  need 
tailed  studies.  I  needed  people  w 
could  sell  toys." 

He  found  them  within  Leisure  al 
by  hiring  on  the  outside.  He  had 
ready  strengthened  Lakeside's  rath 
tatty  line  and,  among  other  thing 
had  acquired  two  games  (Perfectu 
and  Aggravation)  that  are  consiste: 
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best-sellers.  The  Cox  line  grew,  too — 
ore  engines,  more  planes  and  much 
ore   sophisticated  radio  controls, 
he  pieces  (and  numbers)  started  fit- 
ting together  again: 

Sales  EPS 


1975 
1976 
1977 
1978 


( in  millions ) 

$35.4 
44.1 
51.5 
50.3 


$0.36 
0.55 
0.71 
0.80* 


'Excluding  nonrecurring  profits 
If  Leisure  Dynamics  hadn't  fulfilled 
its  backers'  fondest  hopes,  it  had  at 
least  survived.  Polk  had  learned  some 
valuable  lessons:  No  more  big  acquisi- 
tions. Avoid  the  fad  toys  based  on 
movies  and  TV  shows  that  soar  for  a 
bit,  then  plummet  like  spent  rockets, 

feaving  the  manufacturer  with  heaps 
if  unsalable  plastic.  Polk  decided  to 
concentrate  on  those  toys  and  games 
that  have  what  he  calls  "play  value." 
By  this  he  means  toys  and  games  that 
not  only  can  get  but  maintain  lasting 
interest. 

Computer  Perfection  fitted  this  de- 
scription perfectly.  It  was  Leisure's 
first  electronic  game.  Computer  Per- 
fection is  a  spherically  shaped  thing 
that  looks  like  a  bowling  ball  designed 
by  NASA.  While  there  already  were 
115  electronic  games  on  the  market, 
something  about  Computer  Perfec- 
tion's combination  of  bleeps,  winking 
lights  and  challenge  caught  buyers' 
fancy,  and  Leisure,  it  appeared,  might 
double  its  sales  in  a  year.  Polk  finally 
had  a  big  winner.  Almost. 

It  was  not  to  be.  Everybody  wanted 
the  little  microprocessors  that  are  the 
"  heart  of  electronic  games  like  Com- 
1  puter  Perfection,  and  by  summer  it 
jwas  clear  that  the  semiconductor  in- 
dustry couldn't  meet  demand.  Leisure 
stopped  booking  orders,  and  probably 
:an't  deliver  more  than  half  a  million 
Computer  Perfection  games  by 
Christmas.  Instead  of  being  dramati- 
:ally  up,  third-quarter  earnings  were 
:>ff  a  little.  The  day  is  not  yet  lost,  of 
course.  If  Computer  Perfection  turns 
put  to  be  a  classic  among  electronic 
^ames,  it  won't  matter,  for  these  new 
<inds  of  games  are  expected  to  open 
jp  a  fresh,  one-half  billion  dollar  mar- 
xet  for  the  industry. 

There  you  are,  the  story  of  a  toy 
:ompany.  Not  only  has  it  survived,  it 
ias  prospered  a  little.  Its  stock  recent- 
y  traded  at  $4 'A  bid,  $5  asked  over- 
he-counter  and,  I  should  add,  my 
ompany  has  owned  Leisure  stock  for 
ears.  It  gives  me  a  warm  feeling 
hen  I  go  into  the  toy  stores  at 
hristmas.  ■ 
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Market r  I  fends 


Jjere  is  something  wrong  about  excessive 
borrowing  to  live  beyond  your  means,  and 
the  countries  of  the  world  are  going  deeper 
and  deeper  into  debt  to  do  just  that. 

INSANITY 


MONEY  &  INVESTMENTS 


By  Richard  B.  Hoey 


Americans  no  long- 
er control  their  own 
economic  destiny. 
We're  vulnerable  to 
dollar  crises,  oil  em- 
bargoes and  explod- 
ing oil  prices.  The 
main  reason:  We 
are  addicted  to 
OPEC  oil. 

U.S.  energy  policy 
has  been  so  ineffective  that  oil  im- 
ports have  risen  from  under  5  million 
barrels  a  day  in  1972  to  over  8  million 
barrels  a  day  in  1979.  Our  oil  import 
bill  has  risen  from  $5  billion  in  1972 
to  $42  billion  in  1978  and  should  hit 
$90  billion  in  1980. 

To  finance  this  eighteenfold  in- 
crease in  the  cost  of  imported  oil,  we 
are  going  deeper  into  debt  interna- 
tionally. In  addition,  our  banking  sys- 
tem effectively  guarantees  OPEC 
against  the  bankruptcy  of  other  na- 
tions throughout  the  world.  Many 
less-developed  countries — the 

LDCs — can't  afford  to  pay  for  their  oil 
imports  without  borrowing.  But 
OPEC  doesn't  want  the  risk  of  selling 
them  oil  on  credit.  The  easy  solution 
is  for  OPEC  to  invest  its  surplus  funds 
in  the  Western  banking  system  and 
let  us  take  the  risk  of  lending  to  these 
LDCs.  We're  letting  the  International 
Monetary  Fund  sell  off  the  gold  origi- 
nally contributed  by  the  Western  na- 
tions and  giving  the  proceeds  to  the 
LDCs.  Of  course,  if  the  LDCs  ever 
default  on  their  debt,  the  Western 
governments  and  taxpayers  will  be 
left  holding  the  bag,  not  OPEC.  That's 
because  the  Western  governments 
would  bail  out  the  banks  rather  than 
permit  a  financial  collapse. 

The  world  is  going  deeper  and  deep- 
er into  debt  every  day  to  finance 
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OPEC  oil  imports.  There's  nothing 
wrong  with  incurring  debt  to  build  a 
productive  asset.  That  way  the  in- 
come from  the  new  asset  can  help  pay 
the  interest  and  principal  on  the  debt. 
But  there  is  something  wrong  about 
excessive  borrowing  to  live  beyond 
your  means.  The  soaring  world  debt 
burden  is  being  incurred  less  to  fund 
productive  investment  than  to  pay  ex- 
cessive oil  bills. 

This  insanity  need  not  continue. 
We  need  a  few  strong  policy  changes, 
like  complete  decontrol  of  oil  prices 
and  punitive  taxes  on  oil  consump- 
tion. If  we  increased  gasoline  taxes  10 
cents  each  quarter  for  the  next  five 
years  and  returned  the  proceeds  to 
Americans  by  lower  Social  Security  or 
income  taxes,  we  could  reduce  our 
vulnerability  to  oil  imports. 

But  in  the  absence  of  a  radical  pro- 
gram to  cut  oil  imports,  we  always 
have  the  Federal  Reserve  to  help  trig- 
ger a  recession,  which  will  limit  the 
impact  of  imported  oil  inflation.  If  the 
Fed  can  drive  the  rate  of  unemploy- 
ment to  8%,  then  it  can  stifle  much  of 
the  inflationary  impulse  caused  by  the 
explosion  in  the  price  of  OPEC  oil.  In 
addition,  high  interest  rates  make  the 
Arab  sheikhs  more  willing  to  hold 
part  of  their  massive  wealth  in  dollar 
investments.  Of  course,  the  Fed  can't 
do  much  to  dissuade  OPEC  from  us- 
ing what  they  call  the  oil  weapon  to 
demand  that  we  turn  over  to  them  the 
Shah  of  Iran  or  the  city  of  Jerusalem. 

The  OPEC  price  explosion  has 
worsened  the  outlook  for  both  infla- 
tion and  real  growth  in  1980.  Inflation 
should  be  near  11%  to  12%  in  the  first 
half  of  1980,  but  should  show  a  sharp 
temporary  decline  from  mid- 1980  to 
mid- 1981.  The  U.S.  economy  should 
be  declining  through  most  of  1980. 

Our  dependence  on  OPEC  oil  im- 
ports is  a  major  cause  of  low  price/ 
earnings  multiples.  It  lowers  real 
growth,  increases  inflation  and 
threatens  the  dollar. 

In    addition,    when  uncertainty 


about  the  future  is  high,  multiples  i 
depressed.  OPEC  control  of  the  supp 
of  our  oil  increases  uncertainty,  esj 
cially  these  days  when  the  balance 
power  within  OPEC  has  swung  aw 
from  Saudi  Arabia  to  the  Ayatollah 
Qum  and  to  the  Soviet-linked  regimi 
of  Libya  and  Iraq. 

If  we  were  to  adopt  a  new  ener; 
policy,  one  that  would  sharply  redu 
oil  imports  over  the  next  few  yeai 
the  stock  market  could  move  into) 
bull  market.  American  stocks  are  tl 
only  cheap  assets  left  and  they  shou 
benefit  from  declining  interest  rat 
during  1980. 

In  the  meantime,  how  does  the  i 
vestor  make  a  profit  in  the  currei 
environment?  Many  energy  stocl 
are  up  sharply,  but  I  believe  the  o 
shore  drilling  stocks  are  still  attra 
tive.  Submersible  rigs  are  operatii 
practically  at  capacity  and  daily  rent 
rates  should  soar  in  1980.  I  would  f 
vor  Sedco  (48),  whose  earnings  shou 
rise  to  $6.50  in  fiscal  1980  and  $9 
fiscal  1981.  Other  beneficiaries  shou 
be  Santa  Fe  International  (34,  $4.20  f< 
1980  and  $5.10  for  1981)  and  Zapa 
(24,  $4  in  fiscal  1980,  $5.25  in  fisc 
1981).  But  please  be  aware  that  the 
stocks  can  be  very  volatile. 

Another  strategy  is  to  buy  compj 
nies  expected  to  show  good  earninj 
gains  next  year  and  that  current 
sell  at  four  to  five  times  next  year 
earnings.  Such  companies  incluc 
Ramett  Banks  (20,  $3.75  earnings  ei 
timated  for  1979,  $4.20  estimate 
for  1980),  Combined  Insurance  {U 
$3.30,  $3.85),  Flagship  Banks  (1 
$2.65,  $3),  Nil  Corp.  (24,  $3.9(j 
$4.50)  and  Southeast  Banking  (1 
$2.85,  $3.25).  Oyer  the  long  pull,  th 
banks  included  above  should  benefi 
from  the  relative  immunity  of  sunn 
Florida  to  some  of  the  burdens  of  th| 
energy  crisis. 

Much  of  the  vaunted  institutional 
cash  reserves  are  controlled  by  portfc 
lio  managers  who  have  had  a  bearisl 
perspective  over  the  last  year.  There 
some  logic  for  buying  the  type 
stocks  they  will  be  willing  to  buy. 
They  will  prefer  major,  high-qualit 
stocks  with  strong  balance  sheets 
low  debt  and  limited  exposure  to  wag< 
inflation  or  to  a  cyclical  earnings  d 
cline.  The  drug  group  should 
among  the  first  sectors  that  the  bean 
buy  when  they  put  their  cash  to  work 
I  favor  drug  stocks  that  should  have 
powerful  earnings  gains  in  1980.  Foi 
example,  I  expect  SmithKline  (61)  td 
have  a  strong  earnings  gain  frorr| 
$3.92  in  1979  to  $4.90  in  1980.  | 
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NLTCorp  114 


Neptune  Society   12 

Norfolk  &  Western  Ry   96 

Occidental  Petroleum   42 

J.C.  Penney   10,  56 

Pullman   17 

T.I.  Raleigh  Ltd  (U.K.)   56 

Ralston  Purina   33 

Roadway  Express   34 

Rowan  Cos   108 

Santa  Fe  Intl  114 

Schlumberger  Ltd   108 

Schwinn   56 

Sears,  Roebuck   56 

Sedco   114 

Shatterproof  Glass  62 

Simpson  Timber   42 

Smith  Intl   108 

SmithKline  114 

South  Central  Bell  Telephone   102 

Southeast  Banking   1 14 

Sterling  Drug   73 

Syntex   1 14 

Target   56 

Teledyne  51 

Todd   i  30 

Union  Camp  ..:  42 

United  Brands   33 

Weyerhaeuser  42 

Woolco   56 

Zapata   1 14 

Zayre   56 
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Be  charitable  and  indulgent 
to  everyone  but  thyself. 
Joseph  Joubert 


If  a  good  face  is  a  letter 
of  recommendation,  a  good 
heart  is  a  letter  of  credit. 
Edward  Bulwer-Lytton 


Conscience  is  God's 
presence  in  Man. 
Emanuel  Swedenborg 


The  way  not  to  lead  a 
monotonous  life  is 
to  live  for  others. 
Fulton  J.  Sheen 


We  often  do  good  in  order  that 
we  may  do  evil  with  impunity. 

La  Rochefoucauld 


One  never  finds  life  worth 
living.  One  always  has 
to  make  it  worth  living. 
Harry  Emerson  Fosdick 


Gratitude  is  one  of  those 
things  that  cannot  be  bought. 
It  must  be  born  with  men,  or 
else  all  the  obligations  in 
the  world  will  not  create  it. 
A  real  sense  of  a  kind  thing 
is  a  gift  of  nature,  and  never 
was,  nor  can  be  acquired. 
Georoe  Savile 


One  great  reason  why  men 
practice  generosity  so  little 
in  the  world  is,  their 
finding  so  little  there. 
Lord  Greville 


Favors  cease  to  be  favors 
when  there  are  conditions 
attached  to  them. 
Thornton  Wilder 


It  is  better  to  suffer  wrong 
than  to  do  it,  and  happier 
to  be  sometimes  cheated 
than  not  to  trust. 
Samuel  Johnson 


Thoughts 

on  the  Business  of  I  jfe 


What  makes  the  Cljristmas 
season  so  full  of  joy?  What 
makes  everyone  so  pleasant 
and  charitable  and  considerate 
at  this  season  of  the  year? 
Good  will.  We  radiate  good 
will  at  Christmas.  We  want 
to  show  little  kindnesses 
for  others.  We  think  less 
about  making  ourselves 
happy  than  making  others 
happy,  particularly  the 
little  folks.  We  feel 
unselfish.  We  are  thoughtful. 
We  come  nearer  obeying  the 
commandment:  "Thou  shall  love 
thy  neighbor  as  thyself." 
B.C.  Forbes 


Benevolence  is  one  of  the 
distinguishing  characters  of  man. 
Mencius 


He  gives  twice  that  gives 
soon;  i.e. ,  he  will  soon 
be  called  to  give  again. 
Benjamin  Franklin 


He  that  does  good  to  another, 

does  good  also  to  himself, 

not  only  in  the  consequences, 

but  in  the  very  act:  for 

the  consciousness  of  well  doing 

is,  in  itself,  ample  reward. 

Seneca 


Always  do  right;  this 
will  gratify  some  people 
and  astonish  the  rest. 
Mark  Twain 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Charity  is  what  makes 
people  human  beings. 
Frank  Tycer 


Our  true  acquisitions  lie 
only  in  our  charities, 
we  get  only  as  we  give. 
William  Simms 


There  are  more  goods  bought 
by  the  heart  than  by  the  head. 
George  Hennings 


For  his  bounty  there  was 
no  winter  to  it;  an  autumn  it 
was  that  grew  more  by  reaping. 
Shakespeare 


To  live  without  loving 
is  not  really  to  live. 
Moliere 


No  one  is  useless  in  this 
world  who  lightens  the 
burdens  of  it  for  another. 
Charles  Dickens 


A  Text . . . 

He  which  soweth 
sparingly  shall  reap 
also  sparingly;  and 
he  which  soweth 
bountifully  shall 
reap  also  bountifully. 
II  Corinthians  9:6 


Sent  in  by  Wallace  Van  Meter  Jr.,  Carrolltom 
Miss.  What's  your  favorite  text?  The  Forbes 
Scraphook  of  Thoughts  on  the  Business  o 
Life  is  presented  to  senders  of  texts  used. 


The  vocation  of  every  man  and 
woman  is  to  serve  other  people. 
Tolstoi 


Friendliness  is  becoming,  both 
morning,  noon  and  night,  and 
in  youth,  maturity  and  old  age. 
William  Feather 
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